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Customer priorities and choices for long-term €S

investment and outcomes

Objectives for the the research
SES Water is currently developing and testing its PR24 business plan within the context of their longer-term 25-year
strategic planning.

SES Water has commissioned ICS Consulting to undertake independent customer research to understand customer views
on priorities for investment and improvements in service outcomes over the next 25 years. SES Water wish to understand
customers’ views and priorities for service and performance outcomes and targets, over both 25 years and the next five-year
period to support development of the PR24 business plan and long-term delivery strategy.

The specific objectives for the customer research are:

. Identify customers’ relative priorities for overall water service key outcomes and build understanding of the factors
influencing their preferences

. Focussing on investment areas where customer preferences may have a material impact on SES Water’s investment
plans over the next 25 years, determine customers’ preferred outcomes for each investment area, including the pace
and scale of improvements.

. Understand the factors influencing their choices including the impact of potential bill increases and affordability

. Identify any variances in customer preferences and choices between different groupings (segment) such as age,
location or socio-economic group.




A collaborative, iterative approach to the project ICS\
ensured the research delivers insight to support
both the PR24 business plan and the LTDS

Approach to the research

The project has five phases — scoping and research design, quantitative customer research (survey for household and non-
household customers), analysis and interim reporting to inform ongoing strategic and business planning, qualitative research
and final reporting.

Working with key SES Water colleagues, the project was developed using an iterative approach to focus the customer
engagement activities in the areas where customer evidence can provide the most support or make the most difference to
the PR24 investment plans and longer-term strategic direction.

The customer research concentrates on understanding customer priorities for eleven key service areas which SES Water
considers when developing long-term investment plans and five investment areas where customer preferences may have a
material influence on the business plan. The five investment areas are carbon net zero, environmental improvements, lead,
leakage and smart metering, with investment options selected to test the ambition (scale) of the outcome and/or the pace of
investment as appropriate for each investment area.

Customer views on the research

Respondent views on the survey are positive overall, which is encouraging given the complexity of the subject and length of
survey. 40% of customers found the survey interesting, with only 14% of respondents considering the survey to be fairly or
very difficult to answer.

Customers responded positively to the focus groups, with a high level of engagement and interest in the topic areas.
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The sample provides good representation of the
SES Water household customer base

631 household customers fully completed the survey, with an additional 50 household customers completing the key water
services section.

PY 7% (25%)

(™) 45% (54%) ey Aged 18-34
H 41% (45%) - Women
i London (1) @i @ 60% (52%)
Aged 35-64
59% (55%) ABC1 70% (62%) o
Surrey C2DE 30% (38%) 53% (45%)
. : Men 33% (23%)
Socio-Economic Grou
P % Ages 65+

Key: Sample (target based on SES Water Customer base)

The substantial sample of 631 customers completing the survey is a good representation of the SES Water customer base.
It has a good mix of rural, urban and suburban locations, occupations, and a balance of genders. Younger customers are
under-represented but all findings have been analysed and adjusted for age as appropriate.

Almost a quarter of respondents have children under 18 years living at home with a similar proportion identifying either
themselves or someone in their household as vulnerable. 12% of respondents who were willing to provide data have an
annual household income of less than £16,500.

A further 25 customers took part in four focus group sessions, involving in-depth discussions.




services
Stage 1: Quantitative Research - I CS

Key Findings

High quality water is the highest priority of key
water services

Simple analysis of the results demonstrates that customers overall prioritise high quality drinking water, leakage
reduction and ensuring affordable bills when selecting their top five priorities for key water services.

Helping customers and businesses to reduce their usage, softening the water supply and customer service were
consistently recorded as lower priorities for customers.

1. High quality water that looks, tastes and smells good

2. Reduce the amount of water that is lost through leakage

3. Ensure bills are affordable bills for all

4. Ensure there is enough water to reduce the risk of any restrictions on water use during a drought

5. Maintain existing infrastructure for current and future customers and prevent bursts
6. Improve the environment and have a positive impact on our local area

7= Ensure properties consistently receive good water pressure

7= Prevent interruptions to water supply

9. Continue to provide a high quality service to all our customers

10. Continue to soften the water supply to 80% of our customers

11. Help customers and businesses to reduce their water use



Stage 2: Qualitative Research I CS

Discussions indicate all service areas are important
and linked, particularly to affordability

Customers patrticipating in the focus group sessions largely endorsed the survey findings.

Discussions give insight into the underlying factors influencing customer priorities. Focus group participants consistently link the
different service areas together, often with affordability considerations. For example, an expectation that helping customers
reduce their water usage would be a higher priority arises from participants linking being careful with water and keeping bills
affordable. Unprompted, metering also triggers polarising views based on personal experience and situation, and the potential bill
impacts.

Affordability is flagged by all groups as influencing customers’ priorities. Customers primarily consider affordability in terms of the
impact on them personally rather than the wider community of SES Water’s customer base.

Some participants feel that a customer’s priorities are likely influenced by personal experience of service delivery. Others
consider that the individual’s life stage may be a factor, particularly with respect to improving the environment and affordability.

Presented with SES Water’s recent performance, some customers did not expect per capita consumption in SES Water to be
high compared to other companies. They feel they are careful with water usage whether to reduce waste or cut costs. Customers
feel leakage remains a high priority. Despite SES Water’s good performance customers are still annoyed over wastage. Leakage
also influences their motivation to reduce their own water usage.

Concern about hardness is the highest reported service issue, although 42% of customers surveyed did not report any service
problems over the last 5 years.
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3. Ranking

2. Investment

areas investment I C S
Stage 1: Quantitative Research area

Key findings

Without knowing bill impacts, of the five investment
areas, customers prioritise leakage reduction

Customers rank leakage reduction
as the most important area to
invest.

Which investment area is the most important to invest ~ n=681
in?

Environmental improvements,
based on improvements to the local
area, rank more highly than Carbon
Net Zero, a global environmental
issue.

Leakage 0.84

0.66

Environmental improvements

Lead 2

p |
(o)]

Views on Lead are evenly spread

across the priority order.

Carbon net zero 0.52

Most customers do not prioritise
investing in smart meters. A clear
majority select this as their least
important area.

Smart Metering 0.36

Segmentation analysis shows some differences by age; the older age groups rank leakage reduction higher than the 18-34 years,
who show higher levels of support for smart meters. Overall, this only makes marginal differences to the weighted average for
leakage (reduces to 0.82) and smart metering (increases to 0.38)



4. Bill impacts
‘What if ?’
Stage 1: Quantitative Research ( Al ICS

Key findings

Cost and affordability is the main reason for
customers’ investment choices for all five areas

Leakage reduction

Nearly all customers (91%) feel that investment in leakage reduction over the next 25 years is important, prior to knowing
the potential bill impacts. The strength of support for investment increases with age. 53% do not consider that meeting the
government target to halve leakage by 2050 is acceptable.

91% of customers place leakage as their highest priority for improvements. When customers were presented with the bill
impacts, support reduces to 75% for additional reduction in leakage beyond statutory targets. This support is split regarding
the extent of that reduction between faster (by 2040) or reduce further to 60% by 2050.

The focus groups endorsed these findings for leakage reduction.
Environmental Improvements

71% of customers believe that investment in environmental improvements by SES Water is very or somewhat important,
prior to knowing the potential bill impacts. Support is strongest amongst both age groups over 35 years but lower for the 18-
34 age group.

Overall customers are split 50:50 regarding their awareness of SES Water taking water from underground sources that feed
sensitive habitats to be used in supply. Awareness increases significantly with age, rising to 62% for the over 65 years.

Support for investment in environmental improvements is maintained when presented with the bill impacts. 72% of
customers support environmental improvements beyond statutory requirements, with support strongest for the greatest level
of investment



4. Bill i t
(‘vlvn;T E)f??) ’ | CS\

Stage 1: Quantitative Research

Key findings

For lower priority investment areas, customers
also focus on options that they consider offer a
balanced pragmatic approach

Lead pipe removal

Prior to knowing the potential bill impacts, 76% of customers feel investment in removing lead pipes is very or somewhat
important over the next 25 years. Support was broadly consistent across age, location and socio-economic groups.

Overall, 66% of customers are aware of lead pipes in water supply, but awareness varies with age, falling to only 31% for
the youngest age group (18-34 years).

65% of customers prefer a steady approach to lead pipe replacement over a longer time frame, but do not have a clear
preference for either of the two slower options (maintaining the current approach, or increasing to an additional 250 sites
every 5 years).

Carbon net zero

64% of customers feel investment in meeting carbon net zero is very or somewhat important over the next 25 years. 86% of
customers are aware of the UK Government target to meet carbon net zero by 2050. Awareness amongst customers
increases with age.

78% of customers support reaching net zero by 2050, not earlier, of whom 51% opt for investment that achieves statutory
obligations to meet net zero by 2050 with a further 27% who support net zero by 2050 but with accelerated reduction in
operational emissions by 2030.




4. Bill i t
(‘V:Ih;T Ff??) ’ | CS\

Stage 1: Quantitative Research

Key findings

Customers consistently report that they consider
smart meters a low priority for investment

Smart Metering
Customers’ views on the importance of investing in smart meters are mixed.

79% of customers support replacing meters with smart meters when required with minimal support for any accelerated
replacement of meters. The findings are consistent across different customer groups (age, location and SEG).

When asked about what factors may drive customers’ views, customers cite cost and affordability concerns, low priority for
investment, concerns about smart meters, particularly amongst older customers, and wastage.

To understand barriers to smart meters, the focus groups explored attitudes and perceptions. Participants’ views on smart
meters are more positive than expected but remain mixed. The potential barriers to implementation identified are cost to
install and who funds the meter, consequential potential impact on charging and tariffs, disputed benefits of smart meters in
supporting customers to reduce water usage and save money, security of the technology and understanding the potential for
smart meters to help identify and reduce leakage.




5. Build your
. own bill | CS
Stage 1: Quantitative Research

Customer preferences do not change when
considering the overall bill impact

Less than 5% of respondents made any change Overall plan: Reasons for selecting chosen plan"=44*
to their preferred investment options when

presented with the overall impact of their Value for money [ 2o
investment choices on the average customer

bill. This, together with the consistency in Cheap/Lowest cost/Affordability | N R R -

findings with priorities for investment without o _
: S : : Priority - Envionment | N 1
financial implications, builds confidence that the

research truly reflects customer preferences. overall priority | N 13

Value for money and cost or affordability are Long term planning | o2

stated as the main reason for selecting their

chosen plan by 55% of customers. 21% Priority - Health [l 2%
hlghllghted the environment as a priority for 0% s 10%  15%  20%  25%  30%  35%
their plan.

59% of customers pay more attention to the scenario description than bill impact when making choices. When considering bill
impacts, 51% of customers pay most attention to the total bill impact over 25 years, with 39% focussing on the bill increase in 2030.
The focus changes with age - the younger age group pay more attention to the bill impact over 25 years, with 65+ years
concentrating on impact in the first 5 years (bill impact in 2030).

Focus groups participants endorsed the survey finding that 69% of respondents agreed that water bill increases are acceptable if
financial assistance is available to protect those who need it.




1. Priority 2. Investment .3' AR 4. Bill impacts 5. Build your
investment ,
services areas (‘What if?’) own bill | C S
Stage 1: Quantitative Research <l
2. Investment 3. Bill impacts
1. Priority services areas (‘What if?’) 4. Affordability
Stage 2: Qualitative Research

This comprehensive research programme
provides valuable customer insight to inform
SES Water’s PR24 and long-term planning

This report presents the findings from comprehensive quantitative and qualitative research with SES Water’s household
customers. It explores their priorities and preferences for key service outcomes and the importance of five key investment
areas (carbon net zero, environmental improvements lead, leakage and smart metering) for PR24 and the longer-term,
including their choices for investment in terms of the pace and scale of improvements.

