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Foreword e

communities trust and are

proud of. To deliver excellent
experiences and create
social and economic value




Bristol Water... Clearly Vel Karam, CEQ, Bristol Water

When Bristol Water was formed in 1846 under an Act

of Parliament, its founders had a ground-breaking and
ambitious aim. It was, as it is now, to bring fresh, clean
drinking water to the city, essential to the health and
wellbeing of all communities and not just for the wealthy
few.! We carry forward into the next millennium their vision
that beyond providing water supplies, there remains a social

enterprise doing what it can for all the communities it serves.

Today, clean and reliable water has become a cornerstone to
modern society and we proudly continue to supply water to
the 1.2 million people and 34,000 businesses who rely on us
to provide an essential service every day.

Companies that want to be around for the decades to come
must ensure that society and the environment are at the
heart of everything they do. Over our long history, we have
gained the trust of our customers as we have remained
true to our original roots; to break new ground, and to be
ambitious, in finding better ways to plan for the future

and torespond to our customers’ expectations, changing
societal and environmental needs, and the needs of future
generations.

Our vision is:

‘Trust beyond water - providing excellent customer
experiences.”

Trust beyond water reflects that the expectations of our
customers and stakeholders goes beyond the product we
supply. It reflects our mission to be:

“A company that our communities trust and are proud of. To
deliver excellent experiences and create social and economic
value”.

We already worKk closely in collaboration with local
communities, local businesses and stakeholders. We are well
placed to continue to build on these relationships to meet
the current and future needs of our customers, stakeholders
and the environment, fulfilling a role well beyond the basic
provision of water.

This document sets out our long terms ambitions to 2050.

Mel Karam
CEO of Bristol Water

1See “A potted history” at https://www.bristolwater.co.uk/about-
us/history/a-potted-history
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IntrOdUCtion We are consulting on the

future of water services in

our supply area — looking
ahead to 2050.




Introduction

About this document

Through this document, we are consulting on the future of
water services in our supply area - looking ahead to 2050.

This document sets out what we have been doing, who we have
been listening to and working with, and what we could doin
the future. It sets out some of the options we face for the long
term, and how we plan to work with others to address shared
challenges.

We have used the views of our customers, stakeholders and
employees to develop this future ambition. Here we play back
what we have heard, and present how we have translated these
views into our plans for the future.

We now seek further engagement and views, which we will use
to shape our future plans:

» Weareinterested to hear any comments you have about the
options and priorities we are considering

« Weare carrying out events as part of our consultation
» We will be talking about our future ambition on social media

« We have an online interactive game, and you can sign up to
be part of our regular engagement survey

« We will also be undertaking further research, together with
focus groups covering some ‘harder to reach’ customer
groups to help us to hear a wide range of views on our future
ambition.

Based on what we hear, we will be publishing a draft of our
business plan for 2020-25 in April 2018.

Our long-term ambition for excellent community water experiences
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Summary

Our future ambition has
been shaped by the views
of our customers and
stakeholders. Itrespondsto
the key drivers influencing
our long-term ambition and
builds on our enduringrole
in the communities

we serve.




Summary

We are changing

Background

Bristol Water will be 200 years old in 2046. Much has changed
since we last published our vision “Water in the future” in
December 2012:

» Through innovation and continuous improvement, we have

taken major steps to cut our costs and become more efficient.

» By 2020 we will have cut leakage by 12% over five years. We
plan to continue to focus on reducing leakage and promoting
water efficiency to balance water supply and demand - we
no longer believe we will need to develop major new water
resource schemes for the foreseeable future.

« We have ensured that the largest communities we serve can
now be supplied from more than one source, through the
completion of our major supply resilience scheme.

Some things haven’t changed:
» We still have excellent water quality and customer services.

» Through our partnership work in the catchments and
reservoirs where our water comes from, we help to improve
the natural environment for water supply and for our
communities to enjoy. As a result, our water quality remains
top quality.

« We are still based in Bristol and play an active role in society
and the local business community of the area which we
serve.

Over the past 170 years, the needs and expectations of the

communities which we serve have changed enormously.

We face a number of new challenges in the future, and we
must continue to plan for the long-term, understanding and
balancing the needs of those we serve, while remaining
responsive to our communities and maintaining reliable
supplies

Through this document, Bristol Water..Clearly, we are
consulting on the future of water services in and around Bristol
-looking ahead to 2050.

We have set out our long term ambition in this document.

Our long-term ambition for excellent community water experiences
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Summary

What we’ve heard — our role, your Bristol Water

Our customers and stakeholders expect us to fulfil a number of different roles

To help us develop our long-term ambition, we ran a series of
consultation workshops to explore what customers and other
stakeholders wanted from their local water company. Each group
had a different perspective on our role, and our future plans must
balance these views. Overall, based on what we have heard, we
think that our role should be:

A water company that provides a
reliable high quality product and
service while keeping an eye on the big
picture and the long term for the Bristol
area. My Bristol Water leads in helping
with water efficiency and protecting
the environment. I see themin the
community and I am proud of my local
water company.

DOMESTIC CUSTOMERS

A water company that provides

areliable high quality product and

service while keeping an eye on the big

picture and the long term for the Bristol

area. My Bristol Water has a leading role
in the business community and is

a great employer.

DEVELOPERS

Bristol Water will be aleader in providing reliable, high

quality water services. A trusted leader in the local business
communities, that others are proud of, that cares about society
and the environment.

The way we work will deliver i i

excellent experiences.

Alocal water company that is
responsive, collaborative and
innovative, part of a community of
organisations in the Bristol area that
work together. A water company
whose plans help to address the big
challenges in society-growing inequality;,

environmental pressures and alack
of trust between individuals and
organisations.
OTHER STAKEHOLDERS

A water company that takes
the lead in delivering social and
environmental wellbeing in the

Bristol area, in its own actions and

through its collaborations.

ENVIRONMENTAL GROUPS

Our long-term ambition for excellent community water experiences Bristol Water... Clearly / 9



Summary

What we’ve heard - what we should focus on?

We also asked our customers and stakeholders what they thought we should focus on. Our customers’ main focus was on affordability, and
providing a safe, reliable supply of water. Price was important to developers, but not at the expense of choice of service. Environmental
stakeholders were keen to see Bristol Water leading in terms of environmental sustainability, which linked to the community benefits that other
stakeholders saw could help wellbeing of communities. Water efficiency was an example of a shared priority across different stakeholders
which aligned with customer choice as well as environmental and affordability concerns. Stakeholders understood other groups’ priorities and
saw a leading role for Bristol Water in balancing these.

Shading indicates Customer participation — | Developers Environmental Other
particular priority areas customer water forum stakeholders Stakeholders
for each group

Environmental
sustainability

Affordability

Reliability and Resilience
Quality

Local Community
Leadership

Water efficiency

Customer focus
and choice

We have used these views to shape our long term ambition
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Summary

What we’ve heard — our contribution to
the things which people value in our area

We contribute to the things that people living and working in our area are proud of

Our reservoirs, and the recreation
opportunities they provide, were a key
theme when we asked our customers and
stakeholders what they are proud of in our

Natural environment Society and culture Amenities

Environmental groups Lakes, beautiful area, Best city tolive, Festivals
supply area. Being a local water company with landscapes, greenspaces  reputation, community
arich heritage, we contribute to the society spirit, diverse and
dth It £ 1 hich al multicultural, strong
arn e culture o .our supp Yy area, wilici ailso sense of history
featured strongly in the things people value.
Domestic customers Green spaces, Personality - open, Music scene, good food,
countryside, green capital inclusive, innovative, carnival, education

diverse, dynamic, cultural
heritage, strong and

diverse economy
Developers Access to the water, Great placetolive, City, airport, access to
landscape and hills heritage sites, the country, music
West Country accent,
multicultural

These factors strongly influenced the view on our role as society changes in the future
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Summary

How we have responded to these views
- our long-term ambition

Customer and stakeholder input has shaped our long-term ambition

KEY DRIVERS ﬁ OUR VISION OBJECTIVES

1. Customer expectations
2. Affordability O Excel at customer experience

o Trust beyond water - we provide
3. Vulnerability

excellent experiences

4. Resilience Develop our people and the
5. Role in our communities business
and the environment

o Being trusted

a Leading efficiency
KEY OPPORTUNITIES ﬁ OUR MISSION OUTCOMES
1. Collaboration
e Innovation A company that our communities o Excellent customer experiences
3. Emerging markets trust and are proud of. To deliver

excellent experiences and create o Local community resilience

social and economic value
o Safe and reliable supply of water

a Corporate and financial leadership

Societal changes are the key drivers influencing our long-term ambition.
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Summary

Our Strategic Objectives

We have set ourselves four strategic objectives which reflect our corporate priorities.
the expectations of our customers and stakeholders and we will play our part in meeting
the future challenges which society and the environment faces.

Excel at Customer Experience
Building trust and achieving customer excellence needs to
continue. This is our top priority.

Leading Efficiency
We are commiitted to transforming our cost base.

Developing our people and our business

Our employees and delivery partners are key to our strategy
- they are the source of our customer excellence and
innovation. Customer excellence means we need to be ready
for the future shape of utilities that provide services that
customers want (potentially not just water), rather than justa
product.

Being trusted

The subject of our reputation runs through the entirety of
our strategy and supports all the other strategic objectives.
Itis not only about maintaining legitimacy with customers,
consumers, communities and other stakeholders, but also
about them having trust in our stewardship of the long-term
sustainability and resilience of Bristol Water and our local
environment.

OBJECTIVES

Excel at customer experience

Develop our people and the
business

Being trusted

000

Leading efficiency

In the long-term, our business objectives and the
outcomes have to align, and our strategy sets out how
we plan to achieve this.

OUTCOMES

Excellent customer experiences
Local community resilience
Safe and reliable supply of water

Corporate and financial leadership

0000

We have also set ourselves four outcomes, through
which we will measure our success at delivering for
customers and stakeholders.

Our long-term ambition for excellent community water experiences
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Summary

A summary of our plans

Q

Excel at customer
experience

2

Develop our
people and
our business

O

Being trusted

Leading efficiency

Our long-term ambition for excellent community water experiences

Excellent services
Providing choice

Affordable bills
forall

Inclusive services

Collaborative
working

Market engagement

Strong relationships
with our local
communities

Positive impact
on health and the
environment

Investing for the
future

Being transparent

Innovation
Digital technology

Supply chain
innovation

Resilient workforce

- Improve our communication channels

- Improving the use of data, e.g. linking asset information to customer data

- Transform the way that we deliver so that every interaction with us is positive e g. reduced traffic disruption from our works
- Faster response to our customers

- Customer centric asset decisions e.g. network geographic location link to customers

« Give customers choice of bundled services - e.g. provide water efficiency choice

= Customer self service - e.g. Direct Debit payment choices used to help trigger vulnerable service promotion

« All customers with good water pressure (including end consumers on shared connections)

= Develop cross-utility service offerings that connect with customers and communities

= Support local academic and entrepreneurial partnerships

« Invest in and develop our people and organisation

» Build joint ventures and partnership working to get wider benefits to our business and local community resilience

- Participate in and encourage further use of competitive markets, such as for water resources and demand management
- Reduce leakage and consumption

« Collaborate to deliver resource efficient communities

» Actively promote metering

« Deliver resilient and high quality water

- All major population centres can be served by more than one source.

- We will build trust through communicating our longer term plans.

- We will continually improve the resilience of water supplies - this requires us to deliver across a wide range of areas, including leakage
and water efficiency

- Community engagement and leadership in promoting the value of water

- Share our success and partnership working e.g. where customers help to support innovation that ultimately has wider benefits

- Maintain the long-term health of our assets as a minimum; improving long-term health as we deliver the service improvements that
customers value

» Deliver fair returns for our shareholders.

- Optimising our use of water resources and water treatment, in line with our Drinking Water Safety Plans
- Ambitious targets to reduce costs further

- Implement smart technologies in energy cost reduction and increase renewable energy generation

= Apply world class asset management processes

= Apply continuous improvement and lean cost reduction to everything we do

- Continue to build long-term financial resilience

= Achieve a low and efficient cost of financing

« Zero tolerance for health and safety failures for our workforce, our supply chain and our communities.
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Summary

A summary of our aims

« Fulfilling arole well beyond the basic
provision of water - We will deliver services
for customers, not just a high quality product.
We will work in collaboration with our
communities to have a positive impact on
the environment that they live in and their
wellbeing.

» Keeping bills affordable - We will innovate
to cut costs and provide better services.
We want bills to increase by less than
inflation over 2020-25, but not if this would
mean significant risk to excellent services,
protecting resilience and vulnerable
customers, or mean higher bills for future
customers.

- Improved resource efficiency- we will
ensure there are sufficient water resources
by cutting leakage and encouraging water
efficiency.

 Resilient supplies - we plan to ensure that
all population centres with over 10,000
people are served by more than one source
of supply (We have already achieved this for
most population centres with over 25,000
people).

Our long-term ambition for excellent community water experiences
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O € Suyeomestrom A summary of our future ambition
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choice on water efficiency
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excellent experiences and create WA I E R
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Working in partnerships with our
stakeholders helps to get thebest
outcome at the lowest cost




Summary

We will use your views to
shape our future plans

We hope you've enjoyed reading about our future ambition - this
is a consultation and your views will shape our future plans.

We are running further engagement events on our plans. As part
of our consultation we plan to work with partners such as the
University of the West of England to test our ideas and align our
plans to regional innovation and delivery opportunities.

We will use your views to shape our future plans- you can email
your contributions to strategyandregulation@bristolwater.couk

Our suggested questions that we would particularly welcome
responses on are:

To help us think about the future we asked you what our role
should be in the Bristol area. Your answers informed our own
statement of our future role. Do you have any comments on
our role and how it reflects your own view of us?

Our long term ambitions respond to our understanding of the
world around us. Do you have any comments on the future
factors we've identified, or any that we might have missed?

We've also developed four scenarios that describe different

ways the future for water services may evolve in the long term.

Do you have any comments on the future scenarios we've
identified?

We have set out how we think we can fulfil our role in the
future, responding to the factors and scenarios described
above. What do you think?

Our long-term ambition focuses strongly on customer
excellence and local community resilience. Do you agree with
this focus and our aims?

We can’t deliver our ambition alone and our plans focus on
building on ways in which we already collaborate with others.
Do you have any ideas about how we can work together with
other organisations to deliver our vision?

Join in the conversation on:

[ LinkedIn ¥ Twitter @BristolWater
using #bristolwaterclearly

D Also see the videos on our YouTube channel

Our long-term ambition for excellent community water experiences
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About us

We have along history of
supplying water to our

local communities. We are
asocial enterprise thatis
part of these communities.
Throughout our history we
have been privately financed
and our role continues to be
enhanced by our investors.




About us

Key facts about Bristol Water

SUPPLIES AN AREA OF 2,400 KM?

