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Foreword 
 
In my foreword, I would like to describe to readers of our report to Ofwat:  
 

• How the Affinity Water Customer Challenge Group was formed 
• Who were the members 
• How we managed our governance arrangements with Affinity Water and 
• How we prepared our report to Ofwat. 

 

Formation of the Customer Challenge Group (CCG) 
 
During the spring of 2012, Affinity Water commissioned Odgers Berndtson, an executive search 
firm, to identify suitable candidates for the role of Chair of the CCG.  A panel of Affinity Water 
executives interviewed the long-listed candidates.  Affinity Water’s Independent Board members 
interviewed the short-listed candidates and selected me for the role. 
 
I used Ofwat’s proposed model1 as the basis for forming the CCG.  As Affinity Water had three, 
physically separated regions, I ensured we had representation across these geographical areas. 
 
Our CCG differed from Ofwat’s model in two respects.  First, Natural England declined an 
invitation to join the CCG, and asked the Environment Agency to provide its perspective.  
Second, despite extended engagement with Citizens Advice, they were unable to identify a 
volunteer who could devote the necessary time to our work.  Consequently, I asked the 
Managing Director of Charis Grants to join the CCG to ensure the needs of vulnerable 
customers were fully taken into account during the customer engagement process. 
 
To support its recruitment of an independent Chair, Affinity Water prepared a draft Terms of 
Reference for the CCG using the Ofwat model.  After accepting the role, I amended and 
approved the Terms of Reference during June 2012.  The final terms of reference were provided 
to all prospective candidates for the CCG.  No further amendments were proposed in 2012 – 
2013. 

Membership of the CCG 
 
I am pleased to report that our membership has proven to be very stable, and I am grateful to all 
colleagues for their work and support.  On three occasions, members changed employers, but 
still continued their work on the CCG. Our membership comprised the following: 
 

Statutory Representatives 
 

Jacky Atkinson, Drinking Water Inspectorate 
Jim Barker, Environment Agency (or his deputy David Howarth) 
Karen Gibbs, Consumer Council for Water (and an Affinity Water domestic customer) 
Jill Thomas, Consumer Council for Water 

                                                      
1 Involving customers in price setting – Ofwat’s customer engagement policy statement, pages 
25 - 26 
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Independent Representatives 
 
Allyson Broadhurst, Charis Grants 
Keith Cane, East Kent Housing (and an Affinity Water domestic customer) 
John Fox, Tendring District Council (from 15 October 2013) 
Tim Hutchings, formerly at Hertfordshire Chamber of Commerce and Industry 
Allan Johnson, formerly at Tendring District Council 
Mark Kibble, Dacorum Council 
Lucy Lee, WWF, representing Blueprint for Water 
Hazel Smith, GlaxoSmithKline (and an Affinity Water domestic and business customer) 
Mark Tomkins, Heathrow Airport (and an Affinity Water business customer) 
Damian Williams, Tendring District Council (from 15 October 2013) 

 
During 2013, Allan Johnson left Tendring District Council to take up a new role at Harlow 
Council.  He kindly agreed to remain on the CCG until the completion of our Report.  To ensure 
representation from Tendring, two new members from Tendring District Council joined the CCG 
in October 2013: John Fox and Damian Williams.  They were not party to the preparation of this 
report. 
 
Members’ biographies/autobiographies can be found in an Appendix. 

 

Governance arrangements with Affinity Water 
 
As Chair, I always had a designated Board contact.  This contact changed twice due to changes 
of Board membership related to the sale of the UK regulated assets of Veolia Water.  Since May 
2013, the designated contact has been the new Executive Chairman of Affinity Water, Dr Phil 
Nolan.  The Board made it clear that I should not hesitate to contact them if I had any concerns; 
however, I never found it necessary to contact the Board to report difficulties in my engagement 
with Affinity Water. 
 
In conducting my work, my regular contacts were with a number of Affinity Water executives. 
Tim Monod, Director of Regulation and the Company Secretary, was the senior executive 
responsible for supporting the CCG.  Liz Allen, Stakeholder Engagement Manager, managed 
the interface with the CCG, ably supported by Margaret Griffiths.  Chris Offer, Head of 
Regulation, was another frequent contact.  I would like to thank them and their other colleagues 
for their willingness to help us undertake our review.  Care was taken to ensure that these 
administrative arrangements did not compromise the independence of the CCG. 

 

Preparation of our report to Ofwat 
 
I drafted all of our report.  I am grateful to two of my fellow CCG members, the representatives 
from the Consumer Council for Water, for their review of the early drafts. 
 
Affinity Water also reviewed drafts of this report and advised when I inadvertently made factual 
errors.  I would like to record that Affinity Water was scrupulous in ensuring the independence of 
the CCG, and never made any attempt to influence the CCG’s judgments expressed in our 
report. 
 
Affinity Water provided the minute taker at all our meetings, and the CCG took care to review, 
correct and approve the minutes. 
 
During the five CCG meetings held from May through November 2013, the CCG collectively 
reviewed and amended these drafts.  Affinity Water employees were asked to excuse 
themselves during the CCG’s discussions of drafts of our report.  Version controls enabled CCG 
members to identify all amendments and additional text added since our previous review.   
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The CCG is solely and collegiately responsible for the opinions expressed in this report. 
 
Our original plan for the preparation of our report was based on our understanding that the 
Affinity Water Board would make all the key financial decisions at its Board meetings in October 
2013.  In reality, the Board continued to refine its plans after that date, and we received the final 
numbers after the Board approved them at its meeting on 20 November 2013. 
 
As a result, the CCG was never given a final copy of the Affinity Water Business Plan.  Our 
review was based on presentations, studies and preliminary drafts of the executive summary 
(section 2) of the Business Plan.  
 
Our final report was approved at our meeting on 18 November 2013, subject to the Affinity 
Water Board approving its Business Plan in line with our briefings for a real price decrease over 
the price review period 2015 – 2020. 
 
We advised Affinity Water that we would bring to Ofwat’s attention any material changes made 
to the Business Plan after the Board meeting on 20 November 2013, as we would not have time 
to examine the changes in detail.  These changes are listed in Chapter 1, the Executive 
Summary. 
 
 
Robin Dahlberg 
Chair, Affinity Water Customer Challenge Group 
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Chapter 1 – Executive Summary 
 

Overview 
 
1.1 The Customer Challenge Group (CCG) has three key roles: 

 
• Review the company’s customer engagement process and the evidence 

emerging from it, to ensure customers’ views are considered as the company 
develops its business plan 

• Challenge the phasing, scope and scale of work required to deliver outcomes, 
including legally prescribed standards and the requirements of the Drinking 
Water Inspectorate (DWI) and Environment Agency (EA) 

• Advise Ofwat on the effectiveness of the company’s engagement, and on the 
acceptability to customers or otherwise of the company’s overall business plan 
and bill impacts. 

1.2 This report describes the customer engagement process and how the company took into 
account its customers’ views when preparing its Business Plan.   This process was 
controlled by a formal procedure.  It documents our challenges to the company and its 
responses.  Our report includes the views of the regulators and our advice to Ofwat.   

 
1.3 Ofwat has clearly stated that they will take into consideration the report from the CCG 

when deciding how to allocate resources to examine Affinity Water’s Business Plan. 
 
1.4 To support this objective, in our Executive Summary, we include all our significant 

observations on Affinity Water’s Business Plan.  Further, we divide our observations into 
three categories: 

 
• First, we highlight the key areas where we believe Ofwat should examine in 

detail Affinity Water’s Business Plan, which include important areas where we 
lack the expertise to make an informed judgment or differ from the company’s 
interpretation of its customer research 
 

• Second, we note other areas that we examined and concluded that Affinity 
Water’s Business Plan adequately reflects its customers’ views; thus, we do not 
believe Ofwat needs to allocate resources to examine in depth these aspects of 
the Business Plan  

 
• Third, as our review rests largely on a draft version of Affinity Water’s Business 

Plan, we list any significant late changes to the Business Plan which we did not 
have sufficient time to examine, and invite Ofwat to decide whether to scrutinise 
these areas. 

 
1.5 Ofwat asked the Drinking Water Inspectorate, the Environment Agency and Natural 

England to include in this report their observations about Affinity Water’s Business Plan.  
To accommodate this request, the CCG invited the regulators to provide text for 
inclusion in the Executive Summary and to write a letter giving a fuller explanation of any 
issues they wish to draw to Ofwat‘s attention.  Their supporting letters are included in the 
Appendices. 
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1.6 We believe it would be useful for Ofwat if we note here several points related to the 

preparation of the Business Plan. 
 

• First, we believe it is significant that Affinity Water has redefined its vision.  
Affinity Water’s vision is “To be the leading community-focused water company.”  
This statement was developed in 2011, in part to create a shared vision to 
support the unification of the three separate geographical areas.  For Affinity 
Water, the vision represents a journey as the company strives to understand the 
needs of each community, where a community is defined as a water resource 
zone, of which there are eight in total, six in the Central Region and one each in 
Essex and East Kent.  Affinity Water believes they have a responsibility to 
support local economies and to deliver environmental sustainability, as well as 
to satisfy each customer’s needs.   

 
In the opinion of the CCG, the new vision has symbo lic importance as it 
represents a switch in focus towards customers and their communities.  
We believe it will be interesting to see how well A ffinity Water is able to 
achieve this long-term aim and to develop its commu nity-based service 
delivery objectives.  

 
• Second, Ofwat should note that Affinity Water uses “expectations” instead of 

“outcomes” in all its communications with customers.  For consistency, as our 
report describes Affinity Water’s engagement with its customers, we will also 
use “expectations.” 
 

• Third, in part due to workload and priorities dictated by the sale by Veolia Water, 
we were the last Customer Challenge Group to be formed.  As a result, we did 
not have a chance to influence Affinity Water’s customer consultation work 
undertaken before our first meeting in September 2012. 

 
• Fourth, as the CCG, we believe we have maintained our independence from 

Affinity Water through the following actions: 
 

� Making robust challenges, documented in this report and in the minutes 
of our meetings 

� Writing of the CCG Report, which was done by the CCG Chair and 
members, without any interference from Affinity Water  

� Asking all Affinity Water employees to leave the CCG meetings during 
the periods when we reviewed our draft report and determined our 
opinions 

� Reporting directly to the Affinity Water Board: the CCG Chair reported 
to the Affinity Water Executive Chairman, and the CCG Chair attended 
Affinity Water Board meetings to provide our views. 
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1.7 The Executive Summary is intended to be a stand-alone document containing all our 

major conclusions.  To see other aspects of our work, we invite Ofwat to consider the 
following sections of our report: 

 
• “Foreword”: includes information on the formation of the CCG, our membership, 

our governance arrangements and our drafting of our report. 
 

• Chapter 2, “Affinity Water’s engagement with its customers”: provides a 
description of Affinity Water’s customer engagement program, including 
demographics, scope, methodology and outcomes. 

 
• Chapter 3, “Narrative”: narrates how the CCG observed Affinity Water’s 

customer engagement program, and how we interacted with the company.  This 
chapter also evidences the many challenges we made during the process. 

 
• Chapter 4, “Themes”: notes the outcome of our examination of some of the 

cross-cutting themes that Ofwat raised during its consultations on the Price 
Review 2014 (PR14): 

 
o Investment Options, Willingness to pay and bill acceptability 
o Social Tariffs 
o Debt 
o Leakage 
o Metering. 

 
• “Appendices”: comprises a set of documents to support and evidence our work: 

 
o CCG Terms of Reference 
o Assurance documents from the Drinking Water Inspectorate, 

Environment Agency and Mr Doug Hunt (of WS Atkins Ltd.) 
o CCG members’ biographies and autobiographies 
o Chronology 
o Minutes of CCG meetings 
o Challenge Records. 

 

Key areas of Affinity Water’s Business Plan that Of wat should 
examine 
 
Proposed bill changes and key financial variables 
 
1.8 We do not believe that the members of the CCG have the expertise to make a sound 

judgment on the financial assumptions in Affinity Water’s Business Plan, nor do we 
believe this falls within our remit.  Accordingly, we recommend that Ofwat examine in 
detail these aspects of the Business Plan.  

 
1.9 We note that the company has changed its gearing from 45% to 65% in 2009 and then 

to 77% in 2013. 
 
1.10 Affinity Water’s Business Plan has an assumed real, pre-tax debt, post-tax equity cost of 

capital of 4.3%. Affinity Water informs us that this is consistent with an industry cost of 
capital of 4.1%, supplemented by a 0.4% premium to reflect Affinity Water’s operational 
characteristics and the risk it has included in the Business Plan. Affinity Water has 
indicated, that should Ofwat accept its cost of capital, this would be equivalent to it 
sharing 0.2% of this premium with customers as it has made financing efficiencies and 
considers it appropriate to share some of this with its customers. 
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1.11 Affinity Water’s Business Plan anticipates that the average household bill will reduce in 
real terms by 0.7% per annum between 2015 and 2020. 

 
1.12 The anticipated bill profile changes are as follows: 
  

            Year                 Change             Average household bill 
            2015/16             -0.70%                          £164.10 

            2016/17             -0.70%                          £162.90 

            2017/18             -0.70%                          £161.80 

            2018/19             -0.70%                          £160.70 

            2019/20             -0.70%.                         £159.50 
 

1.13 The CCG welcomed the commitment that we have receiv ed from the company that 
the ‘final business plan will show bills reducing i n real terms between 2015 and 
2020.’  We believe that customers will support this  proposal.  However, we have 
asked the company to consider whether it could incl ude a fair profits agreement 
in its business plan which would offer the possibil ity of a fair 
customer/shareholder balance should there be outper formance for the company 
around the financing assumptions built into the pla n. 

 
Metering 
 
1.14 To support its commitment to managing its environmental impact by reducing 

abstractions from critical groundwater sources, Affinity Water plans to introduce 
compulsory metering in the six water resource zones in the Central Region over the next 
two price review periods. 

 
1.15 Affinity Water assumes (with good evidence) that introducing metering will change 

customers’ behaviour so that they reduce their water consumption by 10%. 
 
1.16  The CCG noted with interest that the Consumer Counc il for Water welcomes 

Affinity Water’s phasing of compulsory metering ove r two price review periods, in 
part because it reduces the impact on customers’ bi lls over the next five-year 
price review period.  Rolling out metering over sev en years should provide 
additional time for the company to make its custome rs aware of the water 
resource challenges it faces, and how metering will  help address these issues.   
Further, the slower delivery plan will provide addi tional time for the company to 
develop and to explain the transitional arrangement s that will help its customers 
who are not in favour of metering or who are likely  to see their bills increase 
substantially from the introduction of metering.  

 
1.17 The CCG accept that metering is only one of the to ols (albeit the most important 

one) that Affinity Water intends to use to manage d own demand for water; 
however, we are concerned that one consequence of e xtending the delivery of 
universal metering and of offering a two-year trans ition period is that it risks 
delaying the expected reduction of water use by cus tomers. 

 
1.18  We recommend that Ofwat form a view on how effect ively Affinity Water has 

balanced the competing requirements of delivering a bstraction reductions, 
introducing compulsory metering and minimising incr eases in customers’ bills.  

 
Rewards for reducing leakage 
 
1.19 Affinity Water is proposing thirteen measures for the four outcomes (“expectations”) the 

Business Plan will deliver.  Only two of the measures provide a possible financial 
reward: the Service Incentive Mechanism (SIM) and leakage reduction.  The incentive 
package for leakage reduction provides a potential upside of up to +1.06% of total 
revenue, as well as a potential downside of up to -1.67% of total revenue.   
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1.20 The CCG challenged the company to show the evidence  that customers would 
support this approach.    

 
1.21 In response, Affinity Water noted that in the stated preference research both households 

and businesses placed a high value on reducing leakage, and an even higher value on 
avoiding increases in leakage. 

 
1.22 The CCG noted that the WRMP strategy was revised to  make leakage a bigger 

contributor to the supply demand balance as a conse quence of the research and 
stakeholder feedback and is now in effect below the  economic level.  The CCG 
believes that the customer engagement programme evi dences that this approach 
is endorsed by customers.  

  
1.23 The CCG are not entirely convinced that this eviden ces that customers believe 

that the company should be rewarded for reducing le akage beyond the target set, 
in part because customers were generally against pa ying the company more for 
doing the job they are supposed to do.  However, we  also recognise that 
customers often perceive that reducing leakage is s elf-financing, and this may not 
always be the case. 

 
1.24 The CCG has a second concern about this incentive which is that the way in 

which it is designed to be delivered does not fit w ith the five-year pattern for other 
incentives and will not be easy for customers to un derstand in terms of a 
company claim of delivering reduced bills in real t erms. Accordingly, we 
recommend that Ofwat forms a view on the reasonable ness of the company’s 
incentive proposal for leakage reductions. 

 
Measures of success and the Outcome Delivery Incentives 
 
1.25 In addition to the challenge on the leakage incenti ve, the CCG has also challenged 

Affinity Water on its other measures of success and  invite Ofwat to look closely at 
these.  

 
 

Points for noting that we believe do not require de tailed 
examination by Ofwat 
 
Total bill acceptability 
 
1.26 Affinity Water bills most customers on behalf of wastewater providers; therefore, the 

company commissioned statistically significant studies on the bill acceptability of the 
water bill as well as the combined water and sewerage bills.  Thames Water provides 
wastewater services to 80% of Affinity Water’s customers.  It is clear from Affinity 
Water’s research that including Thames Water’s proposed price increase to fund the 
Thames Tideway Tunnel will make the total bill unacceptable to these customers.   

 
1.27 The CCG challenged Affinity Water on how it would d eal with this situation.  We 

asked about its intentions on engaging with custome rs to inform them of the price 
change and to mitigate the impact on vulnerable and  low-income customers.   It is 
the CCG’s opinion that the company is committed to devising an engagement 
programme, and note that most of this work will nec essarily be done after the 
preparation of the Business Plan.      

 
Abstraction reduction 
 
1.28 Following discussions with the Environment Agency (EA), Affinity Water has committed 

to reducing abstractions by 42 Ml/d from critical groundwater sources.   
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1.29 We note that the EA says that this level of abstrac tion reduction is required.   The 
CCG also note that it is WWF’s view that this reduc tion in abstraction is essential 
to protect the globally unique and fragile chalk st ream ecosystems from which 
Affinity Water currently abstracts water.  Where it  has been proven that the 
current level of abstraction is causing damage to t he environment, abstraction 
should be reduced to sustainable levels to meet the  requirements of the Water 
Framework Directive.  Further, it is the CCG’s opin ion that the statistically 
significant studies showed that most customers supp orted the company’s 
approach to abstraction reductions.  