Customers have consistent views between their long-term priorities and the key investment areas, both with and without
knowledge of the bill impacts. Developing understanding during either the survey or focus group session demonstrates that
customers recognise and understand the factors behind the need for investment. They consider both the financial impact
upon themselves and others, as well as the improvements in performance when making their choices.

The consistency in findings, both within the survey responses, and between the quantitative and qualitative research
programmes, builds confidence that the research truly reflects customer preferences. As such the findings are suitable to
inform SES Water as they further develop their PR24 investment plans and the intended direction of travel for their long-

term delivery strategy.

S &se SEse
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Customer research on long-term
priorities, outcomes and choices

Section 1

Introduction

© All Rights Reserved, 2023 Page 14

ICS)



ICS)

Customer priorities and choices for long-term
investment and outcomes

Background to the research

SES Water is currently developing and testing its PR24 business plan which will be submitted to Ofwat in October 2023.
This five-year business plan for the period 2025 to 2030 is developed within the context of their longer-term 25-year
strategic planning.

Ofwat’s guidance on long term delivery strategies (LTDS) requires that ambition and strategy should be informed by
customer engagement. They expect that engagement should support customers to inform the company’s long-term ambition
for PR24 and beyond, including the phasing of key investments, by focusing on areas which customers can give meaningful
input on.

“Challenge should focus on important and material or urgent issues which companies should incorporate into
their strategies. Engagement should support customers to inform the company's long-term ambition and the
phasing of key investments.”

Ofwat’'s PR24 & Beyond: Final Guidance on Long-Term Delivery Strategies

Ofwat's Customer Engagement Policy also recommends that companies’ research programmes should be continual,
including specific and relevant research for informing business plans and long-term delivery strategies, to enable areas of
concern or change to be more easily identified and acted on.

SES Water has commissioned ICS Consulting to undertake independent customer research to understand customer views
on priorities for investment and improvements in service outcomes over the next 25 years, set specifically within the context
of the next business planning period to 2030. This research supports development of the PR24 business plan and long-term
delivery strategy, as part of the SES Water programme of customer research.




ICS)

Customer priorities and choices for long-term
investment and outcomes

Objectives of this research

To further develop its long-term strategy and PR24 business plan, SES Water wish to understand customers’ views and
priorities for service and performance outcomes and targets, over both 25 years and the next five-year period.

The specific objectives for the customer research are:

. Identify customers’ relative priorities for overall water service key outcomes and build understanding of the factors
influencing their preferences

. Focussing on investment areas where customer preferences may have a material impact on SES Water’s investment
plans over the next 25 years, determine customers’ preferred outcomes for each investment area, including the pace
and scale of improvements.

. Understand the factors influencing their choices including the impact of potential bill increases and affordability
. Identify any variances in customer preferences and choices between different groupings (segment) such as age,
location or socio-economic group.

Approach to the research

The project has five phases — scoping and research design, quantitative customer research (survey for household and non-
household customers), analysis and interim reporting to inform ongoing strategic and business planning, qualitative research
and final reporting.




Structure of the report ICS

This report presents the findings from customer research carried out between May and July 2023 and is structured as
follows:

. Executive Summary — Page 2
. Section 1: Introduction — Page 14

. Section 2: Research Process — Page 19
+ Stage 1: Quantitative Research approach — Page 22
+ Stage 2: Qualitative Research approach — Page 29
. Section 3: Service Priorities — Page 35
» Customer views on water usage — Page 48
. Section 4: Investment Areas — Page 55
»  Customer findings: Investment areas without bill impacts — Page 57
»  Customer findings: Investment areas with bill impacts — Page 65
* Leakage reduction — Page 67
*  Environmental Improvements — Page 74
* Lead pipe removal — Page 80
» Carbon Net Zero — Page 86
*  Smart metering — Page 93

. Section 5: Bill impacts and affordability — Page 106

. Section 6: Conclusion — Page 114




ICS)
Report Appendices

. Household customer profile — Appendix A

. Quantitative research materials — Appendix B
. Qualitative research materials — Appendix C
. Qualitative customer profile — Appendix D

. Qualitative topic guide — Appendix E

. Additional information — Appendix F
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Customer research on long-term
priorities, outcomes and choices

Section 2

Research Process
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A collaborative, iterative approach to the project ICS
ensured the research delivers insight to support
both the PR24 business plan and the LTDS

Working with key SES Water colleagues, the project was developed using an iterative approach to focus the customer
engagement activities in the areas where customer evidence can provide the most support or make the most difference to
the PR24 investment plans and longer-term strategic direction.

The project started with a scoping and research design phase, followed by quantitative customer research. Analysis and
interim reporting ensured that the 2" stage of customer research — qualitative focus groups — focussed on the key areas
arising from the quantitative survey results and informed by the ongoing development of the PR24 investment plan.

Scoping and research design

Existing customer evidence, and supporting information such as current service performance, proposed investment plans,
key targets, outcomes and challenges, were reviewed to identify the key areas where choices exist that would benefit from
customer evidence to inform development of the case for investment.

This review identified the scope of the customer research:

Understand customer priorities for eleven key service which SES Water considers when developing long-term
investment plans. This allows customer priorities to be considered when developing the overall PR24 business plan

Five investment areas where customer preferences may have a material influence on the business plan, and which
involve discretionary investment. The five investment areas are carbon net zero, environmental improvements, lead,
leakage and smart metering. The strategic asset planning teams identified the options under consideration for each
investment area, and three or four options were selected to test with customers. The options were selected to test the
ambition (scale) of the outcome and/or the pace of investment as appropriate for each investment area.




Overview of the customer research project on

long-term priorities, outcomes and choices

Scoping & research
design

Identify needs and
requirements

Confirm research
areas where
customer views may
have a material
impact

Design and produce
survey materials

Stage 1 -
Quantitative survey

Household customers
invited to complete
online survey

Ongoing review of
respondents to
identify hard to reach
customers

Field researchers
used to target hard
to reach and
vulnerable
customers and
support them to
complete survey

Non-household
customers invited to
complete online
survey

© All Rights Reserved, 2023

Analysis and interim
reporting

Initial findings from
household
customers shared
with SES Water to
inform ongoing
strategic business
planning

Review of findings
used to identify
research objectives
for Stage 2
research, including
feedback from SES
Water ELT and the
Customer Scrutiny
Panel

Stage 2 — Qualitative
research

Four online focus
groups with
household customers

Research focussed
on the key areas
identified to build

understanding of the

survey results and

factors influencing
customers’ views
and preferences

ICS

Analysis and final
reporting

Consolidation of
guantitative and
gualitative findings

Analysis of
segmentation
between customers
to explore patterns
and weightings

Page 21



Stage 1: Quantitative Research
approach
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The customer research has been designed using
a two-stage approach.

Stage 1 — Quantitative Survey

Stage 1 employs a quantitative approach, using an online customer survey for household and non-household customers.
The online survey allows a suitable sample size to enable us to understand customer preferences, including differences
between different customer groups such as age, location or socio-economic group (SEG).

Prior to launch, the survey and materials were tested through cognitive interviews to ensure customer understanding. Based
on feedback some materials were revised and re-tested. All customers gave positive feedback about the approach,
demonstrating understanding of the materials presented and able to make informed, considered decisions. The survey was
also subject to a soft launch with review after c.100 completions; following review the option to terminate the survey prior to
step two (investment areas) was removed.

Household customers were invited to complete the survey via email. For this type of survey, independent survey panel
providers would typically be used to allow specific sampling targets based on factors such as SEG, and age. Given the size
of the SES customer base, no panel providers were able to meet the required sample size (500 household customers).
Instead, all SES customers who had previously consented to be contacted by email were approached. Individual incentives
were not provided, instead customers were given the option of entering a prize draw. Customers responded positively with a
larger than required sample size achieved.

However, the sample included more older customers and higher SEG, with some targets difficult to achieve. Infield targeting
was adopted to address these gaps; researchers facilitated in-person completion of the survey targeting specific customer
groups including younger age groups, households with children and those with a C2DE socio-economic classification. A
monetary incentive was offered to encourage patrticipation in the fieldwork.




631 household customers fully completed the 1cS)

survey
ﬁ 681 Household customers 631 household customers fully completed the survey
Additional 50 household customers completed the key water services section*
Py 7% (25%)
H 41% (45%) = Women
EH London (1) @i @ 60% (52%)
Aged 35-64
59% (55%) ABC1 70% (62%) [ ]
Surrey C2DE 30% (38%) 53% (45%)
: , Men 33% (23%)
Socio-Economic Grou
P % Ages 65+

ﬂ 9% report restricted mobility
El= or disability f\ ’\

o O o
London Surrey T'n\\ \ 5% report restricted mobility 67% have a water

] 67% ABC1 72% ABC1 or disability in the home meter

1) BiP 33% C2DE 28% C2DE

Key: Sample (target based on SES Water Customer base)
* Data from the respondents who terminated the survey prior to step two (investment areas) has been included in the priorities for key water services section
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The sample provides good representation of the
SES Water household customer base

Household Customers

The substantial sample of 631 customers completing the survey is a good representation of the SES Water customer base.
It has a good mix of rural, urban and suburban locations, occupations, and a balance of genders.

. 81% are homeowners

23% of respondents have children under 18 years living at home
. 23% of respondents identified either themselves or someone in their household was vulnerable
. 12% of respondents who were willing to provide data have an annual household income of less than £16,500

. 14% of respondents who were willing to provide data stated they always or sometimes find it difficult to pay their water
bill

Further information is provided in Appendix A.

Whilst targeted sampling using field researchers addressed some of the observed gaps in sampling from the online survey,
the sample does under-represent the younger age group (18-34 years) and SEG C2DE. All results have been reviewed to
identify any notable differences between customer preferences due to age, socio-economic group (SEG) or location. All
findings are presented are unweighted, but where differences are observed weighted findings to reflect the SES customer
base are also included.




Difficulties were experienced in engaging with
non-household customers for the research

Non-household Customers

The survey was adapted for non-household customers and launched on-line. As for household customers, independent
survey panel providers were not able to meet any sample size, and so the same approach was taken with non-household
customers contacted directly by email and invited to complete the survey. Incentives in the form of a donation to charity were
offered. Unfortunately, the response rate was poor, despite reminders, with only 9 survey completions.

Alternative options were explored by researchers including alternative business data sources (analysis indicated this would
likely yield a further 10 completions at best), or alternative options such as in-depth interviews or focus groups. However, all
options were significant additional cost for very small, un-representative sample sizes.

Given that non-household customers account for ¢.15% of water into supply for SES Water, and other larger water-only
companies also report difficulties in engaging their business customers in meaningful research, the recommendation was
made to stop non-household research for this project.




The Quantitative survey was structured to take
customers through complex topics

The survey was structured to take customers through the key water services that SES Water provides before focussing on
the five investment areas of interest. Background information was provided to build customer understanding through the
survey, with the materials designed to be clear and easy to understand; ‘hover-overs’ were available for those customers
wanting further information. The full survey is included in Appendix B

1. Priority
services

2. Investment
areas

3. Ranking
investment
areas

4. Bill
impacts
(‘What if?’)

5. Build your
own bill

Customers are introduced to 11 key water services that SES Water considers when developing long-term
investment plans. Descriptions are provided for each water service and customers are asked to rank their top
5 of what they believe are the most important or top priority for SES Water to consider.

Customers are taken through 5 different investment areas. They are provided with a description of the issue
and the benefits and disbenefits of the associated investment. Customers are asked a generic question
around the specific area to test understanding and awareness, and then asked to state how important they
believe investment in this area to be.

All' 5 investment areas are shown together, without any financial implications, and customers asked to rank

them in order of priority from their “most important” to invest in to their “least important”.

