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Background
The SWCCG Terms of Reference follow
guidance by Ofwat and are approved by
the Southern Water board.

1) Role and purpose

To advise and challenge the company
as it develops its engagement and
research plans.

To advise and challenge the company
as it interprets customers’ views and
decides how to reflect them in its
longer-term strategy and business plans.

To advise and challenge the company
and other regulators to consider:

• opportunities for using innovative
or sustainable means of delivering
the required or desired outcomes;

• scope, justification and cost-
effectiveness of preferred delivery
mechanisms; and

• phasing delivery or outcomes to
maximise the affordability and
acceptability of the overall
business plan.

To report to Ofwat on:

• the quality of the company’s
engagement with customers and
stakeholders in preparing its
strategic direction and business
plan, and

• the acceptability to customers and
stakeholders of the content and
bill impacts of the business plan
for the price control in 2014.

2) Accountability

The Group is neither accountable to the
company nor to Ofwat. It is an
independent body that gains its
legitimacy from these Terms of

Reference, its membership and its
connections with the customers and
other interested stakeholders.

3) Main tasks

1) Maintain a current knowledge of the
water needs of the regional economy
and environment

2) Be aware of research on customer
and stakeholder views undertaken by
the company throughout the
business and contribute to its
development

3) Advise on and challenge the
company’s strategy for taking
account of customers’ and
stakeholders’ preferences in
preparing the Strategic Direction
Statement 2015-40 and Business Plan
2015-20 with particular attention to:

• research findings and the use
being made of them in giving
customers choices, trade-off
solutions and options for further
research

• evidence of how issues and
conflicting preferences are being
resolved, and

• the acceptability of the impacts of
the Business Plan on bills and
sustainability

4) Reach a consensus and provide an
authoritative report to Ofwat,
alongside the company’s business
plan, on:

• the company’s engagement
process, in particular:

– the effectiveness of, or any
concerns with, the company’s
engagement with its various
customers and with the Group
itself (taking account of the
characteristics of good
engagement set out by Ofwat in
Involving Customers in Price
Setting and further advice Ofwat
provides); and

– whether the level of engagement
and assurance is proportionate to
the materiality of the company’s
business plan proposals.

• the company’s strategy and
business plan, in particular
whether:

– the plan facilitates delivery of the
statutory items

– the company has actively
considered the opportunities for
more innovative and sustainable
approaches to delivering the
required or desired outcomes

– the company’s longer-term
strategy and business plan is an
appropriate response to
customers’ views

– the company’s business plan
strikes a reasonable balance
between the views of different
customers and stakeholders,
highlighting any areas where
particular segments of current or
future customers are likely to have
outstanding concerns

– the company has explored the
range of cost-effective solutions
and phased delivery of its various
outcomes to maximise
acceptability to customers; and

• the company’s overall final
business plan – whether it appears
likely to be acceptable to a
majority of customers, highlighting
any areas of concern.

5) Evaluation

Members will regularly evaluate their
collective and individual performance
against the main tasks specified in the
Terms of Reference.
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4) Membership

In addition to the Chair, there are up to
10 members, four invited to represent
stakeholder organisations with a
statutory remit affecting water services,
six invited to reflect the breadth of
customers and stakeholders in the
region.

Representing stakeholder
organisations with statutory
or official remit

Consumer Council for Water, Drinking
Water Inspectorate, Environment
Agency and Natural England

Members are nominated by their
organisations and invited by the CEO of
the Company (or the Undertaker) on
the recommendation of the Group
Chair. Although nominated, invitations
will be made on the basis of experience,
qualifications, personal authority and
seniority that enable them to:

– provide expertise relevant to the
work of the group

– speak and take decisions on
behalf of the organisations they
represent

– recognise and manage conflicts of
interest by making them clear
when necessary.