@
Bristol Water
supply area ® : ety
~ © o
e Yate
- Bath
KEY
‘ Groundwater source
@ Reservoir source
@ River abstraction
‘& Frome => Population supplied
v BRISAOL

KEY DUTIES

Regulated water only supply
company (“WoC”)

Licensed monopoly water
services provider

Abstract, treat and distribute
water

535k properties
1.2minhabitants

Retail services provided by Pelican
for Bristol Water & Wessex Water

Water2Business provide retail

business services, competing
with other retailers

Our long-term ambition for excellent community water experiences
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About us

About us

Bristol Water has supplied drinking water since 1846.
We have always been privately owned.

We serve a population of 1.2 million people and 34,000
businesses in an area of 2,400 square kilometres (1,000 square
miles). Our area of supply covers the area from Thornbury
and Tetbury in the north to Street and Glastonbury in the
south, from Weston-super-Mare in the west to Frome in the
east. We also provide a bulk supply of water to Bath. Wessex
Water provide sewerage services in much of our area.

We own three major reservoirs (Chew, Blagdon and Cheddar)
and a number of boreholes to provide water from our
catchments. But nearly half the water that we supply to our
customers, comes from outside our area of supply, including
from the River Severn.

We have arange of treatment works from the simple to the
highly complex. These feed water into a network of pumping
stations, storage reservoirs and mains so that we can deliver
high quality water to customers’ properties when they need it.

We have along history of supplying water to our communities.
In 1840, a government commission recorded: “There are

few large towns in England in which the supply of water is

as inadequate as at Bristol.” The following year, the Society

of Merchant Venturers, a collection of prominent Bristol
businessmen, established the Merchant Venturers Water
Works. With Isambard Kingdom Brunel as a backer, the group
sought to supply water to Clifton and the wealthier parts of
Bristol.

In 1845 arival group formed. They were concerned that

these plans were too restrictive and would not provide for

the poorer, more densely-populated areas of Bristol. The
government weighed up the plans of the two groups, and
narrowly came down on the side of the new group. On the 16th
of July 1846 the Bristol Waterworks Company was formally
established by an Act of Parliament.

Much has changed since 1846, but Bristol Water has been

an enduring feature of the water supply for Bristol and has
grown to provide excellent quality water to the city and the
surrounding area, with some of the lowest levels of leakage in
the country.

Our long-term ambition for excellent community water experiences
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About us

Our investors

We are financed by a combination of equity
(35%) and debt (65%).

Thisbalance seeks to ensure that we have both
the funds available to finance our business
efficiently and that the business is financially
resilient to developments in our market place.

Our debt is provided by a combination of major
local banks, including HSBC and RBS, as well

as major institutional investors in the UK, such
as Aberdeen Standard Investments, Legal &
General and Prudential, via long term bonds.

We employ a prudent mixture of debt, with
amajority being long term to achieve a good
match with the nature of our assets, and to
ensure that we are able to manage refinancing
risks, which is particularly important for alocal
water company of our size.

Equity is provided by a combination of
preferred equity, which is listed on the London
Stock Exchange, and ordinary equity:.

Our ordinary equity is 80% owned by
infrastructure funds advised by iCON
Infrastructure and 20% owned by ITOCHU
Corporation.

iCON Infrastructure’s investment is on behalf of
approximately three dozen long-term investors
from the UK and overseas, of which the
overwhelming majority are private and public
pension funds. The ultimate investors include
institutions such as East Riding Pension Fund,
Canada Post Pension Plan and MP Investment
Management A/S.

iCON Infrastructure is a responsible owner of
local infrastructure businesses such as Bristol
Water, with along history of involvement in the
UK water sector as well as an excellent track
record of investing in businesses providing

key social services. Other relevant examples
include Firmus Energy, Mountaineer Gas,
Stockholm Gas and Oslofjord Varme.

ITOCHU Corporationis a global, diversified
trading company founded in 1858 and based
in Japan, where itislisted on the Tokyo

stock exchange. It is involved in trading of
various products such as textile, machinery,
metals, minerals, energy, chemicals, food,
general products, real estate, information and
communications technology, and finance,

as well asbusiness investiment in Japan

and overseas. Itisactiveinthe water and
environment business where it has numerous
investments internationally.

CSE Water UK Ltd

Bristol Water
Holdings UK Ltd

Bristol Water
Holdings Ltd

Bristol Water Core
Holdings Ltd

BRISTOL
WATER

froe,
/TOGHY

Bristol Wessex
Billing Services Ltd

Searchlight
Collections Ltd

Our long-term ambition for excellent community water experiences
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How we are We must continually evolve

toberesponsive to the needs

L4 of our communities. We have
Changlng undergone significant change

inrecent years - cutting costs
and improving our services,
as well improving the way
we work and our impacton
the environment through
innovation. Together these
changes haveresulted in
significant progress on our
journey towards customer
excellence and local
community resilience.




How we are changing

How we are changing — a very different Bristol Water

RISTOL
T

Water
in the Future

Owur vision is to meet our customers’
expectations by providing an outstanding water
service in a sustainable and affordable way

December 2012

« Wehave cut our costs and become far more

efficient - we've done this through being
innovative in how we work.

We have used various methods to understand
our customers’ views and we have listened. For
example, we now plan to balance future supply
and demand by innovating to reduce leakage
and support customers with water efficiency. We
no longer expect to create a new reservoir for the
foreseeable future.

Our investors have changed and this has
renewed our focus on what matters most.

There has been significant changes to our Board,
and most of the leadership of the company have
changed too.

Much has changed since our last strategy document “Water in the Future” was published in 2012

« We havebuilt on the lessons we learnt from
our 2014 business plan submission, which
wereferred to the Competition and Markets
Authority after it was heavily challenged by
Ofwat.

» We still have much to do, and we will need to
continue to grow and change - and we can only
do this in partnership with our customers and
stakeholders, building their trust in the way that
we work and deliver our strategy. This lies at the
heart of our approach.

OBJECTIVES

o Excel at customer experience

e Leading efficiency

Q Develop our people and the business

O Being trusted

Our long-term ambition for excellent community water experiences Bristol Water... Clearly / 24



How we are changing

How we are changing

Excelling at customer experience

-but when things do go wrong our

k CUSTOMER EXPERIENCE

Organisation ranking by UKCSI score

» We are a local water company. Our
agility to innovate and change in
response to our communities’ needs
is one of our key strengths. We focus
this strength on providing the right
experience for our customers.

» Therespected UK Customer Service
Index compiled by the Institute of
Customer Service (ICS) compares
customer services from retailers across
many sectors. In the most recent survey
results, published in January 2018, we
were the top ranking water company
by overall UK Customer Service
Index(UKCSD) score (sharing this top spot
with Yorkshire Water).

» The overall UKCSI score for utility
companies is below the combined
average for all sectors (including for
example, the retail sector). Ofwat have
challenged the water sector to match the
performance of retailers in other sectors
- we agree. Our current customer
experience performance gives us a great
platform to go even further.

» Werecognise that this one measure
doesn’'t mean our operational
performanceis the best in the industry

customers trust that it’s the exception
and we will do our best to put things
right quickly. An example recently was
the major burst at Willsbridge.

« Like all of our activities, we deliver
customer excellence by working in
partnership. Our household customers
have a single billing and contact point
for water and wastewater services
in Pelican, a joint venture between
Bristol Water and Wessex Water. Our
operational staff and our contractors
work with together to deliver great
customer experiences.

UK all-sector average
Utilities

OVO Energy

Utility Warehouse
Bristol Water

M & S Energy

Yorkshire Water

United Utilities (water)
Scottish Water

First Utility

Wessex Water

Anglian Water

Dwr Cymru (Welsh Water)
Affinity Water

Severn Trent Water
Power NI

Northumbrian Water
British Gas

The Co-operative Energy
EDF Energy

Scottish and Southern Energy (SSE)
Scottish Gas

Essex and Suffolk Water
South West Water
E.ON (energy)
Thames Water
Scottish Power
Southern Water
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UKCSI Utilities Sector Report, January 2018
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How we are changing

Willsbridge burst: 18 - 20 July 2017
Case study
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How we are changing

Willsbridge burst:18 - 20 July 2017
Case study

35 Customer Satisfaction
A recent customer survey included some who were
Proactive Facebook and Twitter updates affected by the burst.

Of those affected surveyed, 62% were very or fairly

satisfied, with how the burst was handled.

Together with social and other media views, generally

customers were satisfied with our response and most
150k accepted that such events may occasionally happen.
But, we recognise there is always room to improve
communication and response.

750k

views reached

morethan

600

customer response

Customer Communications
The Communications Team was quick to respond.
Updates to the Bristol Water corporate site, social
media channels and the employee intranet were

made by 3am on 19 July.

Three members of the Comms team on ‘incident
alert’ for 24 hours to allow social media channels to
be effectively monitored and customer interactions
proactively managed.
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How we are changing

We are changing — excellence
toretailers and property developers

We provide excellent services to retailers who
serve business customers, for instance when
their customers want to switch suppliers,

We also make those developing new properties get the services they need from
us. For those competing in this market, we make sure they have the information
and service from us they need to provide choice to developers.

or keeping them informed about services
impacting their customers

Bristol Water aims to
provide excellent wholesale
services that support you
and your customers. We
understand that to excel in
the competitive market, you
will need first class service
from your water wholesaler
to support you in providing
excellent service to you
customers.

Our promise to you
-the Developer

Our Developer promise sets
out the levels of service you,
as a developer or builder, can
expect from Bristol Water

We understand that to encour-

age growth and investment in
our area of supply we need to
work in partnership with you
to ensure your new devel-
opment is connected to our

supply infrastructure in a time-

ly and efficient manner. We
recognise that you have strict
deadlines to meet for your
clients therefore our promise
isbased on national standards

and the target set by Water UK.

Our promise to you
-Self Lay providers

Our promise sets out the
levels of service you can ex-
pect from Bristol Water as we
work together to ensure your
project is delivered on time.
We recognise that you have
strict deadlines to meet for
your customers therefore
our promise isbased on
national standards and the
targets set by Water UK. In
addition to this we have

the aspiration that youasa
customer of Bristol Water
will receive industry leading
service.
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Innovation at the heart of our journey

We have a strong history of innovation that has had a wider
impact on therest of the industry. Historic examples include
introducing “ice pigging” - a process in which an ice slurry is
pumped into a pipe and forced along inside in order to remove
sediment and other unwanted deposits to leave the pipe
clean. It was developed in partnership with Bristol University
and today has many applications in the water sector and is
expanding into many other industries such as oil and food
manufacturing. This partnering approach to innovation
continues today.

The Water Bar and Refill campaigns are recent examples. The
Water Bar was developed because it reflects the diverse and
festival culture within our supply area - which provides an
opportunity to link the health benefits of water and the high
quality of water we supply to the local community. The Water Bar
won multiple awards and has been copied by other companies.
This partnership and engagement with the local community is
also highlighted in innovation in communication channels, such
as through the Bristol Water “You Tube” channel.

A recent example of the partnership working approach to
innovation is the Refill campaign. Working with City to Sea,

an app was developed which engages businesses and the
local community in highlighting the social and community
benefits in free public access to drinking water. The app
includes ‘gamification points’ and provides local retailers with
the opportunity to engage with the community, encourage
custom, whilst also providing an essential public service. This
innovation was driven by the wider environmental benefits
of reducing single use plastic bottles as well as our aspiration
to encourage greater recognition of the value of our drinking
water, in terms of both availability and quality. The metal and
wooden “Bristol Water Refill” bottles have become alocal status
symbol when out and about in Bristol and surrounding areas.
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We are changing

Innovation at the heart of our journey

For us, innovation in how customers and
society experiences the value of drinking
water forms a fundamental part of our
role in supplying the city and contributed
to Bristol being named European Green
Capital in 2015.

These innovations mean Bristol Water is
an integral part of the experience of living
in and visiting our supply area, for instance
the recent water efficiency campaign that
was based on “selfies” with our massive
toothbrush.

Massive Toothbrush
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In 2015 Bristol Water and @Bristol, with the
help of Bristol 2015’s Green Capital Partnership’s
Water Group, were successful in delivering
alandmark feature to the city centre - anew
water fountain. Tap into Bristol in Millennium
Square offers the public a plentiful and free
supply of water in one of the city’s most
popular open spaces.
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We are changing
Innovation at the heart of our journey

onovation | Transtormation _____| Contimious Improvement

We follow a structured
approach to identify
innovations to support the
business transformation that
we need to deliver a change
in how we work. We also
seek to deliver continuous
improvement through a daily
focus on using innovation to
improve our work. We use

a “Brainwaves” approach to
enable innovation from within
thebusiness, driven by our
people, who have the best

understanding of our business.

Ideas arerewarded and a team
from across the organisation
assesses the potential using
our innovation framework.

Current
improvements throughout the
business.

» We place great value on partnering with

other industry bodies and suppliers.

Business ATER
Plan

= BRITISH WATER

Imperial College

London UWE =
Bristol | i3

Future Increase our central co-ordination of

innovation in order toincrease the

benefitse.g.:

= Co-ordinate our technology scouting
around priority areas

- Ensure alignment across related
innovative initiatives such as smart

network components

» We pursue innovation to drive business

Transformation enables Bristol Water to

meetits cost and efficiency targets, through:

» Energy optimisation: buy less, useless, pay
less

» Organisation Design: reduce cost to serve
customers through better ways of working

» Commercial Management:enhance
strategic sourcing and commercial
management

» Workforce Management: increase time
spent on productive activities and seek
productivity improvements

» Continuous Improvement: drive bottom-
up’ business improvements and challenge
old ways of working

» Asset Management: implement risk based
investment decisions and better long term
“total expenditure” decisions

» Information Management: refresh
measures and accountabilities, reduce
reporting effort and reliability of data

- Identify the next efficiency steps as part
of our strategy

- Developing the next change plan to
deliver what's required

Process improvement initiatives

» To support our initiatives we trained and
accredited key staff in “L.ean Competency System”
fundamentals.

- Theinitiatives target a range of benefits for our
customers, stakeholders and investors.

Examples of benefits targeted:

- Improve our first time resolution for customer
enquiries

- Improve the usability of our website

- Reduce the manual effort associated with some of
our processes

« Increase the skill set of our staff

- Simplify how we pay our suppliers

*A process optimisation approach originally devel-
oped at the Lean Enterprise Research Centre at Cardiff
University

- Continue to build maturity into business’ Continuous
Improvement capabilities in order to drive ongoing
change

- Aim for all staff to recognise a culture of continuous
improvement

- Ambition is to deliver the majority of business
improvements through this ‘bottom up’ mechanism -
using our expertise and knowledge of what works.
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Recent innovations
Operations and assets

Innovationis a better way
of working, sometimes

this means using the latest
technology to deliver a
fundamental change in the
way that we work. Often it
means tackling an existing
problem through taking a
different approach. Here we
lista number of the recent
innovations in both our
operations and assets and
relating to our customer
service and communities.