Late changes to Affinity Water’s Business Plan 
 
1.30 Mr Doug Hunt, who is employed by WS Atkins Ltd., provided us with assurance around 

Affinity Water’s preparation of its Business Plan.  Mr Hunt assured us that Affinity Water 
did not make any material changes to its Business Plan after we reviewed it.  Mr Hunt’s 
assurance report is included in the Appendices. 

 
1.31 Based on Mr Hunt’s assurance, the CCG has no late c hanges that we wish to 

bring to the attention of Ofwat.  

Comments from the regulators about Affinity Water’s  Business 
Plan 
 
1.32 The Drinking Water Inspectorate  (DWI) had a representative on the CCG. The DWI 

wrote to the CCG providing its view on the Business Plan, drawing our attention to 
Affinity Water’s five formal proposals to improve drinking water quality.  The DWI letter is 
included in the Appendices.   

 
1.33 The Environment Agency  (EA) had a representative on the CCG, who had a deputy 

who attended in his absence.  Included in the Appendices are copies of letters dated 1 
and 21 November 2013 received from the Environment Agency.  

 
1.34 The EA provided the following summary of its key concerns for incorporation into this 

report: 
 

Environment Agency representatives have regularly attended the CCG.  
Included in the appendices of this report are copies of the relevant 
correspondence between the Agency and Affinity Water (dated 1st and 21st 
November).  The comments in this correspondence were made following 
dialogue with the company throughout the business planning process and 
WRMP process, including the Statement of Response, and up to the date on 
the relevant correspondence.  These comments were made without having 
seen the complete and final proposed business plan.  The Environment 
Agency expects to continue to work with the company on some of the details 
of its proposals, however they do not anticipate any material changes in their 
overall response. 
 
In the Environment Agency’s view, from the information provided, they 
understand that the company is planning to meet its statutory environmental 
requirements set out in Defra’s Statement of Obligations, and they welcome 
the company’s commitment to meeting them.   
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1.35 Natural England  (NE) was invited to provide a representative for the CCG.  They 

declined the offer due to resource constraints, and said the EA would represent its 
views.  On 25 November 2013, NE contacted the CCG Chair and asked to have a copy 
of the CCG Report.  The CCG Chair emailed the final draft report to NE, who asked that 
the following text be added to our report: 

 
Natural England was represented on the CCG by the Environment Agency, 
and its views on Affinity Water’s business plan were included in a letter 
from Environment Agency to Affinity Water dated 1 November 2013. 
Natural England also provided detailed comments to the company on its 
draft Water Resources Management Plan (dWRMP) and associated 
Habitats Regulations Assessment and Strategic Environmental 
Assessment (1 August 2013). Natural England is awaiting the further work 
on the Strategic Environmental Assessment (SEA) requested in response 
to the dWRMP with regards to potential impacts on landscape and 
biodiversity. 
 
Natural England provided the following statement about delivery of the 
company’s statutory obligations with regards to the natural environment: 
 
Affinity Water has informed us that statutory duties relating to biodiversity 
and the conservation and enhancement of designated sites will be met 
through estates management and the continuation of the biodiversity 
programme into AMP6. Natural England welcomes this commitment. 
However we have not seen the draft business plan so cannot comment on 
the extent to which this has been incorporated into Affinity Water’s plan, or 
whether measures of success or targets relating to biodiversity have been 
identified.  

 
 

Assurance 
 
1.36   In forming our opinion, the CCG received assurance from the following sources: 
 

• Interaction with the Affinity Water Board 
• Four statutory organisations: Consumer Council for Water (CCWater), Drinking 

Water Inspectorate (DWI), the Environment Agency (EA) and Natural England 
(NE) 

• Mr Doug Hunt, who works for WS Atkins Ltd. and fulfils Affinity Water’s Reporter 
role. 
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1.37 Throughout the process of preparing the Business Plan, Affinity Water’s Board engaged 

with the CCG, usually through the CCG Chair.  Between May 2012 and November 2013, 
the following meetings took place with some or all of the Affinity Water Board members: 

 
• On 30 May 2012, the final interviews for the candidates for the post of CCG 

Chair were conducted by a panel consisting of the three Independent Board 
Members.  The Independent Board Members then selected the CCG Chair.  

• On 30 October 2012, the CCG Chair attended the Affinity Water Board meeting 
to brief the independent and shareholder non-executives. 

• On 21 May 2013, the CCG Chair attended the Affinity Water Board meeting to 
brief the Board on the CCG’s work and plans. 

• On 10 July 2013, the CCG Chair met Dr Phil Nolan, the new Affinity Water 
Executive Chairman. 

• On 18 September 2013, the Affinity Water Executive Chairman (Dr Phil Nolan), 
an independent non-executive (Fiona Woolf) and one shareholder non-executive 
(Kenton Bradbury) attended the morning session of the CCG meeting to discuss 
matters of concern. 

• On 23 October 2013, the CCG Chair attended the Affinity Water Board meeting, 
updated them on our progress and advised on the matters we thought should 
concern the Board. 

• On 20 November 2013, the CCG Chair presented the CCG’s draft report to the 
Affinity Water Board. 

 
1.38 Since the inaugural CCG meeting, three statutory organisations were represented on the 

CCG: CCWater, DWI and EA.  Natural England were asked to send a representative, 
but declined and asked the EA to represent them.  At our CCG meetings, these 
representatives provided updates on regulatory matters and advised the CCG members 
on regulatory issues and other matters of research and experience in respect of water 
consumer issues.  When the draft Business Plan was available for inspection, the 
statutory organisations were also asked to provide the CCG with formal assurance that 
the Plan met the statutory requirements.  Their letters of assurance are attached as 
appendices to this report, and their summary findings are incorporated earlier in this 
chapter. 
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Chapter 2 - Affinity Water’s engagement with its 
customers 
 

Overview 
 
2.1 In this chapter, we describe the customer engagement process used by Affinity Water to 

inform the development of its Business Plan.  We give our opinion on Affinity Water’s 
customer engagement programme and note a number of issues. 

 
2.2 For a detailed narrative of the Customer Challenge Group’s (CCG) interaction with 

Affinity Water during the customer engagement process, please see Chapter 3 
“Narrative.”  Chapter 3 also contains extracts from outcomes from all the customer 
engagement events. 

 
2.3 The CCG believes that throughout its customer engag ement programme Affinity 

Water has followed the guidance recommended by Ofwa t and UKWIR on 
establishing customer preferences and on Willingnes s to Pay.  We believe the 
company used best practice on designing and deliver ing the other research 
activities that contributed to the development of t he Business Plan.  The company 
used external consultants with good reputations for  expertise in this area.  The 
research and engagement programmes were peer review ed by experts.  The 
outcomes from each stage of research were robust.  Where necessary, the results 
were statistically significant.  

 
2.4 Notwithstanding our overall, positive opinion of Af finity Water’s customer 

engagement programme, there is one issue that we wi sh to highlight. 
 
2.5 It is clear that the Thames Tideway Tunnel will ha ve a major impact on the 

wastewater bills of about 80% of Affinity Water’s c ustomers.  The proposed 
increase in the wastewater bill means the total bil l increase will be unacceptable 
to most Affinity Water customers.  In this situatio n, the CCG believes it will be 
very important for Affinity Water to devise a commu nication strategy to inform 
customers of the impending increase.  The company s hould also forecast what 
the impact will be on its customers and take mitiga ting actions, preferably in 
partnership with Thames Water.  

 

Demographics of the customer base, water use and me tering 
 
2.6 Affinity Water divides its geographical territory into eight water resource zones.  Six 

zones are in one continuous Central Region, inhabited by 3,150,000 people.  The 
Southeast Region comprises a single zone in East Kent and serves 160,000 people.  
The East Region also consists of a single zone in Tendring, East Essex, with a 
population of 160,000.   Thus the Central Region has 90% of the population served. 

 
2.7 There are some differences between the population characteristics of Affinity Water’s 

customers and the UK as a whole. 
 
2.8 The percentage of Affinity Water households with a garden is 85%2 compared to 90%3 

of households across Britain (in 2009).   
  

                                                      
2 Let’s Talk Water consultation, page 33 
3 Daily Telegraph, “More than two million British homes without a garden,” 12 July 2009 
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2.9 The Affinity Water population is over and under represented in certain social types 

compared to the national demographics:4 
 

Mosaic Group  Affinity Water  National Average  
A – Alpha Territory 10% 3.54% 
F – Suburban Mindsets 20% 11.18% 
J – Claimant Culture 2% 5.16% 
L – Elderly Needs 3% 5.96% 
M – Industrial Heritage 4% 7.4% 

 
2.10 These percentages generally reflect the demographics of the Central Region (Water 

Resource Zones 1 to 6). The demographics of the Southeast Region (Water Resource 
Zone 7) and the East Region (Water Resource Zone 8) are quite different: both have far 
fewer A – Alpha Territory postcodes (1% respectively) and have many more households 
in categories C –Rural Solitude and D –Small Town Diversity.  In addition, the East 
Region also has many more in category E-Active Retirement (17%).5  

 
2.11 The water consumption rate varies significantly across the geographical areas: 
 

Geographical area  Consumption per person per day (litres 
per day) 

Central Region 151 
Southeast Region 131 
East Region 112 
All regions 149 

 
2.12 Although it is classified as water stressed, the East Region has an overall water surplus, 

and this condition is expected to remain stable for the next 25 years. 
 
2.13 The Central Region (overall) and Southeast Region are water stressed.  Over the next 

25 years, these areas are forecast to have a growing water deficit. 
 
2.14 The percentage of domestic customers with meters varies by region. 
     

Geographical area  Percentage of households with meters  
Central Region 42% 
Southeast Region 93% 
East Region 74% 

 
2.15 Businesses represent 5% of Affinity Water’s customers, of which the majority are 

classified as small and medium sized enterprises (SME).6  It is interesting to note that 
amongst the larger business customers are three major airports, one of which provided 
a representative for the CCG.  

 

Scope 
 
2.16 The Customer Challenge Group first met in September 2012.  Affinity Water had already 

started some aspects of its customer engagement programme.  Accordingly, the CCG 
did not have an opportunity to influence the initial parts of the programme.    

 
2.17 When we first met, the Customer Challenge Group ask ed that Affinity Water 

ensure that its engagement process treated each of two small populations in the 
Southeast and East Regions the same way as they did  the Central Region.  

                                                      
4 Panel survey findings, pages 103 to 111 
5 Panel survey findings, pages 103 to 111 
6 Bill acceptability: phase 1, page 15 
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2.18 In response, Affinity Water changed its engagement strategy to ensure that the two 

smaller regions were engaged on the same basis as the Central Region.   
 
2.19 In the CCG’s opinion, this was important because th e research did find some 

differences in customers’ views between the regions . 
 
2.20 Affinity Water advised that during the course of research over two years, over 12,000 

customers provided their views.  The company commissioned 19 pieces of research, 18 
of which were specifically focused on household customers.  The research was both 
qualitative and quantitative. 

 
2.21 The qualitative research included the following activities in a range of locations across all 

of the company’s water resource zones:  
 

• 30 focus groups 
• 10 specific interest forums 
• 6 deliberative forums 
• 4 large scale surveys using face-to-face interviews and telephone surveys  
• “Let’s Talk Water” campaign which received responses from 4,134 people. 

 
2.22 The quantitative research included 11 studies that generated statistically significant 

outcomes.  These studies are described later in this chapter.   
 

Methodology 
 
2.23 Affinity Water divided its engagement strategy into three phases: 
 

Phase one: listening and learning 
Phase two: testing and valuing 
Phase three: revisiting and assuring. 
 

2.24 Phase one lasted through March 2013.  Its focus was on qualitative research to identify 
customers’ issues, opinions, expectations and priorities.  To initiate the process, Affinity 
Water derived four customer expectations from its existing customer contact information.  
After further refinement, Affinity Water settled on the following four expectations: 

 
• Making sure our customers have enough water, whilst leaving more water in the 

environment 
• Supplying high quality water that you can trust 
• Minimising disruption to you and your community  
• Providing a value for money service. 

 
2.25 Focus groups, workshops and a consultation document were the vehicles for getting 

customers’ responses.  The intention was to use the qualitative outcomes from phase 
one to inform the development of the quantitative surveys that would take place in 
phases two and three.   

 
2.26 Affinity Water also used the outcomes from phase one to identify the areas where they 

needed to do further research.   
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2.27 Phase two developed and refined the surveys that would enable the company to 
generate statistically significant results of customers’ views on water resources, 
willingness to pay and bill affordability. Experian’s Mosaic classification of UK 
consumers was used to generate a demographic profile for Affinity Water’s customer 
base. Through an iterative process, the surveys were then targeted to achieve a 
representative sampling across all groups.  Three surveys focused on water resources, 
one on leakage and one of the inclusion of environmental measures within Affinity 
Water’s four proposed outcomes. 

 
2.28 Phase three activity was to revisit research or to fill gaps in the company’s knowledge 

identified as a result of earlier work.  This work included deliberative workshops on 
metering, focus groups on vulnerable customers and the Phase 2 Bill Acceptability 
study.  

 
2.29 Independent companies specialising in this work conducted all the surveys.  
 
2.30 In the opinion of the CCG, all the research showed consistency of customers’ 

views, whether the source was focus groups, deliber ative forums, initial surveys 
or the statistically significant main surveys.  Par ticipants in environmental forums 
tended to value sustainability investments more tha n the average customer, as 
did the self-selecting customers in the “Let’s Talk  Water” consultation. 7   

 

Statistically significant surveys 
 
2.31 In addition to the qualitative research in focus groups and deliberative forums, external 

consultants conducted eleven surveys to get statistically significant data on customers’ 
views:   

 
Type Size Date 
Panel 
Survey 1: general questions 

448 household 
customers 

December 
2012 – 
January 2013 

Panel Survey 2: dWRMP 501 household 
customers 

February 2013 

Panel Survey 3: environmental 
measures 

443 household 
customers 

May 2013 

Panel Survey 4: 
Leakage 

519 household 
customers 

July 2013 

Panel Survey 5: Resilience 509 household 
customers 

August 2013 

Panel Survey 6: Social Tariffs 514 household 
customers 

September 2013 

On-line panel on Let’s  Talk Water 507 household 
customers 

July 2013 

Stated Preference Study: Main WTP 
Study  

1,209 household 
customers and 508 
business customers 

May – August 
2013 

Stated Preference Study: Water 
Resources WTP Study 

719 household 
customers 

July – August 
2013 

Bill Acceptability, phase 1: Test of 
multiple plans 

909 household 
customers and 302 
business customers 

June – August 
2013 

Bill Acceptability, phase 2: Test of a 
£1.80 price increase 

813 household 
customers and 418 
business customers 

October – 
November 2013 

 

                                                      
7 Lets Talk Water consultation, page 32 
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2.32 Affinity Water used the results of all its research in different ways.  The statistically 
significant surveys directly influenced the development of its Business Plan.  The 
forums, deliberative events and consultations provided insight and information that 
helped the company to understand its customers’ expectations.   Ofwat might find it 
useful to refer to Affinity Water’s peer reviewed analysis as presented in “Review of 
Affinity Water’s PR14 Customer and Stakeholder Engagement Research and Evidence” 
by OPM. 

 
2.33 In forming our opinions on the company’s interpret ation of the results from its 

customer engagement programme, the CCG took into co nsideration both the 
qualitative and quantitative research commissioned by Affinity Water.  Although 
the outcomes were fairly consistent across all the research, we gave greater 
weight to the statistically significant quantitativ e outcomes.  All of the statistics 
that we use in this chapter are from the quantitati ve research.  For more 
information on the qualitative research, please see  Chapter 3 – Narrative.  

 

Customers’ views on the four expectations 
 

Making sure our customers have enough water, whilst leaving more water in the environment 
 
2.34 In the Panel Survey 2 on the dWRMP, 49% of the respondents said they had a meter, 

while 47% did not and 4% did not know whether they had a meter.8 
 
2.35 When asked whether they thought that a water meter was the fairest way to charge for 

supplying water, excluding “don’t know” answers, 28% of the unmetered customers said 
“no.”9  

 
2.36 The CCG noted that Affinity Water did not test for the reasons why some 

unmetered customers believed meters were not the fa irest way to charge. 
However,  in the CCG’s opinion, this response suggests that t he proposed 
universal metering programme is likely to be unpopu lar with a number of 
unmetered customers.  We are also concerned that it  may have a serious financial 
impact on some unmetered households that consume a large amount of water.   
We recommend that Affinity Water take this in to ac count when planning its 
metering programme, associated communication strate gy and transitional 
arrangements. We recommend the company ensure mitig ating actions are in 
place to address potential affordability issues and  to help customers generally 
through the transition to metered charging. 

 
2.37 Customers were asked if Affinity Water should take less water from the environment in 

order to sustain or improve flows in streams and rivers, and 49% responded “yes,” 37% 
said “no” and 13% did not know.10   

 
2.38 Panellists were also asked whether they were prepared to have an increase in their 

water bill to avoid harm to the environment.  A large majority (59%) said “no,” while only 
23% said “yes.”11   

                                                      
8 Panel survey findings, page 20 
9 Panel survey findings, page 22 
10 Panel survey findings, page 35 
11 Panel survey findings, page 38 
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2.39 In the CCG’s opinion, these results imply that in order to secure customers’ 

support for the proposed universal metering program me, Affinity Water needs to 
develop an effective communication programme to inf orm customers of the 
challenges it faces in balancing supply and demand.   It needs to explain the link 
between abstraction reductions and demand reduction s as well as the role 
metering will play.  It is also important to articu late the company’s approach to 
and performance in relation to leakage, as this was  an issue often raised by 
customers.  

 
2.40 Customers were asked how they thought Affinity Water should manage its 

environmental impacts, and 80% of the respondents thought the company should 
manage this as part of its day-to-day activity.12  

 
2.41 In the CCG’s opinion, this customer view supports A ffinity Water’s decision 

(which the CCG robustly challenged on more than one  occasion) that there should 
not be a separate expectation for the environment.  After much internal 
deliberation, AW decided that the environmental exp ectations should be included 
within the four main expectations, and they changed  the wording of the 
expectation “Making Sure our customers have enough water” to “Making sure our 
customers have enough water, whilst leaving more wa ter in the environment.”  
The CCG accepted this provided that there would be measures of success that 
adequately reflect the impact of water abstraction on the environment.  