Reflecting the breadth of customers
and stakeholders in the region

Members are invited by the CEO of the
company on the recommendation of
the Group Chair on the basis of
experience, qualifications, personal
authority and seniority that enable them
to:

– provide expertise relevant to the
work of the group

– inspire the confidence of the
breadth of customers and
stakeholders in the region

– recognise and manage conflicts of
interest by making them clear
when necessary.

These six members act in a personal
capacity. They do not represent
particular sectors or organisations but
demonstrate a strong affinity with the
consumer perspective.

All members are expected to attend
Group meetings in person. There will be
no alternates.
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Background
Southern Water (SW) has established
the Southern Water Customer
Challenge Group (the CCG) in response
to a requirement by Ofwat set out in
‘Involving customers in price setting:
Ofwat’s customer engagement policy
statement’.

Ofwat emphasises the independence of
the CCG and the need for an open,
constructive relationship with the
company. It says:

While the company will be responsible
for setting up and running the group, it
should have an independent chair.
(Page 4)

The company will be responsible for
administering the group, including
providing timely information or
providing information distributed by
other bodies. It will also need to ensure
that the group is content with its terms
of reference and ongoing operation. We
would expect any concerns that
members of the group have to be
tackled directly with the company in the
first place. (Page 17)

Shared ambition
This MoU expresses a shared ambition
based on principles and commitments
adopted by the CCG and SW to ensure
that each can fulfil its functions and
Ofwat’s requirements are met.

The CCG and SW recognise that they
have different roles to play but share a
common goal: to achieve the best
possible outcomes for customers,
stakeholders and the environment in
the region.

Although CCG’s have been called for by
Ofwat to be part of the machinery of
PR14, both SW and the CCG believe
there are advantages in involving the
CCG in business as usual activities as
well and seek to embed such
machinery in company activity for the
future.

Principles
SW and the CCG signal their
commitment to four principles:

• Respect: SW and the CCG agree to
work together within a framework
of mutual respect in which they
recognise their different roles in
pursuit of a common aim - the
best possible outcomes for
customers and stakeholders.

• Openness: SW and the CCG agree
a framework for openness in the
provision of relevant information
subject to the requirements of
legal and commercial
confidentiality.

• Access: SW and the CCG agree to
avoid surprises by providing
timely access to their respective
outputs in advance of their
reaching the public domain.

• Support: SW and the CCG agree to
provide and account for resources
sufficient to effective working
arrangements between them in
pursuit of their shared aim.

1) Respect

SW and the CCG agree to work
together within a framework of
mutual respect in which they
recognise their different roles in
pursuit of a common aim – the best
possible outcomes for customers and
stakeholders.

SW agrees to:

– provide the CCG with an accurate
picture of the context for supply
of water and wastewater services
in the region.

– propose and agree with the CCG
a way of working together,
including timelines and a model
for presentation, advice, challenge
and response.

– propose and seek to agree a
mutually acceptable set of criteria
for successful engagement,
including acceptability of the

impacts and sustainability of the
business plan to customers and
stakeholders.

– share with, and invite comments
from, the CCG on the design and
commissioning of its engagement
strategy and of the components
of that strategy as it is rolled out.

– present information to the CCG in
a form that enables the CCG to
respond constructively and at a
formative stage of the work.

– involve the CCG as appropriate in
customer and stakeholder
engagement activity.

– respond formally to advice offered
by the CCG and show how the
advice has been used to revise
the strategy, or explain why not.

– publish its response to CCG
advice and challenge as part of a
traceable record of scrutiny at
each stage of the engagement
process.

CCG agrees to:

– understand and use information
presented to it to develop a living
overview of factors affecting
water and wastewater services in
the region.

– at an early stage, agree with SW a
way of working together,
including timelines and a model
for proposal, advice, challenge
and response that will enable it to
fulfil its functions.

– seek to reach and publish at an
early stage a mutually acceptable
set of criteria for a successful
outcome, including acceptability
of the impacts and sustainability
of the business plan to customers
and stakeholders.

– seek consensus among its
members about the merit of the
strategy and business plan as
basis for advice and challenge.

