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Executive Summary

To put customers atthe heart of our business we need to understand their needs, and the rolethat we, as a water
company, play in their lives. Our customer engagement for this price review represents the start of this journey
for the customers of our new Welsh licence.

We have undertaken a step changeinthe quality and depth of the engagement we are having with customers for
our PR19 and longer term plans. Our Customer Challenge Group has made a significantcontribution toimproving
our customer engagement — challenging us to think differently abouthow we engage with our customers in Wales.

We have developed a new approach to customer engagement that has its theoretical basis in Maslow’s hierarchy
of needs. Thisis particularlyimportantin the context of the Well-being of Future Generations (Wales)Act 2015,
which emphasises the importance of taking a longer-term view and adopting sustainable solutions. We adapted
the hierarchytoreflect the specifics of water and wastewater services. This revealed gaps in our understanding of
customer needs and what we could do to address these and in the process, improve the social, economic and
environmental well-being of Wales.

We addressed this knowledge gap by applying a greater range of tools compared to previous price reviews with
an emphasis on deliberative research and co-creation. We have also ensured that our research captures those
who might be harder to reach, for example by targeting communities speaking predominantly Welsh with bilingual
fieldworkers, and using in-depth in-home interviews for customers in vulnerable circumstances, whether from a
financial or service perspective. We havealso drawn insight from analysis of everyday contacts with our customers.

The benefit of our PR19 approach is a much richer and more extensive understanding of our customers and of
how we can enhance their lives.Insome cases, new research and analysis has validated what we knew already -
it's no surprisefor examplethat our customers still wantus to continue to tackle sewer floodingand provide safe
drinkingwater. We havealso uncovered new insights. The headlines of our research can besummarised as follows:

° Doing the day job — our customers expect us to do our day job — supplying them with clean, safe drinking
water and, in Mid Wales, taking their wastewater away, whilst at the same time not causing any adverse
impact on the environment.

° Helpingthose invulnerablecircumstances —we have an opportunity to help even more customers by making
some changes to our social tariff and other assistance schemes. Our current 90% discount on bills (in Mid
Wales) could be reduced for some customers and still be highly impactful, whilstsignificantly increasing the
number of customers we can help. At the same time, there is an opportunity to increasethe discountfor our
customers in North Wales to make the scheme more impactful. In both regions we can also improve
awareness of our support and make the application process easier for customers.

° The natural environment — many of our customers in Wales live in beautiful rural areas, and have a high
appreciation of the natural environment in which they reside and with which they interact on a daily basis.
Ourreservoirs and surroundingareasareanimportantfeature of this environment. We have an opportunity
to make better use of these, and through better promotion, create more opportunities for recreation and
enjoyment.

° Education and engagement - across all of our research one common theme emerges - customers expect us
to be more proactive in our communications to engage and educate them. This includes more effective
education about water efficiency and sewer use, but also improved engagement on issues like help with
paying bills.

Retaininga local feel —our customers in North Wales appreciatetheirlocal water company being “justdown the
road”. Although the acquisitionand licencechangewill bring some changes, there is an opportunity to retaina
‘local touch’ where possible, whilstatthe same time providingadditional services and opportunities such as
extended call centreopening hours, livewebchat and social media channels.



Appendix 1. Customer insight compendium

This appendix consists of three parts:

e PartA - our approachtoengaging customers (as seen in Chapter 2);

e PartB —summary of the insightfrom our research programme for our outcomes. This section provides
additional detailand evidenceto supportthe outcome chapters and definition of performance
commitments and targets; and

e PartC—asummaryof each of the research projects we have undertaken, includingsamplesize,
approach andkey findings.

Part A: Our approach to customer engagement in
Wales

Section 1: Adopting a new approach to customer engagement

The 2019 pricereview marks a new approach to the way in which we have engaged with customers about water.
Our applicationtovary the Dee Valley Water licencealongnational boundaries means thatwe are engaging with
our customers ata more local level, dedicated solely to Wales —anindustry first. We have talked to our
customers in Mid Wales aboutlevels of servicespecific to their local area, and how their needs and experiences
might differ from those of the larger customer basethey usedto be partofinEngland. We have continued to
engage with our customers in North Wales, who inthe past,under Dee Valley ownership, have a very different
experience of a local water company, where no customers is more than 40 minutes from the head office.

Traditionally, customer engagement for pricereviews across thewater industry has involved research focused
on obtaining customer supportfor industry-centricissues and investment choices, with a strongrelianceon
“willingness to pay” research. Since PR14, customer insightatDee Valley has included “Rantand Rave”
(customer feedback after contacts) and customer satisfaction trackingresearch, however there is still more we
cando to understand customers’ longer term or more general views (as opposed to “here and now” issues)
about their water service. Our Executive and Board challenged us to approach customer engagement differently.
Specifically, we have been challenged to:

e try new techniques;

e engage with different types of customers;
e make greater use of data; and

e buildacontinual process of engagement.

We have also benefitted greatly from challenge from our Customer Challenge Group (CCG). This has prompted us
to tailor ourresearch content and samplingapproach and to use the Welsh language where customers prefer it.
For example, in our face-to-face valuationresearch we used bilingualinterviews for all fieldwork for the first
time.

Our customer engagement programme has also been much more extensive compared to PR14. At the last
review Dee Valley consulted less than 1300 customers throughout the entire process of developing and
resubmitting their plan. For PR19 we have more than doubled the number of customers we have engaged with.
To date we have done research with around 3200 customers (splitequally between Mid Wales and North Wales)
and analysed the findings of the over 600 North Wales customers who had previously taken partin Dee Valley
tracker research.The directconsequence of these changes is that we have developed a more strategic, tailored
and extensive approach to customer engagement.



Section 2: Our strategic customer insight framework

Over the pasttwo years we have developed a new customer insightframework based on the hypothesis thatthere
is a hierarchy of customers’ needs and not all needs are equal.

Inaddition to this, we have ensured that our research programme abides by a set of key principles:

e our approachneeds to be proportionateand targeted to deliver valuefor our bill paying customers;
e the tools we use to understand our customers’ needs should reflect the underlyingcharacteristics of the
issueorservice;and

e oursamplingstrategy needs to reflect our customer base.

We have used these principles to define a programme of research for Hafren Dyfrdwy. This enables us to
develop our understanding of the needs of our diverse customer base, and subsequently to explore our rolein

customers’ lives and to co-create propositions.

2.1 Hierarchy of customer needs

At the heart of our research framework is our understandingthat not all customer needs are equal.There isa
hierarchy of needs andthe tools which we useto understandthese will be different; and we shouldn’task
customers to make trade-offs across differenttypes of needs (for example trading off safe drinking water with
aspects of customer service).

Our categorisation of customer needs draws on Maslow’s! three levels — delivering basicneeds, meeting
psychological needs and creating opportunities for self-fulfilment. We established our initial view of the
hierarchy, as itrelates to the water sector, through a targeted piece of qualitativeresearch across England and
Mid Wales in 2016 which revealed the themes andissues thatareimportantin people’s lives, before exploring
the ways inwhich, as a water company, we might already fitwithin the resulting picture.

Our analysison the hierarchy of needs revealed that fulfilling basicneeds may only serve to meet customers’
expectations but may notimprove satisfaction, whereas failing to meet those needs could drivedissatisfaction.
As we move, ina cumulativefashion, towards the top of the hierarchy we obs erved needs that couldincrease

satisfaction. This is illustrated in the figure below.
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1ATheoryof Human Motivation; A.H.Maslow (1943), Psychological Review, 50, 370-396



Traditionally, water companies,including DeeValley, have only focused on understanding customer needs at the
bottom of the hierarchy. We have realised however that:

e we have an opportunity to learn much more about how we can meet customers’ psychologicalandself-
fulfilment needs, thereby improving customer satisfaction. This is particularly relevantin context of the
“Well-being of Future Generations Act”, whereby some of the solutions weadopt to address basic
needs canactually deliver self-fulfilment needs (e.g. providingsustainabledrainagesolutions);and

e we couldimprove our understanding of basic needs - this will enableus to target areas of customer
dissatisfaction.

Sinceour original view of the hierarchy and the 2016 research was done before the acquisition of Dee Valley, we
have validated our understanding of customer needs through a further round of specific research with our
customers inboth Mid Wales and North Wales (customer needs research). This has highlighted some specific

differences for our customers in Wales (for example when discussingtheenvironment), but alsorevealed that
there are many similarities.

2.2 Insight tools chosen from our customers’ perspective

The hierarchy helped to reveal gaps in our understanding of customers’ needs. But we haven’t simply asked
customers how to fill thesegaps —instead, we've used research techniques that take into account how our
customers understandissues, by considering:

e where the service/issuesits within thehierarchy;

e the extent to which customers are conscious of the service/issue;and

e whether the issueoccurs today or could occurinthe longer term.

The further one goes into the future, the less customers areconscious of the key issues that might affect them,
future generations, and their water service. We have used the model below to map some of the key research
topics to the four dimensions —the spectrum of consciousness and whether the issueaffects customer
experience now or inthe future. This has guided decisions onresearch approach and methodology. For example,
we consider thatissues such as resilience, whichis unconscious and futurefacing,are best addressed using
deliberativeresearch, which builds awareness and uses active participation to get more informed opinions.
Issues such as complaints handling—a 'now' issueand one of which customers are well aware - can be explored
usinganalysis of day-to-day customer contacts.

Choosing research tools based on our customers’ perspectives

Future Suited to methods
such as deliberative

‘ research

e.g.resilience,
security of supplies

e.g. generational
responsibility

Conscious Unconscious

e.g. flooding,
environmental
protection

e.g. water quality,
interruptions,
contact handling

Suited to methods
such as social media,
customer touchpoint

analysis

Now




2.3 Sampling and methodologies that reflects our region

We serve a diverseregion — coveringurbanareas such as Wrexham, Welshpool and Newtown and also very
rural,agriculturaland mountainous areas, particularlyin Mid Wales. In North Wales, we supply water services
only; in Mid Wales we supply some customers with water and wastewater services,and we supply other
customers with a water-only or wastewater-only service. 60% of our household customers in North Wales have a
water meter, whereas only 43% of our customers in Mid Wales have one. Throughout our research, we've
embraced this diversity and the rich mix of backgrounds of our household and non-household customers. We've
worked to understand whether their needs and views differ and how we can use a more bespoke approach to

engaging them.

We were challenged by the CCG to recognisethe vital importance of the Welsh languageto many of our
customers. Most of our projects offered participantsthechoiceof participatingin either Welsh or English. This
meant we translated survey materials into Welsh (ensuringthat local dialects were catered for), utilised bilingual

interviewers, and offered qualitative depth interviews inthe Welsh language.

We took into accountthe demographics of our region and used this to inform recruitment specifications for our
researchto ensure that the findings arerepresentative. We conducted much of our research by telephone and
face-to-face, often incustomers’ homes and workplaces. This ensured that we did not exclude those with limited
transportoptions, those with health or well-beingissues and thosewho do not usethe internet. We also
proactively conducted interviews invillages wherea high proportion of residents have Welsh as their preferred
language,and at the Welshpool cattle market, to ensure we captured the views of farmers, who might otherwise
not have participatedin our research. We also proactively targeted the sizable segments of customers in Mid
Wales who receive a water-only or wastewater-only servicefrom us.

Where relevant, we defined quotas which reflect our customer base (using data from the Office of National
Statistics, census and profiles of bill paying customers) and if necessary weighted the res ults accordingly. Inour
analysiswe have alsolooked atdifferences between respondents suchas urbanvs rural, householdincome,
social economic group (SEG), whether they have a water meter and the degree to which they identify as Welsh.
We alsotookcareto evaluatethe views of the ‘justabout managing’ financially segment (JAMs), who now make

up afairlylarge proportion of the population.

2.4 Using comparative information to empower customers

Customers are often unaware of how their water company compares, interms of serviceand performance, to
other suppliers inthe UK. We believe that appropriatecontextual and comparativeinformation can empower
customers intheir decision making.

We therefore included comparativeinformation where possiblein our research. For example, in our valuation
research we highlighted for respondents where performance is above, below, or aboutaverage, based on
consistentdefinitions andindustry data from Discover Water. We also explored the role that comparative
information plays when discussing future performance targets inour PCs and ODIs research project. We find that
the majority of customers find comparativeinformationimportant for transparency, particularlyina monopoly
industry; however, indiscussions onfuture servicelevels we find that the firstconsideration tends to be based
on customers’ own experience (either direct of anecdotal), or perceptions as to what their water company ought
to be doing.



Section 3: Our insight programme

Using our framework, we’ve developed a programme of research to uncover new insight coherently and
cumulatively, building on our existing knowledge.

Our programme includes:

° guantitativeresearch, includinga stated preference valuation “willingness to pay” study;

° qualitativeand deliberativeresearch, includinga focus onassethealthandresilienceand an extensive
programme to understand customers’ needs;

° review of third partyresearch, to better understandissues in Wales;and

° day-to-day analysis, such as customer complaintdata andinsightfromfrontline employees.

Insome cases our research consisted injointprojects with our English licence, takingcareto ensure
representative samples in both England and Wales, in order to maximisethe efficientdelivery of our
programme. In other cases we commissioned bespoke projects, with anapproach that that was specific to the

topics we wanted to explore in Wales.

We've used a range of insightto understand our customers’ needs

Research method Description

Customer needs and priorities  Improves our understanding of customers’ needs, wider priorities and the
research rolethat a water company plays in meeting those needs

Customer satisfaction tracker Monitors the extent to which customers trust their water company and are
survey satisfied with the service

Operational insight Expands our understanding of the causes of satisfaction and dissatisfaction
using complaints and “voice of the customer” feedback

Valuation research Willingnessto pay research quantifies the importance of service
improvements inthe context of other areas of our plan

Deliberative research Allows detailed discussion onimportanttopics, moving from the
spontaneous customer view to a more informed perspective. Topics have
included lead pipes, water efficiency, assethealth, resilience, ODIs and
performance commitments

In home interviews Allows detailed discussion on customer needs, particularly for those
customers invulnerablecircumstances from both a financialand health and
well-being perspective

Co-creation Enables customers to work with our employees on specific topics or tosolve
specific challenges

Research on helping Improves our understanding of how we help customers who are struggling
customers who struggle to pay to paytheir water bill, the effectiveness of our current offerings, and how
much customers are willingto cross-subsidise other customers

Acceptability research Allows us to understand whether customers find the overall service package
andbill levels acceptableand affordable

Research commissioned by Surveys of water company customers commissioned by CCWater, such as

CCWater Water Matters (household customers) and Testing the Waters (business
customers) providevaluableinsighton the perceptions of our customers vs
those of other water companies

Engagement with employees We ranworkshops with employees to explore their views on customer
dissatisfaction and priorities for investment




All of our mainresearch projects have been conducted by professional marketresearch agencies whichare
accredited by the Market Research Society (MRS), who champion the highest ethical, commercial and
methodological practices. Inaddition to this, we have an experienced in house market research team, who hold
MRS membership. Usingindependent professional marketresearch agencies has ensured we obtained reliable
and objective feedback and conclusions fromour projects. In addition to this, research agenci es will ensurethat
current data protection legislationis complied with, as well contributing their experience from similarprojects.

3.1 Our leading research and insight projects

We've summarised six of our key research projects below. Full details on each projectisincludedin PartCof this
Appendix, and the insightfrom all projects is synthesised for each outcome in PartB.

Understanding customer needs

Our customer needs projects has enabled us to develop a much deeper understanding of our customers, their
lives. Our focus was on understandingthe needs of our customers from an “outside in” perspective and whatis
importantintheir lives. Our programme included diverseresearch techniques —including deliberative
workshops,in-home interviews and co-creation with customers. In selecting these techniques we recognised
that some customers in vulnerablecircumstances mightfeel less comfortableina group s etting, or might be
unableto attend a workshop due to sensitive personal health or well -being circumstances. Therefore, alongside
our deliberative workshops we conducted in-home depth interviews with these customers.

Witnessing customer behaviourintheir own homes also provides a different perspective than askingfor stated
behaviour as partof a survey, for example when exploringattitudes to water saving. We used co-creation with
customers to explore one of the key themes that came out of our customer needs research, namely the desire
from customers for more education and engagement with their water service,and to explore potential
improvement options for assisting customers invulnerable circumstances.

|u

Co-creation differs from “traditional” market research; our co-creation events were designed to:

e generate opportunities for staff (including Exec and Board members) to hear directly from customers;
e facilitate‘co-creation’ of solutions to challenges posed by the company and the research programme;
e givecustomers areal ‘say’ on a rangeof specific business questions;and

e provideus with some tools for taking forward its communication and engagement programme.

Our customer needs and co-creation programme has provided a considerabledepth of insight on our customers,
andin particular theareas of servicethey are interested in hearing more about.



Supporting customers in vulnerable circumstances

We've spokenin depth with customers invulnerablecircumstances, whether due to health and well -being
vulnerabilities or financialissues. This engagement has helped us to develop a detailed understanding of the
supportofferings they would like, for example what supportthey need duringincidents.

We've alsocarried outdetailed research with customers on our current social tariffs, the Big Difference Scheme
and Here2Help, and with those strugglingto pay, including customers in water debt. Usingthe Index of Multiple
Deprivation, we focused on customers livinginareas with a high degree of deprivation who would be likely to
qualify for assistance butare not currently receiving this. We wanted to understand both the effectiveness of the
existingsocialtariff schemes and develop an understanding of the journey to water debt, includingapproaches

to prevent future arrears and encourage debt repayment.

Following quantitativeresearch, we tested a range of ideas and developed them further with customers usinga
co-creationapproach. Through this research we have identified improvements to our socialtariff,suchas
reducingthe average level of discountfor the Big Difference Scheme whilststill providing meaningful support.
This, alongsidethe increased financial supportour customers arewillingto pay, identified through our cross -

subsidyresearch, will enable many more of those who struggle to receive support.
Customer valuations

Customer valuations underpin crucial components of the plan,including our outcome deliveryincentives. We
have sought to improve on previous willingness to pay (WTP) stated preference research by simplifying the

approachto make it less cognitively challenging for respondents.

At the same time, we have been challenged by our CCG to ensure the material is appropriatefor the audience. In
Mid Wales we have defined the current and improved servicelevels specifically for the county, and ensured that
the serviceattributes were appropriatefor the audience. For example, we didn’tincludea serviceattribute
relatingto the risk of drought and consequent water scarcity restrictions becausethisis notapplicablein Mid
Wales.Current servicelevels were based on splitting Severn Trent performance commitments between England
and Wales, for example the current number of pollutionincidents was splitbased onthe geographiclocation of
each reported incident.

We alsoused bilingual researchers for all the WTP fieldwork, and listened to the challenge of our CCG to ensure
the Welsh survey translation catered for the many dialects in the region.

Informed views on complex topics and longer term issues — such as resilience

Some of the areas of our planinvolvedecisions over the pace of investment, andlong term resilience. We know
that customers do not consciously consider these, indeed they often take the services we providefor granted.
We chosea deliberative approach to provideinformationand build participants’ knowledge so they could give
informed views about these issues and sothatwe canreally probethe “why”. Our workshops included both
current bill-payersand future bill-payers (youngadults),in order to probe the intergenerational aspect of the
pace question. Our research agency worked with a behavioural scientistto planthe researchina way which
made itengaging for the customers, whilstnot under of overplayingthe subject matter. The design of the
research took into accountbehavioural biases, to ensure customers gained an appropriatelevel of
understandingof issues to be able to make aninformed choice, without being subject to inappropriate influence
from the context provided. We used real lifeexamples, such as the lifecycle ofa car, to get customers to think
about questions such as assethealth, before delvinginto some casestudies specific to our plan.



Exploring performance targets and investment choices

Itis importantthat customers support, and have a say on, our performance commitment targets. We used an
extensive programme of qualitativeand quantitativeresearch to understand customer views on our outcomes
and performance commitments. We have reflected customer views by making changes to one of our outcomes.
We presented customers with our proposed targets and discussed our comparative position compared to the
industry —empowering customers with the information to make decisions on whether they feel the target is
stretching enough. On key areas of the plan, we offered them investment choices, with costed bill impactsand
engaging descriptions of the options and customer benefits. We also soughtto understand whether customers
supportincentives and penalties,and which areas of the planthey would prioritisefor outperformance. Our
initial leakagetarget was found to be the leastacceptableto customers — we have listened to customers and as a
resultwe have doubled the proposed reductionin AMP7.

Testing the acceptability of the plan

Itisimportantthatthe planwe proposeis acceptableand affordableto our customers. We have consulted over
700 household and non-household customers through face to face research on the acceptability and
affordability of our plan,including potential ODI impacts. We've used engaging materials, tested with 10 year old
to ensure ease of understanding, to illustrate our planto customers, and tailored our research to the region we
service, including fieldwork atthe Welshpool cattle market to ensure the farming community is represented.
And we have listened to our customers — our firstwave of research told us that a significantminority of
customers in mid Wales found the plan unacceptable. We have responded to this feedback by usingthe
financeability levers atour disposalandincreasing our top down efficiency challenge, and retesting a revised bill
with customers. Inthe second wave of research acceptabilityin mid Wales we find that acceptabilityincreases
from 51% to 81%.

Section 4: From passive research to active and engaged

We want active and engaged consumers who are demanding about their service and take part in its design
and delivery

We recognisethat we don’t have all the answers —to deliver better outcomes for our customers we need to
create a cultureand mind-set that actively encourages customer participation. And by involving our customers
not onlyinservicedesign, but also delivery, we're confident we candrivegreater satisfactionand deliver better

outcomes at alower cost.

Participation goes much further than simply the consumption of water and its disposal. It’s an
opportunity to co-create future solutions with customers, such as our future social tariff. It’s
about engaging local communities and contributing to their well-being and local environment.

Participation is about empowering and actively connecting customers with our retail services,
through tools such as ‘Track My Job’, and giving them control over their experience.

Inour approach, we’ve drawn on Ofwat’s March 2017 publication Tapped Inand used the four elements
referred to as the FACE model — Futures, Action, Community and Experience - to shape customer participation.
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Our commitment to customer participation

Across the Severn Trent group we've made a step change in how we view and engage with our customers, in

part through cultural and organisational improvements. These changes mean that customer participationisnot

justsomething we're doing for this plan —we’ve already established three new teams at group level as partof a

longer term commitment.

Three new teams at group level to drive customer participation

Innovation team

To support our aim to be at the
forefront of innovation, we analysed
best practice outside the sector and
created a new innovation in 2015.
Our model includes specialist
innovation management roles,
including a team focused solely on
innovation needs and idea
generation, and is unique to the
sector.

Customer insight and analytics team

In recent years, the power of
modelling and analytics has grown
exponentially. We've created an
Insight and Analytics team to
implement behavioural analysis,
modelling and analytics across the
business. An improved understanding
of customer behaviours, together
with demographic data is being used
to nudge behaviour change in key
areas of the business

Futures: customers helping us to shape the future

App technology team

The rapid evolution of the
smartphone has allowed people to
achieve so much more “on the go”

than ever before. To focus and
harness the power of this technology,
we created an App Technology team
to devise and develop mobile apps
that can enhance customer
experience, and help us progress as a
business overall.

Participation starts with actively engaging customers and enabling them to have a voice in decisions thataffect
their lives. We've used deliberativeresearch and co-creation to give customers a real say on specific business

issues across our insight programme, workingalongsidetechnical experts across thebusiness, as well as with

Board members and our executive team.

Asking customers for their views isn’tnew for us - but the way we've gone about it, raisingawareness and
informing customers so they can genuinely contribute to the debate and shapethe future, is dramatically

different.

Co-creation

Using co-creation has allowed us to design areas of future servicedelivery,in conjunction with customers. Our use
of co-creation has focused on five topic areas:

e Communication and engagement: as we explored what matters to customers a consistent theme that
emerged was the need to communicate and engage more with customers. We used co-creation to explore
this further and to enable customers, working with Severn Trent colleagues, to determine a series of practical
recommendations for communications on the topics they were most interested in hearing about, such as
water efficiency and promoting visitor sites.

e Leadindrinkingwater: we explored the topic oflead in drinking water with customers and co-created a series
of key messages that resonated with the target audiences our customers defined.

e Helping customers who struggle: we refined and tested ideas for improving and promoting our social tariff
and assistance scheme offerings, including designing text message reminders after missed payments and
testing eligibility criteria and bill discount levels.

“I think it’s terrific to have an opportunity to engage with a broad mix of customers from different walks of
life, to give them an opportunity to learn something about their local water company. And indeed then, to

raise questions and give the company an opportunity to feedback on that.” —John Coghlan, Board member,
interview at the co-creation workshop
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Jave money and save ¢fie .
environment For future
eneraérons

Deliberative research

Across ourinsightprogramme, and aligned with our strategic insightframework, we have used deliberative
research.Thisis to primarily engage customers on matters which they don’t consciously consider or which are
future facing. We have partnered with our research agencies to run a series of workshops on topics ranging from
broader customer needs to assethealth and resilience. The deliberativeapproach allows us to provide
information and build participants knowledge so they can make informed decisions aboutissues they might not
previously have considered. This provides us with much deeper and consideredinsightcompared to the
spontaneous responses we get through other research methodologies. Levels of engagement through the
workshops were high, and the feedback from participants was overwhelmingly positive.

“I think it was very interesting and informative” —Workshop participant

“I was surprised by how much water is used per day and how much environment work is going on that we
don’t know about” —Workshop participant

“It has given a face /identity tothe company” — Workshop participant

Action: customers take action to change behaviour

By changing customer behaviours, we can help ensure that the outcomes that matter to customers aredelivered
ina cost effective and environmentally sustainable manner. For example, changes to water consumption
behaviours canensurethat water is availablefor future generations and benefit the environment or taking
actionto reduce sewer misusecan prevent customer disruption dueto sewer blockages and reduce cleansing

costs.