 
2.42 Panellists were provided with a statement that summarised Affinity Water’s approach to 

managing leakage.  When asked whether they thought the company managed leakage 
appropriately, 78% said “yes” and 9% said “no.”13  

 
2.43 When asked what concerned them most about leakage, 82% said they did not like to 

see water wasted, and 68% were concerned about how it would affect their bill.14  
 
2.44 Customers were told that on average Affinity Water repaired leaks around five days after 

they were reported, and more quickly if it was a large leak or affecting customers’ 
supplies.  When asked for their views, 50% of panellists thought the company should fix 
the leaks more quickly, while 45% thought that performance was about right.15 

 
2.45 When asked whether the company should spend more money to reduce leakage further, 

beyond the economic level of leakage, 41% of respondents said “yes,” 32% said “no” 
and 27% did not know.16  

 
2.46 Further, 76% of customers thought Affinity Water should respond to leaks faster in a 

drought.17  
 
2.47 Panellists were told that Affinity Water loses about 20% of the water through leakage, 

and the company was planning to reduce this to 17% by 2020.  Most of its customers 
would have a meter by 2022, as this was the most cost effective way of ensuring the 
company could meet the demand for water in the future.  Panellists were asked whether 
these targets got the right balance between metering and leakage: 54% said “yes,” 28% 
said “no,” and 18% said “don’t know.”18  

 

                                                      
12 Panel survey findings, page 42 
13 Panel survey findings, page 54 
14 Panel survey findings, page 56 
15 Panel survey findings, page 58 
16 Panel survey findings, page 59 
17 Panel survey findings, page 60 
18 Panel survey findings, page 63 
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2.48 In the CCG’s opinion, these results give some suppo rt for Affinity Water’s 
proposed target for leakage reductions in combinati on with the introduction of 
metering to manage demand.   

 
2.49 Most respondents (74%) said they would support Affinity Water talking responsibility for 

their supply pipes in exchange for an increase in their bill of between £4 and £6 per 
year.19  

 
2.50 When asked whether the company should reduce abstraction to avoid rivers drying up, 

72% of panellists said “yes,” while 13% said “no.”  Further, 87% of customers were 
willing to pay at least £4.60 over five years to help make this adjustment.  When asked 
whether the company should reduce abstraction to avoid rivers drying up, 72% of 
panellists said “yes” while 13% said “no.”20  

 
Supplying high quality water that you can trust 

 
2.51 When asked whether their water was safe, 82% of customers agreed or strongly agreed.  

Only 3% disagreed or strongly disagreed.  Similarly, 81% of customers agreed or 
strongly agreed that their water was clean, while 3% of customers disagreed or strongly 
disagreed.21 

 
2.52 During the first study on Bill Acceptability, 74% of customers said they were satisfied 

with the taste, smell and appearance of the tap water, but 21% thought it needed 
improvement. The biggest source of dissatisfaction was the hardness of the tap water, 
where 62% of customers thought it needed improvement.22 

 
2.53 A large majority of customers thought it was very important (86%) or fairly important 

(7%) that Affinity Water supplied high quality water that can be trusted.23 
 
2.54 About 80% of customers supported the company’s proposed plans to improve water 

quality, but only 39% of customers were willing to pay more to achieve it.24 
 
Minimising disruption to you and your community  

 
2.55 Customers were asked whether Affinity Water had disrupted their day-to-day activities.  

Of those asked, 78% responded “no.”  The highest causes of disruption were planned 
work, work not notified and change of meter.   Of those who responded, 66% said the 
problem was put right quickly, with a minimum of personal disruption.  However, 28% of 
respondents said the problem lasted more than a couple of days, although disruption 
was minimal.  For 7% of the respondents, the problem caused considerable personal 
disruption.25 
 

2.56 Customers were asked whether Affinity Water should do more to reduce leakage further, 
beyond the economic level, if this would mean delaying or avoiding a hose pipe ban.  A 
total of 37% of respondents said the company should do more on leakage when it would 
delay or avoid a hosepipe ban, but do less work when water is less scarce so the overall 
cost is the same.  Another 30% of customers thought the company should carry on at 
the same rate and not spend more.  However, 25% of customers thought the company 
should do more about leakage in order to delay or avoid a hosepipe ban, even if it costs 
more.26 

 

                                                      
19 Panel survey findings, page 67 
20 Panel survey findings, page 78 - 79 
21 Panel survey findings, figure 2.13, page 9 
22 PR14 Acceptability Phase 1: Main Study, page 20 
23 PR14 Acceptability Phase 1: Main Study, page 21 
24 PR14 Acceptability Phase 1: Main Study, figure 3.19, page 26 
25 Panel survey findings, figure 2.14, page 10 
26 Panel survey findings, figure 5.10, page 61 
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2.57 The survey asked whether Affinity Water should proceed with investment to improve 
resilience to severe drought.   Of the respondents, 55% agreed, given the cost would be 
about £2.00 after five years.   Another 23% agreed, but only if they did not have to pay 
any more.  A small number of customers (9%) said “yes” and were prepared to pay any 
price.  Only 13% of customers said “no”, because they were prepared to accept the 
current risk of water shortages in order to keep bills down.27 

 
2.58 A large majority of customers (72%) were willing to accept the inconvenience of having a 

hosepipe ban once every ten years, on average.  Only 12% of customers said that they 
preferred to be inconvenienced less frequently.28 

 
2.59 Most customers (89%) thought it was important that Affinity Water minimised disruption 

to properties and communities. However, only 36% of customers were willing to pay 
more to support the company’s plans to prevent short term supply interruptions, and only 
38% would pay to more to prevent long term supply interruptions.29 

 
Providing a value for money service 
 
2.60 When customers were asked what did they value about their water company, 66% said 

they provide an essential service and 38% said they provided an “invisible” service.30 
 
2.61 When asked about which activities were important, 77% of customers thought it was 

very important to provide a value for money service, and another 16% thought this was 
fairly important.31 

 
2.62 Only about 4% to 6% of customers would choose a deterioration in service in exchange 

for a reduced bill.32 
 
2.63 As part of the first bill acceptability study, customers were presented with Affinity Waters 

plans to improve its efficiency, which would put downward pressure on the average 
customer’s bill by £5.50 by 2020.  Around 69% of customers agreed with the proposed 
change and considered that the impact on bills was acceptable.33 

 
2.64 The first bill acceptability study tested customers views on three options, which 

supported slow, medium and fast paced investments.  For each of the options, few 
respondents thought they were poor value for money.  For household customers, about 
60% of customers thought the slow and medium plans represented good value for 
money.34 

 

Social Tariffs 
 
2.65 Affinity Water planned to introduce a social tariff in the last year of the current price 

review period, in part to support low-income and vulnerable customers, in part to support 
the anticipated rollout of universal metering in the next two price review periods.  Thus 
social tariffs are not actually part of the PR14 process.  However, because the 
introduction of social tariffs will impact customers’ bills in PR14, we include here two 
pertinent outcomes from the statistically significant study. 

 

                                                      
27 Panel survey findings, figure 6.10, page 84 
28 Panel survey findings, figure 6.12, page 86 
29 PR14 Acceptability Phase 1: Main Study, pages 21, 27 
30 Panel survey findings, figure 2.28, page 16 
31 PR14 Acceptability Phase 1: Main Study, page 21 
32 PR14 Acceptability Phase 1: Main Study, page 23 
33 PR14 Acceptability Phase 1: Main Study, page 27 
34 PR14 Acceptability Phase 1: Main Study, page 42 
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2.66 Customers were asked whether Affinity Water should provide additional support to 
customers who have financial difficulty paying for their water.   A majority of respondents 
(62%) either strongly supported or somewhat supported this idea.35  

 
2.67 Panellists were asked whether they would support the introduction of a social tariff if it 

increased their bill.  58% of respondents would either support this or not mind if the bill 
increase was an extra £2.00 - £2.50 per year.  This percentage rose to 63% if the 
increase was £1.50 - £2.00 per year and to 68% at £1.00 - £1.50 per year.36  

 

Willingness to Pay 
 
2.68  For the Willingness to Pay survey, stage 1, the consultants used an on-line tool to 

interview 402 customers as well as computer aided personal interviews to speak to 807 
customers.  For business customers, the consultants used computer aided telephone 
interviews to recruit 508 customers who then completed an online survey.  As the 
number of business customers surveyed resulted in their being over-represented relative 
to household customers, the results were weighted to ensure the combined views were 
truly representative across the entire customer base.  

 
2.69 Prior to undertaking the choice experiment, customers were asked a range of questions 

about aspects of their water service.  During this discussion, the hardness of the tap 
water was the only measure where a majority of customers believed the service needed 
to be improved.  Both household and business customers gave a similar level of priority 
to reducing hardness.  This was reflected in the willingness to pay values, where both 
household and business customers gave this the highest value from the choice 
experiment for any improvement in service: £1.77 for households and £2.03 for 
businesses.  However, these values were not statistically significant at the 95% 
confidence level, as there was a very large range of responses.37  

 
2.70 The household customer demographics were compared to the 2011 census data to 

ensure the surveys were representative against age, gender, employment, education 
and income. 

 
2.71 Customers were asked about ten service measures and participated in stated 

preference research called a choice experiment.  The choice experiment is designed to 
elicit the value customers’ place on different aspects of the water service they receive.  
Customers were then asked about the following ten service measures: 

 
• Discoloration 
• Taste and smell 
• Hardness 
• Boil water and other notices 
• Persistent low pressure 
• Unexpected interruptions (of 6 to 12 hours) 
• Burst mains flooding to properties 
• Water use restrictions (hosepipe and non-essential use) 
• Low water levels and flow in rivers 
• Leakage. 

 
2.72 For customers, the second highest priority was reducing the level of leakage.38   

                                                      
35 Panel survey findings, page 92 
36 Panel survey findings, page 95 - 98 
37 Headline Results: “Willingness to Pay” and “Acceptability” Studies, pages 7, 10 
38 Headline Results: “Willingness to Pay” and “Acceptability” Studies, page 7 
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2.73 This survey clearly showed that customers do not want to have their bills reduced by 

even a small amount if service would be affected.   Only 2% of business customers and 
2% to 4% of household customers would take a worse service in exchange for lower 
bills.39   

 
2.74 In the CCG’s opinion, these results show that Affin ity Water’s customers are 

broadly content with the quality of the water and t he level of the service they 
receive today.  The exception is that a majority of  customers would like hardness 
reduced, but customers’ willingness to pay for this  varies considerably.  

 
2.75 The CCG also noted that Affinity Water has a histor ic agreement for its customers 

in Saffron Walden to provide softened water for an extra charge of 10% on the 
customers’ bills.    

 

Bill Acceptability 
 
2.76 Affinity Water commissioned two studies on bill acceptability.  The first study was in May 

– August 2013, while the second was in October – November 2013.  The first study 
examined the bill acceptability of three investment options.  The second study tested the 
bill acceptability of a £1.80 real increase in the average bill; this figure was based on 
Affinity Water’s draft Business Plan as at 8 October 2013.   

 
Bill Acceptability, phase 1: Test of multiple plans 
 
2.77 Affinity Water developed three possible investment plans and associated bills to test bill 

acceptability: 
 

• minimise investment and reduce bills 
• modest increase in investment and bills (the strategy preferred by Affinity Water)  
• accelerate investment to tackle more quickly the water resources challenges.   

 
2.78 The bill impacts were as follows: 
 

Expectation  Slower pace of  
investment 

Proposed Plan  Faster pace of  
investment 

Enough water £0.45 £4.60 £6.40 
Quality, Trust £2.00 £2.00 £2.00 
Minimising 
disruption 

£0.55 £2.60 £10.80 

Value for money -£5.50 -£5.50 -£5.50 
Estimated 
change to 
average bill by 
2020 

-£2.50 +£3.70 +£13.70 

 
2.79 Each of the three plans was tested in separate surveys of 300 household customers and 

100 businesses.  The household customers were interviewed face to face, while the 
businesses were interviewed online.  To ensure the household customers were 
representative of Affinity Water’s customer base, respondents were chosen for socio-
economic group, age and gender as well as metered and unmetered.40  

 

                                                      
39 Headline Results: “Willingness to Pay” and “Acceptability” Studies, page 8 
40 PR14 Acceptability Phase 1: Main Study (September 2013), pages 10 – 13, 21  
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2.80 Sampling 100 businesses for 300 household customers results in over representation of 
businesses, as only 5% of Affinity Water’s customers are businesses.  So in each survey 
the responses were weighted to correct the imbalance. 

 
2.81 In each survey, the proportion of customers who viewed the plans as acceptable or very 

acceptable was as follows: 
 

• 91.2% of customers considering the plan with the slower pace of investment 
• 90.7% of customers viewing Affinity Water’s proposed plan 
• 77% of customers considering the plan with faster investment. 

 
It should be noted that the slower plan had more “very acceptable” responses than the 
proposed plan, at 27% versus 21%.  ICS concluded that within the margins of error 
around the results, it is not possible to conclude whether the slower pace plan or the 
proposed plan is more acceptable to customers.41   

 
2.82  In general, businesses were more in favour of the slower plan than households.  For 

households, acceptability does not appear to be associated with socio-economic group, 
gender or age.42   

 
2.83 The CCG also noted that this study generated a weig hted average across 

households and business, when measured by the numbe r of accounts.  However, 
we had some concern that this approach lost small b usiness’ preference to keep 
bill increases as low as possible.  Given Affinity Water’s commitment to the 
overall welfare of its communities, we asked the co mpany to be sensitive to the 
needs of its small business customers.  

 
2.84 The CCG challenged Affinity Water on the practice o f surveying customers using 

real values and not showing the nominal increases i n bill levels when inflation is 
added in, a good practice adopted elsewhere.  The c ompany responded with a 
paper justifying this approach as appropriate, citi ng academic research.  

 
Bill Acceptability, phase 2: Test of a £1.80 price increase 
 
2.85 A second bill acceptability study was undertaken to determine customers’ views on an 

increase of £1.80 on the average bill by 2020.  This would increase the bill from a 
forecast £165.00 in 2015 to £166.80 in 2020, a real increase of 1.09%.  The £1.80 
increase was based on the draft Business Plan as of 8 October 2013.  Affinity Water 
was unable to wait until its Board had made a final decision on the increase, because at 
that point there would not be enough time to conduct the study and meet Ofwat’s 
deadline for submitting the business plan. 

 
2.86 The outcome of the phase 2 study was that 87% of household and business customers 

found the £1.80 price increase either acceptable or very acceptable.43 
 
2.87 The CCG welcomed the company’s continuing efforts t o minimise increases in 

customers’ bills.  We challenged the company to pro vide evidence that the 
customers agreed with the proposed reward for reduc ing leakage.  The company 
referred us to the stated preference research showi ng both households and 
businesses placed a high value on reducing leakage,  and an even higher value on 
avoiding increases in leakage.  We are not entirely  convinced that this evidences 
that customers believe the company should be reward ed for reducing leakage, in 
part because customers were generally against payin g the company more for 
doing the job they believe water companies are supp osed to do.   

 

                                                      
41 PR14 Acceptability Phase 1: Main Study (September 2013), pages 10 – 13, 21, 31 
42 Headline Results: “Willingness to Pay” and “Acceptability” Studies, pages 16, 20 
43 Acceptability Study Phase 2, Main Study Results, slide 18 
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Total Bill Acceptability and the Thames Tideway Tun nel 
 
2.88  Customers’ views on bill acceptability declined dramatically if customers were asked to 

pay £75 more, which is roughly the projected increase proposed by Thames Water to 
pay for the Thames Tideway Tunnel at the time the research was undertaken. 

 
2.89 About 80% of Affinity Water’s customers get their sewerage services from Thames 

Water.  Affinity Water bills these customers for combined water and sewerage bills. To 
pay for the Thames Tideway Tunnel, Thames Water is proposing to increase waste bills 
substantially by the early 2020s.  

 
2.90 Affinity Water surveyed its customers on the impact on total bill acceptability of different 

incremental increases.  Adding £75 to either the low cost plan or to the proposed plan 
reduced bill acceptability from 91% to 42%.44  

 
2.91 In the CCG’s opinion, given the increases in sewera ge bills that Thames Water is 

proposing, it would appear to be impossible for Aff inity Water to have high total 
bill acceptability from those customers whose sewer age services are provided by 
Thames Water.  We suggested that the company needed  to devise a 
communication programme, preferably in partnership with Thames Water, to 
inform customers about the impact the Thames Tidewa y Tunnel will have on their 
bills.  In addition, Affinity Water needs to consid er how to mitigate the likely 
impacts of increased bill levels, including greater  customer contact and 
complaints, increased failure to pay bills, consequ ential growth in customer debt 
and, potentially, greater demand for social tariffs . 

 
2.92 We also called on the company to demonstrate that i t had considered the effect 

that the roll out of metering will have on customer s’ bills, as the redistribution of 
costs may have a significant rebalancing effect acr oss the customer base, 
potentially impacting the company’s tariffs and rev enue. 

 
  

                                                      
44 Phase 1: Main Survey (September 2012), page 40 
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Chapter 3 – Narrative 
 

Overview 
 
3.1  This is the narrative chapter in the report to Ofwat written by the Customer Challenge 

Group (CCG).  This chapter describes, from the CCG’s perspective, Affinity Water’s 
journey towards the preparation of its business plan.  It describes the CCG’s interaction 
with Affinity Water and evidences our challenges throughout the process.  The journey 
consists of three main stages with multiple elements: 

   
• Phase 1: Listening and learning 

� “Investing for your Community”  
• consultation on the draft Strategic Direction Statement and  
• pre-consultation on the draft Water Resources Management 

Plan 
• Phase 2: Testing and Valuing 

� Draft Water Resources Management Plan consultation 
� Draft Business Plan consultation 
� Quantitative Research 

• Willingness to Pay, phases 1 and 2 
• Bill Acceptability testing – phase 1 
• Online panels on 

o Draft Water Resources Management Plan 
o Environmental measures 
o Let’s Talk Water 
o Leakage 
o Resilience 
o Social Tariffs  

• Qualitative Research 
o Let’s Talk Water 
o Deliberative forums testing the Business Plan 

• Phase 3: Revisiting and Assuring 
o Quantitative research 

� Bill Acceptability testing – phase 2 
o Qualitative research 

� Vulnerable customers 
� Metering 
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3.2 During the course of the iterative engagement process, a large amount of research was 

undertaken, sometimes in parallel.  Each generated a report, which we reviewed as it was 
made available.  For convenience, the reports are listed here.  For each report 
commented on in this chapter, a cross-reference to the first relevant paragraph number is 
provided. 