Always in supply

Pontoon works

Southernresilience
scheme

Pipe Minding
technology

Dynamically adaptive
water distribution
networks

BRISTOL

——

Pump scheduling

Reduced Supply
interruptions

Cost saving

Improved supply
resilience and cost
saving

Cost saving, reducing
leakage

Reduced supply
interruptions,
improved water
quality, reduced
bursts, reduced
leakage

==

Cost saving

lnnovation | Benefit ____ Description

A flexible, modular system of temporary tanks and digital pumps, which can be delivered in a van and installed
on streets where maintenance work is taking place.

Floating Working Platforms on Water that are faster and cheaper than scaffold when working over or in water.
Idea generated through a British Water innovation exchange and being used at Purton water treatment works.

The Southern Resilience project team are using a range of technologies and processes to implement this
scheme including drones for topographical surveys, new pipeline specifications, and smart Pressure Reducing
Valves.

Offers high-resolution data for long periods, it can be used for pressure or flow monitoring, and is controlled
remotely. Highlights stresses and strains in the network and preventing leakage before it happens; for example,
flow and pressure data can show where the operation of pumps and valves are putting undue pressure on
pipes. The system also provides automated alerts for bursts and potentially damaging pressure transients.

This project has been a long-term collaboration Bristol Water, a technology company with extensive
experience in pressure control (Cla-Val) and a world leading research-led university (Imperial College London).

The project developed and implemented both analytical methods and control technologies to enable
the concurrent design, operation and control of dynamically adaptive water distribution networks that
automatically configure their connectivity and hydraulic conditions.

For example, under the “control to optimise” application state, specific hydraulic conditions within adaptively
configured areas are generated to minimise average zone pressure (AZP), variations in zonal pressure (VZPTM) and
the cumulative pressure induced stress (CPISTM), while maximising the resilience of the water distribution network.

Significant changes in the power generation mix are posing new challenges for the balancing systems of the
grid. Many of these challenges are in the secondary electricity grid regulation services and can be met through
demand response (DR) services — we are balancing our services with energy demand response through pump
scheduling. Benefits are assessed in terms of reduced green-house gas (GHG) emissions from the grid due to the
displacement of more polluting power sources and lower pumping cost for us.
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Recent innovations

Customer and community

Innovation

Live chat

Customer research

Water engagement
and water efficiency

Spawn to be Wild

Biodiversity index

Customer
engagement

Customer
engagement

Customer
engagement

Biodiversity

Biodiversity

One of our “Brainwaves” staff generated ideas- on-line chat for customers who find FAQs on our website don’'t answer their question - connects
with a real person with a social media style interface. Includes post chat survey feedback. Launching in January 2018.

A large volume of innovations, including research being done jointly into customer valuations with Wessex Water, development of an on-line
game, revealed preference research based on customer experience and response to supply interruptions, and a Youth Board.

A range of innovations including the Water Bar, Refill campaign, Spawn to be Wild, public water fountains, and Sugar Smart Bristol - a
structured partnership programme with a much wider impact, but is also a fundamental part of current and future customer experiences -
both for the acceptability of service and value of water and the environment. http://wwwbristolwater.couk/about-us/our-campaigns/.

Initiatives such as Spawn to be Wild and engaging with Bristol City Councils One Tree Per Child project provide a platform for direct
engagement with schools within the catchment to deliver lessons and messages around the natural environment, conservation of endangered
species, restocking waterbodies with fish and eels, local heritage, water efficiency and access to the environment such as Bristol Water
reservoir assets. These initiatives work in collaboration and partnership with local wildlife and rivers trusts and receive highly positive

acclaim every season and have won environmental awards.

We have a significant number of biodiversity projects including work to benefit bats, ospreys, white clawed crayfish, eels and honeybees.
Our Biodiversity Index approach creates a numeric score for a natural asset by combining ecological walkover results with habitat value
assessments. A baseline assessment is identified before any operational or infrastructure work to which would be lost or impacted. This
provides a quantifiable amount of environmental enhancement required at a site to offset an impact. It has elements of both ecosystem
services and natural capital approaches that we will develop further. The innovation of this approach is shown within its use during site
maintenance and planning, when the company sets out its environmental expectations which are used to brief those responsible for
undertaking the work.

http://wwwbristolwater.co.uk/article/bristol-water-improving-the-biodiversity-across-the-region/

Building partnerships with Natural England and stakeholders who have an active interest in the natural environment is a key feature of the
Biodiversity Index approach.
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How we are changing

Innovation in water efficiency
Case study

Benefits: Reduced consumption
We collaborated with the University of the West of England
(UWE) in a student village project collaboration on water q
consumption evidence base. Follow up projects use the site as What weve learnt
awater efficiency active testbed site which (for free to Bristol

Water) allows research students to learn and UWE reduce water
consumption and we test water efficiency approaches. Learning - — e,
points include understanding the water efficiency use trends for :
afuture generation water use trends who increasingly tend to
shower twice a day.

Largest study of its kind in Europe

Infrastructure management as important
as behaviour

‘Hard’ interventions cancelled out
by behaviour

Pressure matters

Demographics are important

. ! Brintol

i MOHASH " e
EE SOUTH AFRICA
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Innovation in delivering water supply resilience

The Southern Resilience Scheme is a new £27 million water
infrastructure project that will provide improved security
of supply to over 280,000 customers across our supply
area, including Weston-super-Mare, Cheddar, Burnham and
Glastonbury and the southern part of Bristol.

This new network will give us increased flexibility and will
allow us to move water from our northern sources into our
southern region in the event of a loss of supply, or water back
up to Bristol if we lose our northern supply. Put simply, it
means if there is an emergency on one of our pipes we can get
you back in water much, much quicker.

Aswell as this it will help us meet the increase in demand for
water over the coming years. Weston-Super-Mare is one of
Europe’s fastest growing towns, and so we need to supply all
of the new residents and businesses coming to the area.

We used our bespoke Biodiversity Index approach to

ensure that the work left a positive impact on the natural
environment, with no net loss in biodiversity construction
ends. We worked in partnership with Natural England to plan
and deliver wildlife mitigation and compensation.

Archaeological dig before the ring main is laid

Population atrisk
from asset failure
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How we are changing

Innovation in Robotic Process Automation (RPA)

Aswell as innovating to improve operations and
customer experience, we also identify disruptive
technologies - macro-trends that identify a wider
transformational impact. A recent example of

this is robotics. We identified that robotics and
artificial intelligence would be a key disruptive and
transformational activity, but that artificial intelligence

Frn-not o What s RPA?

The application of non-invasive software that

mimics human activity to perform repeatable

processes.

« IPA software interacts with systems from
the front-end like a human would do,

physical
robot!

Why RPA?

RPA has a broad range

of benefits, beyond cost
reduction. This includes,
quick deployment, improved

effciency, increased control,
and reduction in errors.

The initial pilot project ran over
just 6 weeks from start to full
business use.

The pilot robot was used to
process the settlement reports
received as part of the business
retail market.

It demonstrated a 75% time
saving, as well asremoving
any risk of manual error, and
freeing up people’s capacity for
more value-added work.

may be at too early a stage to meet our practical without interfering with system integration.
challenges today. Instead, a step to pilot Robotic Process + Technology has matured significantly in
Automation (RPA) - the application of non-invasive recent years and it is the fastest growing part
software that mimics human activity to perform of the automation sector.
repeatable processes is at an early stage of trials. This
. . = _ e -
provides an example of how our Busmess'ImI')rovement | PV p __:1; v b: : ¥ " i Y
& Innovation approach engages the organisation, runs Benefits / This means i s l { Icould ™
testable pilots, and then applies back to other business +  Consistent—reductionin. 4 | lcan d"-‘_ A Y thisto N /} C automate SAP
processes as part of transformation and continuous output variation REN| ace of the N (e, (7 nwaickinky et
. t *  Repeatable ( work | b jrt " g
lmprovement. *  Non-invasive software e o
. improves productivity—freeing =", = o .f"-x_/““v"‘\l.
up time for more value-added II"‘ 'Iibeableto A\
tasks P focus on the ;\
* Provides a full audittrail k‘_ important j
E Flexible—can ramp up or down Ty Dart.s ofmy '\ J
to deal with demand g job i
* Manages exceptions, with use \"--"\____,-'P
of message prompts and
exception reporting
3
' Next Steps
g = Develop pilot process to production
LR ™ - Ongoing internal capability development
. » Work towards utilisation of full robot capacity
AR A: E - Gather candidate processes from around the business for our RPA Hopper
1 ~]
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Taking innovation further

Asyou can see from our case studies we have recently taken

a wide range of steps to increase out use of innovation. But as
we look out to the future, we have identified a number of areas
we can build on this further through our future innovation, to
the benefit of water bills and services in the future. We explore
these further in the trends that are affecting our strategy and
the options we face.

Renewable energy generation at our works, reservoirs
and pipes

Customer in-house leak and usage monitoring. Use of
a water efficiency trading platform

Better use of consumer technology, apps, intelligent
systems. New consumer channels (Alexa skills for
water?)

Data sharing - contributing to the Bristol Smart City
operations centre

Technology to monitor and predict failures

Catchment management - working together to
improve the long-term quality of water in the
environment

Pipes that monitor themselves and can be fixed
automatically. Use of robotics and intelligent systems.
New ways of communicating information (e.g. meter
readings that flow through the water?)

Reduced carbon, reduced bills, resilience of power
supplies to our works

Choice of water efficiency, excellent customer service,
use of connected homes technology

Customer choice of how information (and services)
are delivered, better targeting of customer support
(e.g. managing payments). Use of connected homes
technology. Lower traffic disruption

Improving service such as low pressure and leakage,
less road works

Lower costs, better water quality, better environment,
future challenges identified sooner by working
together

Better data. Better knowledge of emerging problems
and how to fix them quickly. Better quality

Our long-term ambition for excellent community water experiences

Bristol Water... Clearly / 37



How we are changing

Enhancing our environment
and protecting water quality
Catchment planning and biodiversity

Our water treatment works remove chemicals and harmful
organisms from raw water to make it safe to drink.

Our catchment planning approach includes the use of satellite
mapping to identify key areas to target for the reduction of
nitrate and phosphorus at source.

The catchment planning and biodiversity index tools converts
land use and farming practices into nitrate, phosphorus and load
information, to help us to target our schemes.

Our Biodiversity Index approach was established in 2015. Since
this time, we have expanded the number of our operational

sites and projects adopting the approach, with the aim toleave a
positive impact on the natural environment following operational
activity and construction works.

Our way of working has been commended by Natural England
and our Local Engagement Forum.

It has enabled the company to improve its environmental
performance, as measured by our Biodiversity Index score.

Activities undertaken include woodland management, tree
planting and sensitive ditch and bank reinstatement, to enhance
thebiodiversity value of our sites.

We are now continuing to develop our approach, to incorporate
ecosystem services and social services assessment. This

will enable us to assess the benefits that our assets bring to
local ecosystems and society. This will support the long-term
maintenance of our environmental assets in the same way as
we maintain our other assets to ensure that they remain fit for
purpose in the long-term.

We intend to continue to increase biodiversity at our sites,
actively supporting a resilient natural environment across the
region.
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How we are changing

Enhancing our environment
and protecting water quality
Mendip Lakes Partnership

The Mendip Lakes are key sources of water. The quality of
drinking water relies on the quality of the water environment.
This is how we have enhanced and protected both and how we
plan to continue this work in the future.

2010-2015
Increasing frequencies of algal blooms in Mendip reservoirs
cause problems at our treatment works

2015-2020

We started the Mendip Lakes Partnership project - bringing

together the Environment Agency, Catchment Sensitive

Farming and Natural England to coordinate advice and

stewardship across the catchments. As part of this project we:

« Used satellite imagery to understand land use and nutrient
loss from the catchment

« Formed a Farmer Focus Group to inform the project direction

« Provide advice and support to farmers on nutrient and soil
management and analysis, farm yard infrastructure audits,
water management advice and Countryside Stewardship
application advice

» Provide farmers in the Mendip Lakes catchments with the
Bristol Water Catchment Grant Scheme, this has helped
farms reduce their pollution risk, for example by fencing off
watercourses and sowing cover crops over winter to reduce
nutrient leaching

» Runregular farm workshops with specialist speakers

2020-2025

We will continue to lead the Mendip Lakes Partnership,

farmer engagement and provision of the grant scheme. The

programme will be extended to include the River Axe and

Cheddar Springs catchments as these are the catchments which

supply Cheddar reservoir.

» We will build partnerships with Bristol University and
Wessex Water to improve our scientific understanding of the
reservoirs and the catchments and to validate our catchment
management approach

« We will try different catchment interventions to deliver
wider benefits and ecosystem services, for example such as
promoting restoration of farm ponds and reedbed wetlands

» We will develop a way to measure our improvement across
the catchment in terms of what we are trying to achieve, ie.
reductions in nutrients lost from farms to the environment

Farm workshop with machinery demonstration
(Lo

[T

§

£ 880

L

T 1 P T 1 OO0 30 0 W DOfL FOO (0N JI00 NOM DOOS TR0 JOR) bR B1D DOSA NN IR AT

Algal blooms have reduced in the last 2 years - likely due to the
weather. The catchment approach will take several years to
show the full benefit
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How we are changing

Enhancing the environment
and protecting water quality
Metaldehyde Action Project

Metaldehyde is a pesticide used by farmers and gardeners to
control slugs. It is washed off land during rainfall events and
finds its way into raw water sources such as the Gloucester &
Sharpness Canal. It cannot easily be removed by current water
treatment work processes and so Bristol Water is working

with farmers to reduce the amount used and risk that it will

be washed off the land. Here is how we have dealt with this
challenge to date and what we plan to do in the future:

2005to0 2010
We were the first company to detect metaldehydein
concentrations exceeding the drinking water standard O.1ug/1

2010to0 2015

We started the Metaldehyde Action Project catchment

management programme in the Canal catchments:

« Weundertook river and stream sampling and fed back results
tofarmers

« We provided advice to individual farmers with high risk
operations and fields next to watercourses

» We calibrated of slug pellet spreaders to ensure accurate
applications

« We provided training for farmers and agronomists in pesticide
use

» We put leaflets in garden centres, agricultural suppliers and
articles in thelocal press

» We engaged with domestic slug pellet users

» We trialled non-metaldehyde alternative (ferric phosphate)

20152020

Continued above programme of monitoring, training and

engagement:

« We have further strengthened good relationships with the
farming community

» Wehave compensated farmers for the higher cost of using
ferric phosphate instead of metaldehyde

2020-2025

We will continue the programme of monitoring, training and

engagement

» We will continue to build strong relationships

» We are developing partnerships with organisations such as
WWT Slimbridge and Gloucestershire Wildlife Trust, who have
aninterest in water quality in the catchments

» We will continue to focus on reducing metaldehyde use from
domestic and allotment sources where investigations have
shown this to be a problem

Maotaideyde gl
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Raw water quality monitoring indicates reduced
frequency of high concentration events
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How we are changing

Future Water resources
Case study

Stakeholder views, supported by customer research and Baseline supply demand balance position
engagement informed our future strategy for water resources,

set out in our draft Water Resources Management Plan. Our

plan takes account of all statutory drinking water quality

obligations and plans to meet all drinking water quality

legislation.