Our Insightand Analytics team uses demographic data analysisand behaviour data tools to understand our
customers - and then find ways to nudge them to change their behaviours. Across our England plan we have
found thatincorporatingthis understanding of customer behaviour can:

e give us greater insightinto our customers’ priorities by understanding whatreally drives changesin
behaviour or satisfactionin service;and

e help us develop targeted solutions thatdeliver the greatest benefits by havingcustomers help designand
implement the solutions.
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Observingreal world behaviour is often better than research at tellingus about our customers. Behavioural
economics canalsoshowus how to use subconscious methods to achieve behavioural changeto the benefit of
all customers. For Hafren Dyfrdwy we are consideringhow we canuse analyticsin the followingareas:

e  Detter target comms on our socialtariffand priority services register;
e help us meet ambitious leakageand per capita consumption targets;and
e drivingdirectdebit payments where customers would find this payment method easier.

We arealso consideringhow we canuse social media to promote both the local feel of our business, particularly
for non-household customers, whilstalso driving our education programme. For example tweeting after a “great
day helping Katie’s Cupcakes save water”.

Community: increasing community ownership and participation

Workingin partnership with expert groups and communities, together with increasingcommunity ownership of
issues, candeliver the outcomes our customers want while providing wider benefits for the community. We're
engaging with communities in many different ways. These include working with stakeholders and expert
partners, embedding partnership workingin outcome delivery, and volunteering inthe community.

Investing in our community and the environment

Over the next five years we will be investing £2.5m to improve around 30km of river water quality, which
represents the largeststatutory environmental programme required in this partof Wales for 20 years. We will
alsobeenhancingbiodiversity by investingaround £1m. The majority of this investment is planned at Lake

Vyrnwy, where we have a fantastic opportunity to support Wales. The projectwill:

e enhance the visitor experience sothat more people visitthe siteand stayinthe surroundingarea thus
improvingthe local economy;

e restore approximately 400 hectares of upland peat bog to move the SSSI status from ‘Unfavourable’to
‘Favourable’, which will provide greater resilience of our ecosystems; and

e enablelocal communities to shapethe developments anddevelop a sharedsense of ownership.

We aremaking infrastructureimprovements to improve amenities at more of our reservoirs. Benefits include
promoting local economy through a local tender process for café management, improvingaccess and awareness
of the site sothat they are more enjoyableand makingit easy for people to take partin well-beingactivities.

Together with our partners, we have secured £1.5m Heritage Lottery Funding that allows us toleverage 60%
match funding which makes this flagship scheme more affordableto our customers.

Working in partnership to promote support well-being in the community

We have identified ways that we can support well-being by thinking more holistically to deliver opportunities
andimprovements atminimal or no extra cost. These include:

e partnering with Welsh government, DWr Cymru Welsh Water (DCWW) and the charity City To Sea to roll out
the Refill initiative, with the ambition to be the first ‘refill nation’. We strongly believe thatitis importantfor
us to promote the benefits of water for hydration;

e promoting safe use of water alongsidethe All Wales Water Safety Group. We have 13 reservoirs in our
region sothisis animportantconsideration;

e educationand volunteering opportunities to encourage people to participatein energetic outdoor activi ties
andimprove the local communities connection to the natural environment; and

e supportingother local initiatives such as the Newtown Go Green consortium, which has a wide reaching
scope; our involvementis around safeand enjoyableaccess to the river, which runs through our Mid Wales
region.
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Community Champions

Our “Community Champions” volunteer programme partners with a number of local organisationsto achieve
mutual benefits for our region’s environment. We arecontributingto cleaningand clearing 10km of the regions
river,through a number of volunteering activities.

Experience: increasing control of customers’ experience

The more customers can control their experience, the more they can become activeagents intheir own service.
We're developing multiple ways in which customers can take greater control intheir use of water as a product,
as well as their experience of our service. This includes launchingservices such as Track My Job which enables
customers to monitor progress on reported jobs.Digital contactchannels, such as web self-serviceand web-chat
are alsobecomingincreasingly popular.Some areas where we have seen benefits are:

“Track my job” and “Check my area” online service

Through our Track My Job onlineservice, we allow customers to instantly keep up to date with how their jobs
are progressing. Customers are ableto see liveupdates, with detailed status updates and dates such as when the
jobwas raised, whether teams are on site, ifthe siteis being resurfaced, andfinally when the job is completed.
This serviceis vital for busy customers on the go. Inthe digital age, customers have anincreased desirefor
instantupdates about their situation,and we've taken heed of the advancements made by other sectors, like
telecommunications. This technology gives customers a better overall experience, as we've improved the
communication we provide, and are ableto give customers much more awareness about their jobs.

Through our Check my area onlineservice, we allow customers to keep up to date with what's going on intheir
local area.Issues ranging fromgeneral water supplyissues to blocked drains, planned construction workand
leaks areshown, alongsideinformation on the stage of the incidentresolution.

Check my area

welshpool x a @

Section 5: Key findings from our customer research

Across our research programme we have talked to over 3,600 of our customers inover 25 different locations,
rangingfrom larger towns to rural areas and small villages where the Welsh languageis widely spoken.

We've used a range of techniques, from telephone surveys and face-to-face interviews to deliberativeresearch
and co-creation. To complement the research we have analysed customer contacts and considered research
commissioned by other organisationsfromwithin our sector (such as CCWater) and outside (such as the “The
Wrexham we want” research which has informed the publicserviceboard’s responseto the Well -Being of Future
Generations Act).

Many of the research pieces explore attributes and issues thatarewell known to the water industryand have
been a key focus of ouractivities for manyyears. For our PR19 plan we have explored the wider needs of our
customer base to understand how we canadapt ourapproachto make a positiveimpacton their dailylivesand
the communities in which they live.
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The key things we have heard from our customers are:

e continueto provide areliableday-to-dayserviceand reduce servicefailures, which causeinconvenience
and dissatisfaction —in other words, get the basicsright!;

e supportcustomers when they need it, with a personal and human touch; and

e make a positivedifference for the local environmentand local communities.

We heard:

It [education] is good idea because
we weren’'t educated when we were
younger on water and we take it for

Making a positive difference granted
matters:

“It's important to know “I'd be willing to spend a bit
the customers and the more it if was going to

n Lo
area promote biodiversity”

“| think it's a good thing to get rid of [some] lead piping. Lead is a
metal | don't trust at all”

“It's great that the PSR flags When | applied for H2H I'd

the issue — they can act had no wages for nearly four
. better if they know there is a months and I'd had no benefits
Support me when | need it: .
vulnerable person who either so | was really on rock

needs help” bottom.”

“We require an That's [the drinking water If it's [internal sewer

uninterrupted supply of quality complaints target] is flooding target] not

clean, good quality water unreall That's brilliant!” delivered, then again it's
Get the basics right: for the business to be able a disaster!

to function. Without that
[ ] we'd have to stop.”

At the level of the core and basic needs (the lower part of Maslow’s hierarchy of needs), there arefew surprises
inour research to date. Customers typically taketheir water supply for granted, and expect safe drinking water
to be there when they turn the tap on, and for their wastewater to be safely taken away. Failureto providethis
servicecan causedissatisfaction, and customers expect us to be continuallyimprovingand minimisingservice
failures.

At the level of ‘psychological needs’ (the middle parts of Maslow’s hierarchy) our research tells us that we have
an opportunity to improve the support we offer to customers when they are struggling, whether due to financial
hardship or vulnerabilities which mean they havedifficulty accessingour services. We have been told we can help
even more customers by making some small changes to our social tariff and other assistanceschemes. Our current
90% discount on bills (in Mid Wales) is surprisingly generous for some customers, and being more targeted in
terms of who gets the maximum discountrate for assistancewill enable more people to be helped. At the same
time, there is an opportunity to increasethe discountfor our customers in North Wales to make the scheme more
impactful.In both regions we canalsoimproveawareness of our supportand make the application process easier
for customers.
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Our customers will benefitfrom our local focus, whilethe creation of Hafren Dyfrdwy wi |l allow us to play a bigger
role in Wales. Our research tells us about the importance of retaining Welsh roots and services such as Welsh
language services. The provision of Welsh language services is factored into notions of identity and meets both
functional as well as emotional needs. When told about the proposed licencechange inthe NAV research,some
Mid Wales customers felt that there was a risk of Severn Trent’s customers in Wales being treated as “second
class”. One of the themes that came out of the customer needs research was that customers see water as an
important resource for Wales and one that needs protecting. Customers would also like greater transparency

about where “their” water goes and who uses it.

Our customers in North Wales told us they appreciated their local water company being “just down the road”.
Although the acquisition and licence change will bring some changes, there is an opportunity to retain a ‘local
touch’ where possible, whilstat the same time providingadditional services and opportunities such as extended
call centre opening hours, live webchat and social media channels.

At the level of wider fulfilment, the natural environment resonates strongly with our customers. Many of our
customers, particularlyin Mid Wales, liveinrural areas,and have a high appreciation of the natural environment
inwhichthey resideand with which they interacton a daily basis. OQur reservoirs are well -known spaces and offer
great potential for recreation and enjoyment. Where customers are less aware of these, there is an opportunity
to promote these further, as well as the environmental improvements we make in areas such as biodiversity.

Across all of our research and in both Mid Wales and North Wales, one common theme emerges - customers
expect us to be more proactivein our communications to engage and educate them. This includes more effective
education about water efficiency and sewer use (in Mid Wales) but alsoimproved engagement on issues like help
with paying bills.

Across our insight programme, we have only asked customers to make trade-offs or prioritise where itis
meaningful to do so.For example we have not asked customers to choose between havinga high quality
drinking water and enhancingbiodiversity.

For water, our customers told us that reducing drinking water quality complaints was their highestpriority,
followed by improving water pressureand then reducingsupplyinterruptions. For waste, the highestpriorityis
reducinginternal sewer flooding even though there are very few incidents, but customers placea high valueon
the environment and in particularenhancing biodiversity.Inaddition to the core services, they gave us a clear
message about that the things they valuemost from their local water company, which are:

e good career opportunities;
e usinglocal supplies and contractors;and
e beingvisibleand contributinginthe community.

We used this information to develop our performance commitments. We have ensured that our most stretching
performance is where it matters most to our customers and we have been additionally challenging where our
current comparative performance is weak.
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Section 6: Triangulating customer views on performance
commitments

Our insightprogramme has enabled us to develop a rounded view of our customers and this evidence has
underpinned the development of our outcomes, our plans for the next five years, and our performance
commitments and targets.

Ofwat expects companies to cross checkand sense check evidence, drawingon a range of techniques and
sources. We have triangulated the evidence for each outcome, as well as provided the details for each evidence
source (including objectives, sample, new insightand validation of existing knowledge). This has been used both
internally—to challengeback on how customers have shaped the planand performance targets, and externally
with the CCG, to enablemembers to see the lineof sightbetween customers and key decisions.

In synthesisingthe evidence for each outcome we have considered the extent to which customers regard the
servicearea as a priority forimprovement, whichinforms the level of stretch we are proposinginour
performance commitment. We have formed a view on whether an area of serviceis of “low importance”,
“important” or “very important” based on the sources of evidence presented for each outcome. In assessingthe
relative priority we note that there are a few performance measures which we have not consulted customers on
— satisfactory sludgedisposal isan example. Where the measureis directly customer facing we have inferred
that the performance commitment would be importantto customers, otherwise we have assumeditis of low
importance.

Customer
insight on
measure?

No explicit insight

Inferred insight

Example: Per - N . Example: Water
N o ; eview outputs from customer
Review similar themes in capita = supply
Customer facin; ; research f :
= g customer research consumption interruptions
measure?

ﬁ —

Holistic assessment of pricrity Assess priorities expressed in WTP
expressed for similar measures research (where available) and
(e.g. customer interest in water other sources
Important efficiency instead of PCC directly)

‘

Low importance

Low importance

Important Very important

Example: Satisfactory sludge disposal

Insome cases,suchasinthe example presented below, we have evidence from multiple pieces of research.In
other cases, itis more appropriateto use other techniques, such as deliberativeresearch, to uncover customer
views on more complex topics andinfer the relative priority fromthis.
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Triangulating different sources of insight

Implications for Customer e Other
P Willingness to pay PC and ODI research
target tracker research
Priority for . -
To . High priority for
Leakage Very important riorF:t improvement but n/a i§n F;ovem\ént
priorty low WTP P
Lower priority Environment
Pollution Important n/a than other waste highly Medium priority
measures important

Inaddition to the customers’ relative priority, one of the basic principles of our strategic framework is the
concept that not all customer needs areequal. Inorder to bringthis to lifewe have allocated each performance
commitment to alevel inthe hierarchy. The following matrix summarisesour results; more details for each

performance commitment areprovided inthe relevant outcome.

* Numberoflead pipes
replaced

* Hectares managedfor

biodiversity

Ins piring our customers to

use waterwisely

Supporting our Priority Service customers
during anincident

Help to paywhen you need it
Effectiveness of affordability support

* CMeX
* DMeX
* NHH experience

Watersupplyinterruptions

Percapita consumption .« Wat it I
. . Asset health—burst mains aterquality compliance
* Resilience—droughtrisk o rties at risk of vinel (CRI)

¢ Asset health—unplanned outage ropertieés atrisk ofrecevnglow pressure * Leakage

* Length of river water qualityimproved
» Satisfactorysludge disposal = L . i Internalsewer flooding
* Pollution inddents

* Treatment works compliance incidents
» Sewerblockages

* Sewerflooding —extreme storms
Sewer collapses
Welsh language services

* Numberof complaints
aboutdrinkingwater

* Numberof void supply points

Insummarisingthe findings froma rich evidence base we find a great deal of consistencyinterms of
understanding customer priorities,and also findings which, on the face of it, aredifferent. Our insight
programme has developed a rounded view of our customers and what matters to them, acceptingthat different
research methodologies, perspectives and contextual informationinevitably canresultin different results.In this
appendix we've brought these together and explained the rationaleforthe conclusionswe’ve drawn to develop
our plan.
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Section 7: Challenge from the CCG

Our Customer Challenge Group (CCG) has challenged us extensively on the design of our research programme.
They have challenged how we’ve interpreted and synthesised the insight, and then challenged how we’ve
used that to build our plan. Our customer engagement has been strengthen as a result of their challenge.

We have captured some of the key challenges and our response here. For more detail pleaserefer to the CCG
report.

CCG challenge Our response

Is the company being sufficientlyinnovative e

and effective at engaging hardto reach
customers?

We have targeted rural communities in Wales,andin
particularthosein which the Welsh languageis more
prevalent.

e Our quantitativeresearch has used either face to face
or telephone methods meaning that no digitally
disenfranchised customers are prevented from taking
part.

e As partof our"helping customers who struggle"

research we used the index of multiple deprivation to

target areas in which our target audience might be
living.

Have the companyensured that
engagement is equal and balanced between
Mid Wales and North Wales?

Initially there were some minor differences in our
engagement between Mid Wales and North Wales (e.g.
workshop duration), however sincethis challengewas
raised we have rectified that and all subsequent
engagement has been equal.

Have the companytaken all practical steps
to ensure thatresearchis availableinthe
medium of Welsh for those who want it,
andthat translations are of a high quality,
being sensitiveto variationsin regional
dialects?

The valuationresearch has been translated into Welsh and
we draft shared with the CCG for comments. It was noted
that only 2 customers opted to take partin Welsh, despite
specifically changingour samplingapproach following CCG
challengeandtargeting Welsh speaking communities (in
fact the two customers that opted to take itin Welsh did
not liveinthese villages). The CCG commended the
company for the effort, and for the balanced translation

All other quantitativeresearch has been made availablein
Welsh.

Has the company sufficiently soughtto
present comparative performance when
seeking customer views?

In both the valuationresearch, PCs research and
acceptability research we have presented customers with
comparativeinformationin order to give context to their
decisions. Feedback from the research shows that
customers do consider this in makingdecisions, as well as
the impactof servicefailure on themselves / their
community.

Have the companytailored their approach
to Wales, in particularseekingviews in
locations such asthe Welshpool Livestock
Market

We have targeted additional locations such as cattle
markets to get a better cross section of views.
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CCG challenge Our response

Have the company ensured engagement We have ensured that engagement material was specific to

material was specific to the bill and each region, especially where there is divergence in

. o
performance in each region? performance between the former Dee Valleyand Severn

Trent areas.

Have the companyensured the survey We have reduced survey length and complexity as faras

material is accessible? possible, although the CCG have appreciated this is a
balancebetween length and amount of insightrequired.
We have also ensured the workshop material was engaging
andsimple.The CCG attended some of our workshops to
observe and to witness the quality of engagement for

themselves.
Have the company engaged customers We have discussed ODIs with customers in both our
sufficientlyon ODIs? deliberative workshops and quantitativeresearch, as well

as withinthe acceptability research. Following challenge
from the CCG we have asked customers about a likely ODI
scenario with a mix of underperformance and
outperformance, as well as the extremes.

Have the company consulted customers on We have included aninformed acceptability questionin
both the bill inreal and nominalterms? both real and nominal terms, and used simplelanguageto

explaininflation to customers.
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Part B: Synthesis of evidence for each outcome

Lowest possible bills

Our customers expect that billsshould be no higher than necessary, and believe that water is a basichuman
necessity that everyone should be ableto afford.As such, havingthe lowest possiblebillscanbeconsidereda
basic expectation, but customers do not want this at the expense of a deteriorationinservice. Infact, customers
expect us to be continually striving toimprove the services we offer— and our plan reflects this. Our customers
alsotell us that they valuebill stability so they can budget easily over time — they do not wantany surprisesor

bill spikes.

Self-fulfilment needs

Psychological needs
(esteem —
independence)

Basic needs

We have explored customer views on the affordability of our current and future billsand the other elements

which affect bills,includingincentives and penalties.

We’ve used arange of insight to understand our customers’ views, including

Approach Purpose

Acceptability research Quantifies whether customers find our proposals acceptableand affordable
andthe reasons why

Customer tracker survey Quantifies changes in customer satisfaction, value for money and
affordability over time, as well as capturingviews on discreteissues

PCs, ODIs and investment  Explores customer views on the balance of riskand reward through ODls
choices research

Valuation research As well as determining customer valuations for serviceimprovements we
have asked customers about preferences for future bills

Based on our research we have triangulated our customer evidence to determine customers’ relative priority for
each of our performance commitments. Whilstwe have not discussed voids with customers directly, we have
inferred their relative priority based on the expectation that all customers should pay their fair share.
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We have triangulated our evidence base to determine customers’ relative priority

Performance Relative
commitment priority

Hierarchy of needs Rationale

No direct customer insight however there is

Number of void Low Basic an expectation from customers that every
supply points importance customer should pay their fair share,and that

bills will be no higher than they need to be

Affordability

The majority of customers are broadly happy with the affordability of their water bill,and aresatisfied with the
valuefor money and the services we provide. Our latest set of survey datain 17/18 shows:

e 94% of our customers are satisfied with us overall;

e 75% of customers in Mid Wales, and 85% of customers in North Wales explicitly stateour bill is
affordable;and

o 87% of customers in Mid Wales,and 83% in North Wales, rate us as good valuefor money.

Despite our low bill and strongaffordability results, werecognisethat a small proportion of our customer base
does not find billsaffordable. We have not relied on a singledata point to define the percentage of those who
are strugglingto pay, sincemultipleresearch sources providedifferent results. Our performance commitment
for helping customers who struggle assumes that11% of customers fall into this category, whichis the average
of the results from our research,and national research commissioned by CCWater. The Welsh Statistics,
published by the Welsh Government, suggests that 24% of people in Wales were livingin relativeincome
poverty between 2014/15and2016/17, although the water bill is onlya small proportion of customers’ total
household bills.

% of customers who find their bills unaffordable

20%
18%

[ ) [ )
16%
14%

[ J
12%

L J
10% . * 11% average
8%
[ J [ J [ J
6%
4%
2%
0%
WTP CCWater  Wales tracker DV tracker DV tracker DV tracker  Acceptability
national 17/18 wave 16/17 wave 16/17 15/16 research

® Powys @ Wrexham
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Acceptability of the plan

We have done a |large piece of acceptability research with over 600 customers, to understandif our proposed
planisacceptableandaffordable. And we have listened to customer feedback — our firstwave of researchin Mid
Wales found that customers did not find our firstproposal acceptable, so we have responded to this,and to
challengefrom our CCG, and have retested a revised bill proposal which customers havefound acceptable.

Acceptability research typically takes customers ona “journey”, introducingthe future proposed bill inreal
terms (uninformed acceptability), before presenting the business plan and bill profile (informed acceptability
(real terms)), and finally showingthefuture bill in nominal terms (informed acceptability (nominal)). For the
questions where the bill was presented inreal terms it was made clear to customers that inflation would also
have animpact on the future bill,and they could access aninflation forecastifdesired. Around a quarter of
respondents choseto do this.

The initial proposal we shared with our North Wales customers included a (real terms) increasein their water bill
of 1%, compared to a 6% increaseinthe combined bill in Mid Wales;and this is thelikely cause of the significant
difference we initially sawin regional customer’s views. The results in North Wales are extremely positive.
Despite the modest increasein billswefind that 86% of household customers and 85% of non-household
customers, find our proposed plan acceptable, when presented with the serviceplanandbillinreal terms
(informed acceptability (real)),and 78% of household customers and 83% of non-household customers, when
presented innominal terms (informed acceptability (nominal)). Wechosenot to repeat the researchin
Wrexham despite the proposed bill increasechangingslightly from 1% to 3.7%, as we anticipatea majority of
customers would still find theplanacceptable.

North Wales HH customers North Wales NHH customers
Net acceptability Net acceptability

90% 87% 86% 90% 85% 83%
80% 78% 80% 7%
70% 70%
60% 60%
50% 50%
40% 40%
30% 30%

Uninformed Informed Informed Uninformed Informed Informed

acceptability (real) acceptability (real) acceptability acceptability (real) acceptability (real) acceptability
(nominal) (nominal)

Inthe firstwave of research customers in Mid Wales were less likely to find the planacceptable - when asked
about the bill increasealone (uninformed acceptability), 65% of household customers find it acceptable (and
60% of non-household customers), compared to 51% of household customers, and 56% of non-household
customers, when presented with the serviceplanand bill profile.

We listened to customers and revised our bill profile—in the second wave of research with household customers
we put forwarda 2.5% increaseinthe bill (inreal terms). Subsequently this increasein billshas been changed to
2.2% but we expect that this would not have a material impacton the results.

We found that 81% of customers found the proposal acceptablewhen presented inreal terms, and 73% when
presented in nominal terms.
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Mid Wales household customers
Net acceptability (wave 1 and 2)

90%

81% Wave 2
0

80%

73%
Wave 1

70%
° 65%

60%

51%
50%
43%

40%

30%
Uninformed acceptability Informed acceptability Informed acceptability |/Informed acceptability Informed acceptability
(real) (real) (nominal) (real) - wave 2 (nominal) - wave 2

Across the two waves of research, we asked customers whether the proposed performance commitments for
water, wastewater andretail areacceptable, and the majority of customers agreed they are:

e  79% of household customers in Mid Wales,and 79% in North Wales, supported the proposed package
of water performance commitments;

e 86% of household customers in Mid Wales supported the proposed package of wastewater
performance commitments; and

e 85% of household customers in Mid Wales,and 77% in North Wales, supported the retail performance
commitments.

We analysed whether some customer groups are less likely to find our proposalsacceptableand found no
statistically significant differencein North Wales, including for the lowincome groups and those who defined
themselves as “justabout managing” financially.In Mid Wales (wave 2 research) we find that those who are
“justabout managing” (JAMs) do have a statistically differentview compared to those who aren’t, however the
results arestill positive, with 72% of JAMs finding the planacceptablecompared to 92% non-JAMs. Socio
economic group is found to have animpacton affordability butnot on acceptability. Low income customers do
not have statistically differentacceptability or affordability.

As we have found in other research,some customers arealtruistic. Most customers recognise the significant
serviceimprovements that our plandelivers. “All customers will benefit from the improvements”, “My
household will benefit from the improvements” and “the improvements are needed” were among the top
reasons for the plan being acceptablein both Mid Wales and North Wales.Those customers who find the plan
unacceptabletell us this is down to the bill beingalready expensive, beingunable to affordan increase, or
company profits being perceived to be too high.

Affordability of the plan

Our PR19 planshould continueto deliver affordablebills for todayandin the future. Our acceptability research
shows that the affordability of the bill remains fairly staticbetween the current bill and thefuture bill, although
there is a small reductioninthe % of customers findingthe future bill affordable when presented in nominal

terms.
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Affordability of current and future bill
(household customers)

90%
80% 75% 78% 73%
70%
60% 68% \
63%
50%
53%
40%
30%
20% 17% 14% 16%
10%
0, 0,
0% 13% 2% 13%
Current affordability Future affordability Future affordability
(informed, real terms) (uninformed, nominal terms)

North Wales - netagree Mid Wales - net agree

North Wales - net disagree Mid Wales - net disagree

These results should betreated with some cautionas followingthe firstwave of acceptability research the
proposed increaseinthe North Wales bill changed from 1% to 3.7%. The results from our firstwave of
acceptability,in which we included a “Gabor Grainger” type question on the 2025 bill, indicatethatthis might
causea 9% reductioninacceptability.

For Mid Wales the results for current affordability were taken from wave 1, whilstthe future affordability results
are taken from wave 2, although both samples arerepresentative of our customer base.

Itisimportantthat we continue to providetargeted supportto those customers who struggle to afford their
water bill.Chapter 6.2 - Service for everyone explains howwe will deliver a significantincreasein the number of
customers who struggle to pay that we support.

An appropriate balance of risk and reward

As a company we have embraced the ODI framework, and our customers support this. Most customers tell us
that the ODI mechanismis a fair wayto encourage good service, although some customers are concerned about
the company being rewarded for doing the “day job” or simply disagree with the link between performance and
bills.

Overall,inour PCs, ODIs and investment choices research 76% of customers find the ODI framework acceptable,
inthe context of an £8 impact on a combined bill (or the equivalent on a singleservice or non-household bill).