– provide advice and challenge in a
form that enables the company to
respond constructively and use as
the basis for improvement.
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– publish its advice in an agreed
form as part of a traceable record
of scrutiny at each stage of the
engagement process.

– in drafting its report review the
company’s response to specific
challenges, giving careful
consideration to reasoning and
explanations provided.

2) Openness

SW and the CCG agree a framework
for openness in provision of relevant
information subject to the
requirements of legal and
commercial confidentiality

SW agrees to:

– make available to the CCG the
company and industry
information it needs to provide
meaningful advice and a robust
challenge to SW proposals.

– provide such information in a
timely way so as not to constrain
the CCG’s ability to fulfil its
functions.

– respect the discretion of the
Group in supplying sensitive
information where it is relevant
and appropriate.

CCG agrees to:

– use information provided for the
purposes intended.

– respect legal and commercial
confidentiality within an open,
constructive relationship.

– raise any potential regulatory
issues with the company at the
earliest possible opportunity.

3) Access

SW and the CCG agree to avoid
surprises by providing timely access
to their respective outputs in advance
of their reaching the public domain

SW agrees to:

– provide the CCG with information
about its strategy and business
plan relevant to the work of the
CCG before publication or
communication to others outside
the CCG.

– provide the CCG with timely
information from wider industry
and other external sources
relevant to the work of the CCG.

CCG agrees to:

– provide SW with sight of and
opportunity to comment on
information about its strategy and
business plan before publication
or communication others.

4) Support

SW and the CCG agree to provide and
account for resources sufficient to
ensure effective working
arrangements between them in
pursuit of their shared aim.

SW agrees to:

– provide resources appropriate to
the needs of the CCG, including:

º an experienced
manager/executive to lead
and coordinate the work of
the Group, be the “eyes and
ears” of the Chair and
members in the company,
engage on behalf of the
Group with members and
other stakeholders, and
otherwise act in accordance
with a ‘Head of CCG’ role
descriptor agreed by SW and
the CCG.

º secretariat service in
accordance with company
governance arrangements.

º administrative support
service to ensure effective
organisation of CCG
activities.

CCG agrees to:

– use and account for resources
efficiently and effectively.

– work constructively with Southern
Water staff.

Signed on behalf of Southern Water by:

Date 18 October 2012

Position: Chairman, Southern Water

Signed on behalf of the Southern Water Customer Challenge Group by:

Date 18 October 2012

Position: Chair
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3 Key meetings and
milestones

The CCG met on a bi-monthly basis beginning in
May 2012. The Chair always attended, a deputy
was not appointed. The CCG was focused on
ensuring continuity and that all members had a
complete understanding of the issues from the
first meeting right through until the submission of
the report. Therefore, no deputies were permitted
in the event that a member could not attend.

Matthew Wright, CEO, accompanied by Darren
Bentham, the Chief Customer Officer or Simon
Oates*, Director of Strategy and Regulation,
attended all the meetings and the CCG welcomed
such an approach demonstrating a serious
approach to customer engagement and the role
that the CCG had to play in the business plan.
Senior managers from the company also attended
as and when required.

The meetings structure formed four main parts:

1. Understanding present context – where the
company discussed things like recent
company activity, their intended response to
Ofwat consultations and their approach to
various parts of the business plan.

2. Advice and Challenge – where the CCG
received papers on the day-to-day
developments and results of the company’s
engagement work and business plan
development and used the sessions to
challenge and advise the company on where it
believed changes, if any, should be made.

3. Governance – where the CCG met in private
at the end of the meeting to consider how the
process was developing and where any
changes could be made.

4. CCG Report – where the CCG discussed in
private its own report development and other
issues which would affect its outcome.
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* Appointed February 2012

Below are the main points of discussion and developments in the progress of the CCGs work from its
creation in early 2012 to the publication of this Report.