 
Date Activi ty  Paragraph no.  
September 2012 First stage focus groups 3.5 
November – 
December 2012 

Second stage focus groups 3.33 

December 2012 Panel Survey 1: general questions  3.150 
February 2013 Panel Survey 2: dWRMP 3.156 
May 2013 Panel Survey 3: environmental measures  3.163 
May – September 
2013 

Let’s Talk Water consultation 3.88 

July 2013 Panel Survey on Let’s Talk Water 3.186 
May – August 2013 Stated Preference Study: Main WTP 

Study 
3.113 

July – August 2013 Stated Preference Study: Water 
Resources WTP Study 

3.117 

June – August 2013 Bill Acceptability, phase 1 3.124 
July 2013 Business Plan deliberative forums 3.131 
July 2013 Panel Survey 4: Leakage 3.168 
August 2013 Panel  Survey 5: Resilience 3.176 
 Panel Survey 6: Social Tariffs 3.183 
October 2013 Deliberative workshops metering 3.202 
October 2013  Bill acceptability, phase 2 3.190 
October 2013 Focus groups vulnerable customers 3.207 

 

Phase 1: Listening and Learning 
 

Consultation on Strategic Direction Statement and pre 
consultationon the draft Water Resources Management Plan 
(dWRMP) 
 
3.3 Affinity Water decided the best way to start its customer engagement process was to 

use a pre-consultation stage to qualitatively assess its customers’ views.  Ofwat did not 
require any pre-consultation activity. 

 
3.4  The pre-consultation stage was intended to build on the knowledge of its customers that 

Affinity Water already possessed through its regular contact with its customers.  The 
pre-consultation comprised a number of inter-related activities, including the following: 

 
• First stage focus groups to gather customers’ views on Affinity Water and on the 

services it provides 
• The preparation and distribution of a consultation document “Investing for your 

community,” and inviting written responses 
• Second stage focus groups to explore customers’ views on themes raised in 

“Investing for your community” 
• Environmental Workshops. 
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First stage focus groups 
 
3.5 An independent company named 2Europe facilitated the first stage focus groups.  The 

objective was to gain further insight into customers’ opinions about Affinity Water and its 
services. 

 
3.6 At the first meeting of the CCG, held on 5 September 2012, Affinity Water described its 

plans for the first stage focus groups.  The CCG noted that Affinity Water planned to 
hold two focus group meetings in its East Region, which is in the Tendring District, and 
the rest in its Central Region.  However, the company did not plan to hold any focus 
group meetings in its Southeast Region, which is in East Kent. 

 
3.7 The CCG asked Affinity Water to amend its plans acc ordingly so at least one 

focus group meeting was held in each of the three r egions, including the 
Southeast region.  We believed it was important to ensure that all three regions 
were covered at each stage of the customer engageme nt process. 

 
3.8 In response, Affinity Water modified its plans so two focus groups met in Clacton-on-

Sea, Essex and two met in Folkestone, Kent.  The rest were held in the Central Region.  
The company also changed its customer engagement strategy to ensure that all three 
regions were consulted at every stage of the engagement program. 

 
3.9 2Europe organised the ten focus groups so that two were held each day in one of five 

locations.  Each focus group was attended by between five and ten domestic customers, 
with a total of 77 participants.   All the focus groups usually comprised customers from 
one socio-economic group.  With the exception of the two focus groups held in Clacton-
on-Sea, Essex, each focus group was comprised exclusively of metered or unmetered 
customers.  The focus groups lasted about ninety minutes. Each attendee was given a 
thank you payment of £40. 

 
3.10 By their nature, the outcomes from the focus groups were not statistically significant.  

However, 2Europe identified views shared by a majority of all customers and by the 
majority of customers in lower socio-economic groups.  Accordingly, judicious weight 
should be given to the outcomes.  These views are briefly summarised next. 

 
3.11 From all customers’ perspective, Affinity Water’s two most important responsibilities 

were as follows: 
 

• Provision of clean water (safe, fresh, “nice tasting,” not contaminated) 
• Regular and consistent supply of water (365 days a year). 

 
In addition, customers with low income socio-economic demographics thought Affinity 
Water also had a third responsibility, which was to keep the cost of water low, especially 
for customers like themselves. 

 
3.12 All customers generally did not have issues with Affinity Water or with the services it 

supplies, with three exceptions.  First, a majority of all customers disliked 
communications from Affinity Water urging customers to insure their water supply pipes; 
customers regarded this as scaremongering.  Second, a majority of customers noted 
that Affinity Water is a monopoly supplier, and they did not like how they would just have 
to accept any changes to their bills or services.  Third, many unmetered customers had 
problems understanding why their bills were different to other unmetered customers. 

 
3.13 A majority of customers believed Affinity Water needed to provide more communication 

to customers on work being carried out by Affinity Water. 
 
3.14 A majority of customers believed their water should be softer than it was currently. 
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3.15 When asked about value for money, most customers (particularly affluent customers) felt 

value for money was irrelevant, as they had no choice over who supplied their water.  
Some offered the opinion that water suppliers were looking to make profits rather than 
focusing on value. 

 
3.16  A majority of customers wanted Affinity Water to provide additional information on their 

bills, namely: 
 

• If the customer was unmetered, would they be better off with a meter? 
• A breakdown of what their bill payments were spent on 
• Details of what work was being carried out in their area that would affect them. 

 
3.17 Affinity Water imposed a Temporary Use Ban in some areas in 2012 as a result of 

drought conditions.  For the majority of customers, the main issue was not the ban itself.  
The issue was the lack of communication about the ban, especially the lack of any 
official communication advising them the ban had ended. 

 
3.18 A majority of customers were annoyed by the perception that their bills kept being 

increased, and that Affinity Water retained overpayments rather than refunding them. 
 
3.19 The CCG noted that the perception was not correct i n the Central Region, where 

the real cost of the water bills has declined each year during the current price 
review period.  Further, Affinity Water advised us that they did return any 
overpayments to the customers.  

 
3.20 A majority of customers had not noticed any change in service over the previous twelve 

months. 
 
 

“Investing for your community” 
 
3.21 Using outputs from the first stage focus groups, Affinity Water drafted a 27-page 

consultation document entitled “Investing for your community.” This was distributed to 
about 1,000 stakeholders, and made available on the company’s web site. Written 
responses were received from 190 people.  In addition, there were nine facilitated focus 
group sessions for customers and an environmental workshop. (A second environmental 
workshop was added later in this stage.) Through this process, Affinity Water hoped to 
have an open, broad engagement with its customers, in order to identify what issues its 
customers considered to be important.  

 
3.22 Due to the workload associated with the sale of Veolia Water’s regulated business, 

Affinity Water’s management had been unable to focus on the pre-consultation process 
as early as would have been desirable.  As a consequence, “Investing for your 
community” was drafted quickly.   A draft copy was emailed to the CCG Chair, who 
provided his comments during a meeting; Affinity Water incorporated his suggestions.  
The CCG representatives from the Consumer Council for Water (CCWater), the Drinking 
Water Inspectorate (DWI) and the Environment Agency (EA) were not invited to provide 
comments on the draft document. 

 
3.23 As “Investing for your community” was drafted between the first and second meetings of 

the CCG, we did not contribute as a group to its preparation.  At our second meeting on 
21 November 2012, we reviewed the published version.   
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3.24  We concluded that it might have been more concise a nd easier for customers to 

understand had more time been available for its pre paration and if the CCG 
members had had the opportunity to comment on the d raft version.  We therefore 
recommended that in the future Affinity Water shoul d consult all the CCG 
members when documents were still in draft.   

 
3.25 In practice, there were always tight deadlines whi ch prevented CCG members 

from providing comments as often as we would have l iked.  
 
3.26 “Investing for your community” comprised an introduction and two sections.  The 

sections were entitled “Your expectations” and “A pre-consultation on our Water 
Resources Management Plan and Strategic Environmental Assessment.” 

 
3.27 Section one, “Your expectations,” was intended to use customer engagement to inform 

the development of a detailed 25-year Strategic Direction Statement.  This section was 
16 pages long.   

 
3.28 To initiate the consultations, Affinity Water derived four customer expectations from its 

knowledge from existing customer contacts, for example, from complaints.  Affinity 
Water proposed the following four expectations: 

 
• Making sure our customers have enough water 
• Supplying high quality water you can trust 
• Minimising disruption in your community  
• Providing a value for money service. 

 
3.29 Affinity Water asked whether it was meeting its customers’ expectations in providing 

enough water of sufficiently high quality, while minimizing disruption and providing value 
for money.  It asked whether customers’ expectations were changing and highlighted 
that climate variability and population growth needed to be considered in the preparation 
of the company’s plans.  It then briefly described what Affinity Water considered to be 
the key issues: 

 
• Affordability and social tariffs 
• Local environmental impact of abstraction 
• Metering 
• Water efficiency and 
• New laws and regulations. 

 
 It asked for customers’ views on these issues. 
 
3.30 Section two, “A pre-consultation on our Water Resources Management Plan and 

Strategic Environmental Assessment,” was intended to use customer engagement to 
inform the preparation of these two reports.  The Water Resources Management Plan 
was subject to a specific set of consultation requirements, as specified in the Water 
Resource Management Plan Regulations and in the Water Resource Planning 
Guidelines.  Affinity Water planned to use customers’ responses to this section of 
“Investing for your community” to inform the creation of its draft Water Resources 
Management Plan. 

 
3.31 Section two was seven pages long.  In tables, it briefly outlined how Affinity Water 

proposed to respond to the challenges of demand growth, climate change, leakage, 
water efficiency, metering, pollution and sustainability reductions.  It provided a one-
page overview of the implications in providing water reliably during droughts.  It asked 
for its customers’ views on trade-offs for abstractions, reduction of water consumption, 
leakage, meters and water restrictions.  Finally, this section included two pages on the 
options Affinity Water planned to use in modelling its Strategic Environmental 
Assessment, and asked for customers’ views on four questions.  

  



 32

 
Meeting with the Affinity Water Board on 30 October 2012 
 
3.32 On 30 October 2012, the CCG Chair attended the Affinity Water Board meeting to brief 

the non-executive directors on the work of the CCG.  Following the briefing, the CCG 
Chair asked the Board members to nominate a non-executive as his Board contact to 
replace the senior independent non-executive who had resigned.  The Board suggested 
the CCG Chair contact all the Board members in the event that he had any concerns; 
however, the CCG Chair preferred a single point of contact, as that seemed more 
practical.  Accordingly the Board nominated the Chair of the Audit Committee as the 
designated contact.  (At that time, the structure of the Affinity Water Board was novel in 
so far as it had no permanent Chair.  The Chair of the Audit Committee was a non-
executive appointed by one of the owners.)  The CCG Chair proposed that he update 
the Board on the CCG’s work at regular intervals.  The Board suggested the CCG Chair 
update each monthly Board meeting.  The CCG Chair suggested that six-monthly 
briefings would be more appropriate as each briefing would be more substantive.  The 
Board accepted the CCG Chair’s proposal for six-monthly briefings. 

 
Second Stage Focus Groups 
 
3.33 Affinity Water contracted a specialist consultancy, Dialogue by Design, to organise and 

to facilitate a second set of focus groups to get customers’ views on the themes raised in 
the consultation “Investing for your community.”  Dialogue by Design organised ten 
meetings in November and December 2012: 

 
• eight focus groups for domestic customers,  
• one focus group for SMEs, and 
• one environmental workshop. 

 
One focus group was cancelled due to the high drop out rate of invitees; this focus group 
was for higher income domestic customers in Saffron Walden, Essex.  This was 
replaced by a focus group arranged in Stevenage, Hertfordshire. 

 
3.34 The focus groups for domestic customers consisted of six to nine invited customers, 

usually from one demographic profile. A total of 65 people participated. Those who 
attended were each given a £40 thank you payment.  Both metered and unmetered 
customers participated.  Dialogue by Design provided a facilitator.  Each focus group 
lasted about two hours. 

 
3.35 Seven focus groups considered the issues raised in “Investing for your community.”  In 

addition, the focus group at Great Missenden looked at Affinity Water’s Service Delivery 
Map. This was a new initiative that the company will develop in the future as a means of 
providing tailored services for different communities.  It did not feature heavily in the 
preparation of the Business Plan. This focus group also prioritised seven investment 
options.   

 
3.36 Dialogue by Design facilitated one focus group session for SMEs, held at Harlow, Essex 

on 14 November 2012.  These attendees were not a random sample, unlike the other 
focus groups.  All nine attendees were from businesses in the leisure and sports sector 
that had responded to the drought communications sent earlier in 2012. 

 
3.37 Dialogue by Design also facilitated an environmental workshop held at Hatfield, 

Hertfordshire on 19 November 2012. 
 
3.38 In addition, drop-in sessions for the general public were available where the focus group 

meetings were held, but these were very poorly attended despite Affinity Water having 
advertised them in the local press.  The drop-in sessions did not contribute anything to 
the consultation process.  As a follow-up activity, Affinity Water placed a second round 
of advertisements in the local press inviting people to respond to the consultation 
document. 
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3.39 As observers, CCG members attended four of the second stage domestic customer 

focus groups.  In addition, a CCWater representative on the CCG participated in the 
environmental workshop.  We also attended the validation workshop where Dialogue by 
Design’s reports from the focus group sessions were reviewed and checked. 

 
3.40 On 23 January 2013, at the third meeting of the CCG, Affinity Water presented the initial 

findings as they related to preparation of the Strategic Direction Statement.  The findings 
were derived from the 190 responses to the consultation document “Investing for your 
community” and from the reports from the focus groups.  We also received copies of the 
two draft reports prepared by Dialogue by Design.  The first report was on the focus 
groups for domestic customers and SMEs.  The second report covered the 
environmental workshop. 

 
3.41 The results from the pre-consultation exercises were qualitative, rather than quantitative.  

Affinity Water never intended that the pre-consultation outcomes would be statistically 
significant.  The results were to assist the company to better develop its customer 
engagement processes.  Accordingly, the outcomes described below should be 
considered judiciously. 

 
3.42 The outcomes from the 190 written responses and from the focus groups for domestic 

customers and SMEs were largely consistent.  In the following sections, the percentages 
are from the 190 written responses.  The qualitative comments are from the reports on 
the focus groups. 

 
3.43 84% of domestic customers agreed that the following list, prepared by Affinity Water, 

accurately described customers’ expectations: 
 

• Making sure our customers have enough water 
• Supplying high quality water you can trust 
• Minimising disruption in your community  
• Providing a value for money service. 

 
 However, customers felt these were the minimum standards they should expect from 

their water supplier.  They felt Affinity Water should also protect the environment and 
operate in a sustainable manner. 

 
3.44 At the meeting on 13 March 2013, the CCG recommende d that Affinity Water 

consider adding a fifth expectation on protecting t he environment.  
 
3.45 For reasons described in the following section on the Strategic Direction Statement and 

documented in a briefing note provided to the CCG, Affinity Water decided not to adopt 
this proposal. 

  
3.46 At this meeting, the CCG also recommended that Affi nity Water consider 

rewording the third of the customer expectations to  ‘Minimising disruption for you 
and your community’ to give it more focus for indiv idual customers.  

 
3.47  Affinity Water decided later to accept our proposal and reworded the third expectation. 
 
3.48 In all the focus groups, customers raised the issue of leakage, and many customers 

wanted this issue to be addressed.  Customers appeared not to accept that the 
“sustainable economic level of leakage” (SELL) appropriately valued the water lost 
through leakage. 
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3.49 This outcome was also supported by the results in a different context at the Great 

Missenden focus group. These six customers were asked to rank seven investment 
options.  The outcome was as follows (where 1 is the highest priority): 

 
1. Reduce leakage at a faster rate 
2. Distribute water efficiency devices 
3. Increase metering 
4. Bring in water from a neighbouring community 
5. Import water from elsewhere in the country 
6. Create a new reservoir to store surplus water 
7. Find new sources of water in your community (away from the river). 

 
3.50 Some of the key outcomes, which were not statistically significant but which helped the 

company to inform it’s thinking, were as follows: 
 

• 57% of customers wanted Affinity Water to be responsible for all the pipework 
until it reached their houses.  However, customers were concerned that this 
change might increase their bills. 

• 57% of customers favoured implementing social tariffs, but they did not want to 
pay for this.  Customers felt that the cost of subsidizing certain customers should 
come out of Affinity Water’s large profits. 

• 78% of customers were willing to pay more to secure the supply of water for the 
next generation.  For those who did not agree, their concern appeared to have 
been that they could not afford to pay more for water in the current economic 
conditions. 

 
3.51 Amongst participants in the focus groups, there was also general support for compulsory 

metering, if it did not result in higher bills for customers.  
 
Two environmental forums 
 
3.52 Dialogue by Design organised an environmental workshop on 19 November.  A total of 

14 people attended, including representatives from the Chiltern River Society, Colne 
Valley Anglers Association, Cranfield Water Science Institute, Friends of the Mimram, 
Impress the Chess, Misbourne River Action, River Chess Association, RSPB, The 
Chiltern River Society (River Misbourne), The River Beane Restoration Association and 
The Ver Valley Society. A CCG member participated as the representative from 
CCWater. 

 
3.53 Participants in the workshop were concerned about the environmental impact of over-

abstraction of groundwater, and wanted this addressed in future investment plans.  For 
many, reducing demand was essential to resolve this problem, and there was strong 
support for increased education and community engagement.  Participants 
recommended that Affinity Water provide customers with information on their personal 
water use, together with information to enable customers to compare their water 
consumption with other users.  
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3.54 A follow-up forum was held on 26 February 2013.  Dialogue by Design’s primary 

objective in holding the second environmental meeting was to broaden the number of 
stakeholders participating in the consultation.  The invitees to this forum were mainly 
drawn from organisations which did not participate in the 19 November environmental 
workshop.  The 26 February environmental forum was attended by 11 people, 
representing the following stakeholders: Dacorum Environmental Forum Water Group, 
Friends of the Mimram, Groundwork Southern Water Programme, Groundwork 
Hertfordshire, Hertfordshire County Council, Herts & Middlesex Wildlife Trust, London 
Colney Village Concern, Tewin Flyfishing Club, Ver Valley Society, Watford Borough 
Council and Welwyn Hatfield Borough Council.  Of the attendees, only two stakeholder 
groups sent representatives to both environmental meetings: Friends of the Mimram and 
The Ver Valley Society.  The Ver Valley Society sent different representatives each time.  
Only the Friends of the Mimram sent the same individual to both environmental 
meetings.  Thus, the second meeting broadened the number of stakeholders engaged, 
but did not have continuity in attendees.  Dialogue by Design facilitated the meeting, 
which lasted three hours. 