Inour acceptability research, after being asked about the proposed AMP7 bill, customers were asked about the
impactof ODIs innominal terms on the 2025 bill. Wefound that:

° in North Wales 63% of household customers found the penalty mechanismacceptable,and 51% found the
reward mechanismacceptable (wave 1 of acceptability research, with a +4 impacton the water only bill);
and

° in Mid Wales 59% of household customers found the penalty mechanism acceptable, and 67% found the
reward mechanismacceptable (wave 2 of acceptability research, witha +£2/-£3 impacton the combined
bill).
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Good to drink

Our research shows that delivering safedrinking water is customers’ priority and partof their core expectations
from their water company, soitis a basic needinour hierarchy. Customers expect a good quality and consistent
product every time they open the tap, and whilstthey do not necessarily seethe need to improve the safety of
their drinking water, anything which alters customers’ perception of the safety of their drinking water candrive
dissatisfaction, cause complaints and negatively impacton their perception of us as a company. This caninclude
changes inappearanceandtaste due to the treatment process, different sources of water, or movement around
the network.

Self-fulfilment needs

Psychological needs
(esteem —
independence)

Delivering safe
drinking water

Basic needs

We haveexplored customer views on both appearanceandtasteand odour of tap water, as well as how we should
tackle the issue of lead in drinking water. We have used a range of insight sources ranging from deliberative
research to insight from customer facing employees and analysis of complaints data.

We’ve used arange of insight to understand our customers’ views, including

Approach Purpose

Customer needs research and Improves our understanding of customers’ needs andthe role that we
co-creation playin meeting them (including customers whosecircumstances could
make them vulnerable)

Customer tracker survey Explore views of customer service over time

Valuation research Derives customer valuationsfor reducing complaints aboutdrinking
water andinvestinginlead pipe renewal, compared to other service

elements
Asset health and resilience Explores views on assethealth, resilienceand two casestudies (reservoir
research safety and lead indrinking water)
PCs, ODIs and investment Explores customers’ views of performance targets andincentives

choices research

Insight from customer facing Tells us what our customer facingemployees feel are the mostimportant
employees sources of customer dissatisfaction

Operational insight Expands our understanding of the causes of dissatisfaction using
complaints and voice of the customer feedback

Based on our research we have triangulated our customer evidence to determine customers’ relative priority for
each of our performance commitments. Whilstwe have not discussed the ComplianceRiskIndex (CRI)
specifically with customers, we caninfer customers’relative priority from our evidence base.
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We have triangulated our evidence base to determine customers’ relative priority

Performance Relative Hierarchy of

Rationale

commitment priority needs

Water quality Water qualityis alwaysa top concern, and a fundamental

. Very . expectation, although customers do not necessarily

compliance Basic o . .
Important distinguish between compliance /whether the water is
(CRI) . .
safe to drink and aesthetics.
Number of L. . .
) Drinking water is a key customer concern, with taste and

complaints Very ) . o

o Basic smell emerging at the top priority in WTP, and

about drinking Important

. appearance as a medium priority.
water quality PP P y

Our customers perceive lead pipes —regardless of

Number of lead Ver
Y Fulfilment mitigations in place-as a healthriskand support tackling

pipes replaced Important )
the issue.

Water quality compliance

Unsurprisingly, a safe, wholesome supply of drinking water is viewed as the most important aspectof core
service. Our customer needs research tells us that customers expect their water company to provide a safe,
cleanandreliablesource of water that tastes and smells good, and without excessive chlorination. We consider

providingsafedrinking water as a basic need within our hierarchy of needs (and one that cannot be traded off
with other types of customer needs, such as good customer service). Our research shows that deliveringsafe
drinking water will notdrive increased satisfaction becausethisisalreadytaken for granted, however we know
that when we fail to meet customers’ expectations this candrivedissatisfaction (e.g. we receive complaints).

Our research on outcomes, PCs and ODIs echoes these findings. This outcome is spontaneously considered to be
a key issuethe water company should be focusingon, and part of its central function.

“It’s [providing water that is good to drink] very important! The top priority, isn’t it?” — PC and ODI research,
non-household customer, Newtown

Whilst customers are not necessarily aware of the mechanics of the CRI measure itself, a more holistic
consideration of customer views supports the regulatory expectation of 100% compliance (0 CRI).

Complaints about drinking water quality

The customers we spoke to inthe customer needs research, in both Mid Wales and North Wales, were generally
happythat their water is cleanandsafeto drink,and trust their water companyto providethis service.Some did
comment however on the taste of their water, and expressed concern about the levels of chlorine.

“I don’t drink water from the tap, it's horrible...the smell of bleach...and the taste of it....” - Customer needs
research, Wrexham

Within the Dee Valleyregion (and nationwide), CCWater tracks a number of metrics designed to measure
customer satisfaction with their tap water. Accordingto the latestfigures (2017) 97% of Dee Valley customers
were satisfied with their water supply,and here was an increaseinsatisfactioninall key measures since2016.
98% are now satisfied with the safety of their water, 95% aresatisfied withits colour and appearance, 93%are
satisfied withits taste and smell,and 91% are satisfied with its hardness or softness.
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Data reported to the Drinking Water Inspectorate (DWI) for Dee Valley Water shows that water discolouration
(includingthe presence of particles) and the taste of chlorine make up by far the greatest proportion of
complaints relatingto the water quality?. Whilstthese complaintfigures represent a small proportion of the
customer base, if good quality, safedrinking water is the number one customer priority then these complaints
represent a failureto meet customers’ most basic expectations of their water.

Inour willingnessto payresearch we asked customers whether they had experienced a range of servicefailures

(within the past12 months), including poor tasteand odour of tap water, and discoloured tap water. We found
that reported experience is quite differentin Mid Wales compared to North Wales, with 20% of household
customers in Mid Wales saying they had experienced poor taste and odour compared to 4% of household
customers in North Wales. Discoloured water was experienced by 11% of the household samplein Mid Wales,
whereas in North Wales this was higher at 16%. Non-household experience was consistentterms of the most
experienced attribute.

Household Non-household

(% experienced in past 12 months) (% experienced in past 12 months)

Mid Wales
Poor taste and odour 20% 13%
Discoloured water 11% 11%
North Wales
Poor taste and odour 4% 9%
Discoloured water 16% 16%

Our customer tracker survey corroborates these findings, 21% of customers in North Wales reported
experiencingdiscoloured water and were dissatisfied as a result.

“We were annoyed as we couldn't use the water and then couldn't get through to customer services about
it.”- Customer tracker, wave 4

“It didn't affect me much because it passed quickly. It happens quite a lot so | didn't really mind.” - Customer
tracker, wave 4

If we compared these reported experience figures to the actual number of complaints received, particularlyin
Mid Wales, we see that the number of complaints doesn’t fully reflectthe scaleof the number of people
experiencingan issue. There has also been a strong year-on-year improvement in discoloured water contacts in
the North Wales region, driven by our strategy of upgradingtreatment works and systematically cleaningthe
water mains.|nsightfromour customer facingemployees is consistent with the research — they reported that
customers in North Wales have anissuewith discoloration, although this has improved recently followinga
programme of mains flushingandice pigging.

Inour willingnessto payresearch we asked respondents to state their top three improvements, prompted by
the listof serviceattributes provided. In both Mid Wales and North Wales improvements in the taste and smell
of tap water were the most prioritised improvement, followed leakage. Appearance of tap water was a much
lower priorityin Mid Wales compared to North Wales.

2 Data reported to the DWI for 2015-16.
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0, 0,
IMPROVEMENT — HOUSEHOLD CUSTOMERS MIBRARES 76 NORTRWARES %

(N=250) (N=255)

Taste and smell of tap water 61% 87%

Leakage 58% 60%

Lead pipe replacement 47% 35%
Internal sewer flooding incidents 27%

Appearance of tap water 24% 47%
River water quality 20%
Pollution incidents 20%
External sewer flooding incidents 18%

Low water pressure 13% 33%

Interruptions to supply (lasting 3-6 hours) 12% 37%

The non-household samplewas asked the same question, and we got similarresponses.

IMPROVEMENT — NON-HOUSEHOLD CUSTOMERS MlD(l\Vl\iéss % NOR-I-(I-'L:V;/:)LES %
Taste and smell of tap water 60% 72%
Lead pipe replacement 39% 52%
Leakage 32% 45%
Internal sewer flooding incidents 31%
Appearance of tap water 29% 49%
River water quality 29%
Pollution incidents 27%
Low water pressure 21% 32%
Interruptions to supply (lasting 3-6 hours) 19% 49%
External sewer flooding incidents 13%

Inour PCs and ODIs research we found that 76% of household customers, and 88% of non-household customers

found the proposed targets acceptable. Many of the respondents inthe deliberative workshops had experienced
issues themselves, and therefore did not find the current performance (compared to other water companies)

surprising.

The proposed level of improvement inthe target was considered excellent and stretching, and customers were
interested in more information abouthow the improvements would be made. This performance commitment

was alsothe second highestpriority for outperformance beyond the target, inthe context of ODIs.

“That’s [the drinking water quality complaints target] is unreal! That’s brilliant” — Customer, PC and ODI
research

Overall, an improvement in this performance commitment is considered important to customers. Any deviation
from the standard to which our customers are accustomed is likely to lead to dissatisfaction, and as such, the
underlying and long-term aim of this measureis to ensure a consistent supply of good quality drinking water.
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Lead in drinking water

We have arichevidence baseon the subjectof lead pipes;our research on customer needs, co-creation,
willingnessto payresearch,assethealth andresilience

and PCs and ODlIs research have all explored the topic of
lead pipes. Although our customer facing employees tell
us this does not emerge as a spontaneous concern, we
find that, when prompted, customers are concerned
about lead pipes.

Tackling lead pipes emerges as a top three (prompted)
priority for both the household and non-household
sampleinour willingness to pay research.Household

customers in Mid Wales were willingto pay 60 pence
per year for financial supportfor dealing with lead
pipes,compared to £1.78 in North Wales.

Conversely, our customer needs research found that

whilesome customers are aware of historicissues with
lead pipes, most areunaware that they arestill present
inthe water system or could be intheir home.

There is also mixed awareness and/or confusion over

who is responsiblefor water pipes. Customers are
unaware that they own their supply pipes or of the
health issues associated with lead pipes. When
prompted, customers tend to be shocked and
concerned. This concern does diminish once customers’ questions had been answered with more reassuring
information. The costof replacinglead pipes canalso beseen as prohibitive, and some feel the responsibility
should sitwith the Welsh Government.

“On the one hand I'm not that keen to have lead in the children, but on the other I'm not sure it should be
something Severn Trent should be doing. It should be the Welsh Government” — Customer needs research,
Newtown

Our co-creation with customers has provided some tips on how to go about communicating with customers on
this issue.The co-creation has told us that the target audiencefor awareness should be all customers . However
there are a few groups that are seen as especiallyimportantto target, namely those moving home into a
property builtbefore the 1970s, pregnant women and those with young children.

The key messages that resonated with customers were:

e itiseasyto check whether ornot thisisanissuewhich affects your home;

e your water company is here to help, whether itis withadviceabout how to change your pipes, or how
to manage the riskinthe short term; and

e overall thereis alow riskthatthis will affectyour health, but this is the best wayto have confidence
thatit will not.

Customers alsowanted to see clear,simpleinstructions (step by step guides). They wanted to be informed that
it'saquickand easytest, and reassuranceaboutthe health risks. Customers also feltthat Hafren Dyfrdwy could
work with third parties to spread the word, such as estate agents, organisations who do house surveys, local
councils and nurseries.
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Despite this limitation, there are some clear themes:

e  Where customers are prompted to think about lead inthe water supplyitoften provokes concern and
the desireto see greater efforts to haveiteradicated.

e Few customers express awareness of campaigns designed to educate customers around the issue,
despite such campaigns havingrecently taken place.

Our researchon assethealth andresilience discussed lead pipes as oneof two scenarios, considering both pace
of investment and attitude to risk.Inthis research we also found that there is limited awareness of future
potential tighter lead level restrictions and the existence of lead pipes. When presented with the scenario,
workshop participants questioned the extent of the problem and the consequent amount of disruptionitwould
cause.

The participants intheworkshop agreed increased and more activecommunicationis important,as well as more
testing, so that customers can decide how to deal with the situationthemselves. Overall, customers wanted to
know whether they were personally affected. Those with young children and grandchildren were particularly
passionate, expressing concerns over safety.

"I think it's a good thing to get rid of lead piping. Lead is a metal I don't trust at all.” - Customer needs
research, Wrexham

Interms of pace, this was seen as something that requires actionas soon as possible,and the “do more” option
was seen as optimal due to concerns over health risks.

ﬁio 2: lead pipes

Preferred solution
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to be tested against the tighter In a few hot spot are placement
proposed standard and inspected Samples are op|
for lead pipes (ahead of the likely with the current
legal enforcement by 2030) and awareness and
offer replacement if lead pipes lead in water an

are found. are available.
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This was a purely qualitativeresearch project, which we then followed up with quantitativeinsightinthe PCand
ODl research. We found that the majority of household customers (61%) supported our proposed approach,
whilst26% were willingto pay for a “do more” option with increased activity. Only 8% of customers wanted us
to investless to reduce lead in drinking water. Fairly similar results were obtained from non-household
customers, with 54% supporting the proposed approachand 35%supporting the “do more” option. Only 10% of
customers supported the “do less” option.
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Customer support for lead in drinking water investment

Don't know
Do more
Proposed option

Do less

0% 10% 20% 30% 40% 50% 60% 70%

m Non household customers (Sample: 104) MW Household customers (Sample: 400)

Supply resilience

The investment insupplyresilience (our longterm approach to managingour treated water distribution
reservoirs) contributes to two outcomes (Good to drink, and Water always there), but we have summarised
customer views on this chapter.

Our customers typically taketheir water supply for granted, and ensuringa resilientwater supplyis a
fundamental need that once met, is not given much further thought. We have sought to build up an
understanding of what our customers thinkand expect through a variety of researchand analysisof day to day
contacts. There aretwo key areas where our broader research approach has given us insightthatrelates to
investment insupplyresilience:

° through our customer tracker we know that 88% of customers trust us to plan for the future. In particular
they trust us to balance monitoringand looking after our assets in the shorter and longer term, whilst
keeping bills manageable;and

° from our initial customer needs research a key theme is thatof resilientand dependable supplies, backed

up by infrastructureinvestment, being valued and important to customers. Whilstin our willingnessto pay
researchreducingshort term interruptions to supply emerges as a low (relative, and prompted) priority,
customers take their current resilientsupplies for granted, andin general do not wish to see services
deteriorate.

Inaddition to this we have undertaken specific research onsupplyresilience with two compl ementary
approaches:

° we have used our deliberative assethealth andresilienceresearch toraiseawareness of these more

complex investment decisions,and to get more informed views on the pace at which we should proceed. In
deliberative workshops in both Wrexham and Newtown, we have discussed with our customers the idea of
assethealth andresilienceand then specifically howthey see that inthe context of intergeneration fairness
(who pays for what, and when). These workshops included both current and future household customers,
and were supported by a series of telephone depth interviews with non-household customers; and

° inour quantitativeresearch with customers on the choices inour plan (PCs, ODIs and investment choices

research)we have asked customers to make choices on the paceof investment, inthe context of bill
impacts.
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Customer support for supply resilience investment

Don't know l
Proposed option _

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

 Non household customers (Sample: 104) B Household customers (Sample: 400)

Our research finds thatthe majority of customers, whether household or non-household, either support the
proposed option, or a faster pace of intervention (bringing forward investment required in AMP8). Very few
customers did not wishto express an opinion on this choice.

These results from the quantitativeresearch areconsistentwith the broader insightfromour deliberative
research. Customers generally felt that water companies should be takinga proactiveto mid-ground approachin
regards to assetmaintenance, especiallyas wateris seenas an essential service. Areactive approachis
unacceptableasitcouldleadto a spiral of assets fallinginto disrepair that would eventuallyimpacton all
customers, both interms of safety and cost. At the same time the current experience of good service means that
bringinginvestment forwardisn’tdeemed necessary, especiallyifthis would cost more.

It's interesting to note that the future customers in our workshop felt more disconnected with these choices -
they couldreally understand why a faster paceof intervention was an option, and were content as longas water
is comingout of the tap. Anecdotally, some customers were sceptical aboutwhy we were consultingthem on
such topics, rather than relyingon our internal experts.
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Water always there

A reliablesupply of tap water is a basic customer expectation voiced inalmostall the research that we have
conducted. Our customer needs research shows that customers take their water supplyfor granted, and
ensuringwater is always thereis a basic need that, once met, is not given much further thought. Our asset
health andresilienceresearchtells us thatprevious experience with their water company when anissuearises

canreduce trust(if not dealt with well), but havinga continuouslyreliableservice does not necessarily drive
trust up.

Once this basic need of a reliableserviceis met, there are aspects within the delivery approach (interms of how
we balancesupplyand demand) which can meet higher needs. By giving customers information and choice,
more psychological needs are met, for example by giving customers the tools to reduce their billsthrough water
efficiency adviceand metering. Customers and their families can also benefitfrom our publicaccess sites,such
asreservoirs.These can providethe opportunities for people to meet many different needs, for example basic
needs interms of promoting health and well-being whilstalso providing opportunities for self-fulfilmentthrough
recreation and enjoyingnature.

Self-fulfilment needs Recreation
Environmental benefits and biodiversity

Psychological needs

(esteem — Metering
independence) Water efficiency education

Basic needs Ensuring water
is always there

We have explored customer views on the main performance commitments which underpin this outcome,
includingleakage, interruptions tosupply and low pressure, usinga range of insightsources. Wehave also
reviewed complaints data — many of the serviceissues in this outcome areamongst the top causes of
complaints,includingleakage, pressureand loss of supply.

We’ve used arange of insight to understand our customers’ views, including

Approach Purpose

Customer needs research Improves our understanding of customers’ needs especially when service
and co-creation failures occur, what's importantto them, and how they might engage with
water efficiency messages

Customer tracker survey Explore views of customer serviceover time

Valuationresearch Quantifies the importance of reducingleakage, low pressureand
interruptions in the context of other areas of service

Asset health andresilience Explores views on assethealth, resilienceand two casestudies (reservoir
research safety and leadindrinking water)

PCs, ODIs and investment Explore customers’ views on performance targets andincentives
choices research

Insightfrom customer Tells us what our customer facing employees feel are the mostimportant
facing employees sources of customer dissatisfaction
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Approach Purpose

Operational insight Expands our understanding of the causes of dissatisfaction using complaints
and voice of the customer feedback

Based on our research we have triangulated our customer evidence to determine customers’ relative priority for
each of our performance commitments. We have not discussed unplanned outage with customers specifically as
this is not a customer facing measure. We know that customers expect andrely on us to maintainour assetsin
order to keep their taps flowing. We also did notdiscuss droughtrisk with customers, sinceno improvement is
required for this measure (we will maintainthe current 0% of customers at risk of severe restrictions duringin
drought) andinsightfromcustomer facingemployees suggested this is not a front of mind issuefor customers.

We have triangulated our evidence base to determine customers’ relative priority
Performance Relative Hierarchy of
commitment priority needs

Raflionale

Customers want us to reduce leakage and itis a high

Ver . - A .
Leakage . ty ; Basic priority,although willingness to pay is low. The proposed
importan
P target is acceptable.
Water supply - Interrupti o.ns t(? s-upply appear to be a low priority for
. . Important Basic customers in willingness to pay research, however the
interruptions .
proposed target is acceptable.
Some customers feel water should be conserved and take
. steps to do so, some are motivated by saving money,
Per capita Important Basic pb N . cace i v . & v
consumption some by the environment. Leakage is more important as
a demand measure
Properties at ' . Whilst low pressureis nota. high priority for '
risk of receiving Important Basic improvement, customers report high levels of experience
low pressure of low pressure, which causes dissatisfaction.
Customers recognise the link with interruptions and
Asset health - Important Basic o _g ) p ]
mains bursts traffic disruption. Both can cause dissatisfaction.
Asset health — Low
Basic Inferred priority —not a customer facing measure
unplanned importance P v &
outage
Resili Low . - . .
esilience — . Basic Inferred priority as no improvement required
importance

drought risk
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Leakage

Our WTP research shows that reducingleakage is a priority forimprovement for household customers, however
the WTP valuationin Mid Wales was zero for this customer group. Itmay be that leakageis a high priority for

customers, but they feel this should be funded by the company and not by themselves.

Reducing leakagealso emerges as atop priorityinthe customer tracker survey, inthe context of activities we

should be doing more of inorder to protect or improve the natural environment. 5% of customers in Mid Wales,
and 7% in North Wales, said they had noticed leakage inthe pastyear. This causes dissatisfaction, particularly

when repairs arenot undertaken efficiently.

“They fix it and then it bursts again and again and all the water keeps going in my garden.” - Household
customer, Wales tracker, wave 4

“It did not affect me, but water was running down the street for about two weeks before it was repaired.”-

Household customer, Wales tracker, wave 4

“[DVW should] make sure that leaks are fixed quickly and give information about the leaks.” — Household
customer, Wales tracker wave 4

Inour PC and ODI research we found that 71% of household customers, and 69% of non-household customers,
found the proposed leakagetarget acceptable. This was the lowest acceptability of all the performance
commitments presented, and there were alsosignificantdifferences for household customers between Mid
Wales and North Wales.The qualitative discussion gives us someinsightinto why this is the case —customers

unanimously believed that reducingleakage is good, but felt that the current and target level are both still too
high, even if the water company is performing comparatively well. Some customers did however feel that the
target reductionis stretching.

Inthe context of ODIs, reducingleakagewas the top priority for outperformance beyond the target.

Our insightfrom customer facingemployees also confirms thatleakageis animportantfront of mindissuefor

customers, particularlyasitisinthemedia alot, especially duringhotweather. Our complaints data shows that
leakageis one of the most common complaints.

Water supply interruptions

Due to the lowlevels of customers experiencing some type of supplyinterruption, issues of resilienceare often
not spontaneouslyvoiced as concerns. However, itis clear fromthe research thata reliablesupply, whilsttaken
for granted, is one of customers’ core expectations.

“It’s only when you lose water service that you realise how much of a big deal it is, and how much we rely on
it.” - Customer needs research, Mid Wales

Our NAV research asked customers to describewhat they felt were the “personality traits” of their water
company —for both Severn Trent and Dee Valley.”Reliable” and “quietly efficient” emerge as key themes.
CCWater Water Matters (2017) finds that95% of Dee Valley customers are satisfied with the reliability of supply,
and 88% are confidentina longterm water supply being availablewithoutrestriction.

Inour PCs and ODIs research some of the themes which emerge spontaneously as priorities thecompany should

” o

be focusingoninclude “continuous supply”, “proactive maintenance”, and “responsible use of resource”,

however this doesn’t necessaryimply customers felt these need to be improved.
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Our willingness to pay research shows that only 3% of household customers, in both Mid Wales and North
Wales, state they have experienced aninterruptionto supply (between three and six hours)inthelast12
months, with very similarpercentages (5% for Mid Wales and 3% for North Wales) reported by the non-
household sample. Reported experience was consistentinthe customer tracker survey, with 6% of customers in
Mid Wales and 2% in North Wales reporting experience of an interruption to supply. This was the lowest of the
servicefailures in North Wales.

Our willingness to payresearch gives a mixed view on the relative priority of improvinginterruptions to supply
between Mid Wales and North Wales, with customers in Mid Wales reportingitas their lowest priority, whilstit

is fourth out of six serviceattributes in North Wales.

MID WALES % NORTH WALES %

IMPROVEMENT — HOUSEHOLD CUSTOMERS (N=250) (N=255)
Taste and smell of tap water 61% 87%
Leakage 58% 60%
Lead pipereplacement 47% 35%
Internal sewer floodingincidents 27%

Appearance of tap water 24% 47%
River water quality 20%

Pollutionincidents 20%

External sewer floodingincidents 18%

Low water pressure 13% 33%
Interruptions to supply (lasting 3-6 hours) 12% 37%

Non-household customers present a slightly different picture, and reducing interruptions ranks slightly higher for
them.

IMPROVEMENT — NON-HOUSEHOLD CUSTOMERS IIDAWALES % NORTH WALES %6
(N=75) (N=75)

Taste and smell of tap water 60% 72%
Lead pipereplacement 39% 52%
Leakage 32% 45%
Internal sewer floodingincidents 31%

Appearance of tap water 29% 49%
River water quality 29%

Pollutionincidents 27%

Low water pressure 21% 32%
Interruptions to supply (lasting3-6 hours) 19% 49%
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MID WALES % NORTH WALES %

IMPROVEMENT — NON-HOUSEHOLD CUSTOMERS

(N=75) (N=75)

External sewer floodingincidents 13%

Valuations for improvements present aninteresting picture, with customers in Mid Wales willing to pay nothing
for improvements inthe water supply “package” (which consistedinleakage, low pressureand interruptions),
whilstthose in North Wales havea positivewillingnessto pay.

Whilstwillingness to pay for improvements might be low, our customer needs research shows that the theme of

resilientand dependable supplies backed up with infrastructureinvestmentis both valued and important to
customers. Whilstthis mightappearto be a contradiction,initnot uncommon that different research
methodologies produce different results. Our WTP results showthat interruptions are experienced by few
customers, which could explain the low prioritisation;it’s also possiblethatcustomers expect this aspectof
serviceto be improved but expect the water companyto fund it.

When immersed inthe challenges facinga water company within the deliberativeresearch,andina setting
which allows free-flowing discourseto take place, the results canreveal attitudes and motivations that would
not otherwise have been found by direct questioning.

Inour PC and ODI research we found that 81% of household customers, and 87% of non-household customers,

found the proposed target acceptable.Reducing supplyinterruptions is considered essential particularly for non-
household customers who might rely on water for their trade, and for vulnerablegroups such as the elderly and
parents with young children. Our PC for supporting customers in vulnerablecircumstances recognises this.

“We require an uninterrupted supply of clean, good quality water for the business to be able to function.
Without that my business couldn't function, we'd have tostop”. — Non-household customer, PCs and ODlIs
research, Wrexham

“Not having water would have a massive impact on my health issues - | need water for dialysis, for my
medication, to clean my ileostomy and the ileostomy bag, and todrink.” - Customer needs research, customer
with health and well-being vulnerability

The research indicated that customers do not understand the units that are used to describesupply
interruptions. Given that thisis a common measure, mandated by Ofwat, we cannotchange the units. However
inour customer facingdocuments we will present the information as the number of customers who receive
short(0-3), medium (3-12) and long (over 12 hours) durationinterruptions as this approach resonates more with
them.
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Per capita consumption

Our insight programme shows a mixed picture between those actively savingwater, and those who feel that
water is “actually quitecheap, and used without thinking”. For example, in our willingnessto payresearch we
asked customers to identify which of the following statements best reflected their views. We found the
following:

Which one of the following statements best reflects your
views on the water supplied at your home?