DDaattee EEvveenntt

January 2012 Anna Bradley appointed as Independent Chair

March 2012 CCG membership complete

May 2012

First meeting of CCG – MoU, ToR and principles to ensure independence of group agreed with Southern
Water.

CCG has first sight of SW customer engagement plan. 

CCG issues first Advice Note 

July 2012
CCG is given background information on SW Strategic Statement. 

Company responds to CCG Advice Note

August 2012 CCG is presented with Willingness to Pay research and how it fits into wider customer engagement and
the PR14 process.   

September
2012

CCG and Company agree in principle to the Acceptability Criteria to assess how customers’ views have
been reflected in the Business Plan. 

CCG members attend first round of stakeholder workshops. 

CCG issues Advice Note 2.

November
2012

CCG agrees to criteria for Advice Notes when sending to SW Board.

Company responds to Advice Note 2. 

January 2013

CCG has first sight of Strategic Statement and provides feedback on chapters 1 and 2. 

CCG has discussion with SW on wholesale part of the Business Plan and what it means for customers. 

CCG issues advice note to SW Board on approach to Wholesale Business Plan. 

CCG and Company agree to use company’s engagement model as method for company Self-Assessment
on customer engagement for Business Plan. 
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DDaattee EEvveenntt

March 2013

Board responds to Advice Note 3. 

CCG has first sight of Retail Business Plan 

CCG responds to Ofwat Consultation Setting price controls for 2015-20 – framework and approach. 
A consultation. 

April 2013 CCG observes at second round of PR14 Stakeholder workshops.

May 2013

CCG and Company discuss plans for testing the Acceptability Criteria.

Company present first reports on application of Self-Assessment model to customer engagement. 

Company host workshop for CCG on WRMP and plans for public consultation. 

CCG issues Advice Note 4. 

June 2013

CCG sees first draft structure of the draft Business Plan. 

CCG discusses SW proposals for application of decision criteria and their compatibility to the Acceptability
Criteria. 

July 2013

CCG and SW discuss Ofwat final Methodology Statement and implications for Business Plan and CCG
Report. 

CCG agrees response to Defra on WRMP Consultation. 

August 2013 CCG publishes Interim Statement to coincide with publication and launch of public consultation of SW
draft Business Plan. 

September
2013

CCG agrees to SW final plans for addressing the Acceptability Criteria.

CCG and SW also agree to final information required by CCG including final details of Innovation, ODIs and
Efficiency.  

October 2013

CCG considered with regulators and company business plan and its ability to meet statutory obligations.  

CCG considers SW plans for Risk and Reward as well as average cost to service (ACTS) and potential
impact on bills.

November
2013

CCG chair speaks at Marketforce Water Conference on interpretation of the CCG role and progress of the
CCG Report. 

Final CCG meeting before submission of Report, attended by shareholders. CCG and SW ironed out issues
over financing of the business, efficiency and ODIs.

Procedure for completion of Acceptability Criteria and Self-Assessments Report finalised.  

December
2013

CCG Report submitted to Ofwat.

CCG Chair speaks at Water Conference in Birmingham about the CCGs final report.

CCG Chair accompanies SW Board to meeting with Ofwat to discuss final submission. 
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Anna Bradley 
Independent Chair 

Southern Water Customer Challenge Group 
Southern House 

Yeoman Road 
Worthing 

West Sussex 
BN11 3NX 

Finance and Networks Division 
Ofwat 
Centre City Tower 
7 Hill Street 
Birmingham 
B5 4UA 
 
26 March 2013 
 
Dear Mr Beddoes,  
 
Setting price controls for 2015-20 – framework and approach. A 
consultation.  
 
I write to welcome the above consultation and to take the opportunity to 
respond on behalf of the Southern Water Customer Challenge Group.   
 
In providing feedback, we believe that responses with respect to the technical 
matters in the document and responses to the specific questions set by Ofwat 
are a matter for the companies and other bodies, including the other 
regulators. Our purpose in responding is to provide feedback to Ofwat on its 
plans for CCGs, both in the 2013 period when we will produce our Report and 
submit it to Ofwat around the same time as the Company submits its draft 
Business Plan, and also to seek some clarity around the role of CCGs for the 
2014 period and in particular in the role of helping Ofwat deliver the 
determinations.   
 