Customers consider each of the 5 investment areas in turn. They are presented with a series of investment
scenarios, with a description of the proposed investment and outcomes and the associated bill impact for the
years 2030 and 2050 together with a total cost over the 25-year period. Customers are asked to select their
preferred scenario and state why.

Customers are shown their selected scenarios together indicating a combined “bill” detailing the cost impact
of their choices. Customers are asked to review now they can consider the total impact, and to confirm their
choices or make changes if preferred.
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Respondents are positive about the survey
experience

Respondent views on the survey are positive overall, which is encouraging given the complexity of the subject and length of
survey. Only 14% of respondents considered the survey to be fairly or very difficult to answer.

40% of customers found the survey interesting, and 11% educational. For this length of survey individual incentives would typically
be offered, but this approach could not be employed as independent panel providers were not used. Consequently, 33%
considering the survey too long is lower than researchers expected. Less than 8% found it difficult to understand or not credible
giving confidence in the findings.

How easy or difficult was it to answer =631 Do you think this survey was... n=774*
this survey?
Interesting | N N EEEEEE - 0%

Too long I 33

Difficult to understand [l 5%

very easy | EEEEEEEE 2%
Fairly easy - | 29/

Neither easy nor difficult ||| | I 21 Educational [ 11%
Fairly difficult | 12% Unrealistic / not credible || 3%
Very difficult ] 2% Other (please state) [l 4%
Don'’t know / prefer not to say I 1% None of these [l 4%
0% 10% 20% 30% 40% 50% 0% 10% 20% 30% 40% 50%

*multiple responses allowed
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Stage 2: Qualitative Research
approach
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Stage 2 research builds understanding of the ICS
factors driving customer preferences and
choices

Analysis and Interim Reporting

Prior to stage 2 qualitative research, interim findings from the quantitative research were presented to the SES water team,
SES Water Executive Leadership Team (ELT) and SES Water’s Customer Scrutiny Panel (CSP). This enabled customer views
and preferences to be used to inform and support ongoing development of the long-term strategy and PR24 business plan.

Feedback from comprehensive discussions with the ELT and CSP identified those findings that warranted further exploration
with customers during the qualitative playback research and were used to confirm the stage 2 research objectives.

Stage 2 Qualitative Research

A series of four focus group sessions with household customers shared findings from the survey and allowed further
exploration of customer preferences and choices, including the underlying reasons and factors driving views. The agreed
research objectives were to:

. Build understanding of customer priorities, including the relative positions of key service outcomes particularly;
« whether service areas ranked lower are due to current high performance e.g. supply interruptions, low pressure
» understanding customers’ perceptions regarding water availability, efficiency and reductions in usage

. Explore the underlying reasons for customer choices for all investment areas, with specific focus on;
« carbon net zero, concentrating on the operational glidepath for 2030
+ leakage
« Smart metering including the link with leakage reduction, and barriers to support amongst customers

. Gather insight into how bill impacts, affordability concerns and the current cost of living crisis impact on customer views.
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25 customers took part in online focus groups
involving in-depth focussed discussions

SES Water household customers were engaged in four online focus groups which took place in July 2023. The research
was implemented online using the Visions Live platform. The online groups support polls and interactive on-screen
exercises, to increase engagement and promote discussion. Each focus group was approximately 90 minutes.

The groups were implemented in the same way
as conventional in-person focus groups. The
online groups were conducted with onscreen
video so that all the participants could see each
other and the moderators. This allowed them to
engage and interact more fully with each other
and helped encourage conversation and

discussion. It also allowed the moderators to .
manage the group more eﬁectively by Visua”y @ SES Water is responsible for: ° SES Water is not responsible for:
monitoring the level of engagement and * T S b G S o, I,
. . . WSl Sumiomie Wi SR pyg sialecs et Collecting wastewater from homes and businesses, and
Bkt 300 all customers in their area, 24/7. transporting it to treatment works.
encouragln_g_those who are quieter to contribute. [~ ¢ et i i ot &ses
Group participants were able to use a chat T

function to share their views and add comments M‘EI}‘-@E -

while other participants were speaking, ensuring
all could contribute.

As questions were presented, participants were invited to give their direct feedback to questions presented on slides, as well
as discuss amongst themselves. All sessions made use of online voting as a way of summarising customer views.

All groups were organised and run by ICS moderators — who are members of the Market Research Society, and thereby
adhere to and follow industry standards. The moderators ensure discussions are independent and unbiased; both aspects
are extremely important in ensuring a discussion where everyone's views are valid and there are no right or wrong answers.
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The Qualitative research followed the same ICS

structure as the quantitative survey

Participants were provided with pre-reading to build customer understanding to a similar level as that achieved during the
survey. Wherever possible the pre-reading materials were the same as that used in the survey.

The focus groups included two of the exercises used in the survey — prioritisation of key water services and ranking of the
five investment areas. This allows researchers to benchmark the focus group participant views against survey findings to
account for any differences in views and preferences. See appendix C for all materials.

To prepare customers for the focus group sessions, pre-reading introduced participants to SES Water, the
Pre-reading regulators, business planning, the 11 key service areas and the 5 investment areas under consideration. No
bill impacts or investment options were included at this stage.

Customers are introduced to long term planning and given the context of the session in terms of playback of
survey findings. They are introduced to the key water services and complete the same prioritisation exercise.
Customers are then shown the survey results including service performance to discuss.

1. Priority
services

2. Investment Customers are reminded of the investment areas and complete the ranking exercise (prior to knowing any bill

areas impacts). The investment area priority ranking results are then shared to discuss and influencing factors.

Customers consider 3 of the 5 investment areas in turn (Carbon Net Zero, Leakage, Smart Metering). They
3. Bill impacts are presented with the same investment scenarios, including a description of the proposed investment and
(‘What if?’) outcomes and the associated bill impact. Customer choices from the survey are shared and discussed.
Perceptions and barriers to smart meters are also considered.

Finally, customers consider the more general aspects of bill impacts, affordability and the current cost of living
4. Affordability and how these factors influence customer priorities and choices. Moderators also explored whether
participants had been influenced by information and others’ views shared within the session.
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Customers responded positively to the focus groups ICS\
and actively engaged in the exercises and
discussions

In total, 25 participants were involved in the in-depth discussions. Groups involved a cross section of SES customers split by
age with 18-45 years and those 46+ in different groups as well as a London and Surrey split. All groups were of a mixed
socio-economic background. All customers were responsible for their water and sewerage bill.

Participant feedback on the sessions was positive, with a high level of engagement and interest in the topic areas.

ﬁ 25* Household customers

[ ]
o> 56% (54%) @ 56% (42%)
H 48% (45%) ) @i Women S0 Aged 18-45
iz London !
oo ABC1 56% (62%) °
% ey (2DE 44% (38%) 44% (45%) 44% (58%)
y . . Men Aged 46+
Socio-Economic Group
EHE % fQ
& London Surrey
2 V) 50% ABCL 62% ABC1 72% have a water
(=) @IP 50% C2DE 38% C2DE meter

Key: Sample (target based on SES Water Customer base)
* 1 additional customer took part in the initial stages and polls but technology issues prevented further participation.




Analysis of both stages of the research builds ICS
understanding of customer preferences and the
factors influencing their views and choices

Analysis and final reporting

The final stage for the project is analysis and final reporting. This report presents the findings from customer research
carried out between May and July 2023.

Building on the interim findings, all results from the quantitative research have been reviewed to identify any notable
differences between customer preferences by segment (age, socio-economic group (SEG) or location). All findings are
presented as unweighted, but where differences are observed weighted findings to reflect the SES customer base and any
research observations and patterns are also included.

Given the very small number of completed non-household surveys, no results are included. The survey responses have
been reviewed but no clear differences identified between non-household and household findings.

Findings from stage 2, qualitative research, are not presented separately. The qualitative research has been analysed and
assessed within the context of the quantitative findings. The research findings are consolidated to present the overall insight
into customer preferences, priorities and choices both for PR24 and the longer-term for key service outcomes and the five
investment areas — carbon net zero, environmental improvements, lead, leakage, and smart metering.



ICS

Customer research on long-term
priorities, outcomes and choices

Section 3: Key Findings
Service Priorities
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; ; services
Stage 1: Quantitative Research

Research approach

Customer priorities for key water services

1. Priority

services

To inform the overall long-term strategic plan,
customers are asked to select their priorities for
investment.

Good practice indicates that customers can
typically rank up to a maximum of 7 objects.
Therefore, respondents are asked to select
their top 5 priorities (ranked from 1 to 5) from
the list of eleven key service outcomes
presented. A description was available by
hovering over.

Customers were asked to consider the key
water services considering themselves, their
household and their community in the future.
The survey recognised that SES Water
consider all to be important.

© All Rights Reserved, 2023

Investment priorities

Customers are introduced to 11 key water services that SES Water considers when developing long-term
investment plans. Descriptions are provided for each water service and customers are asked to rank their top
5 of what they believe are the most important or top priority for SES Water to consider.

Ensure bills are affordable bills for all

Help customers and businesses to reduce their
water use

Continue to provide a high quality service to all
our customers

Improve the environment and have a positive
impact on our local area

Continue to soften the water supply to 80% of our
customers

Ensure properties consistently receive good
water pressure

High quality water that looks, tastes and smells
good

Ensure there is enough water to reduce the risk of|
any restrictions on water use during a drought

Prevent interruptions to water supply

Maintain existing infrastructure for currentand
future customers and prevent bursts

Reduce the amount of water that is lost through
[LELED T

("]

(4 I

ses

WATER
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services
Stage 1: Quantitative Research - I CS

Key Findings

High quality water is the highest priority of key
water services

Simple analysis of the results demonstrates that customers overall prioritise high quality drinking water, leakage
reduction and ensuring affordable bills when selecting their top five priorities for key water services.

Helping customers and businesses to reduce their usage, softening the water supply and customer service were
consistently recorded as lower priorities for customers

1. High quality water that looks, tastes and smells good

2. Reduce the amount of water that is lost through leakage

3. Ensure bills are affordable bills for all

4. Ensure there is enough water to reduce the risk of any restrictions on water use during a drought

5. Maintain existing infrastructure for current and future customers and prevent bursts
6. Improve the environment and have a positive impact on our local area

7= Ensure properties consistently receive good water pressure

7= Prevent interruptions to water supply

9. Continue to provide a high quality service to all our customers

10. Continue to soften the water supply to 80% of our customers

11. Help customers and businesses to reduce their water use



services
Stage 1: Quantitative Research - I CS

Key Findings

The majority of customers support the top three
priorities for key water services

When selecting their top five priorities for investment in key water services

. 74% of household customers selected high quality water as one of their priorities
. 69% selected reducing the amount of water lost through leakage
. 64% selected ensuring bills are affordable for all

Less than a third of customers selected helping reduce water usage, water softening and customer services as one of their
top five priorities.

Priority water services
0% 10% 20% 30% 40% 50% 60% 70% 80%

High quality water that looks, tastes and smells good I 7490
Reduce the amount of water that is lost through leakage I 699

Ensure bills are affordable bills for all IS G40

Ensure there is enough water to reduce the risk of any restrictions on.. I 5500

Maintain existing infrastructure for current and future customers and.. IEEEEEEEEEEE—————————— /3%

Improve the environment and have a positive impact on our local area I 4200

Prevent interruptions to water supply I 340
Ensure properties consistently receive good water pressure I 340
Continue to provide a high quality service to all our customers I 30%
Continue to soften the water supply to 80% of our customers I 2 7%
Help customers and businesses to reduce their water use I 1%

Graph shows the percentage of respondents who selected the service area in their top 5 (percentages add to 500%)
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services
Stage 1: Quantitative Research - I CS

Key Findings

Customer priorities vary by age particularly for
the youngest age group (18-34 years)

Whilst neither location nor SEG had any impact on customer priorities, analysis by age did show some variance.
. High quality water is prioritised either first or second for all age groups

. The priority of affordable bills drops as age increases with 80% of 18-34 years selecting it in their top five, compared
with 68% of 35-64 years and 52% of 65+ years.