Mid Wales (N=250) North Wales (N=255)

Wateris a scarceresourceand society should conserveits use  39% 49%

Water is a free good, from the sky, and we people shouldnot  11% 8%
have to payfor it

Water is actually quitecheap — we use it without ever 50% 38%
thinkinghow much itcosts

Our customer needs research reveals that some customers are active water savers.Saving water for them

involves a variety of practices such as installing water saving devices, using water butts and recyclingdishwater
and bath water. Motivations to be water efficient seem on the surfaceto be primarily driven by costsavings, yet
some customers in North Wales and Mid Wales talked about being environmentally motivated.

"My main reason for conserving water is to keep the costs down" - Customer needs research, customer with
health and well-being vulnerabilities

"Generally we try to be careful with water because of the environment" - Customer needs research

However, the majority of the workshop participants and customers visited athome were not actively doing
anythingto savewater. These results need to be considered in context (this was a relatively small scale
qualitative piece of research, however these provide aninteresting comparison to other sources of evidence).

Some customers are surprised when they consider the amount of water people use on average per day.

"133 litres per person per day - good grief. If you think about 133 litre bottles of water stacked next to each
other - that's a crazy amount!” - Customer needs research, Wrexham

There is limited evidence of pro-active water saving, beyond the
obvious... but, most are motivated by saving money, rather than the
environment

The majority of customers are not actively
saving water, but do take steps to not ‘waste’ A small number of customers are
water —i e by showering instead of taking actively saving water, by using water-
A very small number of baths, making sure to turn the tap off when saving devices (often provided by Sevem
customers admit to ‘wasting brushing their teeth or not overly filling the Trent or Dee Valley) in showers and
water’ by having baths instead of kettle. They may also have adopted water- toilets, by and other means (such as
showers, or leaving the tap running | |Saving measures ‘by default’ such as having a outdoor water-butts). These customers
whilst they brush their teeth. These dual-flush toilet due to living in a newer are more likely to have water meters (and
customers tend to feel it is their house. be financially motivated to save water),
right to use as much water as they although a number of thes_e customers
need to as they are “paying for it’ are environmentally motivated too

a '

Actively wasting water Actively saving water
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CCWater research (Consumer attitudes to tap water and usingwater wisely,2016) includinga samplein Wales
(not specifically the Hafren Dyfrdwy region) explores the motivations behind customers makinga conscious
decisioninthe lastthree years to use less water. The most recent results show that 37% of customers have not
made a conscious decisionto useless, but for those who have, the top reasons includeitseeming likecommon
sense / normal behaviour, to save money, it being the right thingto do, and to help the environment. The results
are broadly similar across England and Wales, with minimal differences between the two. Certain groups are less
likely to have made a conscious decisionto use less water: non-bill payers, thosein unmetered households,
younger age groups (18-24) and those living with parents or extended family.

Figure 48: WALES: If you have made a conscious decision to use less water in the
last three years, which of the following are reasons why? (All respondents - Wales)

It just seems like commeon sense /normal 33%

behaviour to me

To save money on my water bill

Seems like the right thing to do

For environmental reasons — to take less
water out of rivers etc and help wildlife

As a result of receiving information from

water company about saving water W 2016 (1008)

As a result of receiving information from
elsewhere about saving water

6% W 2015 (519)

Other

Don't know

| have not made a conscious decision to use 37%
less water over the past three years 40%

There is an appetite for more engagement inthis area.The customer tracker research told us that some

customers would liketo know more about how to reduce their water usage, and there is interest in the company
doing more to providefree water saving devices for customers, as partof a range of activities they could do
more of to protect orimprove the natural environment. 52% of customers think we should be doing more to
offer water savingadvicetothose on a meter.
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Our insightfrom customer facingemployees tells us that, although not always frontof mind, some customers
want reassurancethatwe are protecting the environment and that there will beenough water to meet
customer needs inthe future.

Within the co-creation workshop we asked customers to work with colleagues to help design water efficiency
messages. Some of the things that resonated with customers were usingtangible examples of water usages (e.g.
how many bathtubs of water, rather than technical measures such as cubiclitres)and givingsimple instructions

about what customers need to do.

Wrexham co-creative session:
“Wyn says ‘Win Win’ with Dee Valley Water”

Customers used
language that:

Customers brought
out:

N E — * Has a positive

yf, ey, ey X 2 tone — e.g. ‘win'.
gld saye : Gives clear,

b simple

i J TR instructions about
+ The risk to future | W.e o e :;we the ' what to do.
water availability environment For future 8 =
of not acting now. enerations. « Clearly states the
e . 'j"‘ R ) L AR . X consequences of
f - ) ¥ 5 - not acting now.

* That saving water

Properties at risk of receiving low pressure

CCWater Water Matters (2017) finds that89% of Dee Valley household customers are satisfied with their water
pressure. Despite this, 18% of customers inthe willingnessto payresearchin Mid Wales,and 12% in North

Wales, reported experiencinglow water pressurein the past12 months. Customers are telling us this is the
second highest most experienced servicefailure, after poor taste and smell of drinking water in Mid Wales, and
after discolorationin North Wales. Our tracker research corroborates these findings, low pressureis reported by
12% of customers in Mid Wales and 11% in North Wales —this causes annoyancefor both household and non-

household customers.
“The customers inthe B&B get annoyed as their shower has lower pressure”, NHH customer, Wales tracker

Our customer facingemployees alsotold us that low pressure, particularlyin hilly areas, is a source of
dissatisfaction for customers, and pressureis one of the top six causes for complaintin Mid Wales and Dee
Valley. We recognise however there is disparity between what customers are telling us they experience
compared to the number of properties below the Ofwat pressurestandard (35 properties in North Wales,
compared to 14 in Mid Wales), however, given the strong customer feedback we have reintroduced the low
pressure measure for our North Wales region, and are continuing with the AMP6 performance commitment in
Mid Wales.

“[Low pressure] It would be a problem if the boiler didn’twork and you had no hot water, that would be terrible,
a big problem” — Household customer, PCs and ODIs research, Wrexham
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Our longer term aimis to move to a more customer facing measure, but we currently have insufficient
monitoring, telemetry and control inthe network. During AMP7 our planwill includedata and control
improvements and more communication with customers to better understand their expectations and to

understand which parts of the network are not meeting that expectation.

Poor pressurecan be a major cause of dissatisfaction to customers and as such,itemerged as an important
issue.Inour triangulation we have not classeditas veryimportantasinsome sources itdoes not emerge asa
high priority forimprovement. Reducing instances of low water pressuredoes not emerge as a top priorityinour
WTP research, with household customers rankingitthe inthe bottom two and non-household customers inthe

bottom three. These results areconsistentin Mid Wales and North Wales.

In our PC and ODI research we found that 73% of household customers and 80% of non-household customers
found the proposed target acceptable. The discussioninthe qualitativeresearch gives us some insightintothis —
customers felt this is an important area for us to perform in, but were somewhat surprised this was a core
commitment, with the numbers affected being quite low. There was interestin understanding more details, like

the duration of pressure incidents.

“Itreally depends howlongitlasts for,a coupleof hours then fine but for weeks ata time?” —Household customer,
PC and ODI research, Mid Wales

Asset health — mains bursts

Our customers have told us that they trust us to identify and make appropriateplans to maintain service for the
longterm. In our customer tracker survey, 88% of customers said they trustus to invest responsiblyinour

network for the future. We tested this further inthe deliberativeresearch on assethealth and resilience, where
we found that customers do have an overall appreciation of the extent of assets a water companyis responsible
for. Most of the workshop participants feltwe should be takinga proactiveto mid-ground approach when
maintainingour assets —a purely reactiveinvestment approachis notdeemed acceptablewhere an essential
serviceis involved. Overall theservicethey receive resonates with customers more than the state of the assets
themselves —although itwas expected that eventually they would experience issues if assets werenot
maintained adequately.

“They should be maintaining [assets]allthetime, but they should also beforwardthinkingsothere's alittlebit
of proactive stuff as well as maintaining stuff. | definitely don't think they should be reactive.” — Non-household
customer, assethealth and resilienceresearch

We did not explicitly ask for customer views on the targets for mains bursts for two reasons:

1. Mains burstsis nota customer facingmeasure (we are at a level where further targeting of bursts
wouldn’t have a significantimpacton the customer facing measures, such as interruptions or leakagein
the short term). Customers have told us they expect us to carry out maintenance suchthat we don’t
store up problems for the future.

2. We arestrivingto identify the economic level of mains bursts —we are tryingto balancethe long term
stability of the network with the relatively high costof mains renewal as a way of reducingleakage or
preventing supplyinterruptions. Customers do not have enough information to make this choiceandit
undermines our credibility askingthem. For example, duringthe assethealth workshops (not
specifically on the topic of bursts) several customers responded with “isn’tit your job, why areyou
askingus?”.
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Inthe initial customer needs research we talked to customers about their expectations duringa range of service

failures. Mains bursts were considered the leastimpactful of water serviceissues,and resultingonlyalowlevel
inconveniencefor most customers. Customers identified potential improvements inresponseinterms of
compensation and more information, such as the provision of more information on road signs where we are
fixingleaks.Our customer tracker research and customer needs research also tell us thatroad works can be a
sourceof dissatisfaction for customers, as well as temporary repairs.

"There doesn’t seem to be any communication or signs up.” — Customer needs research, Wrexham

Resilience — drought risk

We did not discuss droughtrisk with customers, sinceno improvement is required for this measure (we will
maintainthe current 0% of customers at risk of severe restrictions duringin drought),and our stakeholders and
employees tells us this is nota front of mind issuein Wales.Our jointresearch on water trading (with United
Utilities, Thames Water and Severn Trent, and whichincluded a sample of customers served by water companies
in Wales) tells us thatcustomers do not expect drought to be something that will happeninWales.

“It is a frightening thought that some areas might suffer from a severe shortage of water in such ashort
amount of time. It will not affect me personally in Wales but | have many friends living in areas that are facing
problems in the future. It is a strange concept to think about water shortages in the UK.”- Water trading
research, household customer in Wales

“As far as concerns go, | do not have any as where |l live there is no shortage of water and | doubt if there ever
will be” - Water tradingresearch, household customer in Wales

Reservoir safety

Compliancewith the Reservoirs Act 1975 and amendments is a statutory requirement and as suchis not
optional.Therefore we have not discussed the details of the requirements or the riskassessments with
customers. However, there aretwo key areas where our broader research approach has given us insightthat
relates to the proposedinvestment on reservoir safety:

° through our customer tracker 88% of customers trust us to plan for the future. In particular they trust us to
balance monitoringand looking after our assets inthe shorter and longer term, whilstkeeping bills
manageable; and

° inour initial customer needs research, customers told us, unprompted, the importancethey placeon the
natural environment and havingaccess to green spaces. Ourimpoundingreservoirs contributeto their lives
by offering them access. Wewill alsolookathowwe canfurther meet their needs in the business case by
enhancingaccess andthe facilities atthe sites where appropriateand costeffective to do so.

Inaddition to this we are undertaking specific research on reservoir safety with two complementary approaches:

° we have used a deliberativeto raiseawareness of these more complex investment decisions,and to get
more informed views on the pace atwhich we should proceed. In deliberative workshops in both Wrexham
and Newtown, we have discussed with our customers the idea of assethealth and resilienceand then
specifically howthey see that inthe context of intergeneration fairness (who pays for what, and when).
These workshops included both current and future customers, and were supported by a series of telephone
depth interviews with non-household customers; and

° inour quantitativeresearch with customers on the choices in our plan (performance commitments, areas
of investment choiceand incentives) we areasking customers about the pace of investment, in the context
of bill impacts.
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Customer support for reservoir safety investment

Don't know l

Do more

rropesedopter _

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

= Non household customers (Sample: 104) M Household customers (Sample: 400)

Our research finds thatthe majority of customers, whether household or non-household, either support the
proposed option, or a faster pace of intervention (carryingoutsignificant maintenanceon all reservoirs,
includingthosedue their statutory inspectionin 6 to 10 years’time). Very few customers did not wish to express
anopinionon this choice.

These results from the quantitativeresearch areconsistentwith the broader insightfromour deliberative
research. Customers generally felt that water companies should be takinga proactiveto mid-ground approachin
regards to assetmaintenance, especiallyas wateris seenas an essential service. Areactive approachis
unacceptableasitcouldleadto a spiralofassets fallinginto disrepair thatwould eventuallyimpacton all
customers, both interms of safety and cost. At the same time the current experience of good service means that
bringinginvestment forwardisn’tdeemed necessary, especiallyifthis would cost more.

When discussing reservoir safety more specifically, customer appreciated the need to act on these assets. A
reactive approach would be consideredirresponsible,as well as leadingto future disruption and billincreased.
Customers expect us to maintainand spread the costof investment over time. Customer views did not change if
we were discussingassets in close proximity to themselves, or a neighbouringarea —they expected that
eventually they would feel the impact.Some customers, particularlyin Mid Wales, questioned why shareholder
profits were not being used to bring forward investment inthese assets.

It's interesting to note that the future customers in our workshop felt more disconnected with these choices -
they couldreally understand why a faster pace of intervention was anoption, and were content as longas water
is comingout of the tap. Anecdotally, some customers were sceptical about why we were consultingthem on
suchtopics, rather than relyingon our internal experts.

Whilstwe have engaged customers on the pace of investment, and the impacton bills, weknow from our
researchthat they are not necessarilyinterestedin regularinformation on progress, or technical details of
delivery.



Wastewater safely taken away

Safely taking wastewater awayis a core area of service. Our customer needs research tells us that customers
expect wastewater to be taken away safelyandreliably, with no negative impacts on the environment. Few
customers give much thought to their wastewater services;they tend to “flush and forget”.

“The sewage just goes away. It’s reliable. No complaints” — Customer needs research, Mid Wales

Service failureis relatively rare; the participantsin the customer needs research were happy with this element of
their serviceand felt that if there had been any issues they would have heard aboutthem. When the service
does fail, the impactis significant, often resultingin a discharge of sewage either to the environment or into
customers’ homes and gardens. This is a significantdriver of dissatisfaction and distrustamongstour customers
who experience servicefailure.

Environmental
benefits
Partnership solutions

Self-fulfilment needs

Psychological needs
(esteem —
independence)

Basic needs Preventing pollution
and sewer flooding

Whilstdeliveringthecore serviceis a basic need for our customers, we have opportunities throughout this
outcome to deliver wider benefits, for example through more sustainablesolutions promoting green

infrastructure. These could meet needs at the top of the hierarchy.

We have explored customer views on the main performance commitments which underpin this outcome,
including internal sewer flooding incidents, sewer blockages and pollution.

We’ve used arange of insight to understand our customers’ views, including

Approach Purpose

Customer needs research Improves our understanding of customers’ needs especially when service

failures occur and their level of understanding on what should or should not
be disposed ofinsinks and toilets

Customer tracker survey Explore views of customer serviceover time

Valuationresearch Quantifies the importance of reducing floodingriskin the context of other
areas of our plan

PCs, ODIs and investment Explore customers’ views of performance targets andincentives
choices research

Based on our research we have triangulated our customer evidence to determine customers’ relative priority for
each of our performance commitments. We have not discussed sewer collapses with customers directly. We
know that customers expect and rely on us to maintain our assets inorder to providewastewater services. We
alsodid notdiscuss sewer flooding due to extreme storms with customers, sinceno improvement is being
proposed for this measure. Sincesewer floodingis a customer facing measurewe have inferred a relative
priority ofimportant.
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We have triangulated our evidence base to determine customers’ relative priority

Performance Relative Hierarchy of .
! e Rationale
commitment priority needs
Internal sewer v Although experience is rare, reducing sewer floodingis
. er . , L
flooding . : ; Basic one of our customers’ top priorities and customers are
importan
incidents P altruistic and empathise with those who have suffered

Customers recognise the link to customer facing

Sewer . measures such as flooding and pollution. Thereis a need
Important Basic . . .
blockages and appetite for more education around responsible
sewer use.

. Customers recognise the link to customer facing
Sewer collapses  Important Basic . .
measures such as flooding and pollution

Sewer floodin
& Inferred priority due to link to high priority measures of

— extreme Important Basic .
flooding
storms
polluti Reducing pollution is a priority for customers —the
ollution . . . S . . . .
incident Important Basic environment is becoming increasingly importantin their
incidents

everyday lives

Sewer flooding

A sewer floodingincidentis the worst servicefailurethatcustomers can experience. Whilst many customers
have not had direct experience of floodingthey empathise with those that have, and reducingflooding has
consistently (acrosstimeand multipleresearch projects) been a priority for customers compared to other
wastewater measures. For this reason we have classed this as a very important area for improvement.

MID WALES % NORTH WALES

IMPROVEMENT - HOUSEHOLD CUSTOMERS (N=250) % (N=255)
Taste and smell of tap water 61% 87%
Leakage 58% 60%
Lead pipereplacement 47% 35%
Internal sewer flooding incidents 27%

Appearance of tap water 24% 47%
River water quality 20%

Pollutionincidents 20%

External sewer flooding incidents 18%

Low water pressure 13% 33%
Interruptions to supply (lasting 3-6 hours) 12% 37%

Our willingness to payresearch shows that reducinginternal sewer floodingincidents is relatively important,and

is prioritised compared to the other wastewater attributes of pollution,improvingriver water qualityand
external flooding. No customers inthe researchreported personal experience of internal flooding, whilst7%
reported experience of external flooding.

Non-household customers present a similarpriority ranking for internal flooding, although external flooding
incidents arethe lowest priority.
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0, 0,
IMPROVEMENT — NON-HOUSEHOLD CUSTOMERS MIDIWAEES 76 NORTH WALES %

(N=75) (N=75)
Taste and smell of tap water 60% 72%
Lead pipe replacement 39% 52%
Leakage 32% 45%
Internal sewer flooding incidents 31%
Appearance of tap water 29% 49%
River water quality 29%
Pollution incidents 27%
Low water pressure 21% 32%
Interruptions to supply (lasting 3-6 hours) 19% 49%
External sewer flooding incidents 13%

Inour PCand ODI research, 86% of our household customers and 87% of non-household customers have
indicated that they agreed with the proposed target, which represents an upper quartilepositioninrelationto
the rest of the industry. Customers alsorecognised thatproblems can be due to customer behaviour, and felt
the delivery of the target shouldincludea focus on education.

“[Preventing sewer flooding] If it’s not delivered, then again it’s a disaster!” —Non-household customer, PCs
and ODIs research, Mid Wales

Inthe context of ODIs, reducinginternal sewer floodingincidents by exceeding the proposed target was

considered a low priority.

Sewer blockages

Our customers have told us that they trust us to identifyissues and make appropriateplans to maintainservice
for the longterm. Inour customer tracker survey, 88% of customers said they trustus to invest responsiblyin
our network for the future. We tested this further inthe deliberativeresearch onassethealth andresilience,
where we found that customers do have an overall appreciation of the extent of assets a water company is
responsiblefor. Most of the workshop participants feltwe should be takinga proactiveto mid-ground approach
when maintainingour assets —a purelyreactive investment approachis notdeemed acceptablewhere an
essential serviceis involved. Overall theservicethey receive resonates with customers more than the state of
the assets themselves — althoughitwas expected that eventually they would experience issues if assets were not
maintained adequately.

However given one of the most common root causes of a sewer blockageis sewer misuse, we didask customers
about our blockages target.

Almost ninein 10 (88%) households and businesses found our proposed target (300 blockages/year) acceptable.
There is no difference inacceptability levels between households and non-households. Customers feel itis
reflective of what they wouldwant itto be. Going beyond the target, inthe context of ODls,is a lowpriority. The

common themes from the qualitativediscussion include:

e customers feel that public educationis important, as this is fundamental to the root causeof this issue;

e aswith sewer flooding,it should be made clearer that numbers shown arescaled to the size of the
water company as this causes some confusion;and

e customers suggest the sizeand resultantimpact of the blockageshould be taken into accountwhen
measuring performance.

“The issue is not actually Severn Trent [Hafren Dyfrdwy], it's the public's disregard. If everybody gets told not
to put their wipes and bits and pieces down there. So it’s very difficult here, that this issue is not caused by
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Severn Trent [Hafren Dyfrdwy] but they are still trying to change something in their customers. So clearly, the
target is acceptable.” —Non-household customer, PC and ODI research, Newtown

Our research alsotells us thatcustomers arenot always aware of what they can and cannot flush. For example
one third of customers surveyed in Mid Wales did NOT know that nappies, moistwipes and cookingfats should
not be flushed or disposed of down the sink (customer tracker survey, wave 4).

Customers know that these tems should not be flushed. .
64% Nappies

61% Moist wipes

60% Cooking fats/oils

46% Tampons

32% Condoms
11% Not sure
8% Something else (Cotton buds, kitchen roll and

plastic)
yvact
Utilities Q46 What items, if any, can you think of which should not be disposed of down the toilet or sink because they can block sewer pipes.? ﬁ
: Base: Total Powys only (103)

Sewer collapses

Our customers have told us that they trust us to identifyissues and make appropriateplans to maintainservice
for the longterm. Inour customer tracker survey, 88% of customers said they trustus to invest responsiblyin
our network for the future. We tested this further inthe deliberativeresearchonassethealth andresilience,
where we found that customers do have an overall appreciation of the extent of assets a water company is
responsiblefor. Most of the workshop participants feltwe should be takinga proactiveto mid-ground approach
when maintainingour assets —a purely reactive investment approachis notdeemed acceptablewhere an
essential serviceis involved. Overall theservicethey receive resonates with customers more than the state of
the assets themselves — although itwas expected that eventuallythey would experience issues if assets were not
maintained properly.

We did not explicitly ask for customer views on the targets for sewer collapses for two reasons:

1. Itisnotacustomer facingmeasure (we are at a level where further targeting of collapses wouldn’thave
animpact on the customer facing measures such as sewer floodingor pollutioninthe shortterm).
Customers have told us they expect us to carry out maintenance such that we don’t store up problems
for the future.

2. We arestrivingto identify the economic level of collapses —we are trying to balancethe long term
stability of the network with the relatively high cost of sewer replacement. Customers do not have
enough information to make this choiceandit undermines our credibility even askingthem. During the
assethealth workshops (not specifically on the topic of collapses) several customers responded with
“isn’tityour job, why are you askingus?”
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Pollution incidents

Customer research shows that customers valuethe environment, and in our tracker research, keeping
communities safe from floodingand pollutionis thethird highest priority relativeto other actions the company
could be doing to look after the environment. Customers arewillingto payto reduce pollution incidents (from
ten to seven), although thisis a lower priority for household and non-household customers compared to other
waste measures such as internal floodingand river water quality.

For this reason we have classified theimprovement in performance as animportantpriority (rather than very
important). In the PCand ODI research we found that 81% of household customers and 77% of non-household

customers found the proposed target acceptable. The qualitativeresearch gives us someinsightinto this —the
performance commitment is thought to be important and both current performance and future targets are felt
to be acceptable. Most feel that pollutionincidents arerarebutinevitable (and outside water company control),

and that everything possibleis already being done to prevent this happening.

“Inevitably as a water company you're going to cause pollution incidents. It's never going to be very safe. So,
that's saying that you're making efforts and improving so | guess that's fine. Do it in five years.” — non-
household customer, PC and ODI research, Mid Wales

Inthe context of ODIs, reducing pollution by exceeding the proposed target was a medium priority.

A service for everyone

Although the majority of customers have no issues beingableto access or afford our services, we recogni sethat
this is not the casefor everyone, and our customers expect us to help those for whom this is not the case. For
customers who are affected by such concerns, these may be a barrier to their basic needs being met. Supporting
these customers, through our affordability and vulnerability measures, can help meet psychological needs by
creatinga senseof inclusion and empowerment.

Self-fulfilment needs

Psychological needs
(esteem —
independence)

Basic needs

We have explored customer views on both affordability and vulnerability. We have a rich body of customer
evidence on how we supportcustomers, in particularthosewho are struggling to pay their water bills,including
bespoke research on the effectiveness of the current social tariff offering, and willingness to pay for the social
tariff goingforward. We have alsodonequalitativeresearch on customer needs which allows us to develop a
better understandingthrough in-home depth interviews, of those customers whose circumstances could make
them vulnerable.
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We’ve used arange of insight to understand our customers’ views, including

Approach Purpose

Customer needs research

Improves our understanding of customers’ needs andthe role that we
playin meeting them (including customers whosecircumstances could
make them vulnerable)

Customer tracker survey

Explores views of affordability over time and awareness of support for
customers

Helping customers who
struggle research

Explores the needs of customers either already on our socialtariff (or
likely to qualify usingindex of multiple deprivation data) to understand
effectiveness of our current scheme, and co-designs future options

Social tariff cross-subsidy
research

Understand the acceptability of different levels of customer contributions
to socialtariffand attitudes in general towards providing supportto

customers in greater need

Acceptability research

Tells us whether customers find our proposed planacceptableand
affordable

Based on ourresearch we have triangulated our customer evidence to determine customers’ relative priority for

each of our performance commitments.

We have triangulated our evidence base to determine customers’ relative priority

Hierarchy of

Rationale
needs

Performance Relative
commitment priority
Help to pay
when you need Important
it

Customers are willing to pay to support those who
Psychological struggle to pay their water bill, and feel that everyone
should be able to afford water

Supporting our
Priority Service
customers Important
during an
incident

Customers expect us to provide support to those who
Psychological might find themselves in vulnerable circumstances,
particularly during service incidents

Effectiveness of

our financial Important

support

Customers feel that everyone should be able to afford
. water and are willing to pay to support other customers.
Psychological . .
We are inferred that they would value that support being

as effective as possible.
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Part 1 - Vulnerability

Much of our insight on vulnerability comes from one piece of research, our qualitative projectlookingat
customer needs andin particular fromthe in-depth interviews conducted with a range of customers in
vulnerablecircumstances. Wealso havesome insightfrom two pieces of quantitativeresearch —from CCWater
and our own customer tracker survey.