The plan sets out that we no longer need to build a new

reservoir at Cheddar. The small gap that we have projected

between supply demand deficit, which is based on planning for

the worst expected drought which is only expected to occur =
more than once every 500 years, can be addressed before e, pm—

2034 by measures to reduce leakage and water demand. We h
are therefore planning to reduce leakage (by up to 15% by 2025)

and promote water efficiency to help support customers as

metering increases and consumption reduces.

In thelong-term, we would work with Wessex Water to optimise
the way we share our water resources, potentially reducing

our bulk water supply transfer to Wessex Water at Newton
Meadows. We are working closely with Wessex to boost
resilience through flexible use of water resources.

@ Total Water Avallable @ Total water requi
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How we are changing

Becoming moreresilient (resmnc: )
Our resilience framework

Resilience is the ability to cope with, and recover from,
disruptive events in order to maintain services for people and
protect the natural environment, now and in the future.
Resilience is important to all organisations, but is particularly
important to the water industry due to the importance of our
services to customers, to public health, to the economy and
growth and to the wider environment.

To deliver resilience we need:

» The trust of our customers and stakeholders (as was shown in
the Willsbridge burst);

» Tounderstand how our assets work and how we reactin
events. We are leaders on this for drinking water as shown by
our position on the Drinking Water Inspectorate’s Compliance
Risk Index;

« Excellent customer services when we respond to events;

» Athorough understanding of customer and stakeholder
needs;

» Financial resources available to cope with unexpected costs
and to maintain a focus on long-term plans as we deal with
short term events; and

» Corporate agility; as well as focusing on day to day
performance for customers, we also focus on corporate
responsibilities such as health and safety. We plan to avoid
incidents, but we practice our response to crisis situations so
we areready.
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Future challenges toresilience

The World Economic Forum
publi sh; S an annu all Gl oglal Risk Globalrisk toresilience | Our strategic response

report thatlooks at trends in risks. Climate change We areresilient to climate change - our draft Water Resource Management Plan demonstrates how

We summarise below some of these we plan to the worst historic events by reducing leakage and customer consumption through water

risks and hi ghli ght the local factorsin efficiency. We don't currently have any environmentally damaging abstractions that require action,
but we will investigate a few sites for further action by 2023. We will also reduce our environmental

our strategy that form part of our long_ impact through energy efficiency, contributing to the Bristol City carbon strategy.

term approach toresilience.

Degrading environment Catchment management, and our biodiversity toolkit, helps us to understand and take action to
protect natural capital. Traffic disruption and congestion in Bristol and surrounding areas is a key
environmental impact which we will help to reduce through innovation.

Rising cyber-dependency We have a strong IT platform to keep data secure. We are exploring wider sharing of data, including
innovations that link connected homes to our connected networks, and smart city networks for
Bristol.

Polarisation of society - income We already monitor the percentage of customers in water poverty, targeting our vulnerable

and wealth disparity customer support and social tariffs as incomes change. Efficiency and financial resilience ultimately
means we reduce costs to all customers in the long run. Our objective of “being trusted” focuses on
our role in society.

Ageing population and Our objective of ‘Developing our people and our business’ forms part of our corporate resilience. We

workforce are planning for the future skills we need, and our partnership approaches with regional bodies help

us to deliver this. Our innovation approach also helps develop the skills of our current workforce.
Our strategy for society could see us playing a role in future in helping monitor elderly friends and
relations who may live on there own - technology that monitors everyday water use could help to
indicate when help is needed.

Stressed economics and social We take along-term and cautious approach to financing, reflecting the vital nature of the services we
protection provide. We also have a strong focus on our efficiency. Customer excellence means that customers
also believe there to be value for money in the services we provide. We also see arole for us to
play in social protection - using technology so we can promote our service choices to time-scarce
consumers at the point they need us most but don't realise we can help.
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How we are changing

Examples of how we deliver resilience through

our outcomes and objectives

Like innovation, resilience plays a key role throughout our plans. Each of our outcomes and objectives helps to deliver

different elements of resilience: operational, service, financial and corporate.

OBJECTIVES

« Drinking water safety plans

» Working closely with our
neighbours

» Network monitoring and control

« Back up power supplies

 Long-term planning for a resilient
network

« Cyber security

» Compliance and Event Risk Index

» Catchment management and
environmental partnerships

Excel at customer
experience

Develop our peopleand
thebusiness

Being trusted

Leading efficiency

®0 0 O

OUTCOMES
o Excellent customer - Strong stakeholder partnerships
experiences « Transparency
« Emergency planning and
0 Local community response procedures
resilience  Workforce planning
» Strong staff engagement
o Safe and reliable » Recognised ISO quality mitigation
supply of water « Risks understood, monitored and
managed
° Corporateand « Use of external expert advice
financial leadership

Operational

Corporate

« Partnership working - scaling of
response for exceptional events

» Customer excellence during
normal operation

« Use of technology to communicate

» Learning from incidents and events

« View asset information from
customer perspective, not as
properties supplied

» Long-term investors - transparent
arrangements

« Leading efficiency

» Maintaining efficient balance of
equity and debt

» Maintaining investment grade
credit rating

Our long-term ambition for excellent community water experiences
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How we are changing

Caring for our customers
Affordability and vulnerability

We aim to make our bills affordable to all and our services
accessible to all, including for those customers who arein
circumstances which make them vulnerable.

To effectively reach out to customers in need of financial
assistance we work jointly with Wessex to partner with a
number of charities. Our support is offered as a wide range of
options when the charities help customers with their finances.

We currently already offer a range of social tariffs and support

options:

» Flexible Payment plans - allow customers to have a short
payment break, this may be needed when circumstances
unexpectedly change, possibly due to a bereavement or
health.

« Metering - having a meter is one of our first options for
lowering bills; it is offered in combination with water saving
advice.

» We offer payment directly from benefits.

— WaterSure Plus - this caps the bill for customers who
are low income and high usage; the cap is higher than
the national minimum.

— Assist - arange of low rate tariffs which vary with the
customers’ ability to pay

— Pension credit tariff - a bill discount of around 20%
where the customer is in receipt of pension credit

» For customers in debt and ready to start making ongoing
future payments, we run arestart scheme - a two year
payment plan designed to cover current usage, with
old debts written off as contributions are made towards
them. We target support through www.moneyadvicewest.
org.uk with arange of face to face, online and telephone
independent advice available.

« Inthe future, on-line adjustments by customers to their
direct debit levels, to identify those who may need our help.

This year we are expanding access to social tariffs, to those
who receive abill via a third party rather than directly fromus
-such as those in supported accommodation.

We use a Priority Services Register to capture the additional
needs of customers in circumstances which make them
vulnerable. We offer additional support to customers when
they are affected by an operational issue, as well as providing
tailored methods of communication, such as bills in brail or
minicom services for those customers with impaired hearing
or speech difficulties.

We have been part of an initiative to sign-post our vulnerable
customer services with the energy sector - through Western
Power Distribution. We plan to expand our partnership
working using technology to improve our vulnerable
customer services.

Metering can help many customers with the affordability

of their bill. Our recent ‘Beat the Bill campaign is a way for
households to see if they could save money on their water bill
if ameter was fitted. As part of this campaign we are puttinga
water meter in place so we can tell customers exactly what the
difference between their current bill and a metered bill would
be. Customers can then have the choice to switch to a meter,
or if they want to carry on with their existing billing, they don't
need to do anything.

AFFORDABILITY

& VULNERABILITY

Excellent customer
experiences

Being trusted

“Debt was something that happened to
other people, not me.I'd never thought
about it before... speaking to the companies
you owe money to makes you realise

they only want to help”

Jan from Bristol
After we helped her repay her debt

Our long-term ambition for excellent community water experiences
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How we are changing

How we are changing:
Improving our efficiency

The innovations we have set out in this document have
allowed us to make big strides forward in our cost efficiency.

We have been rapidly closing the gap on wholesale costs
between Bristol Water and the leading companies on
efficiency, whilst at the same time delivering excellent
customer services that other utilities appear unable to
match. There is always uncertainty on an efficiency position
(particularly shown by the range of model results) and
future innovation trends mean we expect (and are planning
for) the frontier of efficiency and service levels to become
increasingly dynamic. But the trend in our performance is
clear and progress to date means that we are confident that
our future plans are based on sound, efficient costs.

Webenchmark extensively to other water companies and
utilities, as well as looking outside the sector.

We also compare our costs to utilities in Europe to see what
lessons we can learn. This shows that our unit costs are low
compared to similar sized utilities around Europe.

Expert research we commissioned has estimated that our
costs can be expected to increase by c1.4% above CPI(H)
inflation over 2020-25. Inflation already includes the average
efficiencies made by companies in the whole economy. So

if nothing else changed, we might need to make efficiencies
of an additional 1.4% each year in order to avoid these cost
increases affecting bills.

Bristol Water estimated wholesale
efficiency gap to top companies

Z .
0% 5% 10 15% 20% 25% 305 35%

Efficiency range derived from a series of modeling approaches,
including those used at the 2014 Price review. The blue “low”
efficiency estimate derived from an innovative efficiency
model selection work undertaken for Bristol Water by

third party experts that identifies Water Treatment Works
complexity as a significant industry factor which produces the
most robust and appropriate model from an econometric and
engineering perspective.

The unit total costs per process for Bristol Water are low
compared to Western Europe+ group

Total costs per process
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How we are changing

Benchmarking and comparisons

We take part in the EBC European Benchmarking project - this
allows us to compare our cost and service levels to other water
companies in Europe.

This shows we compare well on many metrics, although energy
use is higher, which reflects the complexity of many of our
treatment processes, something we are seeking to address
through energy efficiency investment.

The sustainability indicators also suggest that, at 76 years on
average our mains are the oldest in Europe, reflecting our
enduring history of serving Bristol. But they are maintained well,
as mains bursts are well below average. The volume of mains
replacement is below many companies in Europe, but innovation
in monitoring means that services to customers are protected as
theinvestment is well targeted.

In addition, even though our leakage performance is amongst the
leaders in England, we plan to cut leakage, and help customers
cut their consumption by much more.

Performance overview per area
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Wholesale cost pressures

We have reviewed the cost pressures that could affect us in the future. In the past there have been
significant inflationary and unavoidable cost pressures that have affected water companies, but
looking forward it is not clear that costs will necessarily increase by more than RPI inflation. We
bought energy in advance for the next few years at arate cheaper than it is today, so we are likely
to see some increase in energy costs in 2020, but we plan to increase our energy generation to help
offset this. The main cost challenges we face are summarised below:

Cost and efficiency risk What we are doing about it

46% of our water comes from the Gloucester to Sharpness We will challenge any cost increase for using the canal and
canal - which we have to pay to pump and abstract and is target reductions.
relatively expensive to treat.

We have more expensive and complex water treatment
works than other companies.

This delivers high quality water to customers. We are
looking to use renewable energy to reduce the overall cost.

We will work with local authorities and contribute to their
long-term strategy to tackle traffic congestion.

Traffic congestion in Bristol and the surrounding area is the
worst outside of London.

Operating in a city with a historic water network can result
in increased maintenance costs as assets age.

We use innovative technology to target our work at the best
locations.

Higher wages than the rest of the South West, especially
because of major construction and infrastructure projects in
theregion.

We manage our skill development and workforce planning
carefully to ensure we have the skills we need. We invest
in new technology to overcome cost pressures wherever
possible.

Retail Efficiencies

Our research suggests that household retail costs are linked to scale
(the size of population served) and whether bills for water and
wastewater services are sent together. We have historically had
efficient retail costs, in part because the joint venture with Wessex
Water (Pelican) allows us to avoid duplicating customer contact and
billing between the two services.

Customer bad debt and debt management costs are approximately
40% of our retail cost. Our research suggests that efficient bad

debt costs arelinked to deprivation, wholesale bill size and level of
transience (wWhich makes it harder for companies to keep track of
people when they move in and out of properties). Our wholesale
policy of selectively metering properties on change of occupancy
helps ustobe efficient, as well as reducing water consumption.

Our retail costs arelow in comparison to other companies and we
also provide high levels of customer service and social tariffs. Our
view, supported by expert research, is that our retail costs remain

among themost efficient in the industry.

We expect we will have to make cost reductions to maintain this
position over in the future, although this depends on how much we
canabsorb inflation and pressuresin society that could increase
bad debt. Bristol and the neighbouring areas we serve are seeing
anincrease in household indebtedness, in part reflecting the high
housing costs in this growing area.

Estimated percentage of residents who are ‘over-indebted’
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How we are changing

Chargingless

Reducing our bills

Our bills decreased by £28 (14%) in 2015, and
have increased by less than RPI inflation since
then.

After 2020, Ofwat have decided bills each
year willnolonger be linked to RPI inflation,
which is an out of date index. Instead - CPIH -
the Consumer Price Index including housing
costs, will be used. This is approximately 1%
per annum lower bill changes than might be
expected than with the RPIindex.

Many benefits and pensions are now linked to
CPL, and inrecent years average wage increases
havebeen closer to the CPIrather than RPI
index.

Where we have costs that change closer to RPI
rather than CPI, we will have to work harder
on efficiency to make sure that bill changes are

below the new assumed rate of inflation, or less.

Bills are likely to decrease as Ofwat expect to
set a cost of capital for the industry at c.24%,
compared to the 3.7% assumed for 2015-20 (in
real terms before RPI inflation).

All other things being equal, this would reduce
Bristol Water bills by c£7 (c4%). The shift of
inflation to CPIH could see an initial change to
bills that broadly offsets this.

Before we consider options for investment

in services, there are changes in costs and

the timing of investment that can also affect
bills. There are choices on how quickly
services improve and customer views on
what is affordable may change. Our plans and
timing of delivery must adapt to this, as well
as considering how we can deliver more by
innovating at alower cost.

At this stage we would like bills to change at
arate at or below CPIH inflation, although

this depends on taking a long-term view on
financing costs to sustain all of the large drop in
bills seen in 2015.

This consultation on our long-term ambition
considers how we can meet this aim,both in the
next few years and in the longer run.

Tariffs can go up for individual customers by
more than average bills, particularly where
customers on a meter cut their consumption,
or by lower amounts as costs are shared with
new customers. We always aim to keep tariff
increases for any customer below 5% each year
unlessit is not in customers’ long -term interests
to avoid this. We have managed to achieve this
up to 2019, despite inflation this year being at
3.9%.

d YOURBILL i

Bristol Water average bill

m Forecast average

—@=—From 2015/16 wi
inflation

Average Bill £

14/15  15/16 1617 17/18  18/19 1920

Between 2015 and 2019 Bristol Water bills have decreased by 9%.