 
3.55 At this meeting, Affinity Water presented updates on its progress of stakeholder 

consultation, sustainability reductions and biodiversity.   Dialogue by Design facilitated a 
discussion on customers’ preparedness to pay.  Attendees appeared to be concerned 
about the lack of understanding consumers have about crucial environmental issues, 
customers’ consequent reluctance to pay for sustainability measures and the need for 
consumer education on the environment.   

 
3.56 With one exception, the CCG members were not invited to observe the second 

environmental forum held on 26 February. The CCG representative from WWF/Blueprint 
for Water was invited the day before, but was unable to attend at such short notice.  
CCWater were unaware that this forum was being held. 

 
3.57 Later, the CCG Chair asked Affinity Water to ensure  that all the CCG members 

were advised of the dates and invited to observe ev ery customer engagement 
event, wherever our presence could be accommodated.   Affinity Water undertook 
to do this, but was often only able to provide the dates at short notice as events 
were developed and delivered very quickly. 

 
Conclusions from the first phase of the engagement programme 
 
3.58 At the fourth CCG Meeting on 13 March 2013, Affinity Water presented the conclusions 

it had drawn from the pre-consultation stage. 
 
3.59 Affinity Water believed they had enough information on its customers’ views to take 

action in two areas: 
 

• Customers support metering 
• Abstraction reductions were understood by customers. 

 
3.60 Affinity Water concluded that more research was needed in four areas to determine 

customers’ views: 
 

• What do young people think? 
• On social tariffs and debt management, more work was needed to develop a 

policy and to determine how acceptable it would be to customers. 
• What is the level of leakage that customers would find emotionally acceptable? 
• How could Affinity Water test for customers’ willingness to pay for investment to 

reduce water hardness? 
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3.61 Water hardness was viewed as a special case.  Affinity Water recognised that 

customers did not like water hardness, and they decided to consider including measures 
to address water hardness in a cost evaluation for Willingness to Pay research.  
However, the company recognised that this might be something Affinity Water could not 
justify doing anything about.  In that case, they might need to develop a communications 
plan to explain to customers why they could not justify taking any action to address its 
customers’ desires.  

 
3.62 At the March CCG meeting, Affinity Water explained that by the end of the month, its 

Directors would have decided what issues needed to be tested for the business plan. 
For example, they would form a view on how much metering should be included in the 
Draft Water Resources Management Plan.  They would also agree on commissioning 
further work, for example, for the choice experiments to be used in Willingness to Pay 
research.  

 
3.63 At the fifth CCG meeting on 22 May 2013, Affinity Water presented a summary of the 

outcomes from the first phase of the customer engagement programme, which ended on 
31 March 2013.  Affinity Water called the first phase “Listening and Learning,” as it 
consisted of qualitative surveys of customers, primarily through focus groups and written 
responses to “Investing for your community.” 

 
3.64 For each of the issues identified, Affinity Water outlined what action they planned to take 

to develop further its knowledge of customers’ views on these points. 
 
3.65 The CCG asked that Affinity Water pay particular at tention to researching further a 

number of points that appeared to the CCG to be imp ortant.  The CCG had some 
concerns that Affinity Water was reaching conclusio ns on customers’ views 
based on the qualitative research, and Affinity Wat er did not yet have robust 
evidence that justified its conclusions.  The Affin ity Water findings that the CCG 
highlighted were the following: 

 
• Customers found it difficult to make a judgement ab out value 
• Customers supported metering 
• Customers were concerned about over abstraction, es pecially as if 

affected flows in rivers 
• Customers lack comparisons to make judgements about  value for money 

service. 
 

Phase 2: Testing and Valuing 
 
3.66 At the 22 May CCG meeting, Affinity Water explained the objectives behind phase 2 of 

its engagement programme.  Phase 2 was called “Testing and Valuing.” 
 
3.67 The objectives were to inform customers and stakeholders about Affinity Water’s 

proposals for its dWRMP and Business Plan and to get its customers’ views in a manner 
that was robust evidentially.  The intent was to assure the Affinity Water Board, the 
regulators and the CCG that the company’s engagement process was sound.  These 
customer views would also inform the development of the Business Plan. 

 
3.68 Affinity Water outlined the planned programme of engagement, which included the 

setting up of on-line panels.  Indicative sampling sizes were provided. 
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3.69 The CCG welcomed the setting up of the panels and w ere happy with their 

demographic composition.  However, the CCG register ed a number of concerns.  
We wanted assurance that Affinity Water intended to  survey those who might not 
have access to the Internet, such as the elderly, v ulnerable and those on low 
incomes.  We asked for assurance that the survey wo rk would cover the East and 
Southeast Regions, providing statistically signific ant results.  We also reminded 
the company to invite all CCG members to all events  where we could be 
accommodated.   

 
3.70 Affinity Water assured the CCG that these matters would be addressed. 
 
3.71 The CCG also asked Affinity Water whether they woul d consider CCWater’s paper 

on its expectations on water companies’ testing of customer views.  
 
3.72 Affinity Water assured the CCG that they had taken on board the content of the paper, 

which had also been forwarded to the company responsible for the survey work.  In 
addition, ICS attended the CCG meeting to explain how those principles had been 
incorporated into its work. 

 

Publication of Strategic Direction Statement 
 
3.73 Unlike in the 2009 price review, Ofwat did not require the water and sewerage 

companies to prepare a Strategic Direction Statement to support the Price Review 2014 
(PR14).  Nonetheless, Affinity Water decided to prepare a Statement to facilitate its 
engagement program with customers and other stakeholders around its long term 
strategic direction and plans. 

 
3.74 At the meeting of the CCG held on 13 March 2013, Affinity Water provided an update on 

the pre-consultation as it related to the Strategic Direction Statement. The consultation 
showed that most of the respondents were supportive of the four outcomes as they were 
presented.  There was some feedback, including from special interest groups, 
questioning whether ‘environmental issues’ had enough prominence. 

 
3.75 On 5 April 2013, Affinity Water emailed an early version of its Strategic Direction 

Statement to the CCG Chair and to the two CCWater members of the CCG.  Affinity 
Water invited us to comment.  In a meeting on 8 April and in an email the following day, 
the CCG Chair provided his comments.  Both CCWater members provided comments by 
email, and their comments were incorporated. 

 
3.76 During the meeting with the CCG Chair on 8 April 2013, Affinity Water explained why 

they had decided not to add a fifth customer expectation to the four raised in the 
consultation document “Investing for your community.”  (Affinity Water uses “customer 
expectations” where Ofwat uses “outcomes.”)  The four customer expectations used in 
the pre-consultation document “Investing for your community” were as follows: 

 
• Making sure our customers have enough water 
• Supplying high quality water you can trust 
• Minimising disruption in your community  
• Providing a value for money service. 
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3.77 At the 8 April meeting, Affinity Water explained that they had had extensive internal 

discussions about the possibility of adding a fifth customer expectation focused on the 
environment.  At the Affinity Water Board meeting on 26 March 2013, the Board 
considered a paper on its Strategic Direction Statement, which included a section on 
whether to add a fifth expectation focused on the environment.  (The Board paper was 
later provided to the CCG Chair.) The argument for excluding a separate environmental 
expectation was that environmental matters were embedded in each of the other four 
customer expectations.  For example, “reducing unsustainable abstraction” was 
essentially a sub-set of “having enough water.”  The Executive proposed, “…to 
undertake deliberative research … to test with customers how environmental measures 
that are embedded in day to day business activities can be most effectively 
communicated.”  The Board accepted the Executive’s recommendation not to add a fifth 
customer expectation for the environment. 

 
3.78 Affinity Water followed up by writing a briefing note for the CCG outlining how they had 

examined the proposal for a fifth expectation, and why they had decided not to add it.  
The note was included in the papers for the CCG meeting held on 22 May 2013.  

 
3.79 Affinity Water did decide to change the description of one customer expectation 

following the CCG’s recommendation.  “Minimising disruption in your community” would 
become “Minimising disruption for you and your community.”  

 

Publication of the draft Water Resources Management Plan 
 
3.80 At the meeting of the CCG held on 13 March 2013, Affinity Water provided an update on 

its preparation of the draft Water Resources Management Plan (dWRMP).  They had 
considered the feedback received during the pre-consultation stage.  A majority of 
respondents supported the following actions: 

 
• Stop abstraction where it is causing damage 
• Act to reduce consumption, in part by providing free fittings and advice to 

customers 
• Increase bills in order to fund leakage reduction to below the sustainable 

economic level of leakage (SELL).  
• Install meters systematically by water stressed areas, provided it is cost 

beneficial. 
 
3.81 At its meeting on 22 May 2013, the CCG recommended that when Affinity Water 

reached conclusions like those expressed above, the y should document how the 
company reached these conclusions.  The CCG believe d that these four 
conclusions were based on preliminary qualitative r esearch, and would have to be 
supported by better research if the company wanted to act on these assertions.  

 
3.82 Further, the CCG noted that the company’s conclusi on that customers would 

agree to increased bills to fund leakage reduction was not completely consistent 
with the outcomes from the second stage focus group s. 

 
3.83 Affinity Water reported that customers were divided over whether bills should be 

increased to fund activities to reduce the frequency of restrictions on water use.  Some 
customers favoured the current arrangements, while others wanted to ensure supply 
under all conditions. 

 
3.84 The outcomes from the research were seen as indicative rather than definitive.  Affinity 

Water planned to further test these views through research. 
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3.85 From the pre-consultation responses, Affinity Water concluded that customers supported 

the inclusion of sustainability reductions in the dWRMP.  In addition, customers thought 
it might be necessary to invest in water efficiency measures costing more than would be 
justified by SELL. 

 
3.86 Through its consultation process on the dWRMP in the following months, Affinity Water 

intended to test these early conclusions. 
 
3.87 In May 2013, Affinity Water distributed its dWRMP for consultation. 
 
 

“Let’s Talk Water” consultation 
 
3.88 Affinity Water commissioned the “Let’s Talk Water” consultation with the hope of getting 

as many customers as possible involved and to provide their views.  The consultation 
lasted three months.  Customers were provided with information to allow them to make 
informed judgements. 

 
3.89 Between May and September, 3,627 self-selecting customers responded to the 

consultation.  As the respondents were self-selecting, the outcomes were not statistically 
significant, as was the case with all the preliminary qualitative research.  

 
3.90 The report on this consultation was written in September 2013.  The results were 

broadly consistent with the outcomes from earlier research. 
 
3.91 In line with earlier studies, 93% of metered customers agreed that water meters were 

the fairest way to charge, while only 60% of unmetered customers agreed. Further, 58% 
of those who did not have a meter were not willing to get one fitted.45  

  
3.92 There was a significant relationship between metering status and household size.  62% 

of metered customers lived on their own or with one other person, compared to 48% of 
unmetered customers.46  

 
3.93 Of the metered customers, 75% agreed that they pay about the right amount for the 

water and service they receive, while 64% of unmetered customers agreed.  There were 
significant regional differences: 72% of customers in Central Region agreed, compared 
to 65% in the East Region and 59% in the Southeast Region.47  

 
3.94 The CCG observed that the percentage of customers w ho agreed they were 

paying the right amount for water was in reverse or der to meter penetration.  
Further, customers in the Southeast Region were lea st likely to agree they were 
paying the right amount; in reality, they paid more  per cubic metre than 
customers in the other zones.  

 
3.95 Most respondents (78%) wanted Affinity Water to fix all leaks even if it costs more than 

the value of the water lost.48  

                                                      
45 Let’s Talk Water consultation, pages 5, 6 
46 Let’s Talk Water consultation, page 13 
47 Let’s Talk Water consultation, page 17 
48 Let’s Talk Water consultation, figure 2.8, page 7 
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Willingness to Pay 
 
3.96 Affinity Water planned to consult with its customers on their willingness to pay between 

April and August 2013. The objectives of the consultation were described as follows: 
 

• To undertake direct engagement with customers on services and tariffs 
• To understand customer priorities and preferences for services charges 
• To ensure the business plan is built upon and encompasses these priorities and 

preferences. 
 
3.97 Through customer engagement, Affinity Water intended to use stated preference 

methods to identify inferred market prices. 
 
3.98 The willingness to pay consultation had two studies: 
 

• Stated Preference Study: Main WTP Study, which gives wide coverage of a 
 diverse range of service measures 

• Stated Preference Study: Water Resources WTP Study, which gives the 
 relative value of water resource service impacts. 

 
3.99 The consultation was conducted in three phases: 

 
• Design and testing, to determine the best language to use and to identify issues 

which customers’ value 
• Pilots, to test the draft survey with customers 
• Main survey. 

 
3.100 Affinity Water commissioned a consortium lead by ICS Consulting working with eftec 

and Facts International to manage the Willingness to Pay consultation.  This phase was 
managed by a company named Opinion Leader, a sister company of Facts International.   

 
Design and Testing 
 
3.101 The design element of the design and testing phase consisted of six focus group 

sessions held between 20 and 24 April 2013.  Opinion Leader facilitated the discussions. 
Ten Affinity Water household customers were invited to each session.  Across the 
groups, the invitees reflected the demographics of Affinity Water’s customer base.  Each 
focus group consisted of a mix of demographic types, except at Hatfield, where the first 
session tended to have better off customers, while the second session had less well off 
people.  Each attendee received a thank you payment of £45.  Each focus group 
session lasted 90 minutes. 

 
3.102 The CCG Chair observed the first focus group meeting while a CCWater member 

observed the first two focus groups at Hatfield, Hertfordshire. 
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3.103 The external consultants summarised the main themes that emerged from these focus 

groups.  Below we quote some key conclusions extracted from the report: 
 

  Overall participants were fairly satisfied with the water service they received 
from Affinity Water.  Participants were not typically willing to pay extra for 
service improvements nor did they want to see a reduction in service levels 
in order to receive lower bills.49 

 
  Those who felt that they experienced a good water service typically felt that 

their bills were reasonable if not cheap compared to other household bills.  
Those who had experienced a poor water service e.g. low water pressure or 
poor water quality felt that their bill was poorer value than those who had 
good water services.50 

 
  With the exception of water hardness, participants were not typically 

prepared to pay extra for improving water services.51 
 
  Tackling water hardness was perceived to be the most important area of 

service for Affinity Water to prioritise.52 
 
  After spontaneously discussing leakage, participants were informed about 

Affinity’s policy on fixing leaks i.e. fixing leaks that cost less than getting 
water from elsewhere.  Participants expressed mixed opinions about this 
policy.  Participants typically felt that this made economic sense and were 
relieved that their bills were being kept under control.  Others felt that Affinity 
had an environmental responsibility to reduce leaks below the current level, 
however participants did not want to incur higher bills to facilitate this.  When 
asked where the money should come from to pay for repairing leaks some 
participants thought that Affinity should sacrifice some of its profits.53 

 
3.104 In May 2013, ICS Consulting began the testing element of the design and testing phase 

by conducting cognitive testing interviews of the Stage 1 (main) Study and Stage 2 
(water resources) Study questionnaires to check that the surveys used appropriate 
language, were understandable to customers and were grounded on a sound 
methodology.   CCG members were invited to comment on a draft of the questionnaire, 
and a number responded.  Their observations were taken into account.   

 
3.105 Ten domestic customers and five business customers were surveyed for the Stage 1 

Study to identify any weaknesses in the process.  The cognitive tests for household and 
business customers took place on 13 and 14 May 2013 at Harwich (Essex) and Clacton-
on-Sea (Essex). 

 
3.106  Ten domestic customers completed the Water Resources Study and debrief 

questionnaire to identify any weaknesses in the process. The cognitive testing interviews 
were conducted in Folkestone (Kent) and St. Albans (Hertfordshire) on 13 and 14 May 
2013.  

                                                      
49 Willingness-to-pay qualitative research findings, page 5 
50 Willingness-to-pay qualitative research findings, page 5 
51 Willingness-to-pay qualitative research findings, page 14 
52 Willingness-to-pay qualitative research findings, page 14 
53 Willingness-to-pay qualitative research findings, page 18 
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3.107 Some of the key results of the cognitive testing interviews for both studies were as 

follows:  
    

Main Study 
 

• Respondents understanding of attribute descriptions and show cards was high,54 
• All respondents stated that the choice exercises were easy or relatively easy,55 
• The presentation of the separate sewerage bill was clear to all respondents56 

and 
• Respondents understood that the sewerage bill might rise due to investment 

made by the sewerage provider.57 
 

Water Resources Study 
 

• Respondents said their motivation for their choice exercise responses was 
largely based on the potential impact on their household,58 

• They doubted if hosepipe bans were only imposed once in every ten years59 
• Overall respondents understood the different water options and could make 

choices from the information provided60 and 
• Respondents were mixed as to whether duration of frequency was the most 

important aspect in their making choices over water restrictions.61 
 
Pilot surveys 
 
3.108 The Stage 1 and Stage 2 Study pilots were intended to check the effectiveness of the 

survey process.  Findings were never intended to contribute directly to the research on 
customers’ views on Willingness to Pay.   

 
3.109 The Stage 1 pilot survey was completed by a sample of 139 household respondents and 

88 business respondents.   
 
3.110 The results of the Stage 1 pilot survey were presented in a report entitled “PR14 

Willingness to Pay Survey: Pilot Survey” dated June 2013.  
 
3.111 The pilot was intended to check the effectiveness of the survey process rather than to 

generate usable research. ICS Consulting concluded that the “… pilot shows survey in 
the main works well” while pointing out areas of possible improvement. 

  
3.112 The survey was peer reviewed by Professor Ken Willis.  ICS Consulting commented that 

“Professor Willis was very positive about the survey, making only minor suggestions for 
improvements to wording for the Main Fieldwork.”62   

 

                                                      
54 Summary of Survey Cognitive Tests, page 1 
55 Summary of Survey Cognitive Tests, page 1 
56 Summary of Survey Cognitive Tests, page 2 
57 Summary of Survey Cognitive Tests, page 3 
58 Summary of Survey Cognitive Tests, page 4 
59 Summary of Survey Cognitive Tests, page 4 
60 Summary of Survey Cognitive Tests, page 4 
61 Summary of Survey Cognitive Tests, page 5 
62 PR14Willingness to pay Survey, Pilot Study June 2013, page 8 
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Stated Preference Study: Main WTP Study 
 
3.113 This study aimed to assess which services household and business customers valued.  

The values were estimated in monetary terms of the impact of changes to water service 
levels.  These values could then be used in cost benefit analyses to support the 
preparation on the Business Plan.63   

 
3.114 The survey covered 1209 household customers and 508 business customers. The 

household customers were representative by gender, age and socio-economic group.  
Business customers were representative by industry and bill size.64  

 
3.115 For most services, a majority of household and business customers were satisfied with 

the current level of service they received.65 
 
3.116 The key findings were as follows: 
 

Tap Water Quality 
 
• Both household and business customers place significantly higher value on 

avoiding reductions in tap water quality. Willingness to pay for even higher 
service by comparison is much lower. 