Our researchreminds us that every customer’s circumstances aredifferent, and their needs areindividual.
However, customers may not see themselves as vulnerableor be aware that they are until there is a service
issue,and supportneeds to strikea balancebetween customers’ feeling they areincluded and empowered, but
not necessarily differentiated.

"No, they don't know me, not as far as | know... I've never had any reason to tell them about my health
issues." - Customer needs research

Awareness of support services

Our customer needs research finds that here is limited knowledge of the supportservices availablefor
customers, includingthePriority Services Register (PSR), but when prompted, customers expect these to be
available. More proactive promotion is required, as well as a broader consideration of who should be listed on
the PSR. On hearingabout the PSR however, customers express interest and positive feelings.

“It’s great that the PSR flags the issue right away — Dee Valley can act better if they know there [are]
vulnerable people who need help” —Customer needs research

"I'd be surprised, because it's not the sort of thing you expect from a water company, | never knew they
supplied the help that they do." - Customer needs research, Customer ina health and well-beingvulnerable
circumstance, Mid Wales

This qualitativeinsightis consistent with that from our customer tracker research.16% of those surveyed in the
Hafren Dyfrdwy region are aware of the PSR.

) } 31%
Alternative format bill 30%
Register of cutomers with additional needs
Dedicated support team to help customers
Deliver bottled water to customers with additional health needs 13% m Dee Valley
Provide nominee and password scheme to help prevent fraud N
1% m Hafren
Dyfrdwy
Additional support for bereaved customers*

CCWater research (Water Matters, 2017) shows thatawareness of these services amongst Dee Valley Water

customers has increased over time, from 17% of customers in 2012 to 48%in 2017, although CCWater has noted
that a changeinthe question wordingin Water Matters is likely to have caused much of the upliftin awareness.
The customer tracker research tells usthat 15% of customers want more information abouttheservices provided.

Our customer needs research shows that customers expect their water company to provide supportto those

who might find themselves invulnerablecircumstances. When prompted, customers recognisethat vulnerability
is context specificand can changeover time. For example, some customers require ongoing support(e.g.
tailored bills, for example for those with visual impairments), whilst others might only require supportin specific
contexts, suchas duringservicefailureincidents.
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Support services duringincidents

Whatever their circumstances, our customer needs research tells us that customers take their water supply for

granted and aninterruption would have an immediate impacton their routine. Some customers might be more
vulnerableduringa servicedisruption orincident. For example, our pen portrait customer illustrated below

would facelifethreatening impacts if he had no access to water.

INDIVIDUAL PEN PORTRAIT: Dialysis and multiple health

conditions

Liam* is a 36 year old former day-care nursery manager, who is on dialysis, has an ileostomy
and is partially sighted. He has had Type 1 diabetes since he was 26 years old, has been on

and off dialysis for five years. He had his ileostomy surgery one month ago. Liam has lived in
Wrexham all his life and currently divides his time between his flat and his girifriend's home.
They both have children from previous relationships, and between them they have three
children

Liam currently undergoes dialysis treatment three times a week which leaves him very tired,
but in his spare time he enjoys spending time with the children and studying for a children’s

“Not having water would
have massive impact on
my health issues - | need
water for dialysis, for my
medication, to clean my

psychology course at the Open University. Liam is currently unemployed, but he hopes that
one day his health will improve and that he will be able to return to work and provide a
comfortable life for his children.

ileostomy and the
ileostomy bag, and to

Liam uses water for many daily tasks and activities, including washing, cleaning, toilet flushing, drink.”

drinking and cooking. Liam also uses water for his dialysis treatment, which currently takes
place at the hospital, and he also uses water to clean his ileostomy wound and bag and
take his medication. He tends fo use more water in the winter for hot baths and hot drinks, as
his health problems mean that he tends to get cold very quickly.

"It's great that the PSR
flags the issue right away -
Dee Valley can act better
if they know there is a
vulnerable person who
needs help."”

However, Liam is very careful with water. He has a water meter, has a separate bin, a dual flush, water saving shower-
head, a rain water butt and fat collecting pots. The main reason for being careful with water is to keep the costs down, as
Liam is currently unable to work.

Liam has always been a Dee Valley customer and has been very happy with the service he has received. At one point he
thought he was paying too much for his water bill and he phoned Dee Valley to get a water meter installed. They were really
friendly on the phone, they were efficient and got everything sorted right away. Liam is also aware that having no access fo
water would have an immediate life-threatening impact on him, and he would be very happy for Dee Vailey to customise the
service he receives based on his health needs, by keeping records of his health vulnerabilities, accommodating his
health needs in case of emergencies and sending bills in large print due to his poor vision.

Our customer needs research tells us that customers (whether invulnerablecircumstances or not) want to see

that vulnerablecustomers are taken careof inthe event of servicefailureand areappropriately cared for.

“Elderly, vulnerable people should have been called” —Customer needs research, Wrexham

Tailored communications

Our customer needs research tells us that customers who do find themselves invulnerablecircumstances do not

necessarily seethemselves as havingspecificneeds, nor do they want to be treated differently. Itis important
therefore for Hafren Dyfrdwy to balanceraisingawareness of the services and supportavailable, without
appearingoverlyintrusive or condescending. Communications also need to accountfor specific needs. Tailored
communications and formats are required depending on different health needs —for example large print bills.

“My gas and electric provider send bills in large print —it would be useful if Dee Valley could do the same” —
Customer needs research, customer with health and well-beingvulnerabilities, Wrexham
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Part 2 - Affordability

Customers are broadly happy with the affordability of their water bills. For example, inour willingness to pay

survey 73% of customers in Mid Wales said they found their billsaffordable or very affordable, compared to 67%
of customers in North Wales.

We can compare this to CCWater research (Water Matters, 2017)in which 80% of Dee Valley customers said

they found their water bill affordable, and to our customer tracker research in which 75% of customers in Mid
Wales and 81% in North Wales were satisfied with the affordability of their bill.

Inour acceptability research, when askingaboutthe current bill, wefind that 68% of customers in Mid Wales,

and 75% of customers in North Wales agree that their current bill is affordable.

Inour customer needs researchin Mid Wales and North Wales respondents were also broadly happy with the

costof their water bills, butwould liketo see more of a breakdown withinthem to show where their money
goes. Customers were surprised by the breadth of water company operation,and increased awareness could
increaseengagement and satisfaction with water company service.

“Wow they do a lot - especially considering what we pay - it puts it into perspective” — Customer needs
research, Wrexham

"Water is one thing | don’t mind paying for one bit. They don’t overcharge us for the good service they do. Not
like the other two [gas and electricity], they charge an arm and a leg." — Customer needs research, Mid Wales

Not surprisingly,inour social tariff cross-subsidy research, 95% of customers agree it's essential thatwe keep

bills affordablefor everyone.

When asked about preferences for future bills in our willingness to pay survey, a majority of customers in both

regions wanted billsandservices stay thesame.

()
BILL AND SERVICE CHANGE MIDAWALES % NORTHAWAEES

(N=131) % (N=141)
Bills increaseslightly and services improve 36% 11%
Bills and services stay thesame 63% 87%
Bills reduceslightly butservices deteriorate 2% 2%

Whilstacrossall studies the majority of customers find their bills affordable, the numbers quoted above do show
that affordability of billsis anissue for some customers. For example inthe customer tracker research we found

that 19-20% of customers sometimes struggle to pay their (household) bills,and 2-4%say they are often or
always behind on payments (data for the three waves undertaken by Dee Valley). 10% of customers in Mid
Wales,and 7% in North Wales told us they find their bills unaffordable, or very unaffordable (customer tracker,

wave 4).

We find fairly consistentresults in the willingnessto pay research, with 7% of customers in Mid Wales and 9% in

North Wales findingtheir bill unaffordable, or very unaffordable. Inthe acceptability research wefind that 17%

of customers in Mid Wales,and 13% of customers in North Wales, find their bill unaffordable.
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Awareness of support services

We also knowthere is littleawareness of the support on offer. For example CCWater research (Water Matters

2017) states that only 3% of Dee Valley customers were aware of the company’s social tariff scheme, down from
5%in2016.

The same lack of awareness is found within our customer needs researchin Mid Wales and North Wales, but

when told about the different assistance offerings, customers were surprised and pleased by the range of
services available. Customers sayit’s importantfor the water company to be proactivein offering targeted

supportto those who need it, rather than waitfor customers to ask.

“l think they should be proactiveon this.Rather than justsaying “we providethis service”, they could be

proactiveandactually contactthe people who are strugglingto pay” — Customer needs research, Mid Wales

Our “helping customers who struggle” research echoes this finding—amongst those not on a social tariff
(without prompting) no one was aware of the BigDifference Scheme or Here2Help schemes. After prompting
with a brief description, 5% of Mid Wales customers and 8% of North Wales customers confirmed they had
heard of the respective schemes. This research also found that customers would prefer to find out about the
help availablefromtheir water company, butinrealitythose on a socialtariff had used a range of third-party
channels (such as advisors, Citizens Advice, friends, relatives and websites) to access help.

A slightly more positive pictureis foundin our customer tracker survey - 10% of customers in Mid Wales, and

15% in North Wales, areaware of the respective social tariff schemes.

Wrexham Powys
HH HH

Free water meters
Free water meters

Big Difference scheme
Watersure
Seven Trent Trust Fund

Alternative payment
plans

Watersure
Here2Help Short-term payment
plans

%  None of these 52% None of these 55%

Not all customers in North Wales areaware that Dee Valley only supplies their water, as they only receive one
bill. The Dee Valley tracker reported inwave 2 that only 25% of customers were awarethat Dee Valley Water is

not responsiblefor sewerage services).
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Customer groups needing support

Our “helping customers who struggle” research and customer needs research has helped us to identify four key

customer groups for whom we need to providesupportin different ways, due to their different circumstances.
We need to ensure our offering helps all four of these groups with both in-year bills aswell as arrears.

‘"

‘Longstanding”

This group is characterised by longterm unemployment orvery low and irregularincomedue to beingin and out
of work frequently. They arewhollyor partlyrelianton benefits, and might have possibly experienced “benefit
sanctions”. They might also havea number of wider vulnerabilities such as poor numeracy, poor literacy skills,
mental and/or physical health issues or disabilities or bea full/parttimecarer. Many in this group lead complex
and chaotic lives and water debts are more likelyto escalateinto the thousands rather than hundreds of
pounds. Often they have been inwater debt for more than five years andin some cases more than ten years.
They are likely to have severe financial difficulty and a hand-to-mouth existence.

“Sudden and severe”

This group will have previously been employed and earningaverage or higher than average incomes, and
previously nothave missed a water payment. They have then experienced a serious and unexpected life event
e.g. majorinjury,andbeen unableto work for weeks or months. The sudden loss ofincome, or severe dropin
income (particularly acuteif self-employed) means they become immediately unable to pay anybills,including
water. Injury might also mean they have limited ability to engage with or interactwith creditors.

“Borderline”

This group is employed, but with low to average income — they are “justabout managing”. A lifeevent (such as
jobloss,ill health or family problems) may have caused a reductioninincome for a short period. They are
infrequently inarrears with companies including their water company and their general overall financesaretight
but not severe. This group is more likely to face any debts head on and look for solutions.

“Struggles with finances”

This group has a lowto average householdincome, but often leads busy and chaoticlives.They find managing
their finances and bills confusing and difficult. This could lead debts to accumulateand causefurther anxiety.

We haveillustrated these through the following customer personas.

‘LONG STANDING’

Alun, lives on his own

Alun is 49 year old who lives on his own in a housing association
property in Wrexham

He has mobility issues and mental health issues

Alun would love to work, but finds it hard to keep a job due to his
mental health issues

His income is therefore low, is largely reliant on benefits and can be
unpredictable

Alun has a range of debts with different companies and struggles to
cope with the stress of this

‘SUDDEN AND SEVERE’

Evan, married with children, sudden illness

Evan is a 46 year old married father of two young boys

The family has lived in their privately rented home in Wrexham for
several years

Evan has been diagnosed with cancer and is undergoing chemotherapy.
He has been out of work since the diagnosis and plans to return to work
after his recovery

Before he was diagnosed, he was working various jobs. His wife is also
currently unemployed

One of his children has severe disabilities

‘BORDERLINE’

Bethan, single parent

Bethan is a 40 year old single mum of three older children, living in
Welshpool

In the past she has worked in a bank, but for the last ten years, since
she and her partner split up, Bethan has had a part-time job in a school
Bethan is studying for a degree with the Open University, with the aim
of becoming a full-time teacher

‘STRUGGLES WITH FINANCES’

Maria, married with children

Maria is a 22 year old mother of two young children, living in Newtown
She has been a full-time homemaker since the birth of her first child.
One day she hopes to continue her studies and become a mental health
support worker or midwife

Maria has struggled with mental health issues for a long time; when
they were at their worst, she fell heavily into debt. Maria continues to
struggle with household finances. She prioritises her energy bills over
her water bill because she knows water cannot be cut off

Please note customer names have been changed to protect identities
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Through our “helping customers who struggle” research we have found that for customers who arestruggling,

having control and flexibility is critical —they feel they need a planto be tailored to their personal situation.The
human element is also key, whilstwater company staff were seen as quickto address payment plans for debtors,

a personal touch and an ability to empathise are sometimes lacking.

Customer feedback on the current social tariff

Customers on the Dee Valley Here2Help scheme say they find it helpful but not lifechanging (possibly dueto the
lower discountlevel than the Big Difference Scheme (BDS), and the factit covers the water partof their bill only.
Inthe researchitdidn’t appearthat these customers had been signposted (or “passported”) to DCWW'’s social
tariff scheme). For example, only 62% of customers on the Here2Help scheme thought itmade a difference to

their household’s longterm financial situation, with 26% reporting that it makes no difference.

Our co-creation event in Wrexham showed that participants feltthat we couldincreaseoursocial tarifflevel of

supportfrom 30% to 50% in order to match the reduction to the customer’s individual circumstances.

Customers on the BDS scheme find it makes more of a difference - 93% of those interviewed in Mid Wales on the
BDS saiditmakes a long term difference to their longterm financial situation. There is however evidence from
some customers on BDS that the discountlevels could be more generous than needed. Reducingthe discountfor
some, not all, groups would enable more customers to get assistance. However, itis clear thatsome customers

would still requirethegreatest level of discount.

Is BDS too generous for some recipients?

Q25. Compared with the level of discount you thought you

might get when youfirst decided to apply for help with paying = Some surprise in qual that
your water bill, would you say that the amount of discountyou
now actually get off your bill is.... water company even offers
mOn BDS* M On Here2Help* d.
20% Iscounts

* The level of help offered by
BDS in particular exceeded
the expectations of most
recipients in Powys

28% 26% 28%

More than you expected About what you Less than you expected Don't know
expectad

* Caution: Small bose size Single response only allowed ~ Base: On BDS (44) / On H2H (50)

* A more mixed picture was
Q31. In general, would you say that the scheme has been... evident amongst reCipientS

m On BDS* B On Here2Help* of Her92H6|p.
82%

14%

T
Better than you expectedAbout what you expected  MNotas good as you Don't know .
* Caution: Small base size Single response only allowed Base: On BDS (44) / On H2H

(50) RESEARCH
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Apart from the impacton their financial situation, customers in receiptof a tariff (in both Mid Wales and North
Wales)alsotalkaboutother positive benefits includingimprovements to their physicaland mental health and
their general well-being. It's also evidentthat receivinga social tariffimproves how customers view their water

company, with genuine appreciation for the help received.

The application process for both BDS and Here2Help was seen as manageable, but supportwith the application

process is crucial for many. For some, a paper based applicationisa barrier.

Our “helping customers who struggle” research also showed that, amongst those ‘Not on a social tariff’, the
majority of customers (71% of respondents in Mid Wales and 74% in North Wales) felt that the respective tariffs

would helpthem now orin the future, highlightingthata degree of unfulfilled demand exists amongst

customers.

Our socialtariff cross-subsidy research presented customers with a description of the social tariff schemeand
asked for a one word description. Views were mainly positive, however some raised concerns aboutthe need for

itto be adequately means tested.

“"Water is something you can't
do without. It should be made
fair for everybody.”

"It’s acceptable if people are
genuinely short of cash.”

Base: 429. Q03 What one word would you use to describe Severn Trent’s Big Difference scheme? / What one word would you use to
describe Dee Valley Water’s new Here2Help scheme?

Willingness to pay for future social tariff

Initial findings froma question within our general willingnessto pay survey suggest there remains a proportion
of customers who fundamentally disagree or strongly disagree with the concept of supporting customers in

financially vulnerablecircumstances.

The Dee Valley PR14 social tariffs research also found highly polarising results, initial responses to qualitative

research found a broad spectrum of attitudes, with about half of respondents being “rejectors” and a handful of
“natural supporters”.In the quantitativeresearch, 71% of participants accepted the introduction of the
proposed tariffatan additional charge of £0.44 per year.

Inthe “helpingcustomers who struggle” research knowingthat tariffs were paid for by other customers caused

concern, a sense of guiltor unfairness. This tended to be because they didn’t likethe factthat other customers
may have to subsidisethem for being in a situation thatwas of their own makingor unfortunate circumstance.
For some, itseemed to addto the shame of being in debt and havingto rely on others to help them get by.
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There was a small number of customers though who felt that having paid their way for many years that this was
insome way fairas anyonecould end up infinancial troubleand may need help.

Our specificresearch to establish customers’ willingnessto cross-subsidise other customers (social tariff cross-

subsidyresearch), through the social tariff, found anincreasein the amount customers are willingto pay,
compared to PR14 research.83% of customers in North Wales arewillingto contribute £1.75 per year, and 82%

of customers in Mid Wales arewilling to contribute £3.50 per year.

Acceptability of contribution level
Very acceptable /acceptable/don’t mind
83%
57% 55% 55% 54%
46%
40%
I I 32% 31% 29%
£1.75 £2.50 £3.50 £4 £4.50 £5.50
total total total total total total total total total total
(£1.25 (£1.50 (£2extra) (£2.50 (£3extra) (£3.50 (£4 extra) (£4.50 (£5extra) (£5.50
extra) extra) extra) extra) extra) extra)
Q4: How acceptable would you find the cross-subsidy at this level?
Base: Total sample Wrexham (n=212)

Acceptability of contribution level
Very acceptable /acceptable/don‘t mind POWYS
82%
60% 59% 59%
51%
45%
34% 33%
28%

I I 22%
£3.50 £8 £10 £11 £12
(50p (£1 extra) (£2 extra) (£3 extra) (£4 extra) (£5 extra) (£6 extra) (£7 extra) (£8 extra) (£9 extra)
extra)

N.B. Results shown combine Powys single/dual-service. We have assumed single-service customers contribute half as much as combined
customers. Q4: How acceptable would you find the cross-subsidy at this level? Base: Total sample Powys (n=217)

Some of the reasons why customers didn’t want to pay more than their final price point include:

e “ldon’t thinkit's far that customers should pay for the water bills of other customers”;

“I think the scheme is too open to abuse”; and

e “I'don’t want my bill toincrease”.
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Supporting customers in debt

Our socialtariffschemes aredesigned to only help customers with their current water bill —they do not help
customers clear older water arrears and therefore may provideonly temporary relief from financial challenges.
Inthe telephone survey conducted as partof the socialtariffs research, wetested brief descriptions of existing
and possiblefuture methods for helping customers facing problems payingtheir bills,and there was support
amongst the majority of customers for all of these. In particular:

e phone callsandtext messages from the water company were seen as attractiveto customers;

e customers would liketo see the water company working with those with water debt to set up payment
plans;and

e the majority of customers supported a payment matching scheme (with 90% of those on a social tariff
supportingitand 75% of those not on a social tariff thinking their water company should offer it).

Inthe co-creation event we discussed the payment matchingscheme in-depth with customers. We found that
some customers found the idea confusing,and therefore care would need to be taken to ensureitis accessible

to those who need it.

Other assistance schemes

As well as our social tariff we have a number of other offerings which supportcustomers who are strugglingto
pay; these include Water Direct, WaterSure and flexible payment plans. We know that customers valuethese
options. For example, our willingnessto payresearch told us that 67% of customers in Mid Wales and 48%in

North Wales thinkit's importantfor us to have a variety of flexible payment plan options for payingtheir water
bill. This was the top priorityin Mid Wales,and second top priorityin North Wales inalistofadditional services

we could provide.

“When my husband left me, and left me with no money, | couldn't pay the bill. | owed [Severn Trent] about
£170,so0 | phoned them about it. They were really good and understanding and allowed me to pay every

week, and they made sure it was affordable for me.” - Customer needs research, Mid Wales
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An outstanding customer experience

Everything we do, every day, contributes to our customers’ experience of us and we want that experience to
exceed their expectations. We believe customer serviceand experience sits inthe middle layer of the hierarchy
of needs. Whilstitis importantthat we meet customers’ expectations of customer service, much of whichis
functional and transactional, this outcome also describes those elements which empower customers,and enable
them to feel in control of their experience.

Self-fulfilment needs

Psychological needs
(esteem —
independence)

Basic needs

For many of our customers, their experience of dealing with us is limited to the few times they arerequired to
contact us to open accounts, pay bills orinformus of a change in circumstance. There is an opportunity here to
exceed our customers’ expectations and driveincreases in satisfactionand trust. We have explored customer
views on customer serviceand experience primarily through our customer tracker survey, supported by
qualitative evidencefrom our customer needs research and research onthe licencechange, andinsightfrom our
customer facing employees.

We’ve used arange of insight to understand our customers’ views, including

Approach Purpose

Customer needs research Improves our understanding of customers’ needs andthe role that we
playin meeting them (includingcustomers whosecircumstances could
make them vulnerable)

Customer tracker survey Explores views of customer serviceover time

NAV research Explores customer views on the acquisitionand licencechange

PCs, ODIs and investment As well as the main objectives of this project, we used the workshops
choices with non-household customers as an opportunity to understand what

they expect interms of customer service

Insightfrom customer facing Tells us what our customer facing employees feel are the most important
employees sources of customer dissatisfaction

Operational insight Expands our understanding of the causes of dissatisfaction using
complaints and voice of the customer feedback

Based on our research we have triangulated our customer evidence to determine customer’s relative priority for
each of our performance commitments. For this outcome two of the performance commitments are mandated
and defined by Ofwat (CMeX and DMeX) and we have not explored these specifically with customers. We have
been active inthe Ofwat working groups for these measures,and boosted our samplein the first CMeX pilot

survey inorder to increaseour understanding of the measure.
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We have triangulated our evidence base to determine customers’ relative priority

Performance Relative Hierarchy of .
Rationale

commitment priority needs

Customer experience drives satisfaction and trust.

Ver
CMeX . v Psychological  Customers expect an outstanding experience every time
important
they turn the tap on, or have to contact us
Non-household Very Non-household customers expect an outstanding
Psychological experience every time they turn the tap on, or have to
customer important Y & P Y Y .
experience contact us
. Developers operate ina fast paced competitive market so
DMeX Important  Psychological . . . .
e it's important we provide them with good service
Customers expect us to comply with the Welsh Language
Welsh language Important Basic P p.y. ) ) guag
services Act and value the provision of this service

Part 1 — Household customers

Customer satisfaction

Our customer tracker research tells us that 94% of customers in Hafren Dyfrdwy aresatisfied with the service
they receive from their water company. 89% of those surveyed associated “great customer service” with their
water company. Our customer facingemployees told us that Dee Valleyis a well-recognised and trusted brand,
agileandresponsiveand with a loyal customer base.

CCWater Water Matters (2017)finds thatbased on customer perceptions, Dee Valleyis the top performing
water only company, with high scores on key measures of satisfaction with water service, satisfaction with value
for money, water company cares aboutcustomers and trust inthe water company.

Nonetheless there are opportunities forimprovement. Customers expect us to deliver the following,inall our
interactions with them:

e good communication;

e alocalandfriendlyservice;

e apersonalisedservice;

e to beableto choosewhether to use English or Welsh;and
e caringsupport.

Inaddition to this they expect to be ableto contact us through the channel of their choice, and to be ableto
access information on a range of channels, including social media, when something goes wrong.

Contacting the water company — channels and experience

The majority of customers do not contact their water company. Our customer tracker research tells us that 16%
of customers in Mid Wales,and 21% in North Wales, have contacted their water companyinthe past12 months.

Nearly half of these are billing enquiries, followed by water enquiries. No customers in Mid Wales had enquired
about wastewater, but itmust be noted that the samplesizeof those contactingSevern Trent is small.90% of
those who have contacted Severn Trent / Dee Valley feel thatis was easyto do so.
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Incomparison, CCWater Water Matters (2017) tells us that 17% of Dee Valley customers contacted their water
company inthe past12 months.

The customer tracker survey alsotells us thatonly 9% of customers have visited the website inthe past12
months.

Customers who have hadreasonto contactus still prefer usingthe telephone, although there is scopefor an
increasein email and webchat.

Contacted by.... Would like to contact
by

Speak to them on the phone 93% 87%

ﬁ Email 3% 16%

KX X} Sggii to a DVWIST engineerfemployee in 20, 8%
Online webchat - 4%
Write aletter - -

No significant

Text message - = differences by

region, or over
Twitter or Facebook - - time

O [0

Other 2% 6%

Our insightfrom customer facing employees told us that customers valuethe ease of contactwith Dee Valley

|Il

staff — they want to get straightthrough on the telephone to a “real” person, without havingto navigate
complex phone systems. They valuestaff being ableto pronounce Welsh placenames. Despite the telephone
being a preferred contact channel they feel there is anincreased expectation of a social media presence, and
that this would be useful particularly duringlargeincidents. According to employees, customers in North Wales
are felt to respond to colloquial languageand empathy, and dislikea ‘corporate’ approach.

Analysis of our most recent SIM results tells us thatthose who were satisfied for water contacts liked the
helpfulness and professionalism of the contact centre and engineers, whilstthosewho were not satisfied
wanted better communication. Customers valuebeing kept informed and the company keeping promises. In
terms of billing contacts, satisfied customers liked a quick, efficientand helpful service.