Over the same period electricity prices have increased by 17% and rail fares by 9%. In the
last two years house prices in Bristol have increased by c17%

Our long-term ambition for excellent community water experiences
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How we are changing

Chargingless

Where your money is spent

The average household bill in 2017/18 was
£175, equivalent to 48 pence per day.

A total of 70% of this is spent on day to day
expenditure to maintain wholesale supplies,
with around 10% being spent on customer
service.

Borrowing and shareholder investment in
assets that was not reflected in customer bills
in March 2017 had a total value of £471m,
equivalent to around £900 per customer.
The cost of financing this investent is
reflected in profit and interest.

Ofwat incentives are set at price reviews -
companies will earn more profit (and returns
to shareholders) if they are more efficient or
deliver better services than assumed.

One of the ways this is measured is through
the “Return on Regulated Equity” - RORE.
Ofwat assumed that we would be able to earn
areturn of 5.8% over 2015-20, within a range of
-0.2% 10 7.8%.

Between 2015 and 2017 we only earned a
RORE of 4.6%,1.2% below that assumed by
Ofwat. Whilst expenditure was in line with the
efficient level Ofwat had assumed, debt costs
were higher than Ofwat assumed (explaining
0.6% of the difference). Interest costs are
higher for small companies such as ours, as
larger companies can borrow at a lower cost.
If customers prefer to be served by usrather
than by alarger water company, then this

additional financing cost forms part of their bill.

Bristol Water also had some outcome
performance penalties, because supplies were
interrupted more than expected, water quality
fell below target, and fewer customers chose
to have a meter installed. These outcome
incentives will be reflected in customer bills

as part of the 2019 price review, together with
incentives that apply over the whole period
including for leakage and customer service.

This performance results in lower returns to
shareholders than would otherwise be the
case.

d YOURBILL i

Where your bill goes (2017/2018 - average bill pence per day)

Average water bill

48 pence per day

M Billing and customer
services

B Interest costs
B Profit

H Treating and
delivering water

B Maintaining
equipment

B Taxes,rates and
licence costs

B Customer debt and
debt management

Our long-term ambition for excellent community water experiences
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How we are changing

Regional strategies

Our future plans are also informed by local and regional
government and business agencies, who we work with closely.
Many of the future factors that we have identified have been
informed by their priorities and work plan.

The West of England combined authority strategy focuses on
developing skills for the future workforce, and building on the
region’s creativity and high-tech local business. This provides a
test bed and support for entrepreneurs and academic institutions
to help solve shared challenges. We have arole to play as our
innovation strategy and future workforce strategy will benefit
from working in alighment towards these priorities.

The City of Bristol corporate strategy “includes the Mayor of
Bristol’s vision of a flourishing and resilient city. The strategy calls
for an agile and connected citythat makes use of technology
tobuild community trust and connects people through shared
actions.

The strategy deals with short term and long-term issues such
as the need to improve housing quality. It is environmentally
ambitious to put Bristol on course to be run entirely on clean
energy by 2050 and introduce a safe, clean streets campaign.

m Corporate and financial leadership

e Local community resilience

o Being trusted

e Develop our people and the business

West of England combined authority strategy

Businesses that succeed

= Supporting businesses to start up, grow
and flourish.

= Supporting our businesses in developing
and maintaining success in existing and
emerging markets around the world.

« Attracting investment and high quality
employment opportunities into the
region.

- Removing barriers to completing the cycle
of creativity and innovation from idea to
design to commercialisation, within the
region.

World class skills for

employment

- Improving alignment of knowledge and
skills supply with existing and future
employer demands to enable individuals to
succeed and businesses to grow.
Developing an integrated employment,
education and skills system that is engaged
and responsive to employer needs and
provides clear routes into employment and
tomore sustainable and rewarding careers.
Supporting and stimulating business,
including SMEs, to attract and develop the
talent they need to improve productivity.
Developing innovative ways to provide
local people with appropriate support,
information, advice and guidance to unlock
their career potential and thrive in a modem
economy.

City of Bristol corporate strategy

Flourishing

Resilient City

Fair

Every person living in Bristol has the
assets and opportunities to enjoy a good
quality of life.

Liveable

The city centre and neighbourhoods are
great places for people of all ages to live,
work, learn and play.

Sustainable

The city and region prosper within
environmental limits through adopting
new behaviours and technology.

L

¥ COLLABORATION |

Infrastructureffit for the
future

- Improving connectivity in the region to
increase access to jobs, reduce congestion
and promote sustainable transport choices.

- Improving national and international
connections to expand the regions global
reach.

» Finding innovation ways of increasing the
availability and affordability of a range of
housing types creating communities where
people want to live and work.

- Enabling employment space to provide
opportunities that suit the needs of
businesses at all stages.

= Supporting high quality, effective digital
infrastructure to address variations in
connectivity and broadband speed.

« Developing infrastructure that is sustainable
for future generations.

Q=
Bristol citizens and leaders make agile

decisions based on shared priorities and real-
time information.

e Connected
A strong network of local communities and

organisations promotes trust, cooperation
and shared action across the city.

Our long-term ambition for excellent community water experiences
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How we are changing

Working in collaboration with others
Smart City “Bristol is Open”

According to Navigant research, Bristol recently overtook
London as the number 1 “Smart City” in the UK. It provides
aunique environment for “Internet of Things” testing, an
extensive partnership ecosystem, and established pathways for
scaling successful projects. This provides a clear pathway for
developing the vision we set out above.

It provides a large scale connectivity testbed for urban
innovation, whilst the new City Operations Centre provides

an evolving platform for the integration of new and existing
services. We can contribute and tap into this environment. Bristol
City Council and the Mayor continue tolead the way in areas
such as open data access, energy innovation and community
engagement. This provides the opportunity for us to work
collaboratively and innovate to deliver our plans.

Examples include:

» REPLICATE - an integrated smart district which we can use to
test our innovations.

» The Smart City Bristol projects stretches to the wider City region
across South Gloucestershire and North Somerset, which aligns
well with our service area.

« Traffic management and control is a major driver of the Bristol
Mayor’s strategy, for instance ambitions to reduce traffic
infrastructure to unlock urban rivers for the Wellbeing of
communities. Our existing partnership works are integrated
with these ambitions.

» The priorities for vulnerable customer monitoring align with
our need to understand more about when our customers need
our support.

» Reducing leakage through improved monitoring of the pipes
customers are responsible for aligns with the “Bristol is Open”
damp busters - frog shaped temperature and humidity sensors
to target improved housing.

« Citizen sensing could help us monitor our network - in Bristol
thereis the ambition for citizens and communities tobuild, use
and act as sensors e.g. measuring temperature on technology
that already exists, such as smart phones.

L

¥ COLLABORATION |

BRISTOL

THALLENGERS CONTENOEIRS LEADIRS

L @ WL

Source: Navigant Research
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Our performance

Transparency is important
tous. Here we provide
asummary of our
performance against our
current company outcomes.
We have also published a
wealth of information on
our performance on our
website.




Our performance

Our Performance

In December 2017, we published our mid-year performance
report for 2017/18 which set out our progress in delivering our
performance commitments and outcomes so far over 2015-20.
Thereport also wherever possible compared our performance to
other companies, which has informed our future targets set outin
this consultation.

Thereport included an independent assurance statement that
we had set out our performance in a fair and reasonable way.

Transparency is important to us, and together with our Challenge
Panel, our customer challenge group, we constantly try to
improve our approach to the presentation of our performance.
For example, we think that indicating our relative position to
other companies using colour-coding helps to provide customers
and stakeholders with more context than just whether we are
meeting our targets.

Our Challenge Panel is an independent group of interested
and expert stakeholders whose role is to ensure that customer
voiceremains at the heart of our decision-making. It hasan
Independent Chair - Peaches Golding OBE - and the panel
hasregular access to our Board. A key part of their role is to
monitor the delivery of our commitments to customers. They
produce an annual report on our performance that is available
on our website, which goes through each of our performance
commitments from the customer’s perspective.

49,016
text messages were sent to

mobiles and landlines to warn
customers of operational issues.

86%

Of stakeholders rated the services
we provide as excellent, very good
or good.

75%
of stakeholders rated the quality of

our communications as excellent,
very good or good.

Our long-term ambition for excellent community water experiences

More satisfied customers

Camshoemor g siiee oo Gy

2015 /T

83% 86%

SIM woowe: - ot St oud of |8

’ F
A0ENG BOIAAT

B5r% = B59%

Improving performance

Comsbrerran ppUSStion s

Peegsdive weiteT qrisbtY cortactl

O 23292162

Urgpilnames] Custramssy mlraied ki

2015116

201617

155 131

e 2 et

Whater chinbnty (RCAT)

99.97%

et M O T
froam ST In 208506

* . Caitwon ek
2005716  2006/17

he? 35.3 318

Bristol Water... Clearly / 54


http://www.bristolwater.co.uk/wp/wp-content/uploads/2017/12/BWCP-Annual-Report-2017.pdf
http://www.bristolwater.co.uk/wp/wp-content/uploads/2017/12/2017-18-Bristol-Water-Mid-year-Report.pdf
http://www.bristolwater.co.uk/wp/wp-content/uploads/2017/12/2017-18-Bristol-Water-Mid-year-Report.pdf

Our performance

16/17 industry
performance

Bristol Water performance to date

Performance Unit 15/16 16/17 Trend 17/18 17/18 full Ontrackfor Comparison Lower Upper
Commitment half-year yeartarget 17/18 year to others Quartile Quartile
end target?

Unplanned customer Minutes/prop/year 65.04 12.8 125 54
minutes lost
Asset reliability Improving, Stable Stable N/A N/A N/A
—infrastructure Stable, Marginal, <>

Deteriorating
Assetreliability Improving, Stable Stable N/A N/A
—non-infrastructure Stable, Marginal, <>

Deteriorating
Population in centres Population 288,589 9,063 N/A N/A
>25,000 at risk from 4
asset failure
Security of supply index % > N/A 100 100 100
(SOSD Key
Hosepipeban frequency Days --- N/A 102 N/A N/A B Targetmet,

potential

Mean Zonal Compliance % 9994 100 9996 9998 reward due
(MZC) W Target met
Negative water quality ~ Contacts 886 2322 95 49 :izigi Egi ggi
contacts (comparators per engalt due ’

10,000 customers) - }Iihea dyo f others
Leakage ML/d (comparators 121 88 B Behind the others

We expect to continue to meet all of the above targets for 2020
shown above. Where we are currently not on track during
2017/18, we take further actions wherever possible to meet our
commitments.

We will exceed our “unplanned customer minutes lost target”

for supply interruptions for 2017/18, due principally to major
interruption events at Willsbridge (54.74 minutes) and Sea Mills (4.55
minutes). We have investigated the root cause of these incidents, in
order toidentify other locations where similar events arelikely to

452
Litres/property/day

occur, so that we can put measures in place to try to prevent these
bursts from happening, or take steps to minimise the impact on

our customers if they do. We have taken a number of operational
initiatives to improve our response and recovery times, including
new tools and techniques to allow ‘live” isolations of mains following
bursts and rapid re-zoning of the network.

Our Mean Zonal Compliance Drinking Water performance will not
meet our target of 100%. The main cause of lower performance
thanin previous years is due to nickel failures in samples taken at

M Bristol in the pack

customer taps. These failures are outside of our control. If the three
nickel failures we had at the mid point of 2017 are excluded from the
calculation, our performance would not have incurred a penalty.

We have mobilised additional resources to reduce outstanding leak
repairs and additional active leakage control activities have been
undertaken with the aim to bring leakage levels in line with the
annual target. This reflects our commitment to reduce leakage by
12% between 2015 and 2020.

Our long-term ambition for excellent community water experiences
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Our performance

Bristol Water performance to date

16/17 industry performance

Performance Unit 15/16 16/17 Trend 17/18 17/18full Ontrackfor Comparison Lower Upper
Commitment half-year yeartarget 17/18 year end toothers Quartile  Quartile
?

Per capita consumption Litres/head/day 1436 N/A 1455 134.2
(PCC)
Meter penetration % 58.8 42 69
(household)
Total carbon emissions kg CO, e/person --- 1596 23 - N/A
Raw water quality Improving, Marginal  Marginal N/A
of sources Stable, Marginal, 4 >

Deteriorating
Biodiversity index Improving, Stable Improving N/A

Stable, Marginal, <> Key

Deteriorating B Target met,
Waste disposal compliance % 4 > 978 100 N/A potential

reward due
Percentage of customersin % 19 N/A N/A N/A N/A [ Target met
water poverty M Target not met
Service Incentive Top5 Top5 86 W Targetnotmet,
Mechanism (SIM) penalty due
B Ahead of others

General satisfaction % 93 N/A N/A N/A N/A B Behind the others
from surveys M Bristol in the pack
Value for money % 71 -N/A N/A N/A
Ease of contacts % 96.5 N/A N/A N/A
from surveys
Negative billing contacts  Contacts/year --- 1,383 2315 - N/A N/A N/A

Meter penetration is the target we are most likely not to achieve,

as thisis driven by customers choosing to have a meter and by

the number of property moves. We maintain our plan toincrease
metering, and continue to promote the benefits to customers, such
as through our recent “Beat the Bill” campaign.

Some of our environmental targets such as carbon emissions rely on
third party energy generation so also may not be achieved.

Our customer service performance measures, such as ease of contact
and the industry Service Incentive Mechanism, are also not currently
meeting our ambition to be amongst theleadersin theindustry. Some
of this can be explained by the major supply interruption events

we experienced this year. Our focus is toimprove the culture of the
organisation by putting the customer at the heart of every decision.
Itis often the little things which make the biggest difference to our
customers. We are working on over 40 things which we cando

quickly to give abetter experience. For example, we are continuing
towork on new customer channels, such as aleaflet that explains
what to expect from us when we are working in an area. We are also
innovating tobetter equip our teams toresolve issues first timeand to
minimise the impact of essential works on the communities we serve.
Sometimes the simplest solution such as a splash net on barriers will
be enough tomake a difference.
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We arelistening
toyou

Customers and stakeholders
are active participantsin
the services we provide. We
have actively sought to
understand the range of
views on our role and our
priorities. We have used

this insight to shape our
future ambition and we will
continue to engage with our
customers and stakeholders
to shape our detailed plans
for 2020 to 2025.




We are listening to you

Who are our customers?

Key message: In 2017 we
conducted a segmentation
exercise, using our customer
data tobetter understand
who our customers are and
tobetter understand their
individual needs, so that we
can deliver a better service.

These personas provide a
framework, within which
future research can explore
the variation in views
among different customers.
We have already gained
valuable insight by using
our data to recruit members
of our new Customer Water
Forum and have also used
the segmentation to target
customers in our new
metering radio campaign.

Thirsty Empty Nesters 8%

The average age of this group of
customersis 63. They have an average
income of £36,000 and over half are
struggling or in debt. The majority live
in their own home - mostly in semi-
detached or terraced houses. This
group pays the most for their water - but
most do not have children at home and
live by themselves or with one other
person. Only 6% have a water meter.