• Households values for tap water quality improvements are higher than business 
customer values, except in the case of taste issues. 

• The high importance attached to water hardness is not supported by evidence of 
positive willingness to pay to reduce properties affected by hard water. 
 

Reliability of Water Supplies 
 
• Pressure and property flooding were valued more highly than interruptions when 

compared on a per property affected basis. 
• Both households and businesses put more value on avoiding increases in 

supply reliability issues compared to reducing current levels. 
• The relatively high values on property flooding indicate customers place value 

on the consequences of service risks and not just numbers affected. 
 

Managing Water Supplies 
 
• Both households and businesses valued the environmental impact of low flows 

more highly than changing the frequency of water use restrictions. 
• Avoiding reductions in the current service is valued more highly than improving 

upon current service. 
• Both households and businesses placed a high value on reducing leakage, and 

an even higher value on avoiding increases in leakage.66 
 
Stated Preference Study: Water Resources WTP Study 
 
3.117 This study builds on the Main Study of the values customers place on different services.  

It expands on that evidence to support the development of the Water Resources 
Management Plan.  There are two objectives: 

 
• Establish relative values for different water resource planning options over and 

above the environmental and social costs that were assessed separately. 
• Estimate relative values for different water use restrictions and durations.67 

                                                      
63 Stated Preference Study: Main WTP Study, page iv 
64 Stated Preference Study: Main WTP Study, page viii 
65 Stated Preference Study: Main WTP Study, page viii 
66 Stated Preference Study: Main WTP Study, page ix 
67 Stated Preference Study: Water Resources WTP Study, page v 
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3.118 The study surveyed 719 household customers.  The customers were representative by 

gender, age and socio-economic group.68 
 
3.119 To establish relative values for different water resources, customers were asked for their 

preferences amongst seven options: 
 

• Take more water from rivers 
• Take water from the sea  
• Take more water from underground sources 
• Fix more leaks  
• Transfer more water from outside the Affinity Water region 
• More water meters 
• More water efficiency measures in homes.69 

 
3.120 To determine customers’ values for water restrictions, respondents’ views were solicited 

on varying the current planed frequency and duration of hosepipe bans and non-
essential use bans. The values were anchored on the value for leakage and the value 
for hosepipe bans determined in the Stated Preference Study: Main WTP Study.70 

   
3.121 For leakage, both household and business customers placed a high value on reducing 

leakage and an even higher value on avoiding increases in leakage.71 
 
3.122 For water resource options, customers prioritized demand management options over 

supply side options. Respondents favoured fixing more leaks and encouraging more 
customer water efficiency and metering.72 

 
3.123 For hosepipe bans and non-essential use bans, both household and business 

customers placed a higher value on avoiding an increase in the likelihood of restrictions 
than a reduction in the likelihood of restrictions. When restrictions occur respondents 
prioritized duration over frequency.73 

Bill Acceptability, phase 1: Testing multiple plans 
 
3.124 ICS Consulting conducted the Bill Acceptability testing in two phases: 

• Phase One – Testing of Multiple Plans 
• Phase Two – Testing of £1.80 increase. 

 
3.125 In phase one, ICS Consulting tested the three plans presented within the draft Business 

Plan Consultation. 
 
3.126 ICS Consulting conducted cognitive tests on the proposed survey on customer 

acceptability.  On 29 May 2013, CCG members were sent a link to the draft survey, and 
several provided suggestions that were considered. 

 
3.127 The tests were conducted on 27 and 28 June 2013 in Folkestone (Kent) and Clacton-on-

Sea (Essex), and it involved five domestic customers and five business customers. The 
domestic customers received a thank you payment. 

                                                      
68 Stated Preference Study: Water Resources WTP Study, page v 
69 Stated Preference Study: Water Resources WTP Study, page vii 
70 Stated Preference Study: Water Resources WTP Study, pages vii, ix 
71 Stated Preference Study: Water Resources WTP Study, page ix 
72 Stated Preference Study: Water Resources WTP Study, page 3 
73 Source:  Stated Preference Study: Main WTP Study, page x and Stated Preference Study: 
Water Resources WTP Study, page 14 
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3.128 ICS summarized the main findings for the cognitive testing for the Acceptability Study 

as: 
 

• Understanding of the survey is very high, 
• The service attributes were clearly understood and   
• All respondents were able to recall in the debriefing questions that bill increases 

would be from 2015 to 2020.74 
 

3.129 ICS Consulting reported that the overwhelming feedback was the task was easy, or very 
easy, to complete. The information provided was easy to understand, and the exercise 
was a valid exercise for customers to undertake.  Furthermore, it reported that all 
respondents were comfortable with the idea that there was a water bill and a sewerage 
bill, and that the sewerage bill may rise due to investment made by the sewerage 
provider.75    

 
3.130 ICS intended to conduct the Phase Two survey after the Affinity Water Board decided on 

its preferred plan and the desired price increase.  The outcome is included in the 
statistically significant surveys described later in this chapter. 

Business Plan Deliberative Forums 
 
3.131 Affinity Water commissioned Office for Public Management (OPM) to conduct four 

“Deliberative Forums” to get qualitative customer input into three possible levels of 
investment.  OPM conducted the four workshops between 6 and 27 July 2013.  A total of 
201 customers participated, spread evenly across the events.  The workshops were held 
on Saturdays, lasted 5 ½ hours and were demographically representative.  Each 
participant received a thank you payment of £75. 

 
3.132 The “Deliberative Forums” were held in the following locations: 
 

• Clacton-on-Sea, Essex 
• Harrow, London 
• Dover, Kent 
• Bishop’s Stortford, Hertfordshire. 

 
3.133 The CCG Chair observed the event in Harrow. 
 
3.134 An Affinity Water senior executive provided an overview of the company, including 

information on how the company spent money received from customers.  For example, 
customers were told that 30p in the pound went to suppliers who maintain and improve 
the network and plant, while 13p in the pound went to “shareholders who we pay a 
return on the money they have invested on behalf of current and future pensioners.”  
The role of Ofwat was also explained. 

 
3.135 A second Affinity Water senior executive explained that Affinity Water had developed 

four customer expectations through an earlier consultation process: 
 

• Making sure you have enough water 
• Supply high quality water you can trust 
• Minimise disruption to you and your community 
• Provide a value for money service. 

                                                      
74 Summary of Survey Cognitive Tests, pages 1 - 3 
75 Summary of Survey Cognitive Tests, page 3 
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3.136 The company asked for customer’s views on how much investment to make for each 

expectation, where there were three options:   
 

• Minimise investment and reduce bills 
• Affinity Water’s proposed plan or  
• Accelerate investment to tackle more quickly the water resources challenges.   

 
3.137 Customers were provided up front with the impact these changes would have on the 

average water bill in 2020.  The bill impacts were as follows: 
 

Expectation  Slower pace of  
investment 

Proposed Plan  Faster pace of 
investment 

Enough water £0.45 £4.60 £6.40 
Quality, Trust £2.00 £2.00 £2.00 
Minimising 
disruption 

£0.55 £2.60 £10.80 

Value for money -£5.50 -£5.50 -£5.50 
Estimated change 
to average bill by 
2020 

-£2.50 +£3.70 +£13.70 

 
 
3.138 Each customer had a voting pad linked by wifi.  For each expectation, customers were 

advised of the impact of the range of investment choices.  In small groups and 
collectively, customers discussed the options. Customers then voted for which 
investment option they preferred.  As the voting pads were assigned to customers, OPM 
were able to monitor demographic preferences.  OPM reported that in all votes, there 
were no differences in voting patterns due to gender, age or income.  There were no 
differences between voting preferences for metered and unmetered customers.  There 
were regional variations, but these did not change the overall outcome. 

 
3.139 The first expectation was “Making sure our customers have enough water.”  Affinity 

Water explained how much impact each option would have on its measures for success:  
 

• reducing leakage (million litres per day) 
• average water use (litres per person per day) 
• water available for use (million litres per day). 

 
When they voted, the results were as follows: 
 

• 11% voted to slow the pace of investments to reduce bills 
• 50% supported the proposed plan 
• 39% wanted to accelerate investment to deal with water resource challenges, 

even if it meant higher bills.76 
 
3.140 The second expectation was to “Supply high quality water you can trust.” Affinity Water 

explained the investment proposal was the same for all three options, as the company 
was completely committed to maintaining a high quality water supply.  The company 
currently complies with water quality standards 99.95% of the time.  69% of customers 
supported the proposed level of investment, with the balance split almost evenly 
between the “no” and “don’t know” groups.77 

                                                      
76 Business Plan Consultation, page 20 
77 Business Plan Consultation, page 26 
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3.141 The third expectation was “Minimise disruption to you and your community,” and there 

were four measures of success for the three investment options: 
 

• Unplanned interruptions to supply over 12 hours 
• Number of burst mains 
• Affected customers not notified of planned maintenance 
• Planned works taking longer to complete than notified. 

 
These investment options generated considerable discussion, as customers remarked 
that the faster investment option cost considerably more, without an equivalent 
improvement in performance.  The voting result reflected this: 

 
• 13% voted to slow the pace of investments to reduce bills 
• 59% supported the proposed plan 
• 28% wanted to accelerate investment to deal with water resource challenges, 

even if it meant higher bills.78 
 
3.142 The fourth expectation was “Provide a value for money service.”  For each of the three 

investment options, the outcome was the same – a £5.50 reduction in the average bill by 
2020. This investment proposal reflected Affinity Water’s commitment to improve its 
performance and to reduce its costs.  62% of customers supported the proposed plan.  
15% did not agree with the plan, while 23% said they did not know whether or not they 
supported the company’s proposed plan.79 

 
3.143 To measure success, Affinity Water proposed to conduct a community survey.  71% of 

customers thought it would be helpful if Affinity Water conducted a regular survey of its 
customers to measure their views on whether the company was providing a value for 
money service.80 

 
3.144 The CCG believes the suggestion is a good idea, and  we understand Affinity 

Water is investigating how it could be implemented.    We believe this is a positive 
example of how the company has listened to its cust omers.  

 
3.145 Finally, customers were asked for a view about the acceptability of the overall plan.  The 

voting was as follows: 
 

• 13% voted to slow the pace of investments to reduce bills 
• 54% supported the proposed plan 
• 34% wanted to accelerate investment to deal with water resource challenges, 

even if it meant higher bills.81 
 
3.146 Given that both the slow plan and the proposed plan  both had bill acceptability 

ratings of 91%, we challenged the company to consid er implementing the slow 
plan, as it would reduce customers’ bills.  The com pany responded with a written 
reply that explained why the investments in the pro posed plan were preferable.  

                                                      
78 Business Plan Consultation, page 32 
79 Business Plan Consultation, page 39 
80 Business Plan Consultation, page 39 
81 Business Plan Consultation, page 41 
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Online Panels 
 
3.147 Affinity Water used an on-line panel to provide robust, statistically valid research.  In 

December 2012, Research Now was commissioned to establish the panels.  Panel 
members were selected to try to mirror the demographic profile of Affinity Water’s 
customers when measured by Mosaic.  The outcomes were statistically significant to a 
95% confidence level. 

 
3.148  The panels were used for seven surveys:  

 
1. Panel Survey 1: general questions on themes from the Strategic Direction 

Statement and the Draft Water Resources Management Plan 
2. Panel Survey 2: Draft Water Resources Management Plan 
3. Panel Survey 3: Testing to support the proposal to include environmental 

measures within the four proposed outcomes 
4. Panel Survey 4: Leakage 
5. Panel Survey 5: Resilience  
6. Panel Survey 6: Social Tariffs (which is not formally part of the PR14 process) 
7. Panel Survey: “Let’s Talk Water.”  

 
3.149 In addition, the company commissioned two statistically significant studies on 

Willingness to Pay.  The outcomes from these surveys were reported earlier in this 
chapter. 

 
Panel Survey 1: general questions on themes from the Strategic Direction Statement and the 

Draft Water Resources Management Plan 
 
3.150 This survey had 448 responses, but did not achieve full alignment with all the Mosaic 

codes and Water Resource Zone areas.82  
 
3.151 Affinity Water advised that they only used the figures as indicative of the views of all 

customers taken together, as the respondents were not as representative across the 
regions as they wished. The overall results were statistically significant. 

 
3.152 Only 5% of customers believed their households were high users of water.83  
 
3.153 67% of customers thought metering was effective or very effective in saving water.  

However, 36% of customers did not believe all customers should be metered; they felt 
customers should be able to choose.84   

 
3.154 85% of customers had been impacted by the hosepipe ban.  For 69% of customers, this 

had only caused a minor inconvenience.85  
 
3.155 When customers were asked who provided their wastewater services, 19% did not know 

and 38% though Affinity Water did.86  
 
Panel Survey 2: Draft Water Resources Management Plan 
 
3.156 The survey had 501 responses and correlated well across Water Resource Zones and 

Mosaic populations.  49% were metered, 47% unmetered, and 4% did not know if they 
were metered.87  

 

                                                      
82 Panel survey findings, page 2 
83 Panel survey findings, figure 2.6, page 5 
84 Panel survey findings, figures 2.8 and 2.9, pages 6 - 7 
85 Panel survey findings, figure 2.11 on page 8, and figure 2.12 on page 9 
86 Panel survey findings, figure 2.16, page 11 
87 Panel survey findings, page 18 and figure 3.3 on page 20 
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3.157 67% of customers said that having a meter and paying charges based on the amount of 
water used would affect the amount of water they would use in their home.  94% of 
customers using a meter said a water meter was the fairest way for everyone to pay for 
the water they use.  72% of unmetered customers agreed that a meter was the fairest 
way to charge.88    

 
3.158 Overall, 69% of customers said they would like to receive more information about their 

water use.  The desire for more information varied by age.  78.4% of 18-25 year olds 
wanted more information, and the interest then decreased with age.89  

 
3.159 Customers were ask whether, during a compulsory metering programme, should 

everyone should have a meter or should they only be installed in areas where water is in 
short supply.  77% of customers said everyone should have one.  14% thought they 
should only be compulsorily installed in areas of short supply.  9% of customers did not 
know.90   

 
3.160 67% of customers would like Affinity Water to introduce a charging system that rewards 

customers according to how careful they were with their water. 87% of customers said 
they would use water saving devices if Affinity Water supplied them, and 72% would like 
the company to offer discounted water efficient white goods.91  

 
3.161 75% of respondents would like Affinity Water to increase the rate at which leaks are 

fixed.  However, 69% would not be willing to pay more to achieve this.92    
 
3.162 Customers were reluctant to pay more to avoid harm to the environment: only 23% were 

willing to pay more, while 59% would not pay more and 18% did not know.93  
 
Panel Survey 3: Testing to support the proposal to include environmental measures within the 

four proposed outcomes 
 
3.163 443 respondents were asked for views on seven questions.94  Affinity Water advised that 

the outcomes were statistical significant, but they only used the figures as indicative of 
the views of all customers taken together, as the respondents were not as 
representative across the regions as they wished.  

 
3.164 Respondents were asked how they believed Affinity Water manages its environmental 

impacts.  49% of customers said they did not know. 34% of customers believed the 
company did so as part of its day-to-day activities and 17% believed it acted only when 
there is a local issue.  When asked how should the company manage its environmental 
impacts, the overwhelming response (80%) was that they should do so as part of its 
day-to-day activities.95  

 
3.165 The CCG believes this outcome supports Affinity Wat er’s decision not to have a 

fifth expectation on the environment.  Customers th ink environmental matters 
should be part of the company’s day-to-day work.   However, we noted that the 
company expanded its first expectation to make the environmental aspect 
explicit: “Making sure our customers have enough wa ter, whilst leaving more 
water in the environment.”  Affinity Water also cha nged its proposed 
environmental measures after getting its customers’  views.  

 

                                                      
88 Panel survey findings, figure 3.4 on page 21 and figure 3.5 on page 22 
89 Panel survey findings, figure 3.8, page 25 
90 Panel survey findings, figure 3.9, page 26 
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3.166 86% of respondents believed Affinity Water should take action to reduce its 
environmental impact where it was cost effective.  65% felt the company should invest to 
protect the environment or a community even if in the short term it would cost the 
business more.96  

 
3.167 Only 31% of respondents believed the company should only invest the minimum amount 

legally required in order to protect the environment.  87% of respondents wanted Affinity 
Water to invest to enhance or improve local natural resources.97   

 
Panel Survey 4: Leakage 
 
3.168 519 responses were received, and they correlated well against Affinity Water’s 

population profile by Water Resource Zones and Mosaic classifications.  47% of 
respondents were unmetered, 50% were metered and 3% did not know.98  

 
3.169 Respondents were told about Affinity Water’s approach to fixing leaks, and asked 

whether the company managed leaks appropriately.  78% said “yes,” 9% said “no,” and 
13% did not know.  66% of customers wanted the company to report how much water 
was lost through leakage.99   

 
3.170 Respondents were provided with a brief description of leakage and about setting targets 

for leakage reduction based on the economic level of leakage.  Customers were told that 
on average Affinity repaired leaks around five days after they were found or notified to 
the company.  50% of respondents believed the company should respond more quickly, 
while 45% thought that was about right.  41% of respondents thought the company 
should spend money to reduce leakage further, going beyond the economic level of 
leakage.  76% of respondents though Affinity Water should respond to leaks faster in a 
drought.100  

 
3.171 65% of customers knew they were responsible for their supply pipe.  31% said they did 

not know this and 5% were unsure.  The percentage of respondents who knew they 
were responsible for their supply pipe rose in proportion with age, from 38% of the 18-25 
year olds to 84% of those aged over 66.101   

 
3.172 76% of respondents believed metering would encourage householders to take 

responsibility for their own leakage.  13% did not agree, and 11% did not know.102   
 
3.173 74% of respondents were in favour of Affinity Water taking over responsibility for their 

supply pipes in exchange for a bill increase of £4 to £6 per year.  10% were opposed, 
and 15% did not know.103  

 
3.174 Respondents were told that very cold winters and long dry summers increased leaks 

and make it more difficult for Affinity Water to achieve an agreed leakage target. The 
company proposed to vary the targets depending on conditions.  55% of customers 
thought the company should set a target that is achieved most of the time and is the 
most economic.  8% of customers thought a target should be set and not exceeded, 
even if it was more expensive.  In the event the target was not achieved in a given year, 
58% of customers thought the company should achieve the target the following year at 
no extra cost to the customer.104  

 

                                                      
96 Panel survey findings, figure 4.3 on page 45 and figure 4.4 on page 46 
97 Panel survey findings, figure 4.5, page 48 
98 Panel survey findings, page 50, figure 5.3 on page 52 
99 Panel survey findings, page 53, figure 5.4 on page 54 and figure 5.6 on page 55 
100 Panel survey findings, figure 5.7 on page 58, figure 5.8 on page 59 and figure 5.9 on page 60 
101 Panel survey findings, figure 5.13 on page 64 
102 Panel survey findings, figure 5.15 on page 66 
103 Panel survey findings, figure 5.16 on page 67 
104 Panel survey findings, figure 5.17 on page 68 and figure 5.18 on page 69 
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3.175 The CCG noted that qualitative surveys as well as t he statistically significant 
study all showed that customers feel strongly about  leakage.   We believe this 
research supported the company’s decision to seek t o reduce leakage faster than 
would be justified solely by SELL.  The CCG believe  this approach to leakage 
reduction is important to provide legitimacy to the  introduction of compulsory 
metering, as customers do not believe they should r educe their water use when 
the company loses so much water through leakage. 