Some customers tell us they valuea more personalized service.

"I currently receive information by letter, but a phone call would bebetter as I'm partially sighted and | have
trouble with my vision.” - Customer needs, Wales

Inthe willingness to payresearch we asked customers to select their top priorities fromthe listof additional

services /improvements. Only 5 — 6% of customers selected “having a variety of digital channelsavailableto get
intouch with your water company (such as Facebook, Webchat and Twitter). However, it's worth noting this was
being compared to other improvements which we know from other research areimportant to customers (e.g.
educationinschools, biodiversity and flexible payment options).

Although we serve arural area, our research tells us that 73% of customers in North Wales access theinternet at
leastonce or twice a day,compared to 61% of customers in Mid Wales. The majority of those who do not access
the internet tell us that this is becausethey do not wish to, as opposed to network connectivity.
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Being a local water company

Our insightfrom customer facingemployees told us that retainingthe local feel andidentifyis very important,
with aspectsuchas the “hatch” at the Wrexham office, home visits, local knowledgeand a community role being
particularlyimportant.

"It's very important to know the customers and the area - you don't want to deal with someone based on the
other side of the country who doesn't have a clue.” -Customer needs, Customer ina financially vulnerable
circumstance, Wrexham

"I'm very happy it's on the doorstep and you can go in and see them - it makes Wrexham a better place." -
Customer needs, Wrexham

We explored this further in our customer needs research. Respondents told us that they consider a local feel can
be defined by three main aspects:

e Havingastrong presence inthe local area

Our customers have told us that havinga strongpresence inthe local area isimportantto them. Customers want
to know they can get intouch with someone quickly and easily,and who understands them and the local area.

There is an opportunity to retain and make more of the Wrexham “hatch”, customers arenot aware of its
serviceand would like more information abouthow they canaccessiit.

Others suggest havinga local area representative,a presence at local community events and updatinglocal
websites (e.g. Wrexham.com) with information on services and upcomingworks.

e Usingthe local workforceandlocal suppliers

Customers feel it's importantfor alocal companyto playa partin the local economy. Even where this may
increasebills, customers thinkitis importantto employ people locallyand uselocal services. Customers could
think less favorably of Dee Valley Water if business was taken away from the local areas.

e  Getting involved with local causes and charities
Customers would valuetheir water company getting involvedinlocal causes, charities and initiatives.

Our customer tracker research found that customers do not think the acquisition will make much different to
them, providingcustomer serviceis upheld. A small percentage of customers commented that they did not like

the idea of losinga local company.

As long as the
service continues
asitis, | am happy.

It doesn't effect me
as long as they
keep service up.

| liked it when they
were a local
company.

389, 149% 7 119 PH

As long as | get It makes fifle Itwill not impactmy ~, Do notlike losing a preferred it to

They're both water
companies so | imagine
the service will be the

same anyway.

my water | don' water service as | local/small continue being a
mind who it s. difference to as service welsh ’

me company.

| don't know much about it but

as long as the same service

is still provided I'm happy, it
doesn't bother me really.

| am not concerned there
will be any change in

service with regards to the

water quality and my bill.

At first | was upset at
losing another local
company, but that is the
way of the world.

The water is basically
the same no matter
wha sunnlies it
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Our research onthe NAV gives us some insightinto emerging themes about the “perfect” water company, which
includea customer serviceelement where a well-staffed, easyto contact and local centrewould be seen as the

gold standard.

Well

Locally staffed maintained

Local people, in
local caII_ centres | People answering Commitment to
answering the the phones, no maintaining/improving
phones call menus or IVR water quality

Maintenance staff
well distributed Investment in eco
across the ] friendly/green |
network, so no technologies i i Updating pipe networks
areas are left throughout the region and infrastructure
behind

Welsh language services

Welsh languages services arerecognised to be important, for example our NAV research found that customers
demonstrated a fiercesupport for the need for Welsh languageservices to be continued, despite those
participatinginthe research not being (fluent) Welsh speakers, and being unlikely toread billsin Welsh, or to
phone a dedicated Welsh speaking supportline.Respondents couldn’treconcilethe loss of dedicated, Welsh

speakingemployees (andreplacement with a servicesuch as Language Line) with any monetary savings.

“It’s the same as cutting the cost by not sending the bill out in Welsh as well. People would take offence to
that [moving to Language Line], but they could probably make a massive saving straight away for not doing
that, but there would be an uproar, they wouldn’t be able to do it.” — Customer, NAV research

Of the investment choices presented to customers inthe PC and ODI research, Welsh languageservices was the

one with received the largest percentage of customers supporting the proposed option, with 73 % of household
customers and 74% of non-household customers.

Customer supportfor Welsh language services

Don't know um

Do more | —
PO P 0s e O 0

Doless |

0% 10% 20% 30% 40% 50% 60% 70% 80%

Non household customers (Sample: 104) ® Household customers (Sample: 400)
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Part 2 — Non-household customers

We have a strong performance interms of non-household customer satisfaction for our Dee Valley customers —
“Rant and Rave” scores have been improvingeachyear in AMP6, and written complaints arefew and far
between. Our contactdata tells us that telephone is the primary contactchannel.

Performance Written complaints
Rant & Rave 2015/2016 2016/2017 2017/2018 Improvement
Total NHH Complaints 13 16 2 88%
2015/2016 Written Complaints (incl. email) |13 13 2 859%
2016/2017 Stage 2 Complaints o] |3 0 100%
2017/2018 CCW Investigations o (o] o N/A

A key part of how we’ve understood our customer servicefor non-household customers is via our customer
tracker. We regularly ask customers a wide variety of questions aboutservice, trust and valuefor money, as well
as their wholesaleservice. We've used the feedback from this tracker to help form our service offerings for the
future. We've focused on areas that customers feel are important to them, and areas where our tracker shows
that we canimprove.

A key finding from this survey is thatoverall performance is very good, with 96% of non-household customers
happy tellingus they are satisfied with their service,and 88% feeling that we provide great customer service.
Despite this, on some measures, non-household customers are less happy than our residential ones, as the
below table outlines.

VEEL] [ Household % Household % Non-Household (%)
(Mid Wales) (North Wales) (North Wales only)
Satisfaction 95 93 96
Value for Money 87 83 74
Affordability 75 85 75
Trust 89 84 87
Great customer service 88 92 88
Happy with your water 81 83 74
supplier
Leading service 92 86 87
provider

We need to ensure that business customers havebills which areaffordableand offer value for money, as well
being happy with their water supplier.

Some of the ways we could improve customer serviceincludefixingissues rightfor the firsttime (repairs and
leaks)and improvingresponse when we get intouch.

Our PCand ODl research explored initial perceptions of satisfaction and trust. Respondents had both positive

and negative associations, as well as neutral comments about their water company operating in the background
and “just being a water company”.

“[Positive association due to] the fact you ring and speak to someone straight away” —Non-household
customer, Wrexham

“We’ve had problems where a leak was identified, asking us to fix it, but no description of where the leak
was?” — Non-household customer, Wrexham
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We used the workshops with non-household customers withinthe PC and ODI research project to explore what
these customers expect from their water company in terms of service. They told us the followingareimportant
to them:

- aprompt service;

- ahuman touch inthe call centre;

- appreciationthattime / disruption equals loss ofincome;

- quickinformation;

- easeof contact, particularlyinan emergency, although not necessarily a named contact; and
- consistentservice.

Customers told us they were not particularly willingto pay extra for additional services, apartfromservices such
as water efficiency, which could savethem money. Local knowledge in the Wrexham call centre was particularly
valued from customers in North Wales,and customers were fearful of losingthis through the acquisition. There

was also fear around new-look bills, new phone numbers, priceincreases and reduced levels of service.

We areplanningto implement the followingservices after the licence change (rather than waituntil AMP7).

* Adedicated phonelinefor business customers, based in Wrexham —we know that telephone is the
primary contactchannel for these customers;

* Casemanagement forindividual customers - offeringa highly personalised service where customers in
regular contactwill know their HD contacts by name;

* Adirectemail address for customers to contact if they wish,under the @hdcymru.co.uk email;

*  Water efficiency self-audits, where our customers can download a printableform that allows them to
identify water and therefore money savingtips;and

* Simple and easy payment options —online, phone, direct debit.

We arealsolookingto offer the ability to provide free Water Efficiency Checks for our business customers prior
to the end of this AMP.

Eligibility for retail competition
Our PC and ODI research probed non-household customers’ understanding of the open market in Mid Wales.

Generally we found that the customers had a good understandingof the retailer and wholesaler difference, and
were aware of Severn Trent no longer operating in Wales. Most recalled receivingliteratureaboutthis.

None of the customers we spoke to had switched supplier, butsome felt disadvantaged aboutnot being able to
participatein the future.

“l didn’t discuss it with Severn Trent. | did pursue the matter with the Farmer’s Union of Wales. But | was told
because most of Wales was Dwr Cymru, it didn’t affect many people and wouldn’t be pursued” — Non-
household customer, PC and ODI research

Awareness of the merger was higher amongst non-household customers compared to household customers,
however the comments focused mainlyonservicerather than the open market.

“To me, it's of no importance. I've got my water to be supplied, like I said before. If it makes a company bigger
and stronger and they provide a better service, that's great. But, it doesn't really impact on myself or my

business or my home.” — Non-household customer, PC and ODI research
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A thriving environment

Our research shows that customers valuethe natural environment. The environment runs through all levels of
the hierarchy, reflecting the fact that some of our activities deliver a basicneed (such as complying with
statutory obligations) and other activities can satisfy wider needs, such as enhancingbiodiversity, which creates
opportunities for wider fulfilment. Our plans looks for opportunities for solutions which deliver valueateach
level, for example by delivering wider benefits.

Self-fulfilment needs

Psychological needs
(esteem —
independence)

Basic needs

We have explored customer views on the environment primarily through our customer needs research, our
valuationresearch andthe PC and ODI research. We have alsoreferred to insightfromthird parties.

We’ve used arange of insight to understand our customers’ views, including

Approach Purpose

Customer needs research Improves our understanding of customers’ needs especially when service
failures occur and their level of understanding on what should or should not
be disposed ofinsinks and toilets

Customer tracker survey Explores views of customer service over time

Valuationresearch Quantifies the importance of reducing floodingriskin the context of other
areas of our plan

PCs, ODIs and investment Explores customers’ views of performance targets and incentives

choices
Insightfrom customer Tells us what our customer facing employees feel are the mostimportant
facing employees sources of customer dissatisfaction

Based on our research we have triangulated our customer evidence to determine customer’s relative priority for
each of our performance commitments. For this outcome, two of the performance commitments represent
compliancemeasures that we have no direct customer evidence on. Nonetheless we know that customers
expect us to be compliantwith standards, and trustus to maintainourassets inorder to do so.

We have triangulated our evidence base to determine customers’ relative priority
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Performance Relative Hierarchy of

! e Rationale
commitment priority needs
Hectares Improving biodiversity is a high priority compared to
Very . . . . .
managed for . tant Fulfilment other fulfilmentservices,and is the investment area most
importan
biodiversity P customers would like to see additional investmentin.
Length of river
water quality Important Basic This emerges as a medium priority in the research
improved
. Low .
Satisfactory ) Basic
sludge disposal Importance Inferred priority —this is a compliance measure.
Treatment o Customers want, ?nd trust us, to be cor.npl |ant. with
works . Basic standards and thereis no spontaneous driver to improve
. importance
compliance

Valuing the natural environment

Our qualitativeresearchinto customer needs tells us that the environment is more front of mind for customers,
particularly thoselivinginruralareasin Mid Wales. Customers felt protecting the environment for future
generations is very important, and that their water company shouldaimto avoid any adverse impacton the
environment. Customers also placea highvalueon Wales’s natural assets, seeingthem as importantand
cherished local resources.As well as the natural environment, water is seen as animportant resource for Wales,
and one that needs protecting — customers would like greater transparency aboutwhere it goes and who uses it.
Insightfrom our customer facingemployees also tells us thatcustomers want reassurancethatwe are protecting
the environment.

Whilstthis is purely qualitativeinsight, we have cross checked itagainstthe insighton this outcome from our PC
and ODI research.Some of the key prioritiesthatcustomers spontaneously suggest their water company should
have includethe responsible useof resources. When prompted with a description of this outcome, customers
were generally supportive of the objectiveand feltit was animportant priority for companies to have. Some
customers wanted additionalinformation of the activities the water company would be doingto prevent
environmental harm, and the clarification of Hafren Dyfrdwy’s responsibilities compared to other environmental
agencies.

“It can only be a positive to enhance the natural environment” - PCs and ODIs research, Wrexham

Our customer tracker survey tells us that 92% of customers surveyed think that their water company cares about
the environment.

Delivering the Water Framework directive

Withinthe Willingnessto payresearch, river water qualityimprovements emerge as a medium level priority for

customers. Inthe PC and ODI research, the proposedimprovement target linked to the Water Framework

Directivewas acceptableto 83% of household customers, and 87% of non-household customers. Within the
qualitativediscussion, mostbelieved this is a valuable performance commitment, but were keen for more
information, for example on the scaleofimprovement planned, the current status of the riverand whichrivers
would be targeted.

Biodiversity

68



The Wales Outdoor Recreation Survey (2014) tell us that the majority of people in Wales want to visitthe
outdoors more often, and 43% areconcerned aboutbiodiversity, with 30% feeling there had been a reductionin
recent years.12% of those surveyed actively volunteer to help the environment / wildlife.

Inresearch conducted by the Wrexham Public Services Board (Wrexham Well-being assessment (2017))

respondents made many comments on the need for preservationand investment in parks and green spaces.

“I'd be willing to spend a bit more if it was going to promote biodiversity” — Customer needs research, Mid
Wales

Our willingness to payresearch didn’tincludebiodiversity as a serviceattribute, however we did ask customers
to selecttheir top prioritiesfroma list of potential additional improvement activities.44% of customers in Mid

Wales,and42% in North Wales, selected improving biodiversity in their top three.

In addition to continuing to deliver its core service, such as Mid Wales North Wales
ensuring water is there when you turn the tap on, your water (N=250) (N=255)
company is also considering a number of additional services which

might benefit its customers and local communities. Which three of

these are most important to you

Havingaccess toand recreation opportunities on land your water 25% 29%
company owns (such as reservoirs)

Your water company working with local schools, for example to 66% 75%
deliver education on the water cycleand how to savewater

Your water company workingto reduce its carbon emissions 42% 29%
Your water company workingto improve biodiversity onits land, for 44% 42%
example by nurturing wildflowers that supportpollinatorsand bird

life

Your water company makingsurplus land availablefor local 40% 52%

communities to create small parks and green spaces inurbanareas

Havinga variety of flexible payment plan options for payingyour 67% 48%
water bill
Havinga variety of digital channelsavailableto get in touch with 6% 5%

your water company (such as Facebook, Webchat and Twitter)

Your water company havinga local Welsh feel 8% 19%

Withinthe PCs and ODIs research 83% of household customers, and 90% of non-household customers found the

proposed biodiversity target acceptable. The qualitativeresearch did however show some mixed views about
the performance commitment. Some felt thatincreasingbiodiversityis extremelyimportant and something that
the water company should take some responsibility for, other felt this was secondary to the more core areas of

service,and that responsibility lies with other organisations.
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Customer support for biodiversity investment
Don't know

Do more

Do less

0% 10% 20% 30% 40% 50% 60%

M Non household customers (Sample: 104) B Household customers (Sample: 400)

“I didn’t realise they did any of that, | know they do protect the environment but I didn’t realise that they
would restore and enhance species and habitats.” - PCs and ODIs research, Wrexham

When faced with a series ofinvestment choices and billimpacts, enhancing biodiversity was the area in which
more customers selected the “do more” option. Overall 53% of customers supported the proposed option, with

39% selectingthe “do more” option. Only 5% of customers wanted us to “do less” than proposed.

Treatment works compliance and satisfactory sludge disposal

We consider that this requirement is supported by customers, since our research consistently shows that
customers value the natural environment and expect us to ensure our actions comply with statutory obligations
andavoid any environmental harm. However we did not explicitly ask customers aboutour proposed performance
commitment level because the regulatory expectation is 100%so there is no scope for customers to influence the
target. As such we have classified itas low importance as complianceis expected as a given.
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A positive difference

The difference we make to our communities, and whether thisis seen as positive,and a driver of satisfaction,
relies heavily on the way in which we deliver many of our core services. If we get things rightit can help driveup
satisfactionlevels and build a level of trust between us and our customers. As such this outcome sits firmly atthe
top of the hierarchy, however customers are clear that they expect us to deliver the core “day job” and for
anythingadditional notto causeany detriment to that.

Self-fulfilment needs - -
Thriving communities

Psychological needs
(esteem —
independence)

Basic needs

The importance of our roleinthe community is a theme which runs across ourinsight programme, emerging in
multipleresearch projects,including our customer needs research and our tracker.

Inthe research we conducted on performance commitments, outcomes andincentives (PC and ODI research) we
tested this outcome with customers, under the title of “Thrivingcommunities”. We found that this wordingdid
not resonate with customers, and subsequently revised the titleto “A positive difference”. Despite the title, we
found thatin the discussion customers,and household customers in particular, did appreciate elements of this
outcome, such as the provision of education for young people on water efficiency. Our customer facing
employees agree that we are seen to have a valuableroleinthe community.

We’ve used arange of insight to understand our customers’ views, including

Approach Purpose

Customer needs researchand  Improves our understanding of customers’ needs andthe role that we
co-creation playin meeting them (including customers whosecircumstances could
make them vulnerable)

Customer tracker survey Explores customer perception, satisfaction and valuefor money over time
Valuationresearch Explores customer priority of different serviceimprovements

PCs, ODIs and investment Explores customers’ views of performance targets and incentives

choices

Insightfrom customer facing Tells us what our customer facing employees feel are the most important
employees sources of customer dissatisfaction

Based on our research we have triangulated our customer evidence to determine customers’ relative priority for
the performance commitments under this outcome.
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We have triangulated our evidence base to determine customers’ relative priority

Performance Relative Hierarchy of

. o Rationale
commitment priority needs
Inspiring our
customers to Very Fulfil ; The desire for more education and engagement emerges
ulfilmen
use water important as a key theme across multiple research projects
wisely

Inspiring a future generation

Inour qualitative customer needs research we find that customers were very enthusiastic abouteducational

visits,and would welcome more information. They sawa role for us in promoting good water savingbehaviours,
providinginformation aboutwhat can’t be disposed of down sinks and toilets and promoting visitor sites and
reservoirs. They thought itwas most important to focus on children (teachingthem good habits for later life),

but there was also anappetite for educational visits for adults too.

“I think it’s a good thing. Kids turn on the tap and run a bath to the top, and they need to think about where
their water comes from.”- Customer needs research, Mid Wales

Whilstthis is purely qualitativeinsight, our findings areconsistentwith insightfrom quantitativeresearch.Inour
willingnessto payresearch we asked customers to prioritisetheir top three, from a range of additional services.

Educationinlocal schools was thetop priority in North Wales, and the second highestin Mid Wales. The latest
wave of our customer tracker survey tells us the greater trust amongst household customers could be leveraged

through enhanced visibility in the community. “Educating school children to help protect the environment” was
considered by respondents to be the second highest priority (after reducingleaks) from a range of activities the

company could do more of to protect or improve the environment.

“[To improve my trust in them, DVW needto] be more visible in the media and put more information in the
local papers.” — Customer tracker, Wrexham

Inthe PCs and ODIs research we found that the customer education was the most acceptableof all thePCs

presented to customers, with 95% of household customers, and 94% of non-household customers finding the
proposal acceptable. Customers sawthis PC as a key priority,and education of customers and school children
about conserving water and avoiding blockages is mentioned spontaneously. Customers saw the link between
education and some of the other serviceissues we discussed with them, such as blockages. The use of digital

media, virtual reality and interactive experiences is seen as a good idea, making the message more memorable.

“It is a good idea because we weren’t educated when we were younger on water and we take it for granted” —
PC and ODI research, household customer, Mid Wales

“Excellent to target that for the next generation, but we probably all need more education as well” —PC and
ODl research, non-household customer, Mid Wales

Visitor sites and reservoirs

Inour qualitative customer needs research we found that many of the participants had visited a Hafren Dyfrdwy

owned reservoir and were positiveaboutthem as pleasantplaces torelax, exerciseor spend time with family.
There was a feeling that water companies should do more to promote their rolein managingthese, so
customers could see where some of the money from their billsis going. Our customer facing employees agree

there is an opportunity to encourage customers to make better use of reservoirs, and feel this might have been

discouragedinthe pastdue to concerns over health and safety spend requirements.
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Inthe co-creation workshop, customers discussed how their water company could promote visitor sites,and
families were seen as a particularlyimportantaudience for wantingto hear aboutideas for days outinthe
school holidays. There also somelimited concern aboutthe potential impactof more visitors onthe quality of
the environment, implications for health and safety and the need for more facilities (e.g. parking, toilets).
Customers say partners such as schools, the National Trust, RSPB, councils,the Ramblers andlocal press and

radiocould be used to promote these sites.

Wrexham co-creative session:
“Dee Valley W.A.T.E.R.” - promotlonal poster

Customers used language that:

« Provides practical information
— lists of activities and
amenities available.

« Maps and information about
walking routes.

= Acatchy way to grab

attention:

Wellbeing

Active

Trust

Environment (or Education)
Responsible

“It would be good to have a
list of activities you can do,
and what you can’t do — so, if
dogs are allowed, if it's
wheelchair friendly..."

BritainThinks | Private and Confidential

Corporate social responsibility

Inour qualitative customer needs research, customers supported wider corporate social responsibility initiatives.
Customers had a vague idea their water company might be doingsome of these activities, butnot the specifics.
Improvingjobs and skills emerged as the top priority in our qualitativeresearch (compared to other CRS
initiatives).Inthe “The Wrexham we want” third party research, numerous comments were made about having

more jobs and better job prospects, as well as attracting more businesses.

“For me, apprenticeships is the highest priority... We don’t have much unemployment here, but we have very
low wages because it’s unskilled work.” — Customerneeds research

Customers alsotold us they valueus usinglocal suppliers and contractors,and being visibleand contributingin
the community, something which our customer facingemployees alsofeltto be important.
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Part C: Individual research summaries

Inthis part of the appendix we present summaries of each of the key evidence sources. We have ordered these
by the layers in the hierarchy, however itis worth noting that the findings froma number of projects cut across
different layers.

The lowest possible bills
Water always there
Wastewater safely taken
A service for everyone

An outstanding experience
A thriving environment

A positive difference in the
community

A company you can trust

Good to drink

Wider fulfilmentresearch

Customer needs research

Customer needs co-creation

Stakeholder research

Psychological needs research

NAV research

Customer tracker survey

Helping customers who struggle

Social tariffs cross-subsidy research

Insight from customer facing employees

Basic needs research

PR19 willingness to pay research

Asset health andresilienceresearch

PCs, ODIs and investment choices

Acceptability research (wave 1 and 2)

Customer contactand complaintdata

Water tradingresearch
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Section 8: Wider fulfilment research

8.1 Customer needs deliberative research

Supplier Britain Thinks

Fieldwork completed October to December 2017

Aim of the research 1. To understand:

e our customers’ needs and prioritiesas theyrelate to water;

e their current views and experiences of their water company;

e how well we are meeting customers’ needs, and where we could do
more to improve their services;and

e whatarethe views and particular needs of those with financialand
health and well-beingvulnerabilities? Is thesupportavailableto them
adequate?

2. To create “pen portraits” of customersin Wales

3. To exploresome specific themes:
e Are there any key differences between Welsh and English customers?
e Are there concerns about lead piping, and how would customers like
this to be dealt with?
e Do customers in North Wales see Dee Valleyas alocal company?Ifso,
what are the benefits?

Demographics e The researchreflects the demographics of our customer base in Wales
withinthe limitations of smallscale qualitativeresearch.
e Specific groups consulted were:
o “General” customers
o  Customers infinancially vulnerable circumstances
o Customers inhealth and well-being vulnerable circumstances

TOTAL CUSTOMERS CONSULTED: 50

(18 in Mid Wales, 32 in North Wales)
Research approach e In-home depth interviews with health, well-being and financial
vulnerabilities
e Deliberativeworkshops

What did the research e The environment is a key consideration for customers - particularly those
tell us that was new? livingin more rural areas like Mid Wales where the natural environment
plays a key roleindailylife.
e Customers believe more canbe done to promote responsible water usage
among the general public.
Whilstthe majority of the respondents arenot actively saving water a very
small number admitted to “wasting water” feeling that they should be able
to useas much as they likeas they arepayingfor it. A small numbersaid
they were taking proactivesteps to actively savewater.

What did we already e The key (general) priorities for customers in Wales were the same across the
know that the research three audiences (“general customers” and those in health and financial
validated? vulnerablecircumstances). Family and friends was spontaneously

mentioned by most customers as their most important priority. Health and
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well-beingalso comes quite high up, and becomes more importantover
time, particularly with older customers. The environment is a key
consideration for customers in Wales, particularly for thoselivingin more
rural areas where the natural environment play more of a partin daily life.
Customers are also concerned about future security (such as education, jobs
and finances) particularlyintheuncertain current economic and political
climate.

e Customers in Wales arelargely satisfied with their service. Bills areseen to
be reasonablecompared to other household bills and fewrespondents have
experienced issues. Wherethere have been issues the water company is
seen to respond well.

e Awareness of the full breadth of water company activities, outside of the
coreservice,is low. Customers think more should be done to communicate
about the services offered (such as educationinschools, visitor sites and
corporate socialresponsibility activities).

e  Customers wantto hear more about the full range of supportschemes and
services they may be entitled to —includingsupportfor customersin
vulnerablecircumstances, and financial supportfor those struggling to pay
their bills.

e Dee Valley customers valuethe fact that their water is supplied by a local
company. Local knowledge of the area and the water supplyis seenas areal
benefit and makes them more trustworthy. Customers likethe fact that Dee
Valleyis “justup the road”, even ifthey haven’t needed to contactthem.
They feel alocal company provides customer service which understands
them. Since Mid Wales customers are served by Seven Trent (nota locally
based water company) we didn’t explicitly address this topic with them in
this research.