We have three main points to make in this response:  
 

1. As previously advised, at the Southern Water CCG, we have taken a 
considerable period of time to work with the Company to develop a set 
of criteria for assessing the draft business plan. We have also shared 
this with you. We believe this to be consistent with the approach 
encouraged by Ofwat, and we would strongly encourage you to 
maintain the position of not prescribing a particular format for the CCG 
Report to be submitted at the end of the year.  
 

2. We welcome the clarity, both in the Consultation and in discussions, 
about the role of CCGs in the 2014, draft and final determination 
period. We find of particular helpful that there is a clear vision that 



 
CCGs should continue to face directly with the company as a source of 
challenge rather than becoming a more formal part of the regulatory 
system.  

 
3. We would encourage Ofwat to consider the timing of the submission of 

the draft Business Plans and the CCG Report and the practicality of 
them being submitted simultaneously. As I have pointed out in previous 
meetings, we believe that we will need a period of time after the 
company submits the draft Business Plan to conclude our own report. 
This is in part because of the time commitments required of a group 
who are after all, volunteers, and because we would need an 
appropriate amount of time to consider what the final Business Plan 
says in order to assess how well customer feedback has been reflected 
in the Business Plan before concluding our own Report.  
 

We hope you find the above response helpful and I would be happy to discuss 
further should it prove useful. 
 
Yours sincerely, 
 

 
 
Anna Bradley 
Independent Chair   
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In submitting our response we would highlight the
following:

1. That the customer and stakeholder
engagement conducted by Southern Water
has been much more robust than in the past
with wider and broader reach with more
opportunities for customers and stakeholders
to debate the issues and shape the priorities.

2. As a result of the above, we are confident that
the strong support for action on broader
environmental issues and for greater resilience
in the face of significant challenges and
uncertainty is well evidenced.

3. We support the company's innovative
approach to resilience because we believe it
matches customer and stakeholders ambition
to increase the level of reassurance the
company can offer both now and in the future.

4. However, we were concerned that the future
investigations and catchment management
solutions are progressed as early as possible to
allow the benefits to be realised in a timely
manner and before they are needed. .

5. We also believe the company should continue
to invest in Research and Development so it
can achieve even more through innovation
and best practice in the medium to longer
term. We are aware that the Company has
already highlighted three further policy areas it
wishes to pursue in their next WRMP, these

being Real Options Appraisal; Multi Criteria
Analysis and Shadow Price Scarcity Charging.

6. We are pleased with the initial pace at which
Southern Water is forecasting to reduce the
average per capita consumption from 152 litres
to 133 litres by 2020. This supports customers’
preference for more support and information in
the short term and long term than is currently
available. However, we feel the long-term target
to maintain pcc below 135 by 2040 could be
more ambitious. The long term target should
complement the unique position the Company
will be in by having almost universal metering
across its customer base. Therefore, it will be in
a much better position to understand what
components of its water efficiency targets have
had the greatest uptake from and impact on
customers. Intentions to use this information
and how they could link to future water
efficiency work could be more explicit.

7. Finally, we would also point out that Southern
Water’s customers’ indicated they wanted to
see increased activity in protecting the
environment and rivers. We are disappointed
that the company was instructed by Defra to
delay this approach until the fourth year of the
WRMP. Southern Water developed a unique
and innovative way of accounting for
environmental costs in developing the WRMP
which, if applied immediately, would have
benefited the environment more rapidly with
customers’ support.