Young Urban Renters 22%

This group of customers have an average
age of 36, and an average income of
£38,000. Most of them are employed, and
asmall majority rent the property they
live in. Most are only just managing to
make ends meet and could be running
into debt. A small majority have a water
meter, although out of all groups, this
group demonstrates the least interest in
cutting down their water usage.

Comfortable Families 29%

The average age of this group of
customers is 46. They have an average
income of £41,000 and only half are

in debt or struggling. A majority own
their own homes and are employed.
Most have children at home - with 3 or
4 people in the property. Only 40% use
water meters.

Safely Affluent 5%

The average age of this group of
customersis 58. They have an average
income of £71,000 and very few are

in debt or struggling. 98% own their
own home and most live in a detached
house. Nearly half have children at
home. Only 36% use a water meter but
most are interested in saving water.

Mature & Measured 23%

This group of customers have an
average age of 73 and an average
income of £39,000. Only 33% are
employed, but only a few are running
into debt. Most of these customers own
their own homes and live with only
one other person. All are interested in
making efforts to cut down their water
usage and most are on a water meter.

Social Renters13%

This group of customers have an
average age of 59 and an average
income of £19,000. Most are in debt
or struggling, and only 33% are
employed. Most of this group are in
social housing, and the majority live
alone or with one other person.

J
)
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We are listening to you

Our customers have different views — further insight

We understand that our
customers have different
views, circumstances and
behaviours. We continue to
explore these differences
through our ongoing
engagement and will use
the insight to deliver a
more tailored and personal
customer experience.

Different views

86%

are satisfied with the service

98%
are satisfied with reliability
of supply

O 2

think we provide good value
formoney

82%

think we have a good reputation

5%
would switch water provider
if they could

87%
think that Bristol Water should

beinvolved in supporting
environmental protection

O ©6

Different circumstances

2%
contactusinatypical year

26%

live in rented accommodation

40%

have children athome

20%

live alone

3%

are on a social tariff

9%

are drawing on savings or
running into debt

000006

Differentbehaviours

o B
make an effort to cut down on

their water usage at home

@ 88%
turn the tap off while brushing

their teeth

© 25%

use their external tap every
day during a hot summer

0O s6%

pay monthly

69%

pay by direct debit

@ 50%

are metered
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We are listening to you

Your views and opinions

Over anumber of years now, we have actively engaged with
customers and stakeholders to help us to develop our future
plans. During 2017, we engaged with over 7000 household
customers and over 1000 businesses and stakeholders to
explore their opinions regarding various aspects of the water
supply and service we provide.

Engagement varied in scale from large deliberative events and

online surveys to in-person interviews. Engagement tools used
included digital tools, general discussion forums, and valuation
surveys.

Overall, the top priorities of our customers have remained
largely unchanged from research carried out five years ago,
with reliability, water quality, and affordability consistently
prominent across most of the research. Customer valuation
of service options demonstrates an overall slight decrease

in customers’ willingness to pay since PR14, which, when
combined with qualitative insights about customers’
expectations for their supply, suggest they want us to achieve
more in targeted areas where investment can be justified
without significant bill increases.

All customer engagement indicated that reducing leakageis a
high priority for customers. The main challenge for us is how

to achieve this without increasing traffic disruption, and with
metering not being a popular route to reducing consumption
except where customers choose this option. We are carrying out
further, in-depth engagement on this topic to better understand
customer views on some of these inter-related attributes.

Drought measures are a low priority for customers, due to both
thelack of experience of drought, and the low risk of drought in
our supply area. In terms of water resource options, customers
express a strong preference towards demand reduction
measures such as leakage, metering, and water efficiency efforts
over investment in developing new supply options.

Customers identified protection of the environment, water
quality, and vulnerable customers as the areas they felt tobe
most important for our future performance commitments,
and in general favoured us facing financial incentives rather
than just reputational incentives. Customers thought that
commitments relating to our statutory duties and core service
obligations should incur financial penalties. For instance
customers did not support rewarding us for providing better
value for money. For performance commitments that had
longer-term impacts for their priority areas, customers preferred
incentives that contained both rewards and penalties.

Throughout all the customer engagement, we received positive
feedback from customers regarding their participation and in
general experienced a willingness from customers to contribute
their views.

We will continue to actively engage with our customers and
stakeholders as we continue to shape our future plans.

Our long-term ambition for excellent community water experiences
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We are listening to you

Your preferences

We have arange of research on customer priorities available
both from the last price review, and from ongoing customer
research.

|‘ Quality 94%

V' Reliability 96%

Overall, the top priorities of our customers have remained
largely unchanged over the years, with reliability, water quality,
and affordability consistently prominent across most of the
research. Most customers think we are doing well across

the range of priorities, but some areas still have room for
improvement.

£ Affordability 62%

Q Leakage 72%

In addition, in 2017, we refreshed our understanding of
customer priorities by conducting three research events

with different customer groups. These were designed to
complement our ongoing research, to better understand some
of the reasons behind the priorities customers choose and

to start to understand how the views of different customer
groups may differ. Customers on a social tariff prioritise
helping people who cannot afford their bills and customers
who have experienced a disruption to water supply prioritised
providing a regular water supply and responding quickly in
emergencies.

® Resolving problems quickly 68%

PREFERENCES

e
M Carries out work efficiently 78%

G} Ensures adequate water pressure 93%

00 N & U A W N =

{‘ Keeps customers informed about planned work 80%

A Respond quickly in emergencies 70%

(=)

The annual survey we carry out shows that customers think
we perform well at some of the service attributes that are of
important to them - especially water quality, reliability and
pressure. Areas for improvement (areas that were high priority 10 ’ Easy to contact 81%
but perceived to be of low performance) are affordability,
resolving enquiries promptly and leakage.

[l Seentobe arearequiring significant improvement
[l Seentobe arearequiring some improvement

[ Seentobe area where we are performing well

Our long-term ambition for excellent community water experiences Bristol Water... Clearly / 61



We are listening to you

Key themes that you talk to us about

Some of the key themes that resonate through all of our
customer engagement are often raised without our prompting.

In terms of water resource options, customers express a
strong preference towards demand reduction measures such
as leakage and water efficiency efforts, over investment in
developing new supply options, such as new reservoirs.

There is also an emerging theme that customers want us to do
more, beyond our role of providing tap water. Our impact on
the environment, and opportunities to improve it, are areas of
interest when we engage with customers. Contributing to the
local community is becoming more important to customers
and our business. Reducing traffic congestion is a theme that
our online panel members express strong preferences for.

O

o
=
O

Water efficiency

Reducingleaks

Protecting the
environment

Reducing traffic
congestion

Local
community

Itis clear throughout our engagement that customers are supportive of

reducing water usage. Customers hold differing opinions over the value
of education on water saving versus the use of water efficiency devices

but some customers also see the two approaches as inseparable.

Reducing leakage remains a top priority for customers throughout our
ongoing customer contact as well as our targeted engagement. Studies in
2017 have found that customers place a much higher value on leakage than
five years ago, and also in comparison to the rest of the industry.

Understanding customer views on the environment is challenging, as
people often want to be seen to be supportive of environmental issues,
butin practice and in their daily lives may not prioritise environmental
concerns. However, customers have expressed some willingness to pay
for environmental improvements. In addition, it is regularly identified as
an area for improvement and is a key area of interest for more engaged
customer groups

Customers support more effort to reduce the impact of traffic disruption
when we are carrying out our works

Customers participating in deliberative research articulated strong
views about Bristol Water’s responsibility to the local community,
but had mixed opinions regarding what this should involve. Some
participants advocated for educating young people about water
and water conservation and working more closely with schools.

Our long-term ambition for excellent community water experiences
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We are listening to you

Your priorities

Most customers think we are doing well at delivering
water as a product, and they are generally happy
with the service they receive, although there is

room for improvement in having access to and -

communicating information when service problems
arise. Although some elements of customer
experience are performing well, we need to improve
awareness and performance on some of the lower
priority areas such as local community engagement
in order to achieve our objective of providing
excellent experiences, as well as always being
trusted by customers.

Keep customer informed on

how their money is used

Adds value to thelocal area

Respond quickly
in emergencies

Providing a clear, safe, reliable supply of water will
always be customers’ top priority, and generally
customers are happy with our performance to date.
We have more work to do on the top priority service
issues for customers, such as resolving issues and

Helps people who Help protect the

repairing leaks quickly. cannot pay their bill environment
]

Customer excellence is influenced by the critical ) 1

moments they experience when they contact us ]

or need our support. Building on our already good I e T

performance means we need to work with others
so customers see the benefits of our work to the
environment and local communities, as well as
when we are in contact with them.

maintain supplies
in drought

Contributes to

the community

(]
I I
I I
I I
L] n

Increasing Increasing
experience priority service priority

Provides helpful information
- ~

Experience
(short term impact)

Availability of appropriate
payment plans

Service

(medium term expectation)
Billsaccurate and easy

—— tounderstand
- - ~ ~

Repair leaks quickly

Easy to contact
Product
(long-term need) “
Keep customers
Regular, reliable supply of water informedon Affordable
planned work
\
Water with good taste and smell \
\
1

Resolveissues
quickly

Water thatlooks good

Carry out works

efficiently

Adequate water pressure

|
|
Increasing
product priority

1
1
1
\J

<«---

[l Seentobe arearequiring significant improvement
[ Seentobe arearequiring some improvement

7 Seentobe area where we are performing well
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We are listening to you

Your experience of our service failures

We are aware that our level of service and the way that we
operate can have significant impacts on our customers.

However, customers do not always contact us to let us know
when they are affected.

We have therefore undertaken some research to understand
which issues impacted our customers the most and whether
these were seen as a priority for improvement.

The top issue that customers notice is our roadworks, which
arerequired as we maintain and improve our network.

This was also the top priority for improvement, alongside
improvements to water taste and smell.

To reduce the service failures that customers most experience,
improving the reliability of our assets is our main priority.
Better data and use of technology will also help to reduce our
negative impact on customers over the long-term.

These are hygiene service factors that need to be targeted for
improvement in order to provide excellent services and local
community resilience.

Top service failures
experienced by customers

1 Traffic disruption caused by water
road works

2 Occasional low water pressure

3 Water taste & smell not ideal

4 Unplanned interruptions to supply

5 Discoloured water

6 Planned interruptions to supply

7 Hosepipe ban

8 Restrictions on essential use
(lasting 2 months)

42%

19%

14%

1%

9%

8%

1%

Households | Businesses | Priority for Priority for
improvement | improvement
-household | -business
44% 24% 23%
17% 15% 5%
14% 23% 13%
12% 12% 6%
9% 13% 6%
10% 8% 6%
1% 11% 2%
0% 6% 4%

0%
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We are listening to you

What you want and value

Our customers expect us to be innovative Prioritv fori il f
to continue to deliver a great service whilst riority for improvement and willing to pay for

Priority for improvement but unsure how to value

Environment Community support

Priority to maintain but not willing to pay more

Water quality Affordability

Don’'t want, won't pay
Metering Reducing low risks
(without choice) further
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We are listening to you

How you want us to plan for future water resources

Bristol is not a water-stressed supply area. Many customers .
living in the area have not experienced drought, as drought Households Businesses
measures have not been required for more than 20 years.

Reduce leakage 1 1
Customers believe that the risk of drought is low and unlikely
to affect them. Indeed, customers have consistently placed . .
low values on drought measures, and hosepipe bans and Education on water saving 2 3
Temporary Use Bans (TUBs). Businesses have more concerns
and value avoiding droughts more highly, because of the . . .
. . & . He LY Provide water saving devices 3 2
impact on their profits.
During our research events on resilience, we took care to Water transfers from neighbouring Only if it saves money 5
give customers detailed scenarios of drought and helped companies

them understand the potential impacts on themselves, their

community, and the wider economy. Most participants were Increase use of current water resources ~ Don't want to pay for 4
unwilling to pay more to reduce the impact of disruptive

events such as drought and felt that the current level of risk

was acceptable (1in 15 years for hosepipe bans, 1in 33 years for Develop new water resources Don’t want to pay for 6
TUBSs).
Customers supported environmental projects that helped Implement universal metering Don’t want to pay for Don’t want to pay for

protect future water supplies, as long as they could be sure that
any bill impact contributed directly to specific schemes.
Customer investment priorities for balancing supply and demand
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We are listening to you

Your views on our role in the future

To help us develop our long-term ambition, we ran a series
of consultation workshops to explore what customers and
other stakeholders wanted from their local water company.
Each group had a different perspective on our role, and our
future plans must balance these views.

A water company that provides a
reliable high quality productand
service while keeping an eye on the big
picture and the long term for the Bristol
area. My Bristol Water leads in helping
with water efficiency and protecting
the environment. I see themin the
community and I am proud of my local
water company.

DOMESTIC CUSTOMERS

A water company that provides

areliable high quality product and

service while keeping an eye on the big

picture and the long term for the Bristol

area. My Bristol Water has a leading role
in the business community and is

a great employer.

DEVELOPERS

We recognise that our customers and stakeholders
expect usto take alead in looking at the long-term big
picture. As well as expecting us to deliver a reliable high
quality product, they expect us to care about society,
the environment and wellbeing. This included ensuring
that our services are affordable and that we care for the
more vulnerable. They expect us to deliver through a
partnership approach, whilst demonstrating the wider
benefits of our activities.

Our customers and stakeholders also expect us to address
the big challenges in society through utilising new
technology and better ways of working.

A local water company that is
responsive, collaborative and
innovative, part of a community of
organisations in the Bristol area that
work together. A water company
whose plans help to address the big
challenges in society-growing inequality;,

environmental pressures and alack
of trust between individuals and
organisations.
OTHER STAKEHOLDERS

A water company that takes
the lead in delivering social and
environmental wellbeing in the

Bristol area, in its own actions and

through its collaborations.

ii ENVIRONMENTAL GROUPS
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We are listening to you

Specific concerns raised by our stakeholders

In our discussions with stakeholders, one of the main
areas of concern was that social issues of affordability
and economic inequality would drive a low cost of
water at the expense of the environment. To address
this potential conflict, our ambition focuses on local
community resilience. We plan to play our part by
reducing leakage and promoting water efficiency. We
expect that this would not only help to lower our costs
(for example through lower bad debt costs as more
people can afford to pay their bill), but also would also
help to ensure that the environment is protected for
thebenefit of future generations.

Local community
resilience

Leading efficiency

Environmental pricing

» Market needs to capture environmental externalities

« Inevitable shift, opportunity to be ahead of the curve

» Making decisions now based on hidden environmental
and societal costs

» Need to engage customers

Engaging customers on the environment

- Gap between customer, business and stakeholder
expectations

- Making environmental credentials our USP to
overcome this

« Part of offering a service not just a product

» Need to bring customers with us

» And link up with other organisations using the same
approach

Economic inequality

- Some customers not paying is bad for everyone,
reducing debt is a shared goal.