. The priority of improving the environment also drops as age increases with 51% of 18-34 years selecting it in their
top five (3" priority), compared with 46% of 35-64 years (6") and only 32% of 65+ years (8%), though the variance is
less.

. In contrast reducing leakage gained strong support from 65+ years and 35-64 years (prioritised first and second
respectively) but was a lower priority for 18-34 years at 7t overall. Similarly, the two older age groups prioritised
ensuring there is enough water to prevent restrictions in the top four, whereas 18-34 years ranked it 8™,

. Both 65+ years and 35-64 years prioritised maintain existing infrastructure as 5", whereas 18-34 years placed it
10th,

. Only one in five customers selected helping customers and business to reduce their water usage, consistent
across all age groups.



Stage 2: Qualitative Research I CS

Customer priorities from the survey were endorsed
by the qualitative research

In order to benchmark their views against the survey respondents, the focus group participants completed the same
prioritisation exercise for key water service areas as was included in the main survey.

With a few variances, customer priorities align providing confidence that the focus group discussions identifying the factors
driving priorities are likely to reflect the wider customer base. The service areas with variability — affordable bills, maintaining the
existing infrastructure — also showed some of the greatest variability between different age groups in the survey.

The exception is interruptions to supply which showed little variability in the survey findings but was prioritised higher by the
focus group participants. Discussions indicated a higher proportion of focus group customers had experienced supply
interruptions or low pressure than reported by the survey respondents.

ual (n=24) itati n=681

1. High quality water that looks, tastes and smells good

2. Reduce the amount of water that is lost through leakage
3. Ensure bills are affordable bills for all

4. Ensure there is enough water to reduce the risk of any restrictions on water use during a drought
5. Maintain existing infrastructure for current and future customers and prevent bursts

6. Improve the environment and have a positive impact on our local area
7= Ensure properties consistently receive good water pressure
7= Prevent interruptions to water supply

9. Continue to provide a high quality service to all our customers
10. Continue to soften the water supply to 80% of our customers

11. Help customers and businesses to reduce their water use
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o : 2. Investment 3. Bill impacts o
1. Priority services SRR (‘What if?’) 4. Affordability IC’S\
Stage 2: Qualitative Research

Participants gave a range of reasons for their
priorities

Customers were asked to briefly share the reasons for their priorities, prior to sharing the survey findings.




Stage 2: Qualitative Research I CS

Discussions indicate all service areas are important
and linked, particularly to affordability

When presented with customers’ priorities from the quantitative research, some
participants expressed surprise that water quality is a top priority, since they consider it
to be a given. Consistent with their own ranking, participants in the focus groups expect
interruptions to supply to be a higher priority.

High quality water

Leakage

SUCLIUNEICIRREIEERENEI Al groups expect that high quality customer service and helping customers and
restrictions during drought businesses to reduce their usage would be a higher priority. This contrasts with their
SUSVERISEEUCEEU{OCELIENISE  own prioritisation which also places these service areas as lowest priority, indicating that
for all customers do consider all eleven service areas to be important.

Maintain existing infrastructure Focus group participants consistently link the different service areas together, often with
affordability considerations. For example, the expectation that helping customers reduce
Improve the environment their water usage would be a higher priority arises from participants linking being careful
with water and keeping bills affordable. This link and expectation of higher priority for
reducing water usage however may have been influenced by earlier discussions in the
sessions concerning water availability and reducing personal water usage. Unprompted,
metering also triggers polarising views based on personal experience and situation, and
the potential bill impacts.

Good water pressure

Prevent interruptions to supply

SIQICHRGERAVEVCI GV T \AORIGLN  Some participants feel that a customer’s priorities are likely influenced by personal
of customers experience of service delivery. Others consider that the individual’s life stage may be a

High quality service to all our factor, particularly with respect to improving the environment and affordability.
customers

Affordability is flagged by all groups as influencing customers’ priorities, despite ranking
Help customers and affordable bills for all 7" themselves. This may indicate customers’ vote is more

businesses to reduce water use . o .
: o : focussed on their personal situation, but changes when considering other customers.
Service area descriptions shortened for reporting.
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o : 2. Investment 3. Bill impacts o
1. Priority services SRR (‘What if?’) 4. Affordability IC’S\
Stage 2: Qualitative Research

High quality water

Leakage

Enough water to reduce risk of
restrictions during drought

for all

Maintain existing infrastructure
Improve the environment
_ e

Prevent interruptions to supply

Soften the water supply to 80%
of customers

High quality service to all our
customers

Help customers and
businesses to reduce water use
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. : 2. Investment 3. Bill impacts o
Stage 2: Qualitative Research
Help customers and
businesses to reduce water use
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services
Stage 1: Quantitative Research - I CS

Key Findings

42% of customers surveyed did not report any
service problems over the last 5 years

Concern about hardness is the highest reported service issue. Of the 27% of customers who reported an issue during the
survey, 60% went on to select water softening in their top 5 priorities.

The overall level of service issues reported are lower than expected, and so were tested further during the qualitative
research to better understand the extent to which personal experience influences customers’ service priorities.

Service issues in last 5 years
0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

None of the above I 4200
Concern about the hardness of tap water I 7%
Occasional low pressure from taps in your home .. 10%
A water leak from a pipe in your street I 12%
Concern about the taste or smell of tap water I 7%
Concern about the colour of tap water I 6%
Unexpected interruption to water supply due to a water mains problem I 6%
Interruption to water supply due to water company work that was notified in.. I 6%
Low water pressure all of the time in your home I 6%
Other (please state) I 3%
Received a letter or card stating that tap water must be boiled before using it HE 2%

© All Rights Reserved, 2023 Page 45



o : 2. Investment 3. Bill impacts o
1. Priority services SRR (‘What if?’) 4. Affordability IC’S\
Stage 2: Qualitative Research

Customers in the focus groups report a slightly higher
rate of service problems than survey respondents

Although still a low number, participants in the focus groups did report slightly more service problems overall. Discussions
indicated that personal experience does influence priorities, with those participants citing problems typically ranking the service
area as a higher priority, even though they were asked to consider their community as well as their household.




o : 2. Investment 3. Bill impacts o
1. Priority services SRR (‘What if?’) 4. Affordability IC’S\
Stage 2: Qualitative Research

Participants support the idea that customer
priorities are largely driven by personal experience

Discussing the factors driving priorities, customers typically focus on personal experience. All groups express the view that
experiencing issues in the past would influence customers’ priorities.

Some participants feel the influence goes further, with customers impacted by not getting what they have paid for.

H\IJ
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Service Priorities: Customer
views on water usage
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o : 2. Investment 3. Bill impacts o
1. Priority services SRR (‘What if?’) 4. Affordability IC’S\
Stage 2: Qualitative Research

Most customers believe there is enough water if

everyone is careful

Most customers voted that they feel there is
enough water as long as we are all careful in a
focus group poll.

Discussions indicated an increased awareness of
the potential for water shortages following recent
media coverage around hosepipe bans and
prolonged dry periods. However, some customers
show some scepticism of the media, wondering if
there is a degree of exaggeration over the issue.

© All Rights Reserved, 2023

100%

80%

60%

40%

20%

0%

Which best describes your views on water?

There is plenty and we do not
need to worry

There is enough if we are all
careful

Water is scarce and if we are
not careful we may run out

n=26
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o : 2. Investment 3. Bill impacts o
1. Priority services SRR (‘What if?’) 4. Affordability IC’S\
Stage 2: Qualitative Research

Customers consider they are able to reduce their
water use but lack motivation

Nearly all customers in the focus groups feel there are
ways they could reduce their water usage and are able
to make the changes.

Discussions tended to focus on the reasons or barriers
that prevent customers from reducing their usage. Most
customers recognise they could do more but are either
stopped by their personal preferences, or because they
are not aware, or mindful, of their usage on a daily basis.

© All Rights Reserved, 2023

80%
60%
40%
20%

0%

Which best describes your views on reducing ~ "=%6
the amount of water that your household uses

73%

19%

- o

| think there are ways | | think there are ways | | think there are ways | | do not think there are
could reduce my could reduce my could reduce my any ways | could
household’s water household’s water household’s water reduce my
usage and am willing usage and am able to usage but am not able household’s water
to do whatever it takes make some reductions to make any changes usage

8%
—
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. : 2. Investment 3. Bill impacts o
1. Priority services SRR (‘What i?") 4. Affordability IC'S\
Stage 2: Qualitative Research

Customers are surprised that per capita
consumption in SES Water is higher than in other
areas

oo Compared to other water companies, Presented with SE$ Water’s rec_:ent_ performance, some f:ustomers did
riority SES Water performance* is not expect per capita consumption in SES Water to be high compared

High quality water that to other companies. They feel they are careful with water usage
looks, tastes and smells Top 3 of water companies whether to reduce waste or cut costs. Most groups also connect high
good water usage with a lack of water meters or awareness.

Reduce the amount of

water that is lost through Top 3 of water companies Despite above average usage, some customers do not consider it is
leakage SES Water’s responsibility to help customers reduce usage, viewing it

Ensure properties as common sense or advice that should come from elsewhere. A few
consistently receive Approx. average performance participants referenced dissatisfaction with water saving devices.
good water pressure

Prevent interruptions to Customers feel leakage remains a high priority, despite SES Water’s
water supply good performance, assuming customers are still annoyed over

Continue to provide a wastage. Leakage also influences their motivation to reduce usage.
. . . Below average for customer
high quality service to all . . . .
oUr cLStomers experience Some customers are also surprised that customer service performance

Help customers and e e AT A N  was below average.
businesses to reduce (SES customers use 6% more than the
their water use average customer)

* Based on 2021/22 performance data **Customer Measure of Experience (C-MeX)

Top 3 of water companies
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1. Priority services SRR (‘What if?") 4. Affordability IC.S\
Stage 2: Qualitative Research

Customers’ knowledge of their own water usage
varies

Some customers are generally unaware of their water usage often making the link between awareness and having water

meters.

Other customers believe their water usage is reasonable. Some consider their usage is lower than the average
household within the SES Water area through positive actions of their own or due to the current pressures on cost of

: -
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o : 2. Investment 3. Bill impacts o
1. Priority services SRR (‘What if?’) 4. Affordability IC.S\
Stage 2: Qualitative Research

Customers have different opinions on who shoulid
take responsibility for reducing water usage

Customer views are mixed when it comes to who’s responsibility it is to save water and also provide guidance to
customers, highlighting different approaches, organisations and communication methods. Customers referenced using
common sense to reduce water but also the onus on SES Water to reduce leakage before encouraging customers to do

their part.
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o : 2. Investment 3. Bill impacts o
1. Priority services SRR (‘What if?’) 4. Affordability IC’S\
Stage 2: Qualitative Research

Participants feel that customers need to be
incentivised to reduce water usage, either
individually or by SES Water ‘playing its part’

Some customers feel the onus is on SES Water to reduce leakage before encouraging customers to reduce their usage.

Other customers consider that incentives are required to drive attitudinal change to water usage.
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Customer research on long-term
priorities, outcomes and choices

Section 4: Key Findings
Investment Areas
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ICS
Introduction

Five investment areas were explored with customers during the research. These were identified through discussions with
SES Water as investment areas where customer preferences may have a material influence on the business plan, and
typically involve discretionary, non-statutory, investment.