Response on behalf of the Southern Water
Customer Challenge Group (the SWCCG)

Southern Water WRMP consultation
August 2013



As you will be aware, Customer Challenge Groups
have been established by each Water and
Sewerage Company (and Water Only Companies)
as a requirement by Ofwat as part of the scrutiny
process for the 2014 price review (PR14). We
operate as an independent body, with a wide
membership from across different industries,
skillset and backgrounds. We have been set the
task of examining Southern Water’s work in two
key areas as it prepares its business plan for the
2015-2020 period, namely:

• How well Southern Water has engaged with
its customers when building the business plan;
and,

• How well what Southern Water’s customers
have said has been reflected in the business
plan.

We will submit a report on our findings to Ofwat
at the same time Southern Water submits its
Business Plan in early December 2013. Although
the Water Resources Management Plan is a
separate programme from PR14, it is of course the
case that the WRMP will affect bills and therefore
has an input into the PR14 process. The final
WRMP will inevitably affect the final Business Plan
and we would not wish to miss the opportunity to
comment on this in advance of the Business Plan
publication.

Finally, we are also required to be satisfied that
Southern Water has met its statutory
requirements. Included in the CCG’s membership
are representatives of the Environment Agency
and Natural England. As a group the CCG has not
yet taken a view on statutory requirements, but we
are aware that the regulators that are represented
on the Group have some issues which they are
raising directly with the Company and where
appropriate, in their responses to Defra. The CCG
will take its own view on these matters in the
context of the report we must submit to Ofwat in
December.
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As instructed by Ofwat, each company and its

Board now have a CCG, which will challenge:

1. the company on the quality of their
customer engagement; and

2. howwell their proposed outcomes,
associated commitments and delivery
incentives reflect their customer
engagement, andwider consumers’ views
and priorities. 1

In addressing these issues we will also take into

account several other factors including efficiency,

innovation and the balance of shareholder and

customer interests. Our role is to “challenge the

quality of companies’ customer engagement and

the extent to which the business plans put forward

by their Boards reflect their customers’ views, and

wider consumers’, and provide an independent

report to [Ofwat] at the same time as companies

submit their business plans.”2 Furthermore, as

Ofwat moves towards an outcomes based

approach “each company should consult its CCG

on its approach to outcomes”.3

In this statement we will address each of the two

issues above, in turn, publicly stating our thoughts

at this stage and highlighting some particular

areas where we are still focused and expect

further discussion with Southern Water before we

send our final conclusions to Ofwat in December.

1. Quality of customer and
stakeholder engagement
We believe that the company has come a long
way since we have been working with it on both
the Strategic Statement and the Business Plan.
The CCG has challenged the way Southern Water
has carried out its engagement work and the
company has adjusted where it could and learnt
for the next steps. What started as a series of
separate pieces of engagement work on customer
preferences for different purposes (including the
Water Resources Management Plan, the wholesale
business plan and willingness to pay, social tariff
design, and on-going customer feedback), has
now become a joined up, company-wide
programme with an agreed framework driving
it forward. This includes a commitment to
embedding the approach in the day-to-day
workings of the business going forward.

The CCG has also challenged the company on
the content and approach to some key pieces of
research. Our primary challenges have been
around the link between the different stages of
research (trying to ensure that what has been
learnt so far is always the starting point for the
next step) and about the quality of the research
process itself. In the latter respect we have
particularly offered advice about the reach of the
research programme and the ways in which the
company might access some harder to reach and
more vulnerable consumers. We are pleased to
say that the company has listened and responded
constructively.

As part of the Business Plan consultation process Southern
Water has asked the CCG to produce an Interim Statement.
The CCG has agreed and this Interim Statement provides
our initial thoughts on the draft Business Plan.

Interim Statement
August 2013

1 Setting price controls for 2015-20 – final methodology and expectations for companies’ business plans, p8
http://www.ofwat.gov.uk/pricereview/pr14/pap_pos201307finalapproach.pdf (also p16, note 2)

2 Setting price controls for 2015-20 – final methodology and expectations for companies’ business plans, p63
http://www.ofwat.gov.uk/pricereview/pr14/pap_pos201307finalapproach.pdf

3 Ibid, p73
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Southern Water continues to learn and the CCG
welcomes the constructive way it has engaged
with us and taken on our advice. This is still a work
in progress, but Southern Water’s engagement
work has developed and improved over the period
of the CCGs existence and we believe this to be a
welcome step change in addressing the decisions
of the past, changing the culture internally and
driving forward a customer centric business for
the future.