- Water is a basic need, but underappreciated, and could
belinked more clearly with public health

- Data sharing is an essential tool to success.

» Partnerships with charities that are already working
can help.

» Bring water as a force for good into the political
consciousness.

» Understand our customers, including in rural areas

Bristol Water should aim to: reflect and act
on the true environmental cost of water, in
partnership with our customers.

Bristol Water should aim to: communicate
our ambitions for the environment as a
positive selling point of our business.

Bristol Water should aim to: use data
sharing to work with partners to empower
future customers to avoid water poverty.

Our long-term ambition for excellent community water experiences
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What Government
and our regulators
expectfromus

The Government and our
regulators have set out
how they expectus to the
look after the interests

of our customers and the
environment.




Government

What Government expects of us

DEFRA has published a Strategic Policy Statement
for Ofwat which includes their expectations for
water companies delivering for customers and
the environment. We summarise below some of
the key messages and expectations for the water
industry from DEFRA and how our objectives and
outcome align to this.

000

Securing long-term

resilience

- Invest to meet the needs of current
and future customers

» Use abroad and innovative set
of options, recognising long-term
pressure on water systems

» Deliver the best value for money over
the long-term, considering the wider
costs and benefits to the economy,
society and the environment.

- Further the resilience of ecosystems
that underpin water and wastewater
systems, by promoting the
sustainable use of natural capital and
by encouraging water companies to
have appropriate regard to the wider
costs and benefits to the economy,
society and the environment.

Safe and reliable supply of water

Local community resilience

Corporate and financial
leadership

Protecting customers Making markets work

« Fair, affordable bills for all.

« Identify and meet the needs of
customers who are struggling to
afford their charges. provide social
tariffs to reflect conditions in their
areas of appointment which reach
all suitable customers and offer a
meaningful discount

« Provide tailored support to meet
vulnerable customer needs beyond
affordable bills.

» Significantly reduce bad debt

- Demonstrate an excellent
understanding of future investment
needs, as described earlier, so that
costs are not unduly deferred to
future generations.

@ Excel at customer experience

@ Leading efficiency

o Excellent customer experiences

m Corporate and financial
leadership

» Markets to drive innovation and
unlock efficiencies.

« Play a vital role in markets for
environmental services.

» Use market developments to further
long-term resilience and protect
vulnerable customers

e Develop our people and the business
e Local community resilience
o Being trusted

Our long-term ambition for excellent community water experiences
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Government

What our regulators expect of us

Ofwat and the Consumer Council for Water

Ofwat is the economic water industry regulator responsible

for ensuring we meet the conditions of our licence, setting
price controls every 5 years, using incentives and market
mechanisms to ensure bills are as low as possible and that

we deliver service levels. Ofwat want to see that customer
interests are protected, and they do this by challenging
companies to improve to deliver more for customers, more
efficiently. Ofwat ask the Bristol Water Challenge Panel to
comment on the quality of our customer engagement and how
this has informed our business plans.

Ofwat’s methodology for the 2019 price review which covers
the period from 2020-25 priorities expects companies to
deliver

« Affordable bills for all;

» Innovative and new ways of working;

» Long-termresilience in the round; and

» Great customer service.

Customers are also protected through the work of the
Consumer Council for Water, an independent organisation
aims to protected consumers’ interests and investigate
customer complaints.

Changes to our regulatory framework are an important
influence on our strategy. The most important priority remains
how we deliver efficient water services that protect current
future customers and the environment.

We highlight some of the main aspects of Ofwat’s 2019 price
review methodology and how it impacts us.

Key feature of Ofwat’s 2018 price review

methodology

Setting a separate price control for water resources.
Third parties can bid to provide water resource schemes,
leakage and demand management services.

Incentives for water trading and abstraction reduction.

Direct procurement market, where third parties bid to
deliver discrete, major schemes.

Efficient cost targets, both for wholesale and household
retail.

A cost of capital for the industry expected to reduce from
3.7% to 2.4%. This is based on a “notional” company rather
than our actual financing arrangements.

Standard performance measures for leakage, asset
health, water consumption and supply interruptions
(target to be based on the best performing companies).
A range of other performance measures, such as for
vulnerability and the environment are proposed.

A new customer service and developer service
performance incentive measure.

How it affects our plans

We do not expect to have any water resource schemes. We
will publish water resources market information and a bidding
framework for leakage and services such as water efficiency.
We see scope for a water efficiency platform which provides
choice for customers.

We do not have any plans that would be affected by these
incentives, but will keep this under review.

Our future plans are too small to meet the market criteria of
£100m total cost.

We will need to demonstrate in our plan how we are efficient

Along with other small water only companies, we have

higher historic debt costs than Ofwat assume. We will need to
demonstrate customer support for our financing costs as part of
our plan.

We propose amending our existing list of performance
measures and outcome incentives. Ofwat’s expectation that
companies can reduce leakage by 15% may align with our
customers’ views. We will need to improve our current supply
interruption performance to avoid a financial penalty.

Our objective to deliver excellent customer services aligns
with this incentive, including our strong performance in the
UK Customer Service Index.

Our long-term ambition for excellent community water experiences
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Government

What our regulators expect of us

Environment Agency

The DEFRA Strategic Policy Statement is

supported by expectations from Natural

England and the Environment Agency. Their

priorities are for us to:

« Enhance the environment

« Improveresilience

» Sustain a high level of performance and
operate in a way that best protects people
and the environment.

Like DEFRA, the EA expect us to trial natural
capital accounting tools. Our catchment
management work and biodiversity toolkit
are examples of our existing work that we can
build on further.

We also have a number of small schemes

to investigate and protect the environment,
that we are likely to be expected to complete
as our contribution to the Water Industry
National Environmental Programme. Most of
the work builds on our existing biodiversity
and catchment management work. Some

of these schemes may result in further

work in the future, as they deliver improved
knowledge to support future environmental
planning.

Potential environmental quality schemes for

2020-25

» Biosecurity investigations to protect the
environment from invasive species. Risk
assessments for raw water transfers.

» Signage at key sites such as Barrow.

» Biodiversity Action plan - linked to our
biodiversity performance measure.

» Phosphorus investigations for River Yeo
and Sites of Special Scientific Interest.

» CircalOinvestigations into river flow and
abstractions.

» Aninvestigation into raw water quality at
Forum Springs.

» A catchment management project to
manage algae for Cheddar Reservoir
catchment and the River Axe.

» A catchment management measure to
reduce nitrate for Drinking Water on the
River Frome.

» Upto4sites with potential Eel passes or
screens.

» Monitoring upgrades at 17 water treatment
Works.

Conservation of Habitats and Species
Ragulations

Wildlife and Countryside Act, as amended by
Countryside and Rights of Way Act

Matural Envirenment and Rural Communities Act
Marine and Coastal Access Act

+  Meat WFD requirements for Conservation
Objectives of Natura 2000 Protected Areas.

*  Increase the area of S35Is recovering or
achieving favourable condition,

*  Measures to reslore, maintain or enhance
the condition of Priority Habitals and Priority

Species.

+  No delerioration of Protected Areas and
prevent damags to 555ls.

+  Show how you are implementing your
bicdiversity 'have regard’ duly.

Calchment scale approaches that ensure
resillient biodiversity and landscapes and
wider ecosyslam benefits,

Have an up to date biodiversity action plan
and build customer support.

Contribute to local biodiversity priorities and
obligations on your own land,

Our long-term ambition for excellent community water experiences
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Government

What our regulators expect of us

Drinking Water Inspectorate

» The DWIisresponsible for ensuring that water companies
in England and Wales supply safe drinking water that is
acceptable to consumers and meets the standards set down
in law. In turn we ensure that the water we supply meet these
requirements by maintaining risk assessments that consider
all aspects that affect drinking water quality and through
extensive sampling of water quality in the environment, at
treatment works, through our network and at customers’ taps.

» Our objective is to always deliver full compliance with our
statutory obligations for drinking water. Our biggest long-term
risks to drinking water are from:

- Lead pipes, including those that customers are responsible
for

- Iron from corrosion of ferrous (iron) mains within the
Network

- Metaldehyde (slug pellets)

- Issues associated with deteriorating raw water quality

» Our drinking water strategy for the ‘now’ and looking to the
longer termis to:

- Enhance existing catchment management initiatives to
improve raw water quality.

- Reduce thelikelihood of our customers receiving
discoloured water by continuing a targeted approach to
replace and renovate those mains which are deteriorating
and systematically flush those areas where we detect
increased iron concentration in the water and/or have an
increased number of discoloured water complaints. Our
long-term aim is to reduce discoloured water complaints to
virtually zero.

- Reduce chlorine related taste/odour contacts whilst still
maintaining excellent quality.

- Reduce reliance on phosphate dosing for plumbosolvency

control as a control measure for meeting legal lead standards.
Phosphate dosing is not sustainable in the long-term,
although we plan a new scheme for Alderley water treatment
works in 2020-25 based on the short and medium term
drinking water risk. We plan to pilot lead pipe relining and
replacement technologies as a longer term solution.

- Infants and children are most susceptible to the impact of

increased lead concentration in drinking water. We will
continue our existing project where we are working with
primary schools and nurseries to reduce therisk of lead in
their water supplies.

- As well as catchment management, we have been

investigating solutions to secure supplies to prevent algal
blooms affecting drinking water at Cheddar water treatment
works. We may need to improve this site depending on the
results of the current investigation which is considering the
range of approaches we could take.

What is Bristol Water doing aboutlead?

We treat all the water in high risk areas to reduce its ability
to dissolve lead. If we come and test your water and find
itis above 8 ug/1 then we will replace our section of the
pipe that supplies your home. Also if you decide to change
your part of the pipe then we will normally change ours at
no extra cost.

We have a programme to replace all our lead pipes that
supply infant and primary schools within our area and we
also carry out lead replacement during any renewal work
we do where possible.

Do youhavea
lead water pipe?

» Lead mainly affects young children and pregnant women
> Wiondr e Iy nave keacd wiater pipes I 1 was Dulll befiore 1970
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Looking to the
future

We need to plan for the long-
term to address the range of
future factors which affect
our role. We expect changes
in society to be the key
factors which influence how
we need to work in the future.




Looking to the future

Key drivers for our future ambition

We have along history, and whilst the quality the water we
supply is high, there are themes and challenges that we need to
take into account as we plan for the long-term future for water
services in thearea.

Customer expectations

We are an enduring, responsive local water company with
excellent customer service and we want this to continue.
Customers and stakeholders are active participants in the
services we provide . Our long-term ambition isbased on
extensive customer and stakeholder engagement, supported by
using high quality data and information to plan for the future.

Affordability

Society is changing and the needs and expectations for our
services do not stay the same over time. Changes in the income
levels of individual groups of customers can, over the long-
term, affect the wellbeing of everyone. We want our bills tobe
affordable for all of our customers, both now and in the future.
We will need to provide new and better services, in new ways,
and plan to do this at a lower long-term cost.

Vulnerability
When shaping our services, we will consider the differing needs
of customers, to ensure that our services are inclusive for all.

Resilience

Inrecent years we have strengthened our resilience in anumber
of areas, including customer service, operations, environment
and corporate resilience. We take a long-term view on this
resilience, building on the benefits we provide as an innovative,
local water company and we have long-term investors who help
us tobe efficient in how services are financed.

Role in our communities and the environment
As our role extends beyond the basic provision of water, we need

to work with our communities to deliver long-term customer
excellence and build resilience to events and future changes
through our impact on society, the local economy and the local
and environment. We also aim to reduce our wider impacts by
reducing energy use and producing more of our own renewable
energy at our sites.

Collaboration

The close relationships we have built with our communities give
us unique opportunities, with the potential to link into smart city
partnerships and innovations. Bristol and surrounding areas

are becoming a hub for testing new ideas and for collaboration
with research institutions and businesses at the forefront of new
technology.

Innovation

There is a rapid pace of change in technology, and it's important
that we respond to this and be prepared for the future changes
that affect the services that customers want and our role in
providing them. Innovation in both the technology we use and
the way in which we work, provides a key opportunity to meet
changing customer wants and needs.

Emerging markets

We expect to see changes in the way water services are provided
and want to play a leading role to ensure that they happen.
Providing customer excellence will need to transform over

time into customer choice around the services they receive.In
the long term, we are ambitious to lead the sector in customer
excellence and grow our business, particularly as we expect
that market developments will help to deliver the best value

for customers. Choice may be over retailer (a choice business
customers already have), but most important is choice over how
services are received and how customers engage with them.
Bristol Water may be enduring, but that doesn't mean we don't
welcome and shape change.

Barrow Treatment Plant
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Looking to the future

Our changing role in society

Bristol Water has always been a privately owned water
company. When the large water and sewerage companies
were privatised, the industry structure was driven by
environmental factors - the need to improve the quality of
water in the environment and as a product.

More recently the expectations on the water industry were
driven by representative bodies and regulation, protecting
customers through rules and incentives. Concerns about the
legitimacy of companies remain despite the improvements in
customer service seen in all water companies.

So what's next? - We think we will need to work harder to
meet society’s wants and needs — utilities need to respond to
social pressures, and deliver excellent customer experiences
through the services provided to them and within their
community.

This means successful companies will recognises the role of

society in the customer experience they provide, because:

« Legitimacy and trust in companies is at heart a social and not
political or regulatory issue - the power of society will drive our
response

« Product and customer service are essential ‘hygiene factors’ -
the outcome has tobe a high service level at a low, affordable,
cost

» Technology is a key factor to allow these priorities tobe
achieved-both driving customer needs, and enabling our
response.

Our uniquerole is both our heritage and our future

Whatever our role is in the future, we need to work hard tobe

at the frontier of efficiency for the water industry. Even in areas
such as collecting revenue from customers who can afford to pay,
where we have achieved favourable performance compared to
others, we need to work harder to achieve this tomorrow.

But we also need to take into account the benefits of our work

to the wider communities we serve. So while we continue to
reduce our cost, we must select options that deliver public health,
wellbeing and environmental outcomes and which therefore
have a wider value to society.

Responding to the needs of our communities

For us, our enduring role in the communities we serve is our
strength. We have to have a positive impact on society in the
areas we serve.

Our long-term strategy for assets and the environment is
alsoimportant, such as our delivering our Water Resources
Management Plan, catchment management and operational
resilience. Providing excellent experiences has a much shorter
time horizon for our customers and communities.

So we will continue to support communities as they respond to
social change - we make a continuing commitment to do this. We
take a leading role through our focus on excellent water services,
and by caring about the wellbeing of wider society through the
way we work.

We are a society-based company. We help give our communities
amore powerful voice. We have legitimacy and our roleasa
privately owned utility is not questioned in the same way that
larger national utilities have seen recently, such as through calls
for nationalisation.