Smart Environmental Carbon net

Metering

Leakage
9 Improvements zero

SES Water provided a selection of programmes for each of the investment areas. These programmes represented differing
levels of investment which delivered varying levels of service in terms of scale or pace of improvements. The different
investment levels were translated into customer friendly language and bill impacts for the average annual bill were
calculated for the years 2030, 2050 and a total cost over 25 years. Bill impacts are shown without inflation.

Through previous experience and confirmed through feedback from the cognitive interviews, it is evident that customer
preferences regarding the type and form of information presented varies, particularly when asking customers to reflect on
complex issues such as investment plans. Though some customers do want less information, many look towards profile
graphs, extra descriptions or images to guide their understanding. Hover over text and graphical items were designed to
flow and talk through the investment area but were only there if required by the customer.

The materials used in the survey for each investment area, including examples of the hover over information, are included in
Appendix B to this report for reference.




ICS

Section 4.1: Key Findings
Customer findings -

Investment Areas without bill
Impacts
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3. Ranking
2. Investment investment \
areas I CS

Stage 1: Quantitative Research

Research Approach

Five investment areas were explored, initially
without any financial implications, to understand the
relative importance of improvements for that area

Customers are taken through 5 different investment areas. They are provided with a description of the issue
2. Investment and the benefits and disbenefits of the associated investment. Customers are asked a generic question
areas around the specific area to test understanding and awareness, and then asked to state how important they
believe investment in this area to be.

3. Ranking
investment
areas

All 5 investment areas are shown together, without any financial implications, and customers asked to rank
them in order of priority from their “most important” to invest in to their “least important”.

with a summary of the 9 Leakage
. d k d t What is the current situation?
ISSu€é and askea 1o Around 13% of the water put Into supply sach day s lost
. through leaks. Of the water lost, two thirds is from pipes
owned by SES and the rest from customer pipes or
score the importance o plumbing.
. Leaks are identified and fixed to reduce wastage. All
i nvestm e nt water companies have a target to reduce leakage by at
. least half by 2050.
SES Water Is in the top 3 best performing companies for
leakage* (out of 19 companies).
i ™
-I-h h k d HModv\(/"scda’?'\‘ (t’ﬁé'g;;:(;t’r{?po’f“\;:%?gr lost through leaks be reduced? Do you feel the target of halving leakage by 50% by 2050 is acceplable?
ey are t en aske to + Use new smart technology to identify leaks more quickly and mend the pipes 1 Yes
ran k the |m 0 rtance Of + Proactively replace water mains and pipes in areas where leaks are more likely e.g. due to the age of the pipes 2 No
p * Use smart meters to help customers to identify and repair leaks on their own supply pipes and plumbing 3 Not sure
the Investment areas What are the potential benefits? What are the potential issues?
+ Reducing the amount of water lost also reduces the  + Disruption to communities or customers as it would How important on a scale of 1-5 do you think it is for SES Water to invest in this area over the next 25
. amount that needs to be taken from rivers, reservoirs Involve digging up roads to install new water mains years, | being not very important to 5 being very important?
against each other 2nd underground o Pl ‘ -
+ Less water has to be treated reducing the amount of « Athird of the leakage is from pipes owned by ‘ Ses
energy and chemicals used and the amount of waste customers “ N é. ses
produced ‘ e
WATER




3. Ranking

2. Investment

areas investment I C S
Stage 1: Quantitative Research area

Key findings

Without knowing the financial impacts, customers
prioritise reduction in leakage

Customers rank leakage reduction
as the most important area to
invest.

Which investment area is the most important to invest ~ n=681
in?

Environmental improvements,
based on improvements to the local
area, rank more highly than Carbon
Net Zero, a global environmental
issue.

Leakage 0.84

Environmental improvements 0.66

p |
(o)]

Lead 2

Views on Lead are evenly spread
across the priority order.

Carbon net zero 0.52
Most customers do not prioritise
investing in smart meters. A clear
majority select this as their least

important area.

Smart Metering 0.36

Segmentation analysis shows some differences by age; the older age groups rank leakage reduction higher than the 18-34 years,
who show higher levels of support for smart meters and the environment. Overall, this only makes marginal differences to the
weighted average for leakage (reduces to 0.82) and smart metering (increases to 0.38)




3. Ranking
2. Investment .
areas Investment I C S
Stage 1: Quantitative Research area

Key findings

Customer views are consistent for the investment
areas, except lead

Which area is the most important to invest in? n=681

Leakage 52% 26% 14%

Environmental improvements 16% 28% 32% | |

Lead 19% 24% 19% | |

Carbon net zero 9% 15% 23% | | |

Smart Metering [EEZEENAZ 12% | |

m1 - Mostimportant ®2nd most ®3rd most 4th most 5 - Least important

78% of customers select leakage reduction as the most or 2" most important area to invest. Importance for investment increases with
customer age.

Environmental improvements rank more highly than lead removal because more customers rank environmental improvements as
their 3" priority. Customers’ views on lead removal are notably more evenly spread across the full priority order.

56% of respondents rank Carbon net zero as their 3" or 4™ choice. A clear majority select smart metering as their least important
area. Those that do prioritise meters are the younger age group (18-34 yrs.)




areas
Stage 2: Qualitative Research I CS

Focus group customers rank investment areas
similarly except for smart metering above carbon
net zero

To benchmark their views against the survey
respondents, the focus group participants
completed the same ranking exercise for the five Which investment area is the most important to n=2p
investment areas as was included in the main invest in?
survey, prior to any bill impacts. Participants were
provided with the background information for each
investment area prior to the session.

Leakage | 052

Customer rankings largely align providing
confidence that the focus group discussions are
likely to reflect the wider customer base.

Environmental Improvements | o o:

Lead - [, o>

The exception is smart metering which garnered
more support than from the quantitative survey.
This is unsurprising given the focus group
discussions surrounding water usage and
awareness which are likely to have influenced the carbon net zero - [ R EEEEEREEN o/
relative priority. This influence indicates support for
smart metering may increase with increasing
customer awareness of the issues.

smart metering | 0 .49
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1. Priority services areas (‘What if?’) 4. Affordability I C.S\
Stage 2: Qualitative Research

Some participants are influenced by the
discussions within the focus group session

Participants were asked to briefly share the reasons for their priorities, prior to sharing the survey findings
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- : 2. Investment 3. Bill impacts o
1. Priority services areas (‘What if?") 4. Affordability I C’S\
Stage 2: Qualitative Research

Smart metering generated the most discussion
between focus group participants . Leskage

Environmental
Improvements

When presented with the ranked investment areas from the quantitative research, participants
typically express surprise that smart metering was ranked fifth, highlighting the cost saving potential

or reducing usage. . Lead
. Carbon Net Zero
. Smart Metering

Some customers do not consider that lead pipes affect them or a wide
enough group to warrant it as a higher priority.
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1. Priority services areas (‘What if?") 4. Affordability I C.S\
Stage 2: Qualitative Research

Recent media coverage appeared to influence
some customers

The influence of media coverage generated some debate with some considering it impacted
priorities, with others considering personal experience is more likely to dominate views.
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Section 4.2: Key Findings
Customer findings - Investment

Areas with bill impacts
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4. Bill impacts
‘What if ?’
Stage 1: Quantitative Research ( Al ICS

Research approach

Priorities for investment were explored in more
detail including the bill impacts

4 Bill Customers consider each of the 5 investment areas in turn. They are presented with a series of investment
: scenarios, with a description of the proposed investment and outcomes and the associated bill impact for the

impacts

(‘What if?") years 2030 and 2050 together with a total cost over the 25-year period. Customers are asked to select their

preferred scenario and state why.

Leakage investment scenarios

Bill impact This research focuses on testing investment
Scenario Description In 2030 inaosp  Tetalover2s )
years areas where customer views can have a
SES will halve leakage by 2050 in line with government target” by: mate”al |nﬂuence on ChOIceS, typICa"y
« Cont l{ Lo leak: id . .
A |- Carrying out some proactive replacement of okder pipes co00 | e000 o discretionary spend. Where a statutory
« R \ I . . . ry .
EPEIING CrIEPACng CLsiomer ouned supply poes obligation exists the bill impact has therefore
“The hill n-;’cl. for 3|a|u|0f.,’ improvemenis is ,s!inal‘c to be E3.800in 203.0 and tetal £9.85 aver
26 years, Tris invesment i mandatory and wil be incluced inthe oveal impact on customer been presented as £zero. Customers are

informed of the overall impact of the statutory

obligation for leakage reduction and
environmental improvements. Further details

SES will reduce leakage by 60% by 2050 by carrying out the same . . .

activilies as scenario A plus: are given in Appendix B

c 2.80 £131

« Carrying out further proactive replacement of pipes
« Investing in and trialing new technalogy

SES will halve leakage by 2040 by carrying out the same activities as
B scanario A plus: £8.10 -£12.90 £11

+ Carrying out further proactive replacement of pipes

Scenario C:
SES will invest more over 25 years
to reduce leakage by 60% by 2050.

More investment is needed than for
Scenario B so there is a smaller

Hover Over explanatlon decrease in bills after 2040, o
The average bill is estimated to be: /
« £6 higher in 2030 (estimated
average bill would be £234 in o
2030); and 1000

+ £2.80 higher in 2050 (estimated -
average bill would be £230.80 in T T
2050).

Over the 25 years, the total
additional amount paid on the

© AI I Ri g hts Re Se rved y 2 02 3 ‘asvzgﬁe customer bill for scenario C
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Stage 1: Quantitative Research

4. Bill impacts
(‘What if?’)

ICS

Key findings

Nearly all customers feel that investment in leakage
reduction over the next 25 years is important

91% of customers consider that investment in reducing leakage is very or fairly important, prior to knowing the potential bill
impacts. The strength of support for investment increases with age.

A negligible proportion of customers think that investment in leakage reduction is not important.

How important do you think investment in
leakage reduction is over the next 25
years?

. I 657
S T I e 65%
I 230
4 e 25%
3 I %
9%
I 1%
I 1%
| 1%
| 0%

2

1 - Not very important

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

mUnweighted = Weighted

80%

How important do you think investment in
leakage reduction is over the next 25
years?

ey ot | s
5 ery importa 78%
26%
¢ —————
8%
o

2 '1%
1%

1 - Not very important I &%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

18-34 m35-64 mG65+

Weighted by age




Stage 1: Quantitative Research

4. Bill impacts

(‘What if?’) | C S

Key findings

53% do not consider that halving leakage by 2050

Is acceptable

53% (49% weighted by age) of customers do not consider halving leakage by 2050 is acceptable, with only 37% (40%

weighted by age) supporting the target.

Consistent with customer priorities for the key service areas, support for the leakage target varies significantly by age. Half
of 18-34 years consider it acceptable compared to only a third of 65+. Findings weighted for the SES Water customer base

reduces the gap between views on acceptability from 16% to 9%.

Do you feel the target of halving leakage n=%%1
by 50% by 2050 is acceptable?

37%

Yes
40%

53%

49%

10%
Not Sure

10%

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

mUnweighted = Weighted

Do you feel the target of halving leakage "=%¢!
by 50% by 2050 is acceptable?

Yes 38%
33%
No 51%
59%
Not sure 11%
8%

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

18-34 m35-64 mG65+

Weighted by age




4. Bill impacts

(‘What if?’) | C S

Stage 1: Quantitative Research

Key findings

Support for leakage reduction is stronger among older
customers

75% of customers support additional reduction in leakage beyond statutory targets. However, despite leakage being customers’
highest priority for improvements, when presented with the bill impacts, customer support reduces (from 91%) and is split regarding
the extent of that reduction.