Overall the CCG feels positive about the
company's customer and stakeholder
engagement and we will continue to challenge
the company as appropriate during the last phase
of the process.

2. The business plan priorities
and their acceptability
to customers

As published in the Business Plan Southern Water
customers’ and stakeholders articulated six
strategic priorities:

1. Responsive customer service

2. A constant supply of high quality drinking
water

3. Removingwastewater effectively

4. Looking after the environment

5. Better information and advice

6. Affordable bills

The draft Business Plan is entirely built around
these six areas and the CCG believes the golden
thread between customer and stakeholder
priorities and the Business Plan priorities is now
strong.

However, the CCG has challenged hard to ensure
there was a very transparent and open process
which provided the evidence that the results of
the research and engagement clearly linked to the
priorities in the business plan – the golden thread
which proves these priorities are what customers
want.

At times this golden thread was less than clear and
we pushed to see the inner workings and
evidence from the engagement work that has got
the company from A to B. It seems that
sometimes the absence of a clear golden thread
has simply been a matter of timing, with

enormous pressure to get the work done in the
time available. However, we have also argued that
at its heart is the need for the business to deliver
a change in culture alongside the development of
the plan and we have pushed particularly hard in
several areas. In particular:

• Water treatment and catchment
management – work for a reduction in the
need for water treatment through catchment
management and the re-use of water and where
this is not immediately possible, a commitment
to the necessary research and development
work required to make this possible in the future.
We are pleased that such work is clearly
included in the plan but will be interested to see
what customers and stakeholders say about the
ambition, pace and scale of this work. We would
certainly like to see more detail on the plans for
delivering this work over the term of the
business plan.

• Demand reduction andwater efficiency –
whilst recognising Southern Water’s strong
performance on tackling leakage, it was very
clear from the customer and stakeholder
research and engagement that there is a real
appetite for demand reduction and a real
recognition that it can contribute to many
aspects of the plan including contributing to
reduced customer costs, reduced environmental
impact (less water drawn from the natural
environment) and reduced wear and tear on
water and sewerage infrastructure. We welcome
the breadth and depth of the programme
proposed.

• Quality of service – the need for a strong and
clear commitment in the Business Plan to
maintaining the current quality of service in
those areas in which customers have clearly said
they want service maintained, even if they don't
want funds made available for improvements.
Given that there will be financial incentives for
the company to achieve certain objectives, it will
be important not to lose sight of valued existing
activity. We are pleased to see this commitment
is now clearly in the plan.

• Culture change – addressing the need for
culture change throughout the organisation to
embed a customer centric approach and having
appropriate means to measure progress. The
company recognises that there is a big culture
change required throughout the organisation
and the Executive Management Team has
certainly begun that journey. However, culture
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change takes time and perseverance, so it is
not surprising that this is a work in progress.
We think this will require a culture change
programme built into future activity and we
would hope to see this explicitly addressed in
the final Business Plan.

• Starting now – the value of starting now on
some things and not waiting for 2015. The
company has also seen the importance of this
and has embarked on programmes of change
particularly in culture, the quality of stakeholder
and customer engagement, and in
improvements in customer service.

• Transparency in decisions – the need for a
transparent and clear line from evidence to
decision, to ensure that it is clear why decisions
have been made about both priorities and
options – the golden thread.

Interim conclusions

Overall, we welcome the efforts the company has
made to re-focus itself around customers and
stakeholders and the way in which it has engaged
with us during this process. Moving towards a
customer centric approach is something which
both the Board has supported and Southern
Water has taken seriously. We have been
encouraged by the level of Board engagement the
CCG has experienced from the very beginning of
this process, which has included the CCG chair
being invited to attend the Board and also the
Regulatory Strategy Steering Group on a regular
basis. This has provided her with the opportunity
to speak directly to the non-executives about the
CCG's work and the progress that it has made with
the company. The presence of the CEO at all CCG
meetings has also been very welcome.