 
Panel Survey 5: Resilience 
 
3.176 The 509 respondents correlated well with the demographics of the Water Resource 

Zones and Mosaic classifications.  49% were metered, 47% were not, and 4% did not 
know.105   

 
3.177 89% (sic) of customers were concerned when they see or hear about water courses 

drying up.  12% of respondents were not concerned.106  
 
3.178 72% of respondents agreed that Affinity Water should reduce abstraction if this 

increases the likelihood of rivers drying up.  13% thought abstraction should not be 
reduced, as water supply is more important.  15% did not know.107  

 
3.179 87% of customers were prepared to pay extra to reduce abstraction.  14% thought the 

environment should not be protected if this would result in higher bills.  Amongst those 
willing to pay more, the amount respondents were willing to pay varied.108   

 
3.180 87% of respondents agreed that Affinity Water should invest to improve resilience to 

severe drought, and 64% were willing to pay £2.00 more.  36% were not willing to pay, 
even if they wanted less frequent restrictions.  9% wanted to have enough water all the 
time and were prepared to pay any price.109  

 
3.181 Only 17% of customers thought Affinity Water should never resume abstractions, even 

in an emergency, as the environment should always be protected.110  
 
3.182 72% of respondents were prepared to accept the inconvenience of a hosepipe ban 

every ten years.  15% would accept the inconvenience even more frequently.111   
 
Panel Survey 6: Social Tariffs 
 
3.183 Affinity Water planned to introduce a social tariff in the last year of the current price 

review period, in part to help vulnerable and low-income households, in part to support 
the anticipated rollout of universal metering in the next two price review periods.  Thus 
social tariffs are not actually part of the PR14 process.  However, because the 
introduction of social tariffs will impact customers’ bills in PR14, we include here some of 
the key outcomes from the statistically significant study. 

 
3.184 Only a minority of customers supported the principle that Affinity Water should introduce 

a social tariff to provide a reduced bill to customers who are struggling to pay for water: 
45% either strongly supported or somewhat supported the principle.   Another 19% of 
customers did not mind.112   

 

                                                      
105 Panel survey findings, page 74, figure 6.3 on page 76 
106 Panel survey findings, figure 6.4, page 78 
107 Panel survey findings, figure 6.5, page 78 
108 Panel survey findings, figure 6.6, page 79 
109 Panel survey findings, figure 6.10, page 84 
110 Panel survey findings, figure 6.11, page 85 
111 Panel survey findings, figure 6.12, page 86 
112 Panel survey findings, figure 7.5, page 94 
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3.185 Further, customers were not keen to have their bills increased, or increased by much, to 
deliver the social tariff.  31% of customers would pay an additional £2.50 - £3.00 charge 
on their annual bill to support a social tariff; another 23% did not mind and 43% opposed 
to some degree.  When the bill increase dropped to £1.00 - £1.50, those who would 
support this or did not mind rose to 68%, while 31% were still opposed.113  

 
Panel Survey: Let’s Talk Water  
 
3.186 Affinity Water commissioned a survey of 507 panel members that matched the 

population profile by Mosaic group. 53% of respondents had a meter and 47% did not.  
85% had a garden.114  

 
3.187 Some of the key findings were as follows: 
 

• 96% of those with a meter agreed that a water meter is the fairest way to 
charge, while 69% of those without a meter agreed.115  

• 50% of those without a meter would be unwilling to have one fitted.116  
• 67% of customers felt that they paid abut the right amount for water.  72% of 

metered customers agreed, while 62% of unmetered customers agreed.117   
• 88% of customers wanted Affinity Water to fix all leaks, even if it costs more 

than the value of the water lost.118  
• 29% of respondents thought Affinity Water should place a high priority on 

reducing the amount of water taken from underground sources to leave more 
water for rivers. A further 63% thought this should have a medium priority.119   

 
3.188 The CCG believes these outcomes support Affinity Wa ter’s plan to reduce the rate 

of leakage beyond that justified by SELL.  To gain customers’ support for the 
introduction of universal metering, it is important  that the company is seen to be 
addressing customers’ concerns about leakage. 

 
3.189  This survey also found customers tended to be unwilling to pay more for water today to 

avoid significant bill increases for future generations.  45% of customers disagreed to 
some extent, 30% neither agreed nor disagreed while 24% agreed to some extent.120   

 
  

                                                      
113 Panel survey findings, figures 7.6 on page 95 and figure 7.10 on page 99 
114 Let’s Talk Water consultation, figure 2.3 on page 22 and figure 3.17 on page 33 
115 Let’s Talk Water consultation, page 25 
116 Let’s Talk Water consultation, figure 3.7, page 26 
117 Let’s Talk Water consultation, figure 3.21 on page 35, page 36 
118 Let’s Talk Water consultation, figure 3.9, page 27 
119 Let’s Talk Water consultation, figure 3.15, page 32 
120 Let’s Talk Water consultation, figure 3.22, page 36 
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Phase 3: Revisiting and Assuring 
 

Bill Acceptability, phase 2: Testing £1.80 increase 
 
3.190 The CCG were given access to the final draft questionnaire for the on-line survey of bill 

acceptability, phase 2.  The CCG Chair provided his comments. 
 
3.191 The earlier phase 1 study showed that 91% of customers thought a £2.50 reduction or a 

£3.70 increase were acceptable or very acceptable. 
 
3.192 In order to conduct the phase 2 bill acceptability, at the Board meeting on 8 October 

2013, the Board decided that the Business Plan would not result in a real increase of 
more £1.80.  Although Affinity Water had not arrived at the final Business Plan, the 
acceptability testing was undertaken using this figure. 

 
3.193    For the phase 2 study, 813 household customers and 418 business customers were 

surveyed.  The household customers surveyed were representative by gender, age and 
socio-economic group.  68% of customers were metered and 29% were not.121 

 
3.194   The results were that 87% of respondents said the proposed price increase of £1.80 was 

acceptable or very acceptable.122  
 
3.195   An analysis of the results showed that acceptability varied amongst socio-economic 

groups: 
 

AB  92% 
C1 85% 
C2 83% 
DE 84%.123 

 
3.196   There were also regional variances in customers’ views on the acceptability of a £1.80 

price increase: 
 

Central Region  90% 
East Region  86% 
South East Region 80%.124 

 
 3.197  The proposed bill increase to pay for the Thames Tideway Tunnel had a profound 

negative impact on total bill acceptability.125 
 
3.198 At the time we finalised our report, we did not kno w how the company would 

phase the introduction of any price increase.  We a re concerned that the phasing 
might adversely affect the bill acceptability to cu stomers. 

  
3.199 The CCG also noted that in the phase 1 study, dissa tisfied business customers 

were more likely than dissatisfied domestic custome rs to say this was because 
they received poor value for money. Further, busine sses appear more inclined 
than household customers to favour a slower pace of  investment in order to keep 
bills low. 126   

 

                                                      
121 Acceptability Study Phase 2, Main Study Results, slides 3, 5, 6 and 8  
122 Acceptability Study Phase 2, Main Study Results, slide 18 
123 Acceptability Study Phase 2, Main Study Results, slide 27 
124 Acceptability Study Phase 2, Main Study Results, slide 32 
125 Acceptability Study Phase 2, Main Study Results, slides 43 - 44 
126 Bill acceptability, phase 1: Test of multiple plans, pages 19, 30 
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3.200 The CCG challenged Affinity Water on surveying bill  acceptability using real 
numbers rather than nominal ones.  The company resp onded by providing a 
thoughtful note compiled by an independent consulta nt that concluded that using 
real numbers was the best method.  The note cited a cademic research.  

 
3.201 Nevertheless, the CCG would like to encourage Affin ity Water to ensure that its 

communication activities make it clear to customers  that inflation will impact their 
bills.  

 

Metering Deliberative Forums 
 
3.202 OPM organised two deliberative forums to discuss metering.  The first was in Harlow, 

Essex on 7 October 2013 and the second in Rickmansworth, Hertfordshire on 14 
October 2013.  The CCG Chair and a CCG member observed the meeting in Harlow. 

 
3.203 Each deliberative forum had about 35 customers, about 75% of whom were unmetered.  

Participants broadly reflected the population (as recorded in the census) of the location 
where the events were held.127  The forums lasted two hours.  Attendees were given a 
thank you payment of £50. 

 
3.204 In its report, OPM drew a number of qualitative conclusions from the two events: 
 

• Most people supported metering in principle: paying for what you use is fair. 
 
• Cost was clearly the main influencing factor for how participants felt about 

metering.  People were very aware that there would be winners and losers. 
 
• Many people found it difficult to comment on the pre-installation and installation 

phases as they had many questions they wanted answered first. 
 
• Many customers wanted examples and case studies about the impact having a 

meter would have on different customers’ bills. 
 
• People had mixed views on the proposed social tariff. 
 
• Participants were in favour of the volumetric tariff, particularly the scrapping of 

the standing charge. 
 
• People overwhelmingly thought customers would switch earlier to metering if 

they believed they would save money. 
 
• Throughout the event, participants had many questions they wanted answered. 
 
• OPM concluded that Affinity Water must increase customer awareness and 

understanding about why the metering programme is needed, what it will mean 
in terms of people’s bills and what support will be available.128  

 
3.205 Affinity Water thought the main message from customers was that they had to do a lot 

more to engage effectively with customers.   Amongst other points, the company needed 
to provide hard evidence that introducing meters did reduce water consumption; some 
customers doubted if a 10% reduction in water use could be achieved through metering.  
Affinity Water also needed to tell people what effect metering would have on their bills.  
The company would also have to overcome concerns that metering was really a device 
to enable the company to make more profits. 

 

                                                      
127 Community metering consultation, page 5 
128 Community metering consultation, pages 4 - 5 
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3.206 The CCG agrees with the company that it needs to de vise plans to ensure it takes 
its customers with them during the rollout of compu lsory metering.    

 We recommend that the company begins this communica tion programme as early 
as possible in order to get maximum cooperation fro m customers.  

 

Vulnerable customers focus groups 
 
3.207 The two main studies that generated statistically significant results ensured the surveyed 

customers matched the demographics of the 2011 census data by age, gender, 
employment, education and income.  It follows that vulnerable customers were surveyed 
proportionally, but their views could not be extracted for separate consideration. 

 
3.208 The CCG thought that the online panels were approp riate for getting statistically 

significant results, but we were concerned that Aff inity Water had not undertaken 
research targeting vulnerable customers.  Therefore , we were pleased when the 
company commissioned qualitative research focused o n these groups. 

 
3.209 To gain an understanding of the issues impacting vulnerable customers, Affinity Water 

commissioned two additional pieces of research. 
 
3.210 First, a telephone survey was conducted with seven organisations that work with 

vulnerable people to get their insight into their experience of working with Affinity Water 
on their clients’ behalf.   None of the people interviewed had heard any direct feedback 
about Affinity Water from the people they support.  When they heard complaints about 
water bills, the most common concern was that the bill had been unexpected, arriving on 
an unusual date or containing a higher than expected charge.  The interviewees 
explained that the rising cost of living was making life increasingly hard for those on low 
incomes.  The interviewees welcomed Affinity Water’s proposal to introduce a social 
tariff, and had a number of practical suggestions on how it might be successfully rolled 
out.129 

 
3.211 Second, ICS organised six focus group sessions, each targeting a specific type of 

vulnerable group:  
 

• long-term unemployed  
• low-income larger families  
• urban state pensioners 
• rural or isolated state pensioners 
• people with disabilities and  
• members of minority ethnic groups.   

 
 The focus groups were for people with low incomes, except for the meeting of the 

people with disabilities, who had broader income levels. 
 
3.212 Each focus group had about ten participants and lasted two hours.  All participants were 

Affinity Water customers. Each group included metered and unmetered customers.  With 
the exception of the people with disabilities, all participants were classified as social 
grades D (working class) and E (non-working).  All participants received a thank you 
payment of £40. 

                                                      
129 Research with vulnerable groups, findings from interviews with stakeholders, pages 5 – 13 
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3.213 Some common themes emerged across all the focus groups: 
 

• Awareness of the Water Sure offer was very low. 
• The vast majority felt that the proposed £3.70 price increase was reasonable.  
• Participants wanted Affinity Water to work collaboratively with partners and to 

develop more channels to provide support and advice to vulnerable customers. 
• There was a high level of concern about the increasing cost of living. 
• Customers who were struggling to pay their bills on time valued Affinity Water’s 

flexible payment plans. 
• All groups wanted more support with achieving greater water efficiency. 
• Many groups did not like to use an 0845 number, like Affinity Water offered, and 

many requested that the company set up a free phone line. 130 
 
3.214 There were some differences between the groups: 
 

• Many of the long-term unemployed suspected that Affinity Water would break its 
promise and raise their bills by more than £3.70.  They also felt the social tariff 
should be funded from the company’s profits, rather than by customers. 

• State pensioners in rural or isolated areas noted that poor mobility can make 
achieving water savings more difficult. 

• Urban state pensioners were particularly focused on Affinity Water doing more 
outreach to vulnerable older customers. 

• None of the people with disabilities drank tap water because it was cloudy and 
the taste was not liked.  They also found the proposed £3.70 price increase less 
acceptable than the other groups. 

• Some members for minority ethnic groups had difficulty understanding their bills.  
Some recent immigrants did not understand how the water industry works in the 
UK.131  
 

                                                      
130 Vulnerable customer focus groups, pages 2 – 3 
131 Vulnerable customer focus groups, pages 3 - 4 



 57

Business Plan 
 
3.215 This report and the CCG’s conclusions are based on the draft Business Plan prepared 

for the Affinity Water Board meeting on 20 November 2013.  Any material changes after 
that date were not examined by the CCG due to a lack of time.  These late changes are 
highlighted in the Executive Summary, but not anywhere else in this report. 

 
3.216 The key elements of the Business Plan are noted here.  

 
• By 2020 the average bill will not increase by more than the rate of inflation, so 

customers will have no increase in real terms. 
• Affinity Water will introduce compulsory universal meeting in six Water Resource 

Zones (WRZ).  The introduction of metering will prioritise areas with the greatest 
need to reduce abstraction.  This will be achieved over seven years, as follows: 

 
o Colne (WRZ 2) 76,000 meters in 2015-16 
o Stort (WRZ 5) 41,000 meters in 2016-17 
o Lee (WRZ 3) 107,000 meters in 2017-18 
o Misbourne (WRZ 1) 56,000 meters in 2018-19 
o Wey (WRZ 6) 80,000 meters in 2020-21 
o Pinn (WRZ 4) 164,000 meters in 2021-22. 

 
• Between 2015 and 2020, Affinity Water will consider developing a solely 

volumetric tariff, shifting a larger proportion of the total bill to the variable charge, 
to reward more fully customers who reduce water usage. 

• By 2020, Affinity Water is planning to reduce leakage by 15% (27.0 Ml/d). 
• The company is planning to reduce the level of individual consumption by at 

least 10% (11.5 Ml/d).  
• The company will reduce abstractions by 42 Ml/d. 

 
3.217 During our meetings, Affinity Water explained to the CCG how it endeavours to keep its 

debts in check.  The company believes the main contributor to rising debt is a mobile 
population, many of which are “won’t pay” rather than “can’t pay.” 

 
3.218 The CCG would like to encourage the company to cont inue its efforts to collect 

outstanding debt.  While shareholders take the cons equences during a price 
review period, in future periods the customers who pay are in effect paying for 
those who do not.   We encourage Affinity Water to do everything reasonable to 
keep a lid on debt. 

  
3.219 The CCG noted that “Investing for your community” i ncluded a very clear 

breakdown of where customers’ money was spent.  “Ou r Business Plan 
Consultation” very clearly reported on  

 
• the company’s performance to date 
• the financial consequences of proposed outcomes of three alternative 

business plans and 
• explicitly stated the assumed cost of finance.  

  
The CCG believes this is a transparent, honest appr oach to engaging with 
customers on financial and operational matters, and  would like to encourage 
Affinity Water to build on this work when planning future customer engagement. 
 

3.220 The CCG notes and commends that some of this infor mation is included in the 
draft summary of the final business plan for custom ers that is currently in 
preparation.  CCG members have had sight of this an d have provided individual 
feedback but it arrived too late for a collegiate d iscussion/view . 
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Last three meetings with the Affinity Water Board 
 
3.221 On 18 September 2013, we invited three Affinity Water non-executive Board members 

to attend the morning session of our CCG meeting.  Accordingly, the Affinity Water Chair 
(Dr Phil Nolan), an independent non-executive (Fiona Woolf) and one shareholder non-
executive (Kenton Bradbury) joined us for several hours.  In preparation for the meeting, 
the CCG Chair had distributed in advance a presentation listing the 13 matters which the 
CCG and the statutory bodies considered to be most important points about Affinity 
Water’s proposed Business Plan.  This was followed by an open discussion and a good 
exchange of views. 

 
3.222 On 23 October 2013, the CCG Chair attended the Affinity Water Board meeting, 

updated them on our progress and advised on the four matters we thought should 
concern the Board: 

  
• Cost of capital 
• Proposing an above inflation price increase 
• Eligibility criteria for social tariffs and 
• Environment Agency’s concerns. 