Support for the statutory approach only (halve leakage by 2050) is stronger (38%) for the youngest age group (18-34 yrs) compared

to the 65+ (18%). This aligns with their priorities prior to knowing the financial implications. -
Bill impact

A0 X{0] 2050 25 years

Halve leakage by 2050* _ 25% (28%) £0.00 £0.00 £0
Haveleakageby2040 1 [CACERE €610 20 £

(weighted by age)

Findings weighted by age indicate that overall the option to halve leakage by 2040 is preferred.

Reduce leakage by 60% by

2050

*Statutory improvements estimated to be £3.80 in 2030



4. Bill impacts
‘What if ?’
Stage 1: Quantitative Research ( Al ICS

Key findings

Cost and affordability are the main reasons for
customers’ investment choices

“Reducing leaks from waste is very
important but has +o be balanced
against impact ow bills”

Leakage: Reasons for selecting chosen scenario

Cost & Affordability
Urgency, Importance & Timing
Balanced/Pragmatic Choice I 10%
Support due to reducing wastage I 9%
General Agreement or Affirmation I 7%
Maintenance & Long-Term Planning I 6%
SES Water's Responsibility I 6%
Sustainability & Environment I 3%
Lack of Concern/Low Priority I 2%

Uncertainty or Indecision HEE 2% Note: Graph excludes no response or
Other = 1% responses considered not applicable.
) ) SES Water's Responsibility includes
Encourages innovation EE 1% responses on improving or maintaining

33%
17% Female, ABCz, 35-64

“Reducing water leaking should be a
priority. This is a valuable resource
+hat should ot be wasted”

Male, C2DE, 65+

Uses proven technologies B 1% performance and expectations that company
0% 5% 10% 15% 20% 25% 30% 35% profits or shareholders should fund the
investment.

Cost and affordability is the main reason given for option selection; this is consistent with the other investment areas given the
relatively high bill impact in 2030 of the discretionary options.

Urgency and importance of leakage reduction is the second most cited reason, again consistent with customer ranking leakage
reduction most important prior to knowing the bill impacts.




- : 2. Investment 3. Bill impacts o
1. Priority services e (‘What if?’) 4. Affordability I C’S\
Stage 2: Qualitative Research

All focus group participants support reducing
leakage more or faster than the government
target

Presented with the findings from the quantitative research, all participants endorse reducing leakage further or faster than
the statutory government target to halve leakage by 2050.

The significant difference in bill impacts between the two options that go beyond statutory requirements is considered by
customers to be a key factor driving the overall preference for the option to option is to halve leakage by 2040, ten years
earlier than the government target. This aligns with the feedback given by survey respondents.

Reminded of SES Water’s high performance on leakage and the relative contribution from company side and customer side
leaks, prompted a sense of community and shared ownership of the issue among some customers. Others suggest that if
customers are informed of SES’s performance on leakage they may change their choice.
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- : 2. Investment 3. Bill impacts o
1. Priority services e (‘What if?’) 4. Affordability I C.S\
Stage 2: Qualitative Research

All focus group participants support reducing
leakage more or faster than the government
target
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Stage 1: Quantitative Research

4. Bill impacts
(‘What if?’)

ICS)

Key findings

71% of customers consider that investment in
environment improvements is important

71% of customers believe that investment in environmental improvements by SES Water is very or somewhat important
over the next 25 years prior to knowing the potential bill impacts. Only 7% consider that investment is not important.

Support is strongest amongst both age groups over 35 years but lower for the 18-34 age group. A clear majority of 18-34
years rank the importance as 3 (out of 5). This contrasts with findings from research completed previously in other areas by
ICS Consulting where support for environmental improvements is stronger among younger groups.

How important do you think investment in =681
environmental improvements is over the
next 25 years?

: I %
3y N R 41%

I 27%
4 I 25%

I 229%
3 —— 2%

2-5%
[ e%

. B 2%
1 - Not very important B o1%
0% 10% 20% 30% 40% 50%

mUnweighted = Weighted

How important do you think investment in =581
environmental improvements is over the
next 25 years?

5 - Very important |
s ™, "
S ey
> -
1 - Not very important |
0% 10% 20% 30% 40% 50%

18-34 m35-64 mG65+

Weighted by age

1

L

1

L




Stage 1: Quantitative Research

4. Bill impacts
(‘What if?’)

ICS)

Key findings

Only 46% of customers are aware of water extraction
from sources impacting the environment

Overall customers are split 50:50 regarding their awareness of SES Water taking water from underground sources that feed
sensitive habitats to be used in supply. Awareness increases significantly with age, rising to 62% for the over 65 years.

80% of 18-34 years stated they were not aware of the source of water prior to the survey. This lack of awareness may
influence their lower level of support for investment in environmental improvements. It may however, also be influenced by

the current cost of living challenges.

Weighted results indicate overall more than half of SES Water customers are not aware of the source and potential

environmental impact of some of the water extracted for supply.

Were you aware that SES Water takes = "=681
water from underground sources that feed
rare and sensitive habitats and treats it to
supply to customers?

46%

Yes

39%

49%
No
55%

6%
Not Sure

5%
0% 10% 20% 30% 40% 50% 60%

m Unweighted = Weighted

Were you aware that SES Water takes  "=681
water from underground sources that feed
rare and sensitive habitats and treats it to
supply to customers?

i
62%
N o R e
31%

Not sure 6%
7%

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

18-34 m35-64 mG65+

Weighted by age
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4. Bill impacts
‘What if?’
Stage 1: Quantitative Research ( Al ICS

Key findings

72% of customers support environmental improvements
beyond statutory requirements, with support strongest for
the greatest level of investment

Of those customers who support additional investment, two thirds opt for the highest level of environmental enhancement.

Support for investment in environmental improvements is maintained when presented with the bill impacts. The same proportion
of customers who consider investment to be important also support investment that goes beyond statutory requirements. This
support may arise from the relatively low bill impacts presented compared to the other investment areas.

Support for environmental improvements is consistent across location and SEG but varies a little by age with 36% of 18-34 years
selecting the second option and 42% the third. Overall, the highest level of investment remains the preferred option.

Bill impact

2030 2050 25 years
n=631

Deliver improvements required _ 28% (27%) £0.00 £0.00 £0
by legislation*
Further Work_ for River Eden _ 24% (27%)
and River Mole
Hogsmill and Darent (46%)

*Statutory improvements estimated to be £1.40 in 2030 (weighted by age)
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1. Priority 2. Investment .3' Ranking 4. Bill impacts 5. Build your
services areas L (‘What if?’) own bill I C S
Stage 1: Quantitative Research area
Key finding

Cost/affordability and sustainability/environment are
the main reasons given for customers’ selected option

Environmental improvements: Reasons for selecting  "=°%¢
chosen scenario

Cost & Affordability
Sustainability & Environment I 0500
Urgency, Importance & Timing I 13%
Balanced/Pragmatic Choice I 3%
General Agreement or Affirmation I 5%
SES Water's Responsibility I 4%

34%

Maintenance & Long-Term Planning I 4%

Lack of Concern/Low Priority I 3% Note: Graph excludes no response or
Uncertainty or Indecision Il 2% responses considered not applicable.
Other M 1% SES Water’s Respon_sibility inc_ludt_as_
responses on improving or maintaining

Stick to Government Targets 1 0% performance and expectations that company
0% 5% 10%  15%  20%  25%  30%  35%  40% profits or shareholders should fund the
investment.

Cost and affordability is again the main reason given for option selection, despite the relatively low bill impact of the options
presented.

25% of customers cite sustainability and the environment as the factor driving their choice, with 13% stating their choice is
influenced by urgency and importance of the issue.




1. Priority 2. Investment i?].vzzn;igr? 4. Bill impacts 5. Build your
Survey respondents’ reasons for selecting their
preferred investment option
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Stage 1: Quantitative Research

4. Bill impacts
(‘What if?’)

Key findings

76% of customers consider investment to remove

lead pipes important

Prior to knowing the potential bill impacts, 76% of customers feel investment in removing lead pipes is very or somewhat
important over the next 25 years. Only 6% consider that investment is not important.

Support was broadly consistent across age, location and socio-economic groups.

How important do you think investment in n=681
removing lead pipes is over the next 25
years?

. I 7
Sy I O ] 47%

I 29%
4 I 29%

I 18%
3 e 1%

2-5%
[ 5%

B 1%

1 - Not very important 0 o1%

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

m Unweighted = Weighted

How important do you think investment in "=68!
removing lead pipes is over the next 25
years?

5 - ey It |
St 1%
S i 22
2
1 - Not very important S
0% 10% 20% 30% 40% 50% 60%

18-34 m35-64 mG5+

=

e

Weighted by age




Stage 1: Quantitative Research

4. Bill impacts
(‘What if?’)

Key findings

66% of customers know about lead pipes but
awareness is much lower in the 18-34 years group

Overall, 66% of customers are aware of lead pipes in water supply, but
awareness varies with age, falling to only 31% for the youngest age
group (18-34 years). Despite the apparent lack of awareness of younger
customers, support for investment in the next 25 years is consistent

across all age groups.

Were you aware some pipes that connect "=6%1
properties to the supply network or pipes
in the internal plumbing of properties
could be made of lead?

66%
Yes

59%

29%
No

36%

s
.

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

Not Sure

m Unweighted = Weighted

Were you aware some pipes that connect "=%%!
properties to the supply network or pipes
in the internal plumbing of properties
could be made of lead?

7%
19%
Not sure . 5%
4%

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

18-34 m35-64 mG65+




4. Bill i t
(‘vlvn;T Ff??) ’ | CS\

Stage 1: Quantitative Research

Key findings

65% of customers prefer a steady approach to lead
pipe replacement over a longer time frame.

Customers prefer a steady approach to lead pipe replacement over a longer time period, but do not have a clear preference
for either of the two slower options. Taking into account the significant increase in bill impacts by replacing lead pipes more
quickly (by 2075 or 2050), the results appear consistent with the overall ranking of the lead investment without bill impacts
and the preferred option for environmental improvements which achieved a similar ranked score.

The findings are broadly consistent across different customer groups (age, location and SEG).

Bill |mpact

2030 2050 25 years
n=631

Current approach T S 2000 £0.00

c. 250 sites every 5 years - [EZ £200 £3.00 @ £66

(36%)

All lead replaced by 2075 _ 15% (15%) £8.15 £12.05
All lead replaced by 2050 _ 20% (21%) £16.30 £24.10

(weighted by age)




Stage 1: Quantitative Research

4. Bill impacts

(‘What if?’) | C S

Key findings

Cost and affordability is again the key driver for customer
choices for lead pipe investment

Cost & Affordability

Health Concerns/Protecting Young People
Lack of Concern/Low Priority
Urgency, Importance & Timing
Balanced/Pragmatic choice
Maintenance & Long-Term Planning
General Agreement or Affirmation
SES responsibility for all pipes

Other

Customer responsibility for their pipes
SES responsibility for their pipes

Uncertainty or Indecision

I 2990

Lead - Reasons for selecting chosen scenario

I 19%
I 13%
I 12%

I 50
I 5%
I 5%
N 3%
Il 3%
2%
2%

M 1%

0% 5%

10% 15% 20% 25%

30%

35%

Note: Graph excludes no response or
responses considered not applicable.
Responsibility is reported separately as SES
Water responsible for all pipes, customers
responsible for their own pipes and SES
Water responsible for their own pipes only.

Cost and affordability is cited by 29% of customers as the main reason for their option selection.

19% considered the potential health impact when making their choice; in contrast 13% do not consider the issue to be of concern.
This aligns with the mixed views of lead replacement which is spread evenly across the priority order when considered prior to
knowing bill impacts.