We applaud the significant changes in customer
and stakeholder engagement and the company's
ambition to embed this approach in the business.
We believe it is well on the way to doing this,
although there is more to be done. As a result of
the work so far there is a clear and strong sense of
what customers and stakeholders want by way of
the priorities.

We see an increasingly strong golden thread from
research to business plan and are pleased that the
company has listened to our thoughts in some
key areas and responded constructively. We now
look forward to hearing what customers and
stakeholders think in this next round of
consultations and research.

Next steps
There are a number of policy specific matters
where we are still seeking further clarity and some
which we have not yet had the chance to discuss
with the company. These will be a core element of
the work we will do over the next three and a half
months before the final submission of our report
to Ofwat in December 2013. These include:

• Innovation and Research & Development
– we want to review the extent to which the
company is adopting innovative approaches and
the way it will assure itself that it continues to do
this through research and development.

• Efficiency
– we are keen to understand more about the
way efficiency targets have been generated and
what customers and stakeholders think about
how such gains should be applied.

• ODIs (Outcome Delivery Incentives)
– we will want to reflect on the proposals in the
plan in the light of customer and stakeholder
feedback and assure ourselves that both the
outcomes and the incentives are consistent with
customer and stakeholder priorities.

• Financial equity
– particularly around the balance struck between
the customer and investor interest when it
comes to the distribution of incentives and
penalties and around the balance of risk borne
by customers and shareholders across the Plan.

• Statutory obligations
– we will want to take particular guidance from
CCG members who are also regulators at the
Environment Agency, Natural England and the
Drinking Water Inspectorate.

• Pace, scale and ambition
– we will want to reflect on the overall ambition
of the plan and the pace at which progress is
promised in the light of customers’ willingness
to pay.

In due course we will discuss the outcome of this
current consultation with Southern Water and we
will then be in a stronger position to assess how
well the final Business Plan reflects the feedback
and aspirations of Southern Water customers.
The next stage of our work is already in motion.

We have previously agreed a process for assessing
the quality of Southern Water’s engagement work
and the acceptability of its Business Plan to its
customers.
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To assess the quality of the company’s
engagement with its customers we have agreed
with Southern Water a method of self-assessment,
where they will apply their own engagement
model specifically to the customer research work
for PR14 and the final Business Plan. This will
provide us with a tool for analysing and reviewing
the overall quality of the company’s engagement
with its customers.

To assess the Business Plan’s acceptability to
customers we have agreed with Southern Water
a set of nine acceptability criteria, based on the
eight, international, basic consumer rights.
These will form the basis of our findings on the
acceptability of the Business Plan to customers.
They are as follows:

1. A plan in which customers are informed

2. A plan in which customers and
stakeholders views have been heard

3. A plan that reflects customers priorities

4. A plan that provides essential services

5. A plan that is affordable

6. A plan that is sustainable

7. A plan that delivers statutory obligations

8. A plan that provides appropriate redress

9. A plan that provides for customer
education

We reserve our final conclusions on our
assessment of the work that the company has
done in engaging with its customers’ and meeting
their expectations until we have seen and
discussed the list of outstanding issues above, the
self-assessment reports and the results of the draft
Business Plan consultation. Nevertheless, we are
feeling optimistic and look forward to advising and
challenging Southern Water as they move towards
the final submission of their Business Plan to
Ofwat in December 2013 and as we prepare our
final report.

4 http://www.consumersinternational.org/who-we-are/consumer-rights


	0. Appendices_combinedCover
	1. ToR
	2. MoU
	3. Timeline
	4._Ofwat_Methodology_Response
	5._WRMP_Consultation_Response
	6._Interim_Statement