8.2 Customer needs co-creation

Supplier Britain Thinks

Fieldwork completed Wrexham, November 2017

Aim of the research Co-create solutions /ideas with customers on some of the key themes that
emerged from the customer needs research:
e  Water efficiency
e  Promoting visitorsites
e Awareness of lead pipes
Demographics TOTAL CUSTOMERS CONSULTED: 24 (in Wrexham)

Research approach Co-creationis not strictly marketresearch, butinstead evolves out of a
corporate philosophy thatbelieves that customers canand should be enabled to
have a voice inthe decisions thataffect their lives.

We have used co-creationto give customers a real ‘say’ on a range of specific
business questions, with the decisions made by customers and the Hafren
Dyfrdwy team workingtogether inthe room, through carefully facilitated
sessions. Weused the co-creative workshopto address two broad themes about
better communications and education and what it means to customers to be a
local company.
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Three specific themes were explored as partof the discussionsand co-creative
exercises on communications and education / engagement.

What did the research e The researchhas provided a “communications toolkit” which provides

tell us that was new? suggestions for target audiences, barriers, key messages, language, tone,
channels and touchpoints for communicatingand engaging with customers
on the key issues tackled.

e When talkingaboutwater usage, customers don’t always the units water
companies typically use—expressingusageinterms of £ would make more
sense for them

e  Customers who areenvironmentally engaged will be receptive to
environmentally focused water saving messages

e Familiesareanimportanttarget audiencefor visitor site promotion,
particularly thoselooking for cost effective activities for children during
school holidays

e  Customers believe that you should do more to promote your involvement in
the sites, focusing onthe activities and thegood work you are doing.

e Sites could be more effectively used to educate customers about the water
cycle, responsiblewater usageand more generally aboutnature.

e Some limited concern about the potential impact of more visitors onthe
quality of the environment, the implications for health and safety, and the
need for more facilities such as parkingand toilets.

e Social media may be a useful channel for visitor site promotion, e.g.
encouragingvisitors to tag photos on social media channels

e There are some customer groups who should be specifically targeted for
communications and awareness aboutlead pipes (those moving home to
older properties and pregnant women / those with small families)

What did we already e Customers inDee Valleyareinterested inwater efficiency messages, with
know that the research key hooks being both the possibility of financial savings (if on a water meter)
validated? and environmental benefits

e Few customers take conscious steps to adopt water savingbehaviours

e There islowawareness of the environmental impactof water usage

e There is mixed awareness that customers own their own pipes or of the
health riskassociated with lead pipes.

8.3 PR19 Stakeholder research

Supplier In-house

Fieldwork completed December 2017

Aim of the research e To understand the medium-term andlonger-term priorities, opportunities
and challenges of our stakeholders.
e To provideinsightintothe ways in which Severn Trent and Hafren Dyfrdwy
canaligntheir activities with stakeholder needs.

In particular, wewanted to:

o |dentify the issues thatstakeholders believe will havethe biggest impacton
their organisation over the next 25 years.

e |dentify which of the UN’s 17 Sustainable Development Goals they thinkare
most relevant to what their organisationisseekingtoachieveinour region.
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e Explore opportunities for the water company and stakeholders to
collaboratein areas of mutual interest and concern.

Demographics

e Stakeholders of Severn Trent —the survey was sent via email to
approximately 600 stakeholders across England and Wales

e Sampleis ‘self-selected’, no quotas or formal sampling framework was
applied.

e Almost halfof respondents (49%) work inlocal government. 16% work for
anenvironmental non-governmental organisation (NGO)and 7% represent a
water industry regulator or policy maker. 6% work for a business
organisation, 6%for a customer supportor advisory bodyand 3% for a rural
organisation.13%describetheir organisationinanother way, for example, a
charity, a department of national government and a local resilience forum.
Other organisationsthatrespondents work for includea policeservice,a
unionand a university.

SAMPLE SIZE: 100

(4 stakeholders in Wales responded, however itis not possibleto determine the
region or customers the stakeholders represent. One respondent did complete
the Welsh languageversion of the survey and repliedin Welsh. Other
respondents can be seen to be respondingfrom an|P addressin Wales, however
the significanceof this is questionableas many of the survey IP addresses arefor
regions outside of any of the areas that the company serves)

Research approach

e  Self-completion, written questionnairecontainingten questions.

What didthe research
tell us that was new?

Stakeholders were asked to selectup to five prompted issues which, over the
next 25 years, they think will havethe biggestimpact on their organisation.The
issues mostcommonly selected from the listby respondents were: health and
well-being (56%), infrastructure provision and capacity (54%), flooding (50%),
climate change (48%) and resilient, sustainable and green urban areas (41%).

Among the issues of medium magnitude for this group of stakeholders were:
workforce and skill availability (36%), future employment and education
opportunities (34%) and affordable, reliable and secure water (30%). Poverty and
social inequality (29%), biodiversity loss (29%), affordable, reliable and secure
energy (21%) alsofallinto this group. The issueleastcommonly thought likely to
have a big impactwas security (9%).

The following themes were uncovered from the verbatim responses:

e Profound appreciation for the health and well-being challenges faced by
people, ranging from obesity to mental health.

e The connection between the provision ofaccess to outdoor spaces thatare
enjoyableandreducing these problems is seen as well known.

e The absence of health and well-beingis seen to placefinancial and other
strains onservices and infrastructureleadingtoa spiral of problems.

e Increased city dwelling, population growth and urbanisation (especially
‘concreting over’ natural drainage) areseen as challenges both for well-
being and the management of flooding.

e  Whilstthereis the need for solutions, pressure on governmental/local
authority funding means stakeholders arelookingto other solutions,
including privatecompanies as well as individual behaviour change.
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e Thereisaneed to leave a lastingand better legacy of infrastructure for
future generations. This infrastructure needs to effectively help with
flooding, climate change and be capable of meeting the changing

demographic challenges envisaged for the future.

Respondents were alsoasked to describe,intheir own words, other issues which

impacttheir organisation. Theissues mentioned most often include:

e Uncertainty around Brexit, particularlyin respect of:
o skills shortages
o changesin markets
o changesinagricultureand payments to farmers
o possibleweakeningof regulations and environmental protections
e Politicaluncertainty, changes of government and possiblerenationalisation
of privatised industries
e Continued austerity and cuts to public service budgets
e Welfarereform, particularly the rollout of Universal Credit
e Demographic changes
e  Economic growth, includingaround HS2 and new large housing developments
e The need for affordable housing
e Impactof new technology in all areas of our lives
e The need for repair and maintenance of Severn Trent’s infrastructure

What did we already o  Stakeholder research was conducted atthe lastpricereview with a greater
know that the research focus on Severn Trent’s business plan.
validated? e Thisresearchshows the importanceof some key ‘higher-order’ challenges

such as health and well-beingare alsoimportantfor many stakeholder
organisations.

e Private(rather than government) approaches to tacklesociety’s challenges
are seen in much of ourresearchto be vital inthe future.

e  Many stakeholders commented thatthe companyalready collaborates
effectively with their organisation. Many would liketo see this jointworking
continueand/ or increaseinscopeand level of commitment.

8.4 Customer priorities research

Supplier Future Thinking

Fieldwork completed August and September 2016

Aim of the research e Determine:
o What matters to people, communities and society as a whole?
o Withthese insights, determine what the water company should be
doingboth now andinthe future to be more aligned with the goals
of customers, communities and society.

Demographics e Consumers inEngland and Wales, reflecting both the demographics and
more specialised groups. Specific groups consulted were:
o “General” customers
o Specialistneeds/interests. For example: farmers, anglers, ramblers.

TOTAL CUSTOMERS CONSULTED (in Welshpool, Mid Wales):8
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Note: this project was done before the acquisition of Dee Valley. The 7 key
themes were subsequently discussed with customers in Mid Wales and North
Wales as partofthe customer needs project describedinsection6.1.

Research approach

e The research was qualitative. Overall (across England and Mid Wales) the
programme comprised of:

o 9 workshops of 3 hours each. 5-9 participants per workshop.
These focused on the ‘general customer’ (i.e.: those without
specialistinterests/needs) — one of these was in Welshpool

o 12 specialistdepth interviews with farmers, anglers, ramblers,
birdwatchers etc.

o Onlinecommunity panel. Recruited from participants inthe
workshops, 20 customers took partexploringthemes in more
detail.

What didthe research
tell us that was new?

e The researchapproach was different from previous work, focusing on what
matters in people’s lives rather than ‘water industry themes’. Only after
understanding what mattered to people’s lives did any exploration of where
a water company did or could make any impact.

e Theresearchshows that we already havea significantpositive contribution
to people’s everyday lives, albeitmostlyinvisiblyand outside peoples
conscious thought. Inaddition, there are many opportunities to strengthen
andadd to activities that fulfil customer needs at every partof Maslow’s
hierarchy.

e 7 themes / prioritieswere revealed:

1. Enjoyinglife: doingthose things which maximisethe pleasureand
enjoyment of lifeand removing the obstacles, barriers andirritations.
Examples includecreating opportunities for relaxation, providing the
context for family to spend time together, minimisingdisruptionand
providingcertainties we can depend upon.

2. Society & givingback: havingstable, functioningcommunities that have
asharedsense of values is important. Being an active member of
society and helpingothers (especially thosewho are vulnerable)is seen
as vital forindividualsand corporations alike.

3. The environment: makinga positivedifference to the environment
through activities thatare sustainableis alsoimportantfor business and
individuals alike. For many, the themes included minimising waste,
doing more for less, encouraging flourishing ecosystems, recyclingand
the use of increased renewable energy sources.

4. Money & finances:are seen as integral to quality of life. The ability to
pay for everyday bills plus extras such as childcareor even caringfor
elderlyrelatives was cited. Having something left over for treats and
fun times directly feeds into the firsttheme of enjoyinglife.

5. Work:integral to many people’s lives is a means to providefor
themselves and their family and to derive a sense of self-worth and
satisfaction. Work occupies suchalargeportion of people’s lives that
the right work lifebalanceis vitalin order that the other important
things inlifecan be enjoyed.

6. Health: mental and physical well-being, havinga reasonablelevel of
fitness and ageing well are all a priority. Doingthings to stay healthy
matter to many people.
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7. The wider world: people are concerned about global and political
events, especially where these create instabilityand fear. A concern
about the economy, terrorism, inequality, religious fundamentalism,
immigrationand corruptionareall significantissues.

At the centre of everythingis “Me and my family”. Family can mean different
things to different people, but however defined itis the most important thingin
everyone’s lives.

What did we already
know that the research
validated?

Water and our industryis largely something people do not think of unless there
is a problem orthe media brings itto customer’s attention. However, the impact
of our activities already makes a big difference to people’s lives.

Other comments

This research seeks to understand the bigger picture; itis not framed interms of
water industry themes. We recognisethe limitations thatthis is a small piece of
qualitativeresearch with very limited fieldworkin Wales, conducted before the
acquisition. Wehave only used this is inform our framework and the hierarchy of
needs, rather than for material insightonthe plan.
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Section 9: Psychological needs research

9.1 Acquisition of Dee Valley Water: customers’ reaction and views (NAV research)

Supplier

Fieldwork completed

DIN)

April and May 2017

Aim of the research

To understand the views of customers affected by the acquisitionandalso by the
changes to company licences meaningthat customers would have their water and
wastewater supplier operatinginaccordancewitha licencealigned to their
country of residence (as opposed to one aligned to the country in which the water
company is based).

To understand customer concerns and communications requirements around the
acquisitionand licencealignment

Demographics

Broadlyinlinewiththe demographics of the areas covered, within the limitations
of small group sizes thatqualitativeresearch entails.

TOTAL CUSTOMERS CONSULTED: 51 (split between 26in North Wales, 25in Mid
Wales).

An additional 27 customers were consulted in Chester.
The household / non-household splitwas as follows:

e North Wales—26 (HH 17; NHH 9)
e MidWales—25 (HH 16; NHH 9)
e Chester —27 (HH 17; NHH 10)

Research approach

Qualitativeresearch in the form of:
9 focus groups with household customers and small/micro businesses

10 tele depths with medium and largebusiness customers

What did the research
tell us that was new?

e Thisresearchshows household customer supportfor the alignment of
company licences with national borders.

e Non-household customers (in Mid Wales) areconcerned about losing their
ability to switch (although many did not know prior to the research that they
could switch).

e Awareness of the acquisition was lowacrossallgroups. Customers who didn’t
know about itbefore the groups / interviews were immediately suspicious of
the motives. Upon being informed about the acquisition, customers had lots
of questions about the impacton price, serviceand retention of local jobs.

*  Although customers don’t want to know everything that's going on, they
would likesome clear information fromtheir water company on the ins and
outs of the acquisitionas soonas possible.

* Detailingcurrentand future rights based on national borders will bevital to
ensure customers feel well informed —even ifthisis likelytocausefrustration
among some, this will be preferable to hearingaboutitafter the fact.

*  Communicatinginformation about change relatingto priceandservicewill
reassurehousehold customers.
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* Letters (personallyaddressed)andemails arethe most effective way to
communicate with all customer groups. Atwo contactsystem (initial and
reminder) is the best way to ensure good understanding without over-
contacting.

*  When askedto think about their ideal water company a number of themes
emerged:

*  Customers want to be served by a local workforcewho can be
responsiveto their needs;

*  Beyond service, the quality of water, backed up by an eco-friendly
approachto business areseen as two further key components of an
ideal water company.

*  Despite the DVW customers consulted not being (fluent) Welsh
speakers,and being unlikelytoread billsin Welsh, or phone a
dedicated Welsh speaking supportline,a fierce supportof the need
for those services to be continued was mounted.

* The idea of Language Line (or other similarservices) replacing
existing, dedicated Welsh speaking employees was seen as beinga
step too far.Respondents couldn’treconcilethe loss ofthat service
with the likely monetary savings.

e  Similarly,the hatch servicein Wrexham (whilstnot used by any of
the customers consulted)is seen as a valueadded servicethat should
be retained —although this is perhaps protected less fiercely than
Welshlanguageservices.

What did we already
know that the research
validated?

Opinion of both their water company is extremely high among current customers.
Both companies areseen to have similar‘personality’ traits (brand —reliable,
efficient and trustworthy), and this is something that could be promoted to
reassurecustomers about the impactof change.

9.2 Customer satisfaction tracking research: Dee Valley

Supplier

Impact Utilities

Fieldwork completed

Ongoing research (the wave between September 2016 — March 2017 is reported
here)

Note the acquisition of Dee Valley took placein February 2017

Aim of the research

Ongoing trackingresearch which aims to understand the customer on a range of
issues and see how these change (or not) over time.

Trackingresearch enables you to see if the things you are doingare makinga
difference to customers inthe wider community sinceitis not focused on only
those who have contacted the company.

Demographics

A representative mix of customers within the Dee Valley (Wrexham and Chester)
area.
TOTAL CUSTOMERS CONSULTED: 300 (163 in North Wales)

Research approach

Telephone survey of 240 household and 60 commercial customers.

What didthe research
tell us that was new?

e Satisfactionwith Dee Valleyis very high (89% of customers satisfied)and
relativeto other organisations Dee Valleyis doingvery well.

e Value for money ratingis also high (79% of customers either fairly or very
satisfied with value for money)

e Value for money is the key driver to satisfaction.
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e Those who have been satisfied with an outcome of anenquiry and find Dee
Valleyaneasybusiness to be a customer of will besatisfied, even if they do
not thinkit has offered good valuefor money.

e Dee Valleyis seen as something distinct, local and popular.

e 4% of customers sometimes struggleto paytheir bills

e Thereissignificantdemand for Dee Valley to offer practicalsupportand
adviceto enhance the affordability of its service, particularly tothosein
vulnerablecircumstances

e There issignificantdemand for Dee Valleyto assertitself morein the
community, by raisingawareness of its projects and offering more proactive
supportto those invulnerablecircumstances

e Customers would liketo know more about reducing water usage, the services
Dee Valley provide and the different tariffs available

e  Customers still prefer traditional methods of interaction with another person
over the phone

What did we already e Similarthemes arefound inthe CCWater trackingsurvey
know that the research
validated?

9.3 Customer satisfaction tracking research: Mid Wales and North Wales (referred to as
Wales tracker)

Supplier Impact Utilities

Fieldwork Januaryand February 2018

completed

Aim of the e Impact Utilities has been trackingthe perceptions of Dee Valley Water customers
research since2016.The research was designed to supportDee Valley Water (DVW) with its ODI

commitment to measure customer perceptions of valuefor money, and more broadly,
to understand customer views.

e Post-acquisition by Severn Trent, this fourth wave of researchalsocomprisedan
additional sample of 100 domestic customers in Mid Wales;this enables us to look at
results for North Wales + Mid Wales, as well North Wales + Chester.

e Findings of the Chester respondents arenot reported here. Unless otherwise stated,
results arefor North Wales + Mid Wales.

Demographics e 400domestic customers (North Wales, Chester and Mid Wales)

e 50 non-household customers in North Wales

e 50 non-household customers in Chester

e Quotas were seton age, gender, SEG and metering, to ensure that the sampleis
regionallyrepresentativeand consistent over time.

e Data were weighted where quotas were not met.

Research e Telephone survey,as per previous waves of research.
approach e The structure of the questionnairehas been broadly consistentover time, although
some new questions have been added. On average, interviews lasted 20-30 minutes.

e At the beginning of the survey, participantsin Wales chose whether they complete the
interview in Welsh or English.

What did the e Overall satisfaction with water company serviceis extremely high (North Wales 94%
research tell us and Mid Wales 95%).
that was new? e The majority of customers have not experienced anissuewith their water supplyin

the lasttwelve months (North Wales 67%, Mid Wales 72%).

e However 21% of respondents in North Wales mention discoloured water.

e The most commonly reported servicefailurein Mid Wales is lowwater pressure
(12%), followed by discoloured water (9%).
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e 89% of those who had tried to access Severn Trent/DVW services inthe lastyearsaid
it was easy.65% of those in Mid Wales saiditwas ‘very easy’, compared with 43% in
North Wales.

e Perceptions of trust inthe water company are much higher in Mid Wales.72% of Mid
Wales respondents trust Severn Trent completely; only 49% of North Wales
respondents feel this way about Dee Valley Water.

e The proportion of customers who trust DVW/Severn Trent to balanceour
responsibilities and keep bills manageableis 88%in both Mid Wales and North Wales.

e Non-household customers trust DVW less than domestic customers do.

e Less than halfof North Wales respondents are aware of the acquisition of DVW by
Severn Trent (47%).

e The majority of North Wales respondents feel ‘indifferent’ about the acquisition
(75%). 14% are ‘happy’ or ‘very happy’. 11% are ‘unhappy’ or ‘very unhappy’.

e  Customers don’t think the acquisition will make much difference to them, providing
the level of serviceis maintained. Many of those who are unhappy perceive that they
arelosingasmall,local, Welsh company.

e  Perceptions of value for money (VFM) are extremely high. ‘Good’/’very good’ VFM
scores arehigher in Mid Wales (87%) than in North Wales (80%). 74% of North Wales
non-household customers give this rating.

e 79% of customers agree that their water/water and sewerage bill iscurrently
affordable. Agreement is higherin North Wales (81%) thanin Mid Wales (75%).

e However, the majority of domestic customers don’t know the costof their annual bill
(58%).

e ‘Tellingme about improvement works takingplacelocally’ and ‘Offer support to
customers who struggle to pay’ are the jointtop prompted suggestion for making
customers’ lives easier (58%), followed by ‘Offering additional supportto vulnerable
customers (57%).

e ‘Improved signageatroadworks’ would be particularly welcomein North Wales (50%).

e Approachingone third of customers would likeinformation aboutat leastone of their
company’s assistanceschemes. Of mostinterest are alternative bill formats (30%), the
register of customers with additional needs (16%) and the dedicated supportteam to
help customers (14%).

e Around one third of Mid Wales respondents say they don’t know that nappies, moist
wipes and cookingfats should not be disposed of down toilets and sinks.

e  When asked what their water company should do more of, ‘Reducing leaks’ was
mentioned by 84% in North Wales and61%in Mid Wales.

o 71% of unmetered Mid Wales respondents saysaving money on their bill would
encourage them to have a water meter installed.56% of unmetered respondents in
North Wales saythe same thing.

e 44% of North Wales non-household customers would like more information about the
services provided to customers by DVW. 43% would likeadvice on reducingtheir
water consumption.

What did we
already know
that the
research
validated?

e Top reasons for consideringinstallinga water meter are the samein Dee Valleyas Mid
Wales;savingmoney is the key one, followed by ability to track water usage. Helping
the environment and helpingto spot leaks areless commonly cited reasons.

Did the research
contradictany
other findings?

n/a

Any other
information

n/a
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9.4 Helping customers who struggle research

Supplier Qa Research

Fieldwork completed  October to December 2017

Aim of the research e Understand how existingsocial tariff schemes, the Big Difference Scheme (BDS)

and Here2Help (H2H), are viewed by recipients

e Establishhowcustomers find out what help is available

e Determine the appeal of BDS and H2H amongst non-recipients

e Explorethe circumstances thatleadto arrears; how customers view paying
water billsand howthey view the debt management approach

e Exploreviews on possibleapproaches to preventing arrears and encouraging
the payingback of debts

e Co-creationtasks:test the following 1) BDS & H2H eligibility criteria and
discountamount, 2) a text message to remind customers they have misseda
payment, and 3) a ‘payment matching’ scheme

Demographics e  Mixof customers in North Wales and Mid Wales
e Mixof customers on asocial tariffand noton a socialtariff (butlikely to be
eligible)

e Mixof age, gender, ethnicity etc.
e Mixof water debt profile(i.e. sizeand age of debt)

TOTAL CUSTOMERS CONSULTED (inWales):213

Splitbetween 101in Mid Wales and 112 in North Wales
Research approach e 3 in-depth interviews with customers in water debt (1 in Mid Wales, 2 in Dee
Valley Water (1 on Here2Help, 1 on no tariff)
e Telephone interviews with 94 customers on a social tariff (44 in Mid Wales, 50
in North Wales)and 106 not on a tariff
e Co-creation workshop in North Wales (10 customers)

All customers were offered the opportunity to undertake the researchinthe Welsh

language.
What did the e  Customers inwater debt tend to fall into oneof three typologies: ‘Long
research tell us that Standing’, ‘Borderline’ and ‘Sudden and Severe’. Each may need a different
was new? approach.

e Thoselikelyto be eligiblefor social tariffs would like us to let them know about
it, or promote it more widely.

e Financial supportprovided improves customers shortand long-term financial
situation and improves general well-being

e Clearsuggestionthat BDS may be unnecessarily generous

e Few on BDS/H2H offered anyreal criticismor suggested obvious
improvements, although it's important to recognisethat the application formis
off-putting for some.

e There islowawareness of social tariffs amongstthose customers who do not
receive them — without prompting none of the respondents were aware of
H2H and BDS. After prompting this changed to 5% of Mid Wales customers
havingheard of it,and 8% of Dee Valley customers.

e |Intuitively, customers expect to find out about support availablefromtheir
water company - inreality, few would contact directly if there was a problem.

e Arangeof channels (suchas independent supportservices, Citizens Advice and
friends / relatives) were mentioned by those on a tariffas the way they found
out aboutit. The water company (Severn Trent or Dee Valley) was not actually
the way most find out there is help available.
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e Although most felt that the application process was fine, 55% of the 44
respondents who had applied for BDS and 26% of the 50 respondents who had
applied for H2H had sought help with their application. Note that these are
small samplesizes, however we know that the type of help given was mainly
related to “working through household finances” and “completing the
applicationform”.

Co-creation key e Here2Help scheme - scheme could be increased to 50% reduction but consider
findings varyinglevels soa certain proportion of the reduction can be matched with
customer needs/circumstances.

e Text alerts to be sent day after payment missed, using customer’s fistname,
andsignpostingsupportifstruggling, with free number. If another reminder
needed then repeat 24 hrs later iflowlevel arrears butafter one week if severe
arrears.

e Eligibility to consider customer circumstances rather than purely based on
income. Expenditure details plus household circumstances areimportant
factors to take into account.

e When communicatingeligibilityitis importantto make potential applicants
aware of the factors that will beconsidered when assessing customer
circumstances sothey can decide whether to apply.

e The 3 staged match payment scheme seen as very positive but complicated.
Key to its success will bethe upfront and ongoingdialogue.

e  Match payment scheme best as a ‘one off’ butimportant to understand
whether exited customer can afford their water bill.

What did we already Journey to water debt is complex but typically relates to health issues,
know that the unemployment or income reduction and significantlifeevents. Many are
researchvalidated? trapped ina spiral of poverty and find itdifficultto get out.

e There was alow awareness of support schemes with few recallingany
communication from their water company.

e Manyareinvulnerablecircumstances,solikelyto need a more specialised and
considered approach duringthe arrears communications.

e  Customers who arestrugglingthe most are often unwillingto move to direct
debit because they may not have the money intheir bank account, which leads
to bankcharges.

9.5 Social tariff cross-subsidy research

Supplier DJS Research

Fieldwork completed 3-28 May 2018

Aim of the research e To understand how much are customers in Wales arewillingto cross-
subsidise other customers through a water company social tariff,and why.
e To explorehow they feel aboutcross-subsidies ingeneral,and aboutcross-
subsidiesinthe water industryin particular.
e To explorehow they feel aboutthe currentsocialtariffschemeintheir area.
e To explorewhat, ifanything, would encourage them to contribute even
more to the socialtariff.
Demographics e 439 household customers, equally splitbetween Mid Wales and North
Wales
e Quotasseton age, gender and SEG, to reflect the region’s profile
e Sampleincluded customersin Mid Wales who receive a water-only and
waste-onlyservice.
e Sampleincluded customers likely to be eligiblefor tariff, unlikely to be
eligibleand justabout managing’ customers
TOTAL CUSTOMERS CONSULTED: 439
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Research approach

Face-to-face survey. CAPI interviews in customers’ homes.

We followed the specific guidance from Welsh government guidanceon cross-
subsidyresearch. Wehave also taken further specific survey design advicefrom
CCWater.