1. Priority 2. Investment .3' RET 4. Bill impacts 5. Build your '\
: investment ; s :
; ; services areas (‘What if?’) own bill I ( S
Stage 1: Quantitative Research qres

Survey respondents’ reasons for selecting their
preferred investment option




Carbon Net Zero
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Stage 1: Quantitative Research

4. Bill impacts
(‘What if?’)

Key findings

64% of customers consider investment in meeting
carbon net zero is important

Prior to knowing the bill impacts, 64% of customers feel investment in meeting net zero is very or somewhat important over
the next 25 years. 13% consider that investment is not important. These views on the importance of investment to reduce
carbon emissions to meet net zero align with the relative importance given to the investment area (ranked 4t).

Support was broadly consistent across age, location and socio-economic groups.

How important do you think investment in n=681
reaching carbon net zero is over the next
25 years?

: I 2%
Sy O s 42%

I 2296
4 e 21%

I 229
3 R 2%

2_5%
P 5%

1 - Not very important = :;f

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

m Unweighted = Weighted

How important do you think investment in =681
reaching carbon net zero is over the next
25 years?

5 -Very mportant | 7

4 24%
20%

22%
3
5%
2 -,
1 Notvery important |y
ot very important 11%

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

18-34 m35-64 mG5+

Weighted by age




Stage 1: Quantitative Research

4. Bill impacts
(‘What if?’)

ICS)

Key findings

A clear majority of customers are aware of the UK
Government target of net zero by 2050

86% of customers are aware of the UK Government target to meet carbon net zero by 2050. Awareness amongst customers
increases with age, with the highest proportion of customers who are not aware of the target in the 18-34 years group
(25%). Despite the high awareness, customers considering investment to be important is almost a quarter lower.

Findings are broadly consistent across location and SEG.

Were you aware of the Government’s =681
target to reduce carbon emissions to net
zero by 20507

Yes

. 4%
. 4%

0% 20% 40% 60% 80% 100%

No

Not Sure

m Unweighted = Weighted

Were you aware of the Government’s  "-%%1
target to reduce carbon emissions to net
zero by 20507

Yes 85%
92%
No 12%
3%
Not sure 4%
5%

0% 20% 40% 60% 80% 100%

18-34 m35-64 mG5+

Weighted by age
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Stage 1: Quantitative Research

Key findings

78% of customers support reaching net zero by 2050, not
earlier

51% of customers opt for investment that reduce carbon emissions to meet net zero by 2050 with a further 27% who select
net zero by 2050 with accelerated reduction in operational emissions by 2030.

There is little variance in support to meet net zero by 2045 or 2040 by segment. Support does vary between the preferred
option and the 4™ option; support for accelerating operational reductions is stronger amongst ABC1 than C2DE, and
customers in Surrey compared to London (but does not impact overall findings). It is notable that preferences of 18-34 years
are aligned with the overall findings.

Bill impact
2030 2050 25 years

n=631

Net zero by 2050 ) f000 £000 €0
51%

Net zero by 2045 _ 14% (14%)

Net zero by 2040 - 7% (8%)

Operational net zero by 2030 _ 27% (27%)

75% reduction overall by 2035
Net zero by 2050

(weighted by age)

1

L]



4. Bill impacts
‘What if ?’
Stage 1: Quantitative Research ( GUEfife) ICS
Key findings

More customers’ choices are driven by pragmatic choice
and low priority for net zero than for other investment
areas

Carbon Net Zero: Reasons for selecting chosen

scenario
Cost & Affordability I 240

Urgency, Importance & Timing N 1700
Balanced/Pragmatic choice NN 4%
Lack of Concern/Low Priority N 1%
Sustainability & Environment I 0%
Sceptical about Net Zero I 5%

Stick to Government Targets I 500 Note: Graph excludes no response or
SES Water's Responsibility I 5% responses considered .n(.).t applicable.
SES Water’s Responsibility includes
General Agreement or Affirmation I 4% responses on improving or maintaining
Other N 3% performance and expectations that company
profits or shareholders should fund the
Uncertainty or Indecision Il 2% investment.
0% 5% 10% 15% 20% 25%

Whilst still the main reason, fewer customers cite cost and affordability driving their option selection. Balanced/pragmatic choice and
lack of concern/priority are given as the key reason by a higher proportion of customers than for other investment areas. This,
together with urgency, importance and timing reflects the preferred option of meeting net zero by the government target.

Only 9% customers highlight sustainability and the environment as the factor driving their choice, in contrast to 25% for
environmental improvements.
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- : 2. Investment 3. Bill impacts o
1. Priority services e (‘What if?’) 4. Affordability I C’S\
Stage 2: Qualitative Research

Focus group participants feel that meeting carbon
net zero target by 2050 is a pragmatic approach
that balances affordability concerns

Presented with the findings from the quantitative research, only 64% of participants agree with the survey preference to
meet carbon net zero by the government target of 2050 (compared to 78% of survey respondents).

Customers who support the preferred option of meeting net zero by 2050 typically highlight a pragmatic approach that
balances timing of investment with affordability considerations.

Similarly accelerating operational carbon is considered a feasible option for achieving some reduction more quickly with net
zero overall by 2050.
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1. Priority services e (‘What if?’) 4. Affordability I C’S\
Stage 2: Qualitative Research

Those customers supporting faster carbon
reductions also focus on costs but consider the
accelerated options to be affordable

Those participants supporting investment to meet net zero faster than 2050 typically considered the options to be affordable

and the issue important enough to require more urgent investment.

When guestioned about 64% of customers considering investment in meeting carbon net zero to be important, but then the
majority selecting to only achieve net zero by 2050, participants feel that the bill impact is the key factor in reducing support
for higher levels of investment.
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Stage 1: Quantitative Research

4. Bill impacts
(‘What if?’)

Key findings

Customers’ views on the importance of investing

in smart meters are mixed

Customer responses for smart meters show a mixed picture with a more even spread across the scale than observed for the

other four investment areas.

There is also less variability by age for smart meters.

How important do you think investment in n=681
smart meters is over the next 25 years?

: I,  23%
5 - Very important
I 2z
I 1%
4
I 1
e 27%
3
I 2
I 139
2
P s
17%
16%

1 - Not very important

0% 5% 10% 15% 20% 25% 30%

mUnweighted = Weighted

How important do you think investment in =681
smart meters is over the next 25 years?

5 very mporant | -
21%
I —"
20%

3 2606
28%

2 13%
14%

LNt very important | ™.
17%
0% 5% 10% 15% 20% 25% 30% 35%

18-34 m35-64 mG5+

Weighted by age




Stage 1: Quantitative Research

4. Bill impacts
(‘What if?’)

ICS)

Key findings

Customer views on the importance of smart meter
investment varies by socio-economic group

Smart metering is the only investment area that shows variability by SEG grouping with more C2DEs considering investment
to be very important than ABC1s, with a corresponding level of reduction in the percentage of C2DEs who consider it fairly

unimportant.

How important do you think investment in n=612
smart meters is over the next 25 years?

| I 23%
D 24%
I 19%
I 18%
, I 7%
| 29%
, I 13%
T 13%

17%

1 - Not very important 16%

0% 5% 10% 15% 20% 25% 30% 35%

mUnweighted = Weighted

How important do you think investment in =612
smart meters is over the next 25 years?

5 - Very important I 2 1%
4 I 19%
3 I ——_ 29%
> I 16%
1 - Not very important ESS——— 1500

0% 5% 10% 15% 20% 25% 30%  35%

mABC1 = C2DE

Weighted by SEG
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Stage 1: Quantitative Research

4. Bill impacts
(‘What if?’)

Key findings

Customers are split as to whether a smart meter
would encourage them to reduce water usage

Customers are split approximately 50:50 between those who feel a smart meter would encourage them to reduce water
usage, and those who consider it won’t. A high proportion (20%) are unsure.

ICS)

Would having a Smart Meter encourage =681

you to reduce the amount of water your
household is using?

38%
Yes
39%

41%
No

41%

20%
Not Sure
21%

0% 5% 25% 30% 35% 40% 45%

10%

15%  20%

m Unweighted = Weighted

Yes

No

Not sure

Would having a Smart Meter encourage
you to reduce the amount of water your
household is using?

40%

35%

20%
21%

0% 10% 20% 30% 40%

18-34 m35-64 mG65+

n=681

44%

50%

Weighted by age




Stage 1: Quantitative Research

4. Bill impacts
(‘What if?’)

ICS)

Key findings

Only 36% of customers from Surrey feel a smart
meter would encourage them to reduce water usage

Although findings are broadly aligned for SEG and age, it is notable that those voting no increased to 44% for respondents
from Surrey which shows a wider gap compared to customers in London.

Would having a Smart Meter encourage "=6%1
you to reduce the amount of water your
household is using?

38%

Yes
39%

41%
No

41%

20%

Not Sure
21%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

m Unweighted = Weighted

Would having a Smart Meter encourage "-%%!
you to reduce the amount of water your
household is using?

42%
38%
21%

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

mlondon ®Surrey

Weighted by age
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Stage 1: Quantitative Research

Key findings

79% of customers support replacing meters with smart
meters when required

Customer views on smart metering are consistent, with metering being their lowest priority and minimal support for any
accelerated replacement of meters.

The findings are consistent across different customer groups (age, location and SEG). Despite more 18-34 years customers
ranking smart metering a higher priority, when presented with the bill impacts their investment choices align with other age
groups. Bill impact

A0 {0] 2050 25 years

n=631

Replace meters when required 1 LR 200 ce10 oo

Replace all meters by 2038 B oo £4.40 £5.80  £129
Replace all meters by 2035 I 3% (4%) £5.40 £5.90 £144
Replace all meters by 2030 - 8% (8%) £9.90 £5.80 £144

(weighted by age)




4. Bill impacts \
o (‘What if?") ICS
Stage 1: Quantitative Research

Key findings

Customers consistently report that they consider
smart meters a low priority for investment

Smart Meters: Reasons for selecting chosen scenario "%

Cost & Affordability 31%
Lack of Concern/Low Priority
Negative views on Smart Meters I ————— 130
Replacing meters before required is a waste E— 8 7%
Support due to reducing wastage HEE—— 8 7%
SES Water's Responsibility 4%
Uncertainty or Indecision mm— 4%
Would not change usage m— 3%
Prioritization mmmm 3%
Urgency, Importance & Timing mmm 2%
Other mmm 2%
Balanced/Pragmatic Choice mmm 2% Note: Graph excludes no response or
Encourages innovation = 1% responses considered not applicable.
Useful to see usage m 1% SES Water’s Responsibility includes
General Agreement or Affirmation = 1% responses on improving or maintaining
Maintenance & Long-Term Planning ® 1% performance and expectations that company

0% 5% 10%  15%  20%  25%  30%  35% profits or shareholders should fund the
investment.

18%

Whilst cost and affordability remains the main reason for customers’ selected investment option, low priority is the second most
common factor.

Customers’ preferred option is also influenced by negative perceptions of smart meters, often based on gas and electricity meters.
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Stage 2: Qualitative Research

Focus group participants endorse survey findings
to only replace with smart meters when required

Presented with the findings from the quantitative research, 84% of participants agree with the survey preference to replace
water meters with smart meters when required which aligns with 79% of survey respondents.

When asked about what factors may drive customers’ views, participants cite similar reasons as the survey respondents
including cost and affordability concerns, low priority for investment, concerns about smart meters, particularly amongst

i = -
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Stage 2: Qualitative Research

Despite discussions on water availability and
usage, participants did not support investment to

accelerate smart meters

Some customers feel that the benefits of smart meters may not be clear which limits acceptability.

Participant views may be influenced by the focus group discussions exploring water availability and usage. Yet despite
these discussions support for accelerated investment in smart meters is no higher amongst focus group customers than

survey respondents.




Stage 2: Qualitative Research

3. Bill impacts

(‘What if?’)