 
This was followed by a frank discussion around the issues the CCG Chair raised. 
 

3.223 On 20 November 2013, the CCG Chair attended the Affinity Water Board meeting to 
present a final draft of the CCG Report, before submitting it to Ofwat for its 
consideration. 
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Chapter 4 – Themes 

Overview 
 
4.1 To support our review of Affinity Water’s customer engagement program, the Customer 

Challenge Group (CCG) examined in depth a number of key, cross-cutting themes: 
 

• Investment options, Willingness to Pay and bill acceptability 
• Social Tariffs 
• Debt 
• Leakage 
• Metering. 

 
4.2 The iterative process of challenging was documented through a Challenge Record.  A 

Challenge Record was initiated by the CCG with a written request in a structured form.  
In each Challenge Record, the CCG described the challenge, our expectations of what 
the reply should address and highlighted specific points Affinity Water should comment 
on.  Affinity Water replied in writing and in presentations to CCG meetings.  Through an 
iterative process, the CCG responded and Affinity Water refined its views.  The final 
product was a Challenge Record that described the iterative process and Affinity Water’s 
final view.  The presentations made to the CCG meetings were attached to the 
Challenge Record as appendices.  

 
4.3 Social tariffs were originally combined with debt as a single challenge.  As social tariffs 

has become a more important topic and as it is not strictly part of the PR14 process, it 
has been separated from debt and reported on separately in this chapter.   Accordingly, 
there is no separate Challenge Record on social tariffs in the appendices. 

 
4.4 All the Challenge Records are attached to this CCG Report as appendices.  Their main 

function is to evidence the depth of the challenge and to enable Ofwat to scrutinize an 
issue in detail, should they wish to do so. 

 
4.5 The Challenge Records and the CCG’s views are summarized in this chapter. 
 

Investment options, Willingness to Pay and bill acceptability 
 
4.6 The CCG articulated this challenge as follows: 
 

How will Affinity Water consult with domestic and commercial 
customers to determine their preferences and willingness to pay for 
alternative investment options and/or possible service enhancements?  
How will Affinity Water determine their customers’ acceptability of 
proposed bill levels including their overall water and sewerage bill in the 
period 2015 – 2020? 

 
4.7 The challenge was underpinned by five expectations and a list of thirteen specific points 

the CCG wished to see explained. 
 
4.8 Affinity Water addressed this challenge through a series of presentations made to the 

CCG during 2013.   A conclusive, 25-page response was provided to the CCG meeting 
on 18 September 2013.  The report provided Affinity Water’s response to all five 
expectations and the thirteen specific points raised by the CCG.  

 
4.9 Some of Affinity Water’s key responses are extracted for reporting here. 
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4.10 Affinity Water provided a summary of the consultation process they used to determine 

its customers’ preferences.   These included a range of qualitative and quantitative 
research taking into account guidance from UKWIR, CCWater and Ofwat.   To 
ensure the quantitative research surveys were representative, the sampled household 
customers matched the 2011 census data while the sampled business customers 
matched the industrial classification based on ONS data.  Affinity Water also explained 
how they used an optimisation tool to translate customer preferences  and customer 
acceptability into an overall investment programme. 

 
4.11  The CCG said they expected Affinity Water to be transparent with customers about 
 key financial assumptions such as cost of capital.  On page 9 of the Business Plan 
 consultation document, Affinity Water explicitly explained to customers that that they 
 had “assumed an industry cost of finance in the region of 4.5% real, pre-tax debt and 
 post-tax equity basis.” 
 
4.12 The CCG asked Affinity Water to demonstrate how it engaged with customers who are 

reliant on a constant and consistent source of water.  Affinity Water explained that this 
would be addressed through phase 2 bill acceptability testing, rather than in this 
response to the Challenge Record. 

 
4.13 The CGG wanted to know how Affinity Water would provide the cost savings from 

unification to customers in the East and Southeast Regions.  Affinity Water explained 
that the cost savings and efficiencies from unification would be returned to customers in 
these two regions “through the adoption of the average cost to serve price control…. 
The lower unified cost to serve will more than offset the efficiencies of £900k identified at 
the time of unification.”  This had been agreed with Ofwat in 2011 when unification was 
considered. 

 

Social Tariffs 
 
4.14 Social tariffs do not form part of the price review process. 
 
4.15 Nevertheless, the CCG has engaged with Affinity Water on this topic, in part because of 

the focus Ofwat has given it, in part because ultimately the cost will impact on 
customers’ bills. 

 
4.16 Affinity Water advised us that they had noted the guidance Ofwat provided in 2012 

about how a social tariff might be structured and what level of cross subsidy would be 
appropriate. 

 
4.17 In preparing its proposed social tariff, Affinity Water surveyed its customers.  It also 

consulted with Ofwat, CCWater, the CCG Chair, the Managing Director of Charis Grants 
(who is also a CCG member) as well as various organizations that support vulnerable 
and low-income people. 

 
4.18 The customer survey showed the following: 
 

• 81% of customers support or accept that the company should assist customers 
in difficulty 

• 63% support or accept the principles of a social tariff 
• 68% of customers support or accept that their bills could increase by £1 to £3 

per year to support the costs of a social tariff. 
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4.19 The company advised us that, subject to receiving approval from Ofwat, it planned to 

introduce a social tariff in 2014/15, possibly on a trial basis in one region.   The proposal 
is to offer the social tariff to households whose annual income is less than £15,860 
and/or who receive some welfare support.  The offer will be a fixed flat rate bill of £95.80 
per year.  This is the company’s lowest tariff available to customers, the Assessed 
Household Charge for the single Occupier.   Affinity Water said this fee represents about 
a 40% discount off the average customer’s bill.   Customers on the social tariff will have 
the water available at this rate capped at 150% of average household consumption. 

 
4.20 The company believes that 30,000 of its customers might be eligible for the social tariff.  

Debt 
 
4.21 Through this Challenge Record, the CCG wanted to understand 
 

• how current and future levels of debt would impact on customers’ bills 
• how did Affinity Water plan to reduce debt levels and  
• whether the company planned to introduce measures like social tariffs to 

 address affordability issues.   
 

The CCG had a specific concern about whether debt management practices meant that 
some customers were cross subsidizing others. 

 
Impact of debt on bills 
 
4.22 Affinity Water advised that for all three regions the level of debt has risen over the last five 

years, in absolute amounts and as a percentage of revenue.  In 2011/12 debt was fairly 
consistent across all three regions at 19% to 20% of revenue. 

 
4.23 The company does not forecast future debt levels.  As part of the PR14 process, Affinity 

Water will need to forecast the amount of bad debt to write off in order to estimate the 
operating expenditure in its Business Plan.  

 
4.24 As a generality, higher debt levels lead to higher bad debt charges that eventually result in 

higher bills for customers.  Because of the way the price review process works, 
fluctuations in debt levels will not have any impact on customers’ bills in the current five-
year price review period.  It may well impact bills in future price review periods.  However, 
in the short term, increases in bad debt changes are met by investors and not by 
customers. 

 
Efforts to reduce bad debt 
 
4.25 Across the company, Affinity Water has tried to adopt consistent best practice.  Since 

disconnections were banned in 1999, bad debt has been a problem for the whole industry.  
In response, a “Water UK Debt Good Practice Network” was established, and Affinity 
Water is an active participant.   

 
Social tariffs and affordability 
 
4.26 Ofwat define water and sewerage bills as difficult to afford if they constitute more than 3% 

of household income after housing costs.  By this definition, 17% of Affinity Water’s 
domestic customers have affordability problems.  Affordability risks are concentrated 
amongst households with a single adult, whether with or without children, whether working 
age or a pensioner. 

 
4.27 Affinity Water are considering introducing a social tariff to try to alleviate affordability risks.  

The proposed social tariff is described earlier in this chapter. 
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4.28 Affinity Water plan to take affordability issues into account in any proposal for metering.  
In its experience, educating customers is the key to promoting water efficiency.  The 
company believes it must become more innovative to overcome customer apathy on this 
topic. 

 
Cross-subsidy 
 
4.29 For customers with measured charges, because Affinity Water uses a simple measured 

tariff structure in a region, they have a uniform distribution of recovery costs of bad debt.  
This applies whether customers are business or domestic customers, rural or urban, 
single or multiple occupiers.  As a result it is not possible to say, with certainty, that one 
group of customers subsidise more than any other. 

 
4.30 For customers on the unmeasured rateable value system, customers on higher rated 

properties pay more than those on lower rated properties, so one could argue that there is 
a general cross-subsidy for occupiers of larger properties towards those in smaller homes. 

 
4.31 Affinity Water can treat business customers differently than domestic customers.  They 

can demand deposits, collect bills more frequently and, if necessary, cut off the customer.  
As a result, business customers have lower debt than domestic customers.  This leads 
Affinity Water to conclude that there is a tendency for business customers to cross-
subsidise the bad debts of households. 

 
4.32 The CCG accepts the company’s explanation that mobi le populations who “won’t 

pay” cause the main difficulty with debt.  In princ iple, low-income customers with 
affordability issues can be helped effectively thro ugh social tariffs, grants and 
favourable payment arrangements .  In the CCG’s opinion, Affinity Water needs to 
continue to try to distinguish between those who “w on’t pay” and those who “can’t 
pay,” and to focus its debt recovery efforts on the  “won’t pay” customers.   

 
4.33 The CCG is concerned about the impact that sewerage  bills may have on debt for 

those customers receiving wastewater services from Thames Water.  The proposed 
increases in wastewater bills to pay for the Thames  Tideway Tunnel may make 
combined water and sewerage bills unaffordable for more low-income customers.  
Ultimately, Affinity Water may have to decide wheth er the income from billing 
wastewater services on behalf of Thames Water is wo rth the consequential 
deterioration in customers willingness to pay and a  probably rise in bad debt.   

 
4.34 The CCG has suggested that Affinity Water might fin d it useful to ask its customers 

for their views on this issue, for example, whether  they would find it acceptable to 
change to separate bills for water and sewerage.   

 

Leakage 
 
4.35 The CCG noted that Ofwat had asked water and sewerage companies to make a step-

change in their approach to leakage.  Ofwat was motivated in part by its belief that 
customers were reluctant to be more water efficient when they perceived that large 
amounts of water were lost through leakage. In addition, anecdotal evidence suggested 
that customers did not accept the economic cost of leakage rationale.132  

 
4.36 The CCG expected Affinity Water to devise a strategy for addressing leakage that would 

be acceptable to both its customers and to the statutory bodies.  In support of our 
challenge, we asked Affinity Water to reply to five specific points that we raised. 

                                                      
132 Ofwat breakfast briefing 05 November 2012 
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4.37 In its response, Affinity Water explained that leakage reduction was an integral 

component of the strategy for meeting the outcome of making sure that its customers had 
enough water.  Therefore, the company was not proposing to develop a separate strategy 
for leakage.        

 
4.38 In the draft Water Resources Management Plan, Affinity Water explained how they 

planned to meet the outcome of ensuring customers have enough water over the next 25 
years.  The plan included a balanced range of options, including reducing leakage across 
most of the water resource zones. 

 
4.39 In the five years from 2015 to 2020, Affinity Water intended to save 20 Ml/d in leakage at 

a cost of £11.3 million.  This represents 24% of the 82 Ml/d improvements in water supply 
proposed during this period, where the biggest change is 36 Ml/d of demand reductions 
from compulsory metering in five water resource zones.  [Note: subsequent to this 
response, the Affinity Water Board changed its investment plans so that metering would 
be introduced in four zones, rather than five zones, during 2015-2020.] 

 
4.40 Affinity Water said they recognised the significance of customers’ views on leakage, and 

its communications programmes would include a clear commitment to reducing leakage, 
in part to help win its customers’ support for the company’s overall strategy and priorities.    

 
4.41 The company had also put in place new monitoring systems to improve its understanding 

of the true costs when they operate at lower levels of leakage.  This will enable Affinity 
Water to clearly compare costs of leakage reductions with other supply and demand 
options before making any decisions to reduce leakage below 20 Ml/d. 

 
4.42 Affinity Water is planning on setting targets for leakage levels over the next 15 years that 

are lower than the Sustainable Economic Level of Leakage (SELL). 
 
4.43 The company also believes it needs to adopt a flexible approach to leakage, controlling 

leakage to much lower levels during benign weather periods and in drought conditions.  In 
both cases leakage reductions may be sub-economic. This approach may also conflict 
with DEFRA’s aspiration that leakage should not rise.  However, the company believes 
this flexible approach is essential if the company is to be as efficient as possible. 

 
4.44 Affinity Water plans to consult with customers on its proposed approach to leakage 

reductions, possible targets and the impact on customers’ bills. 
 
4.45 The company said it would also consider what support to offer customers on supply pipe 

leakage as part of the programme of compulsory metering. 
 
4.46 Finally, Affinity Water is considering including leakage as one of the core measures of 

success of meeting the outcome of making sure its customers have enough water.  The 
company’s performance could be reported monthly on its web site to keep customers 
informed of its progress.  

 

Metering 
 
4.47 The challenge the CCG made to Affinity Water was as follows: 
 

Affinity Water has a working hypothesis that customers support universal 
metering.  This view is an outcome from the qualitative work in focus 
groups, environmental forums and deliberative workshops.  It is not yet 
substantiated by robust quantitative research.   

 
4.48 We set a number of expectations around the areas we expected Affinity Water to cover 

in its reply; further, we asked for the company to address a number of specific points 
that concerned us. 
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4.49 At the outset, Affinity Water stressed that metering was a key component within a range 

of coherent measures to target demand reduction.  This is required to deliver the 
company’s first expectation, “Making sure our customers have enough water, whilst 
leaving more water in the environment.”  

 
4.50 The challenges Affinity Water faces include supplying water to 3.5 million people in 

areas that are subject to serious water stress, and whose population is forecast to grow 
by 15% over the next 25 years.  Further, the company’s customers have one of the 
highest rates of water use in England and Wales. 

 
4.51 The company believes it has to persuade customers to use water more efficiently.  A 

key component of the plan to get customers to change their behaviour is to introduce 
metering so the company can charge customers for the water they use.   

 
4.52  The universal metering programme will result in 90% meter penetration in the Central 

Region by 2022.  In the first five years, the programme will target the four Water 
Resource Zones where there is the greatest need to reduce demand in order to alleviate 
the imbalance with the water supply.  The company plans to install 280,000 meters at a 
cost of £xxxx to achieve a reduction in demand on 18.4 Ml/d by 2020. 

 
4.53 Affinity Water acknowledges that its initial view that its customers support universal 

metering was based on qualitative research.  However, the company believes its 
preliminary views were later supported by both qualitative and quantitative research 
studies. 

 
4.54 Three panel surveys were used to gather statistically robust data on customers’ views 

on water resources.  Affinity Water highlighted four findings to evidence its customers 
support metering: 

 
• 67% of customers said having a meter installed would be effective in saving 

water133  
• 75% of customers believe a meter is the fairest way for everyone to pay for the 

water they use134 
• 67% of customers support a charging system that rewards customers according 

to how careful they are in their water use135 and 
• 77% of customers believe that if meters are installed on a compulsory basis, 

they should be installed everywhere, and not just in areas where water is in 
short supply.136 

 
4.55 The company also noted that research evidenced that customers prioritized demand 

management options over supply side options and favoured fixing more leaks and 
encouraging more customer efficiency and metering.137 

 
4.56 Further, the second phase of Bill Acceptability research showed that 77% of customers 

supported increased metering, compared to 65% in the first round of Bill Acceptability 
testing.138 

 
4.57 The CCG challenged Affinity Water on its understanding of the motives of customers 

who did not support universal metering, and how it planned to engage with them. 

                                                      
133 Panel survey findings, page 7  
134 Panel survey findings, page 22 
135 Panel survey findings, page 27 
136 Panel survey findings, page 26 
137 PR14 Customer Research, Summary of Findings, Water Resources, page 3   
138 Acceptability Study Phase 2, Main Study Results, slide 51 
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4.58 Affinity Water is of the view that these customers are largely made up of households 

who are unmetered.  To get greater insight into the issues, the company commissioned 
two deliberative forums for customers in Harlow and Rickmansworth in October 2013.   
80% of the participants did not have a meter.  During these sessions, Affinity Water 
described its metering plans, and invited feedback.  From these discussions, the 
company drew several conclusions, including the following: 

 
• Customers became more supportive of metering, once they had an opportunity 

to discuss what was involved 
• Bill impact is the key issue for low and high users of water 
• Trust was an issue, and the company would have to provide assurance that 

metering was really about reducing water usage. 
 

4.59 The CCG challenged the company on how it intended to help customers who might 
have affordability problems. 

 
4.60 Affinity Water noted the CCWater report which concluded that customers in low value 

properties are most likely to face bill increases as a result of introducing universal 
metering.  To address this concern, the company planned to introduce a social tariff in 
addition to retaining its existing WaterSure tariff for vulnerable customers as well as its 
current arrangements for spreading payments over affordable periods for its customers.  

 
4.61 Subject to Ofwat’s approval, Affinity Water plans to trial a new social tariff for 

households whose income is less than £15,860 per year and/or who are in receipt of 
welfare support.  These customers will be offered a fixed flat rate bill of £95.80 per year, 
which the company believes is the equivalent of a 40% discount on the average water 
bill.  Affinity Water believes about 30,000 customers will qualify for this social tariff. 

 
4.62 Affinity Water is also considering introducing a volumetric tariff that has no standing 

charge.  With this structure, customers who reduced their water use would gain more 
financially than under the current charging structure. 

 
4.63 The CCG challenged the company on how it would deliver universal metering. 
 
4.64 The company has explained that its preparations for delivering universal metering are 

well advanced.  Affinity Water plans to launch its communication plan three to six 
months prior to installing a meter, and to use a third party to provide an independent 
view on the benefits to its customers.  Customers will be given a two-year transition to 
adapt to the measured bill. 

 
4.65 In planning its delivery programme, Affinity Water will draw on its own experience in 

rolling out compulsory metering in Folkestone and Dover in 2009, and it has recently 
established contact with Southern Water and South East Water to learn from their 
experience of introducing metering in AMP5. 

 
4.66 The CCG also asked Affinity Water why two Water Resource Zones in the Central 

Region will only be metered in AMP7 (2020 – 2025).   
 
4.67 The company explained that it altered its original goals on universal metering in AMP6 in 

order to ensure bill acceptability. 
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