What did the research
tell us that was new?

Cross-subsidies in general aresupported, however water industry specific
ones (particularly thoseinvolving debt) garner lower levels of acceptance.
The majority of customers are willingto supporta social tariffschemeand
consider themselves to be altruistic.

There is a hardened group who believe it’s the responsibility of the
individual, thecompany or the government to ensure that poorer customers
are supported and are not the responsibility of other bill-payers.
Whilstthereis broad supportacross customer segments, cross-subsidisation
is most likely to be accepted by customers aged 25-34, in skilled or non-
manual occupations and amongstthose who arepersonally struggling to pay
their bills.

Unsurprisingly,thosewho are justabout managingto pay their household
billsaremore likely to believe that the schemes should be extended to help
all thosewho struggle.

After being shown the details of the water company’s current social tariff
scheme intheir area (The Big Difference Scheme in Mid Wales and the
Here2Help scheme in North Wales), most customers described them in
positiveterms when asked for a verbatim comment. However customers are
concerned that the schemes should only help people who really need it.
Just over halfof all customers interviewed find £7 per year (on a combined
bill) or £3.50 per year (on asingleservicebill)anacceptablelevel of
contribution to the social tariffscheme.

£3.50in total per year is acceptableto 54% of North Wales (water-only)
customers, anincreaseof £3.

£6 intotal is acceptableto three fifths of Mid Wales customers,anincrease
of £3 per year. £6 in total per year is acceptableto 61% of Mid Wales dual-
servicecustomers. £4intotal per year is acceptableto 53% of Mid Wales
single-service customers.

Overall, customers who identify strongly as Welsh have marginally higher
acceptanceof the cross-subsidy. Thereis littlevariancein
metered/unmetered customers, nor those who were born outside of Wales.
Reciprocal behaviour (a financial contribution from the water company)
would actas the strongest incentive mechanism for customers agreeing to
contribute even more towards the social tariff. However, approachingone
third (29%) of customers interviewed would not want to payany more than
the amount they stated, mainly due to a lack of desireor perceived lack of
ability to affordit.

Reasons why people didn’t want to pay more than the final price-pointthey
were willingto contribute centred on issues of fairness (or lack thereof)
(68%) and concerns around misuse of the scheme (63%). A further third
claimed that they didn’t want their bill toincrease.

What did we already
know that the research
validated?

n/a

Did the research
contradictany other
findings?

n/a

Any other information

n/a
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9.6 Insight from customer facing employees

Supplier

In-house workshops with Dee Valley employees

Fieldwork completed

August 2017

Aim of the research

Understand from our customer facing employees what causes customer complaints
and dissatisfaction

Demographics

A mix of staff with diverse customer facingroles atDee Valley

Research approach

Workshops lead by the insightteam

What did the
research tell us that
was new?

The majority of the written complaints Dee Valley receive are bill related,
followed by operations / metering (e.g. waitingtoo longfor work to be carried
out, includingfollow on work.

We get some complaints aboutthe delays in having meters installed (going
beyond the SLA or 90 days)

Leakage isinthe media a lot, especially when the weather is hot.

Farmers often complaints aboutnoise, traffic, planningand access over their
land. Often these are aimed at getting compensation or to delay works.
Discolorationisanissue, but has improved recently due to lots of mains
flushingandice pigging.

Low pressureis felt to be anissueinhillyareas.

Repeat interruptions only affect a small number of properties, butare a big
irritation for those affected

Lead pipes don’t appear to be a spontaneous concern

We used to get lots of complaints aboutestimated metered bills, butthis has
reduced considerably nowall household customers get their meter read at
leastevery 6 months

Customers valueease of contact with Dee Valley staff — they want to get
straightthrough to a “real” person, not navigate complicated phone systems,
includingstaff beingableto pronounce Welsh place names

Customers valueflexible payment terms

Some find the forms for the social tariff off-putting, some get help with Dee
Valley staff at food banks

Customers valuehome visits to the elderly and those who might struggle to pay
Although not always front of mind, some customers want reassuranceweare
protecting the environment and that there will beenough water to meet
people’s needs in the future

A socialmedia presenceis expected and would be useful duringlargeincidents
We should encourage customers to make better use of reservoirs, previously
discouraged due to cost of health and safety investment

Customers in North Wales respondto “matey” languageand empathy — they
dislikea corporateapproach

What did we already
know that the
researchvalidated?

Drought and low flowrivers arenot felt to be front of mind

Retainingthe local feel andidentity is very important

Customers valuethe “hatch” at North Wales

Customers are worried about bills going up as a resultof the acquisition

Dee Valleyis a well-recognised and trusted brand with loyal customers

Dee Valleyis asmall local businesswhichis reallyagileand responsive —no
property is more than a 40 minute drive away

Customers see the companyas havinga valuableroleinthe community
Customers in North Wales won’t necessarily feel an affinity with those in Mid
Wales
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Did the research
contradictany other
findings?

Employees feel non-household want to be ableto switch supplier

Any other
information
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Section 10: Basic needs research

10.1 Valuation research - willingness to pay (WTP)

Supplier Systra

Fieldwork completed October 2017 to January 2018

Aim of the research Determine the willingnessto pay for a variety of non-market goods relatingto the
water industry. These valuationswill formthe basis of costbenefit analysisin
order to determine whether or not certain projects represent valuefor money in
the eyes of the customer.

Demographics A representative sample of household and non-household customers inthe Mid

Wales and North Wales regions.

e 500household customers (splitequally between North Wales and Mid Wales)
e 150non-household customers (splitequally between North Wales and Mid
Wales)

TOTAL CUSTOMERS CONSULTED: 650

Research approach For household customers we used best practicefaceto facecomputer assisted
approach,administered to customers inthe comfort of their own homes. Welsh
languagewas offered as standard (bilingual fieldworkers were used for all the
interviews).

The non-household fieldwork was administered over the telephone, with show
materials emailed to each respondent.

Of the household customer sample, 400 were targeted usingarandom sampling
approach, whereas 100 interviews were conducted invillages with a known high
Welsh speaking population.

Considerablecarewas taken to ensure the validity of the research takinginto
accountthe following:

e Cognitive validity —testing and piloting the survey extensively prior to
main fieldwork to ensure all servicedescriptions were understood and
trade-offs could be undertaken

e Ensuringthe overall surveyload was not too onerous

e Minimisingtheneed for scalingthe final valuations by deriving WTP for
groups of improvements rather than trading off money with individual
serviceimprovements (which canleadto over-estimation of WTP).

e Appropriate context and question framing

e External validity by validatingthe findings usingalternative methods
and/or contexts such as the budget game andservicefailuresurvey

The survey approach and experimental design was peer reviewed by an expert in
the field (Prof Ken Willis).

The serviceattributes that were tested were as follows:
e Tap Water Package
e Appearance of water
e Tasteand smell of water
e lLead PipeReplacement

e  Water Supply Package
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e Interruptions of 3-6 hours
e Low water pressure
e Leakage from pipes

e PollutionandFlooding Package (Mid Wales respondents only)
e Internal sewer flooding

e External sewer flooding

e Pollution

e River water quality

What didthe research
tell us that was new?

For household customers experience of servicefailurein Mid Wales is relatively
high, with 20% sayingthey have experience tap water that taste or smells
unpleasant, 18% experiencinga reduction in water pressure,and 11% discoloured
tap water.

Fewer customers had experienced servicefailurein North Wales, with 16%
experiencing discoloured water and 11% a reduction in water pressure.Only 4%
however saythey have experienced tap water that taste or smells unpleasant.

For non-household customers experience of servicefailurein Mid Wales was also
high, with 13% reporting tap water that tastes or smells unpleasant, 12%reporting
leakage, 12% reporting seeing rivers with poor water qualityand 11% reporting
discoloured tap water. In North Wales discoloured tap water was the most
experienced failure, with 16% of non-household customers sayingthey had
experienced it.

Household customers in Mid Wales valuereducinginternal flooding the most out
of the waste water attributes, values for external flooding, pollution andriver
quality arethe same. Within the tap water package supportfor removing lead
pipes was the highest valued improvement.

Household customers in North Wales valuethe tap water package of
improvements much more than the water supply package, with improvements in
taste and smell being the most valued improvement (despite stated experience of
this being much less that appearance). Reducing leakage was the most valued
water supply attribute.

When asked about the maximum they would be willingto pay for all the service
aspects presented to them to be improved, Mid Wales (household) respondents
reported an average of £6.80, whereas North Wales (household) respondents
reported an average of £4.

Mid Wales (non-household) respondents reported an average of 2.8% whereas
North Wales (non-household) respondents reported an average of 3.2%.

These figures need to take into accountthe fact that Mid Wales customers were
consideringa combined bill,and North Wales customers the water only bill.

What did we already
know that the research
validated?

e WTP values for the packages ofimprovement are lower in Wales thanin
England, although this is a generic statement and doesn’t reflect the specifics
of the survey (e.g. what amount of improvement customers get for the
packages they are presented with).

Did the research
contradictany other
findings?

In Mid Wales there was no willingness to pay to improve the water supply package
comprising of water interruptions,low pressureand leakage. This is despitea
relatively high number of customers statingthey had experienced low pressure,
and despite some of these being comparatively frequent servicefailures inthe
region.
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10.2 Asset health and resilience research

Supplier DJS Research

Fieldwork completed

April 2018

Aim of the research

Exploringissues of assethealth, resilience and intergenerational fairness

To understand how well customers understand the issueofrisk,and what level
of riskthey are prepared to tolerate

To understand whether customers are willingto fund better monitoring of assets

Demographics

Household customers included a mix of current and future bill-payers, a mix of
age, gender, SEG, householdsize,and some with experience of a servicefailure

Non-household customers included a mix of size, sector and water dependency

TOTAL CUSTOMERS CONSULTED: 47

Research approach

2.5 hour deliberative workshop with household customers in North Wales (20
participants)

2.5 hour deliberative workshop with household customers in Mid Wales (19
participants)

8 telephone depth interviews with 8 non-household customers (4 each in North
Wales and Mid Wales). Interviews lasted 30-45 minutes each.

What didthe research
tell us that was new?

Most customers were not surprised when prompted with a listof the services
provided by Dee Valley Water/Severn Trent.

Some did not understand the meaning of ‘enablinga thrivingenvironment’ and
‘promoting a thrivingcommunity’.

Amongst some, trustinthe water company scores declined by the end of the
discussion, mostly due to scepticismaround where investment would be spent
vs go intoshareholders’ pockets. A few alsolostsome confidenceinthe
company after discussingsome of the scenarios, as they felt the company should
have already planned for these.

Inthe Mid Wales workshop, there was a feeling that Mid Wales has become a
forgotten partof the Severn Trent region, due to its sizeand rurality.

Participantssaytheyare much more likelyto reportaleakifitis closeto their
home/business, or ifitimpacts them personally. They would also be more likely
to reportaleak ifithad been evident for a few days or ifit’s a very severe leak.

Some were unsurewho to contactabout a leak on road — the council/highways?

Almost all of the bill-payersfeltthat water companies should take a proactiveor
mid-ground stanceinregards to maintainingtheir assets toa highstandard. A
reactive investment positionis notacceptablebecausewater is suchanessential
service.

Many expect water billstorise,and so expect the company to be proactively
investing the additional money.
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However, future bill-payer favoured the mid-ground approach. They did not
want the companyto do more than what needs to be done; as longas water
continues to come out of their taps they are content.

Participants were shown some examples of assets being subjected to extreme
events (Tewkesbury, Cryptosporidiumand pollution casestudies). After seeing
these, most maintained the view that companies should havea proactiveto mid-
ground approach. They expect the company to have plansinplacetodeal with
such events, and to communicate to customers aboutitas appropriate.

Customers do not expect problems to occur because of ageing assets or poor
maintenance.

Most respondents expect their water company to spread the cost of expensive
work (such as work on reservoirs and dams) over time. Many had hoped this had
already been considered before now, and that current bills already pay for this
type of investment. They certainly wantto avoid bill shocks.

Future bill-payersstruggled to get involved with the discussion on this;they
were unclear on the impactand reasoningfor bringinginvestment forward.

Most want the company to bringsome investment forward to smooth the
impacton bills over time.

Customers had littleawareness of the existence of lead in water pipes or of
tighter lead level restrictions. They want immediate action on this - more
communication on this subject,as well as increased testing. Those with young
children or grandchildren were particularly passionateabout this subject.

Most support the lead-free schools and nurseries initiative, as well as proactive
replacement of lead pipes in hot spotareas, plus investigationand supportfor all
household customers where sample exceeds the proposed new lead limit

(5ug/l).

Customers supported the followingoptions for measuring performance in this
area: customer rating of job satisfaction, assess the number of properties where
the company has replaced their lead pipe, and assess the number of properties
where the company has replaced their lead pipe and the customer pipehas also
been replaced.

A higher proportion of participants arewillingtoinvestinlead pipes (over two
thirds) thanreservoirs (justover half).

Most say they want to be informed exactly what their investment is being used
for.

The bill impacts, when shown, were lower than most had expected. Most feel an
investment of £4 per year for eachis reasonable.

Participantssaythe Well-being Act is good for Wales, and feel that all
businesses, including water companies, should be working towards the stated
goals.

What did we already
know that the research
validated?

Respondents areaware that water companies areresponsible for the water
supply wastewater services. Maintenanceof assets, resolvingissuessuch as
leakage, and customer service were also mentioned after some thought.
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Most North Wales domestic customers believe that Dee Valley Water also
provides their sewerage service.

Those who had personally dealtwith DVW or ST often referenced good
communications and customer support.

Perceptions of the company being local, friendly and helpful were particularly
common in North Wales.

Respondents have high levels of trust in their water company; atthe startof the
discussions, mostgave scores of at leasteight out of ten.

Few are aware that they are responsiblefor their supply pipe.

Did the research n/a
contradictany other
findings?

Any other information n/a

10.3 Performance commitments, investment choices and incentives research

Supplier DJS Research

Fieldwork completed April and May 2018
Aim of the research e Determine levels of trust and satisfactionin Dee Valley Water and Severn
Trent

e Exploreresponses to the merger

e Understand whether core objectives are inlinewhich what customers think

e Discover customer views of HD’s performance commitments

e Explore whether customers mind how their water company performs
compared to others

e Understand the willingness of customers to have a named value of their bill
linked with company performance

Demographics e Household customers included a mix of age, SEG, gender, urban/rural and

some who struggle to pay household bills

e Non-household customers included a mix of size, sector and water
dependency

TOTAL CUSTOMERS CONSULTED: 539

Research approach e 2x2.5hour deliberative workshops with household customers, one in North

Wales and one in Mid Wales.

e 2 x2.5hour focus groups with micro/small non-household customers, one
in North Wales and onein Mid Wales

e 400 face-to-face, in-home CAPI surveys, 200 each in North Wales and Mid
Wales

e 104 face-to-face CAPI surveys with micro and small businesses,52 in North
Wales and 52 in Mid Wales

e North Wales and Mid Wales household data were weighed to reflect the
demographics of the area

What did the research e Overall athird of household (HH) customers and two fifths of non-

tell us that was new? household (NHH) customers are aware of the merger between Severn Trent
and Dee Valley (Hafren Dyfrdwy). HH customers in North Wales are more
likely to be aware of the merger thanthose in Mid Wales.
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The qualitativeresearch reveals high awareness of the merger with mixed
views of what exactly the merger would mean. Both HH and NHH want their
serviceto continue as itwas before and some areconcerned itis a takeover.
Itis importantto customers that Welshissues areprioritised.

NHH Customers in Mid Wales generally havea good understanding of the
retailer and wholesaler difference and are aware Severn Trent will nolonger
operate in Wales.

Most recalled receiving literature from Severn Trent outlining the change.
Although no respondents were inthe open market before the change, some
feel they aredisadvantaged by not being ableto participatein future.

None of the respondents have been in contact with Severn Trent, asitwas
made clear they didn’t have to do anything, however there is some interest.
Inthe qualitativeresearch, customers were asked to spontaneously suggest
which priorities they felt that water companies should befocusingon.
Almost all suggesta continuous supply of safe, clean water is key.

When discussing whatHafren Dyfrdwy should focus on, comments most
commonly relate to the wholesaleservices e.g. ensuring water comes out
the tap. However, there is some focus on the retail sidesuchas
communicationand customer service, and also on corporateresponsibility,
especially protecting the environment and understandingthe value of
water.

Customers were shown the core objectives of Hafren Dyfrdwy (5 in North
Wales and 6in Mid Wales).The core objectives areseen as broadly positive
andin linewith the key priorities for a water company which were
spontaneouslyidentifiedinthe qualitative group sessions.

The PCs are generally seen as positive by both HH and NHH customers with
high levels of acceptability acrossall measures, however qualitativeresearch
indicates someimprovements that would help customers to understand PCs
better.

For HH, educationis the most acceptable PC, followed by sewer blockages
andsewer flooding. Leakage is the leastacceptablePCand anissuethat HH
customers voiced concern and dissatisfaction with in the qualitative group
sessions. Customers think future target levels of leakage arestill too high
andthe PCis notstretching enough.

Educationis the most acceptable PC for NHH, followed by biodiversity and
sewer blockages.For both HH and NHH leakage is the leastacceptable PC
andthe one that customers think is the most importantto focus on andaim
to exceed the future target

For investment options, both HH and NHH customers aremost likely to want
to ‘Do More’ to enhance biodiversity. Welsh Language Services are anarea
where respondents are most likely want to ‘Do less’, although with all PCs,
the majority arehappy with the proposed option.

Three quarters of HH and NHH customers think itis acceptabletolinka
small amount of their bill to performance when asked about incentives.

What did we already
know that the research
validated?

Overwhelmingly, initial feedback aboutDee Valley Water and Severn Trent
is positive. Positiveassociationsaredown to a reliablesupply, good taste,
good customer serviceandrarely (if ever) havingissues. Negative
associations are held by the minority, butincludewater quality, price of
bills, getting someone to come out and also specificissues.

Did the research n/a
contradictany other
findings?

Any other information n/a
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10.4 Acceptability research (wave 1 and 2)

Supplier DJS Research

Fieldwork completed June 2018

Aim of the research Understand whether our proposed planis acceptableand affordablefor
customers, and the reasons why

Demographics e Household customers, a mix of age, gender, SEG, household size,and some

with experience of a servicefailure

e Non-household customers included a mix of size, sector and water
dependency

TOTAL CUSTOMERS CONSULTED inwave 1: 513

TOTAL CUSTOMERS CONSULTED inwave 2: 200 (Mid Wales households only)

Research approach Face to face interviews for both household and non-household customers,
followinga shortpilotphase.

The research takes customers on a journey, introducingthe future bill level,
before presenting the business planand bill profile,and finally showing the
future bill in nominalterms. Those in North Wales sawa (real terms) increasein
their water bill of 1%, compared to a 6% increasein the combined bill in Mid
Wales;andthis is the likely cause of the significant difference we see in
customer’s views.

What did the research

tell us that was new? Wave 1:In North Wales, despite the modest increasein bills wefind that 86% of
customers find our proposed planacceptable, when presented with the service
planandbillinreal terms.

Customers in Mid Wales were less likely to find the planacceptable - when asked
about the bill alone (uninformed acceptability), 65% of household customers find
itacceptable,compared to 51% when presented with the serviceplanand bill
profile.

We asked customers whether the proposed performance commitments for
water, wastewater andretail areacceptable, and the majority of customers
agreed they are, although customers in North Wales were more positivethan
thosein Mid Wales:

e  63% of household customers in Mid Wales,and 79% in North Wales,
supported the proposed package of water performance commitments;

o  64% of household customers in Mid Wales supported the proposed
package of wastewater performance commitments; and

e 62% of household customers in Mid Wales,and 77% in North Wales,
supported the retail performance commitments.

Inresponse to challengefrom CCWater, we presented customers with the bill in
both real and nominal terms. We find that this does have animpacton net
acceptability.

We analysed whether some customer groups are less likely to find our proposals
acceptableandfound no difference, including for the low income groups and
those who defined themselves as “justabout managing”.
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As we have found in other research,some customers arealtruistic. Most
customers recognisethe significantserviceimprovements that our plandelivers
— “all customers will benefitfrom the improvements” and “the improvements
are needed” were among the top two reasons for the planbeingacceptablein
both Mid Wales and North Wales.Those customers who find the plan
unacceptabletell us thisis down to the bill beingalready expensive, or company
profits being perceived to be too high.

Wave 2: We find that 81% of customers find the proposed planand bill profile
(with a 2.5% increase) acceptable when presented inreal terms, and 73%in
nominal terms.

o  79% of customers agree with the water performance improvements;

e 86% agree with the wastewater performance improvements; and
o 85% agree with the retail performance improvements.

Customers who find the planacceptablesayitis becausetheir household, all
customers, and the environment will benefit. Those who find the plan
unacceptablesayitis becausethey cannot affordthe increase, or because the
bill is already too expensive. Some also feel profits aretoo high.

Socio economic group andincome does not have a significantimpacton
acceptability butit does impactaffordability. JAM status has a significantimpact,
with 72% of those “justabout managing” finding the planacceptableinreal
terms.

59% of customers find ODI penalties acceptable,and 67% find rewards
acceptable.

What did we already
know that the research
validated?

Did the research
contradictany other
findings?

InWave 1: Itis unclear why Mid Wales customers have much higher
acceptability for the uninformed question compared to the informed question,
despite the majority agreeing with the proposed improvements.

Any other information

n/a
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10.5 Customer complaint data

Supplier

Fieldwork completed

n/a

n/a

Aim of the research

Understand what aspects of serviceand experience customers contacttheir
water company about

Demographics

Dee Valleyand Mid Wales

Research approach

n/a

What did the research
tell us that was new?

From our wave 1 18/19 SIM water results we know that our happy
customers liked the helpfulness and professionalism of the contact centre
andengineers, and the fact they were prompt. The dissatisfied customers
wanted us to fullyresolvethe problem, and better communication.

From our wavel 18/19 billing results satisfied customers like how quick,
efficient and helpful we were on the phone. Dissatisfied customers wanted
more discussions aboutaffordability.

Wave 4 of SIM 17/18 told us that communication was anissue —sincethen
we have been calling customers on the way to all appointments. We have
seen more positivecomments inwave 1 on “being informed” and “keeping
promises”.

Disputed consumption was the highest contributor to complaints for Dee
Valleyin 17/18, followed by workmanship andloss of supply. Taste and
smell isinthe top fivereasons for complaint.

So farin 18/19 for Dee Valley the highestcontributor to complaints is
payment facilities, followed by pressure.

For Mid Wales the highestcauseof complaintsin 17/18 was loss of supply,
andleakageis the third highestcause. Pressureissues isinthetop six.In
18/19in Mid Wales complainthandlingisthe highestcontributor, followed
by taste and smell.

NHH contacts have increased as a resultof the licencechange and
telephone contactis the primary contact. Primaryreasons for contactare
for balanceenquiries and payments.

What did we already n/a
know that the research
validated?

Did the research n/a

contradictany other
findings?

Any other information

Data are primarily taken from the July CCWater liaison meeting
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10.6 Water trading, joint research with Thames Water, Severn Trent and United Utilities

Supplier Verve

Fieldwork completed May andJune 2018

Aim of the research Research was needed to evaluate customer views on water transfer solutions in
comparison with water supply and demand management alternatives. Aims
were:

e To understandthe spontaneous views of customers towards possible water
resource management options

e To ascertain customer views towards water tradingspecifically, focusingon
perceived barriers and assurances needed to overcome these barriers

e To understand how the above differs across key customer groups

Demographics e  Mixof householdand non-household customers in four regions: Severn
Trent, Thames Water, United Utilities and Wales.
TOTAL CUSTOMERS CONSULTED: Project total is 1,727 comprising customers of

Severn Trent, Thames Water, United Utilities and DCWW

Research approach Across the whole project: 49 non-household depth interviews, deep dive online
community (173 household customers), onlinesurvey amongst household
customers (1505 respondents)

What did the research e 7in10customers across thewhole sampleareconcerned aboutwater
tell us that was new? scarcity, particularly thosein Thames Water areas. Lack of concernis largely

due to disbelief

e Customers in Wales are least likely to be ‘very concerned’ about the issue
of water scarcity (66%)

e  Customers question why they don’t know more given the severity of the
water scarcityissue

e Thosein ‘donor’ regions are significantly morelikely to feel disbeliefabout
water scarcity dueto the wet climate.

e  Customers recognisethat water scarcityis alongtermissuerequiring
immediate nationally co-ordinated action

e  Customers recommend that sustainabilityis thetop solution selection
criterioninterms of supply demand solutions

o 74% of the total sampleagree they would support water tradingas partof
the solution-it’s logical toshare

e Customers in Wales are least likely to agree they would support water
trading (65%)

e Concerns exist aboutsecurity of supply, environmental and financialimpacts

e Customers in Wales are the group most likely to be concerned whether the
donor area has enough water left

e Thames Water customers ask whether water will be available when needed

e Non-households indonor regions areconcerned about the impactof an
‘unreliable’ supply on their business

e  Customers assumethey will cover the cost of water trading through
increased bills.

e Indonor regions,40p is seen as better reinvested thanreturned via lower
bills

e Eightassurancestatements have been developed to help mitigate core
areas of concern with water trading,includingtransparency and fairness

e Customers alsoneed to know that there is continued improvement in
demand management

100



Research revealed there are few areas on which customers differ in opinion

on the issueof and solution to water scarcity. Where differences existthese

aredriven by the followingfactors:

o Livingina donorregion vs. arecipientregion

o Customers with a water dependent medical condition

o Workingfor a water critical business

o Social,culturaland political views held

Household and non-household customers demonstrate very similar views

throughout. There arethree areas in which non-household customers are

differentiated:

o Haveadditional concerns aboutthe impactof water scarcity on
business operations and running costs

o Additional assurancerequired that water companies arecommitted to
maintaininga water transfer network

o High levels of trustin water company working practices to ensure
effective planningand delivery of supply solutions

What did we already
know that the research
validated?

Customers believe widespread education is needed and assumethat fixing
leaks is the major priority
Customers are less certain about preferences for supply solutions

Did the research n/a
contradictany other
findings?

Any other information n/a
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