ICS)

Research Method

To understand barriers to smart meters, the focus
groups explored attitudes and perceptions

Showcard

Replacing a meter with a sm. ¢
meter befoYe its end of life is

wastefu

Smart meters don’t work / bad
experience with gas/electricitv
smart meters

Who pays for the smart meter

#to be installed?

Smart meters have cyber
security risks )

Smart meters help everyone
use less water and so protect
the environment

Smart meters will help Smart meters are better
customers sayz money technology

Smart meter will help me save
water and use ‘ess

Smart meter will be used to
limit how much water | can use

Smart meter will help oth=r
people save wete' and us’. less

Smart meters help detect
hidden leaks

No-one should have a water

meter — smart &g’otherwis

SES Water will save money
from smart meters

Smart meter will be used to
charge me differently

@I

K3c

To explore attitudes towards smart
meters further, a number of
messages heard from other
customers were shared.

The focus group participants were
asked to tick for any statements that
they either strongly agreed with or
are serious concerns regarding smart
meters, or cross those that they did
not agree with, or which are not a
concern.

I



3. Bill impacts

(‘What if?’)
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Stage 2: Qualitative Research

Focus group

Customer views on smart meters
2 4 6 8 10 12 14

o

participants’
views on
smart
meters are
more

Smart meters will help customers save money

Smart meters help everyone use less water and so
protect the environment
Smart meter will help other people save water and use
less

Smart meter will help me save water and use less

|

|

L] -
pos I t I ve t h a n Smart meters help detect hidden leaks T
ex pected Replacing a meter with a smart meter before its end of T
life is wasteful
Who pays for the smart meter to be installed? I A— mAgree
m Disagree
Smart meters are better technology r'-
Smart meter will be used to charge me differently I E—
Smart meter will be used to limit how much water | can
What we asked use " —
Smart meters don’t work / bad experience with “
Participants were encouraged to gas/electricity smart meters
only agree or disagree with the No-one should have a water meter — smart or -
statements they felt strongly otherwise
towards. They did not vote on Smart meters have cyber security risks | ———
each statement. This resulted in
some statements receiving more SES Water will save money from smart meters EE
responses than others.
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Stage 2: Qualitative Research

Customer views on smart meters are varied;
discussions focussed on potential barriers to
implementation to build understanding

Cost is a factor for some customers, both in terms of the cost to install and who funds the meter, and the consequential

R _

Others guestion the benefits of smart meters in supporting customers to reduce water usage and save money.
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Stage 2: Qualitative Research

Customer views on smart meters are varied;
discussions focussed on potential barriers to
implementation to build understanding

Security of the technology generates mixed views with some customers dismissing the idea while others believe they do
carry potential security risks.

The potential for smart meters to help identify and reduce leakage generated mixed responses. For some customers,
the potential benefit had no impact on their views at all whilst for others better understanding had increased their
support during the session.
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Customer research on long-term
priorities, outcomes and choices

Section 5

Bill impacts and
affordability
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own bill
Stage 1: Quantitative Research Wi B [ CS

Customer preferences do not change when
considering the overall bill impact

Customers are shown their selected scenarios together indicating a combined “bill” detailing the cost impact
of their choices. Customers are asked to review now they can consider the total impact, and to confirm their
choices or make changes if preferred.

5. Build your

own bill

(o) . -
Less than 5% of respondents made any change Overall plan: Reasons for selecting chosen plan =444
to their preferred investment options when
presented with the overall impact of their
| | Value for money N 25
investment choices on the average customer
ol This, together with the consistency in CheapiLowest cosuaforcabiiy | 2+
findings with priorities for investment without
financial implications, builds confidence that the priority - Envionment [ -:°:
research truly reflects customer preferences.
Value for money and cost or affordability are overall priority | | N 13
stated as the main reason for selecting their
chosen plan by 55% of customers. 21% Long term planning | NN 9%
highlighted the environment as a priority for
their plan. Priority - Health [JJJj 2%

0% 5% 10%  15%  20%  25%  30%  35%




Stage 1: Quantitative Research

5. Build your
Ics

Customers pay more attention to the scenario
description than bill impact when making choices

59% of customers state they pay most attention to the scenario description rather than the bill impact when selecting their

preferred investment option.

Those paying most attention to the bill impact (41% overall) decreased with age, with 54% of age 18-34 years selecting on

bill impact compared to only 31% of 65+ years.

Which piece of information did you pay "=631
the most attention to in choosing between
the scenarios?

59%

The scenario description — what the
scenario would deliver for customers

and when 56%

41%

The bill impact information — what the

scenario would cost
44%

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

m Unweighted = Weighted

Which piece of information did you pay "=%3!
the most attention to in choosing between
the scenarios?
The scenario description — what the
scenario would deliver for customers 56%
and when 69%

The bill impact information — what the vy
. 0
scenario would cost
31%

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

18-34 m35-64 mG65+

Weighted by age




Stage 1: Quantitative Research

5. Build your '\
Ics

Customers pay most attention to the total bill

impact over 25 years

When considering the bill impacts, 51% of customers pay most attention to the total bill impact over 25 years, with 39%

focussing on the bill increase in 2030.

The focus changes with age - the younger age group pay more attention to the bill impact over 25 years, with 65+ years
concentrating on impact in the first 5 years (bill impact in 2030). There is no notable difference by SEG or location.

Which impact on customer bills did you 1631

pay the most attention to in choosing
between scenarios?

39%

The bill impact in 2030

36%

10%
The bill impact in 2050

11%

51%
The total amount over 25 years

53%

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

m Unweighted = Weighted

Which impact on customer bills did you
pay the most attention to in choosing
between scenarios?

44%
The bill impact in 2050 - 9%
9%

47%

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

18-34 m35-64 mG65+

n=631

70%

Weighted by age




Stage 1: Quantitative Research

5. Build your \
Ics

Only 18% of customers found it difficult to
select their preferred investment option

18% of customers consider it difficult to select their preferred investment scenarios. Of these respondents a high proportion

are in the 65+ years age group

How easy or difficult was it to select your n=631
preferred investment scenarios?

I
VY Sy I 17%

Fairly eas I 50
Y R 41%

I 26%
I 2s

I 5%
I s

M %
0 2%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

Neither easy nor difficult

Fairly difficult

Very difficult

®Unweighted = Weighted

How easy or difficult was it to select your "=631
preferred investment scenarios?

Very easy [ — o

yeasy 10% ’
il ey | 12
y easy 32% ’

AR ALy .
33%
iy iUt
21%

Very difficult - 333{;
0

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

18-34 m35-64 mG5+

Weighted by age




5. Build your \
N own bill | CS
Stage 1: Quantitative Research

73% of customers who find it difficult to pick an
investment option, struggled to decide which option
or bill impact they prefer or wanted a different
option

Of the 18% of respondents who experienced difficulties in selecting their preferred option, only 41 customers (6% of the total
number of customers completing the survey) said it was due to unclear information or a lack of information. This provides
confidence that the research reflects customers views from an informed perspective.

Were the questions difficult to answer because...? =114
0% 5% 10% 15% 20% 25% 30% 35% 40%
; ; ; I 34%
It was hard to decide which options | preferred D 25% >

It was difficult to decide which bill impact overall | preferred ] 22;;{:’

i i ; I 229
The information provided was not clear / was too much _22/" 25%

Not enough information was provided about the GG 1%
differences between the scenarios . 18

]
Other (please state) | 11120/;’/0

) . . I 109
Preferred option was not available/not enough options _10/012%
. . . - 9
The instructions for the questions were not clear — 203/’

m Unweighted = Weighted

Weighted by age

$& ¢
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Stage 2: Qualitative Research

Customers primarily consider affordability in
terms of the impact on them personally

How potential bill impacts, affordability concerns and the current cost of living crisis impact on customer views were explored
during the focus group sessions.

The majority of participants shared that during the sessions they largely consider affordability in terms of their own personal
circumstances rather than the wider community or SES Water’s customer base. Some customers do consider affordability in
terms of both themselves and others, but a minority primarily consider everyone.

Focus groups participants endorsed the survey finding that 69% of respondents agreed that water bill increases are
acceptable if financial assistance is available to protect those who need it.
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Stage 2: Qualitative Research

Focus group participants consider the current
financial climate drives younger customers to
focus on bill impacts

Participants are not surprised that customers aged 18-35 years tend to focus more on the bill impacts of investment options
rather than the scenario outcomes. They feel this is driven by the current cost of living crisis having a greater impact on
younger people.

Some customers did express surprise that older customers are less concerned, also expecting them to focus on bill impacts
rather than scenario descriptions when selecting their preferred investment option.




Customer research on long-term
priorities, outcomes and choices

Section 6

Conclusion
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1. Priority 2. Investment .3' AR 4. Bill impacts 5. Build your
investment ,
services areas (‘What if?’) own bill | C S
Stage 1: Quantitative Research <l
2. Investment 3. Bill impacts
1. Priority services areas (‘What if?’) 4. Affordability
Stage 2: Qualitative Research

This comprehensive research programme
provides valuable customer insight to inform
SES Water’s PR24 and long-term planning

This report presents the findings from comprehensive quantitative and qualitative research with SES Water’s household
customers. It explores their priorities and preferences for key service outcomes and the importance of five key investment
areas (carbon net zero, environmental improvements lead, leakage and smart metering) for PR24 and the longer-term,
including their choices for investment in terms of the pace and scale of improvements.

Customers have consistent views between their long-term priorities and the key investment areas, both with and without
knowledge of the bill impacts. Developing understanding during either the survey or focus group session demonstrates that
customers recognise and understand the factors behind the need for investment. They consider both the financial impact
upon themselves and others, as well as the improvements in performance when making their choices.

The consistency in findings, both within the survey responses, and between the quantitative and qualitative research
programmes, builds confidence that the research truly reflects customer preferences. As such the findings are suitable to
inform SES Water as they further develop their PR24 investment plans and the intended direction of travel for their long-

term delivery strategy.

S &se SEse

R




services
Stage 1: Quantitative Research - I CS

Summary of customers’ priorities for key water
services

Customers overall prioritise high quality drinking water, leakage reduction and ensuring affordable of the eleven key
water services considered.

1. High quality water that looks, tastes and smells good

2. Reduce the amount of water that is lost through leakage

3. Ensure bills are affordable bills for all

4. Ensure there is enough water to reduce the risk of any restrictions on water use during a drought

5. Maintain existing infrastructure for current and future customers and prevent bursts
6. Improve the environment and have a positive impact on our local area

7= Ensure properties consistently receive good water pressure

7= Prevent interruptions to water supply

9. Continue to provide a high quality service to all our customers

10. Continue to soften the water supply to 80% of our customers
11. Help customers and businesses to reduce their water use



Stage 1: Quantitative Research

5. Build your
Ics

Summary of the five Investment Areas

Leakage Environmental Improvements

Ranked highest priority Ranked 2nd

Customers support additional 72% customers support
reduction in leakage — the investment in additional

extent of that reduction is not environmental improvements;
clear. more opt for greatest level

53% do not find halving leakage 46% aware of water abstraction

by 2050 acceptable (10% not link to chalk streams

S()) 71% rated it important or very

91% rated it important or very important to invest in
important to invest in

Carbon Net Zero
Ranked 4th

Customers support reaching net
zero by 2050, not earlier, and
prefer a steady reduction
approach.

86% aware of government
target for net zero by 2050

64% rated it important or very
important to invest in

© All Rights Reserved, 2023

Lead
Ranked 3rd

Customers prefer a steady
approach to lead pipe
replacement over a longer time
period

66% aware of lead pipes as
supply connections or internal
plumbing

76% rated it important or very
important to invest in

Smart Metering
Ranked 5th

Customers do not support
accelerated replacement of
meters with smart meters.
41% said having a smart meter
would not encourage water
saving

42% rated it important or very
important to invest in
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Assurance
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