Our long-term ambition for excellent community water experiences

Bristol Water...Clearly / 76



Looking to the future

Factors affecting us all in the future

During our dialogue with our partners on how we willaddressthe =~ We expect social factors will be the key external factors which
challenges we and our communities face, we have also identified affect our business in the future. This isn't unique to Bristol

some of the key future factors and innovations that we need to Water, but is particularly important to utilities where customers
consider, and that our stakeholders and customers expect us to don't have as wide a choice about the services they receive as
address. they experience from other sectors. Our long-term ambition

anticipates massive change in what customers expect for the
At the heart of these future factors affecting our strategy aresocial =~ water industry and other utilities.
challenges - the rapid change and disruption to society and its
wellbeing. These changes impact the expectations of usand
other organisations who provide essential public services.

Technology changes are also a good example of factors which
are disrupting society, for instance by affecting the skills that our
workforce need to have and the skills that are available.

Technology also offers the best solution to many of the future
challenges we face. How we deliver these solutions, as well

as what is delivered really matters. We must work with our
communities to address issues through collaboration and
partnership.

In total we have considered over 100 different future factors that
could drive our strategy - we've summarised the key onesina
diagram that shows some of the ways that they connect together.

Our long-term ambition for excellent community water experiences Bristol Water... Clearly / 77



Looking to the future

Future factors and priorities

The benefit of a local, resilient, community utility

West of England Combined
Authority Energy Strategy

Renewable energy

Wholesale and
environmental markets
e.g. water resources, developers

Battery storage

Wide range of
Communication
channels (social media
community platforms)

Robotics & Artificial intelligence

Legitimacy and
transparency expectations
on water companies

Reducing cost /improving
service to leading companies

Catchment management

Future workforce
- expectations
and skills

Rising expectations

/reduced tolerance

of failure (including
from media)

Fair returns and
sharing success

DEFRA,DWLEA and
NE expectations

Housing growth
and better homes

Rapid change

and disruption to society

and wellbeing is central
to the factors affecting
our strategy

Single utility
(services, not
products)

Availability and cost
of financing

intelligence - better
use of customer data

Long-term strategy for
removing all lead pipes

Smart Cities

Vulnerability

monitoring

Customer self
service - eg. Direct
Debit adjustment

Data analytics
and customer

Profile of future bills

Key

® Political and Regulatory
® Economic

® Environmental

® Social

® Technology

® Financial

Bristol Mayor Strategy and
local growth strategies

Connected homes

Average earnings growth

Welfare and wellbeing changes

Mobile technology

Systems thinking and
performance visualisation

Affordability for current
and future customers

Behavioural insight on
markets:Importance
of time scarcity

Household Retail market

Shift of inflation index to CPI(H)
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Looking to the future

Future factors and priorities

Some of the factors are derived from innovations and regulatory BRISTOL

changes that we need toreflect in our future plans (such as In Your Area TER i
wholesale bills being linked to CPI(H) rather than RPI). The
connectivity between the future factors is particularly important,
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technology will drive how we deliver excellent customer
experiences, as well as becoming more efficient.
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Bristolis a leading “smart city”. This gives us the opportunity -
to use our data by contributing to the Mayor’s vision for Bristol
and local growth strategies. Our future ambition recognises

the growth in connected home technology, as well as the need
for both housing growth and better housing stock. With better
data, this will help us to reduce leakage, and also promote water
efficiency. We can also help cut our costs and reduce traffic
disruption through sharing smart data on traffic disruption, with
details of our works already readily available on our website

in a format that can be shared. For instance, we already show
where standing water has been reported, helping to make leak
identification more accurate.
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Looking to the future

Future factors and priorities

Linked to housing trends we also have environmental and
public health drivers. We need to develop a long-term strategy
for removing all lead pipes that affect consumers, building on
our existing work with priority locations such as schools and
nurseries. Other local strategies require expect us to play a greater
role in renewable energy, and apply further innovations to our
catchment management work. This helps deliver the wider
benefits to the environment and society our regulators and
policy makers want to see. Market mechanisms have arole to
play in targeting this in the right way. We think this can be done
without affecting our partnership approach.

Ultimately society cares about the affordability of water bills
and that their water company is legitimately delivering their
expectations. Customers are increasingly wanting an excellent
experience through services rather than just high quality
products - suppliers will need to build trust beyond water asa
product, and consider how they provide choice to customers,
including taking advantage of new market opportunities to
providerelated services. We expect to use artificial intelligence
to support better and quicker decision making, building on our
current robotics pilot. Technologies such as improved battery
storage will help us maintain supplies. Greater transparency on
our performance will see a changing mix of communication
channels, and building a partnership with “Bristol is Open” could
help us leverage the power of the mobile technology in the hands
of our customers.

We set out elsewhere in this document the cost, tax and financing
factors that continue to be external challenges to our business,
which also contribute in the long-term to affordable bills and
being able to share our success with our partners, including fair
returns to shareholders. We discussed the future factors with a
range of stakeholders. Many areas of uncertainty were identified,
but there was areal desire to work together on the key social,
technological and environmental innovations we had identified.

Business factors

Environmental
stakeholders

Domestic customers

Developers

Other stakeholders

Political

» Reducingbad debt
- Affordability
- Brexit

« Funding and
regulatory changes

- Political
uncertainty - Brexit

- Political
uncertainty

» Changing
regulations on
environment

Economic/

Financial

- Futureretail
markets

- TaxRates

- Financing costs

« Affordability for
individuals

- Housing market
changes

» Growing inequality

« Customer data

« Resilience response

- Single utility (data
sharing opportunity)

« Public attitudes to
environment

« Match of skills and jobs

« Traffic
« Aging population
- Housing

« Workforce and skills
gaps
« Traffic

« Personalisation/choice

Technology

- Battery storage

- Robotics and Al
» Social media

« Electric vehicles

- Aging infrastructure

- Aging infrastructure
« Traffic increases

« Resource efficient
technology
« Data sharing

« Grey water use

« West of England
combined authority
energy strategy

- Environmental
change

« Climate change
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Looking to the future

Future water and environmental efficiency
Case study

In November 2017 we held a workshop with local and national » Our work with Eunomia will build a list of all the initiatives

stakeholders with an interest in working together on resource and campaigns in the West of England that could be linked to
efficiency, in partnership with Eunomia. The tangible actions opportunities to give messages on water efficiency.
where participants agreed to pursue collaborative action aligned Creatin ga Resource Efficient
well with the future factors affecting our strategy. They were: « We will explore opportunities to learn from and engage with West of Engl and
Bristol Waste’s experiments to encourage waste reduction in
« We will work with Wessex Water to understand the combined Montpelier.

environmental impact from “source to sea” and to consider
using joint messages on resource efficiency in our joint billing.
Bristol Waste will aim to extend this to combine energy and
water efficiency messages by partnering with local energy
suppliers.

» With Eunomia, we will work with the West of England Local
Enterprise Partnership and West of England Combined
Authority (WECA) to build on the aspiration of Government’s
Clean Growth Strategy by incorporating resource efficiency
into regional economic, energy and industrial strategies.

» We will encourage the formation of an active network amongst
the communications teams of all utility companies working in
the West of England, to share best practice on engagement and
build joint campaigns on resource efficiency.

» We will work with local partners such as Knowle West Media
Centre to clearly articulate a vision of the positive life that
canbe achieved with the abundance of water that efficiency
consumption (say 120 litres/person/day) provides. We will form
aplan that involves communities to create the messages and
incentives that would lead to more efficient behaviour. Links to
the Bristol smart city initiatives and the WECA digital strategy
willbe made.
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our ambition We have set out our long term

ambition based on our objectives
and outcomes we plan to deliver.
Many of the actions we take will
deliver against more than one
objective and outcome.

Weset out whatweplantodoto

deliver our objectives, and what
the potential targets are for the
outcomes we will measure our
progress against.

This takes into account the
expectations of society and the
influences on our ambition, as
well asreflecting the key themes
and drivers throughout this
document.




Our long-term ambition

Our new outcomes & objectives

We have revised our outcomes and objectives to reflect the
change in direction we have already taken, and we believe
need to continue to take.

We set out below what we plan to do to deliver our objectives,
and what the potential targets are for the outcomes we will
measure our progress against. This takes into account the
expectations of society and the influences on our ambition, as
well as reflecting the key themes and drivers throughout this
document.

Many of the actions we take help to deliver against more than
one objective and outcome. The most efficient steps and
innovations are usually likely to be those that deliver more
than one priority.

There are choices to face in balancing our expenditure with
the key drivers. Over the long run, we set out an ambition for
what we think we will need to achieve. The timing of this will
need to change depending on the progress we make and how
customer and stakeholder expectations change over time. We
set out our view based on our work to date on the options we
face.

KEY DRIVERS

» Customer expectations

- Affordability

« Vulnerability

« Resilience

» Role in our communities and the environment

OBJECTIVES

Excel at customer experience

Develop our people and the business

Being trusted

Leading efficiency

OUTCOMES

0000

Excellent customer experiences

Local community resilience

Safe and reliable supply of water

Corporate and financial leadership

Our long-term ambition for excellent community water experiences
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Our long-term ambition

Excellent customer experiences

- Excellent customer experiences

« Bristol Water brand known for excellent customer experiences

« Recognised top customer experience in water sector (CMEX
measure) and top utility in UK Customer Service Index

» Reduce water poverty - lead on affordability and reducing bad debt

» Promote water efficiency

What we plantodo

- Improve our communication channels

- Improving the use of data, e.g. linking asset information to
customer data

- Transform the way that we deliver so that every interaction with
usis positive e.g. reduced traffic disruption from our works

- Faster response to our customers

» Customer centric asset decisions e.g. network geographic location
link to customers

« Give customers choice of services - e.g. provide water efficiency
choice

» Customer self service - e.g. Direct Debit payment choices used to
help trigger vulnerable service promotion

« All customers with good water pressure (including end
consumers on shared connections)

@ Excel at customer experience

Key partnerships that help us deliver this

» Work with Bristol City Council and regional authorities
on Smart City strategy

« Update our billing systems with Pelican

« Build customer excellence with our supply chain

« Local partnerships on water efficiency

« Debt agencies and the voluntary sector

» Working with other utilities on vulnerability

- Make more use of Apps and new communication routes, such as
Alexa skKills

» Review our end-to-end processes to focus on all aspects of customer
excellence

- Mobile platform for our workforce - information at our fingertips in
field

» Automated valve management and bypass capability for network
speed of response

» Refocus supply interruption response - rapid reaction to reduce
those currently lasting beyond 3 hours

« Use new technology through open data platforms

« Partner with supply chain for better customer-side service
monitoring for connected homes e.g. in-house leak monitors

« Continuously refresh and enhance our customer and stakeholder
partnership engagement and connections

Our long-term ambition for excellent community water experiences
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Our long-term ambition

Our journey to excellent customer experiences

Top utility
for customer
experience

Water efficiency
choice for
customers

Targeting water
poverty

Smart City Data

Customer choice
of bundled
services

Improve current approach Engage, innovate and embed Transform and grow

Asmeasured through UK
Customer Service Index.

Providing a platform for
water resource innovations
- choice for customers.

Affordable bills for current
and future customers with
specific support measures

Two-way data flows with
Bristol City Council, other
utilities and entrepreneurs
to solveissues together,
such as traffic disruption

Reshaping what customers
pay for and better
identification of those who
need our help

Our long-term ambition for excellent community water experiences
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Our long-term ambition

Our targets for excellent community experiences

Excellent customer experiences

PR14 targets 2024/2025 scenario forecast Long-term ambition
Performance b /it:] 19/20 Comparison Possible Potential Commentary
commitment to others

86

C-MeX (SIM as proxy) SIM score 87 87 94 96.5 TOP10as Currently top water
UKCSI company in UKCSI

D-MeX (Water UK % 991 993 9994 99.97 99.99 100 Fully compliant
Developer measure as
proxy)

18

Percentage of customers % 19 N/A 2 1 0.75 05 Measured using CACI data
in water poverty

Value for Money Survey % 72 72 N/A 70 80 90 90 N/A

Percentage of customers = % 84 N/A N/A 80 85 90 100 Vulnerability measure to
receiving Vulnerability be developed

Assistance satisfied with

the assistance

The CMEX and DMEX measures of customer and developer service performance are still to
be developed, so we show the existing industry measures as a proxy at this stage.

Our ambition to allow customer choice and self selection will help to deliver the long-term
step change we are targeting.

Key
B Ahead of others M Behind the others

Our long-term ambition for excellent community water experiences Bristol Water... Clearly / 86



Our long-term ambition

e Develop our people and the business

Our aim and outcomes

« Bristol Water an enduring presence in society

« Attract and retain workforce fit for the future

- Enhance revenue and exploit opportunities to build through
innovation

« Deliver excellent services, not just product

« Supports our other three objectives

» Our people provide customer excellence

» Always resilient in response to events

What we plantodo

» Develop cross-utility service offerings that connect with
customers and communities

« Support local academic and entrepreneurial partnerships

- Invest in and develop our people and organisation

« Build joint ventures and partnership working to get wider benefits
to our business and local community resilience

« Participate in and encourage further use of competitive markets,
such as for water resources and demand management

* Reduce leakage and consumption

« Collaborate to deliver resource efficient communities

« Actively promote metering

 Actively promote and develop our reservoirs as community
assets

« Our local partnerships - shared effort to deliver each others strategies

« Local partnerships to reduce high risk lead sites e.g. Bristol City
Council

« Our investors - supporting our financial and corporate resilience

» Working with West Country Regional Authority and EU skills on
future workforce planning and development

» Work with academic partners such asthe UWE

- Have a fair balance of outcome rewards and penalty incentives that
customers and stakeholders support

« Focus on the future - develop our asset planning to focus on long-
term water, environment and biodiversity benefits.

« Bristol Water remains a great place to work with great people

» Develop our business and people so water costs are efficient and
focus on value added activities.

« Future proof our workforce plan as part of our resourcing strategy -
building the skills needed for innovation, efficiency and service with
new technology and communication channels

» Be open to exploiting market opportunities

« Deliver excellent customer and local community experiences in
everything we do

« Work with others on local environmental and resource outcomes
that have wider benefits beyond water

Our long-term ambition for excellent community water experiences
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Our long-term ambition

Our journey to achieve local community resilience

Reduceleakage

Reduced water
consumption

Renewable energy
generation

Improving
biodiversity

Keeping
abstractions
sustainable

Resilient use
of water

48M1/d

1451/h/d

Improve current approach

43M1/d

1421/h/d

37Ml/a? 36M1/d?

1301/h/d? 1251/h/d? 1201/h/d?

Engage, innovate and embed

Transform and grow

We will revisit this ambition

for thelong-termasatop
customer priority

Through metering, water
efficiency

On site and in pipe
generation toreduce
treatment and pumping
costs.

Partnerships to improve
the environment, water
quality and recreational
sites.

Taking necessary actions
now and completing
agreed investigations for
the future.

West Country Water
Action: working with
our neighbours toboost
resilience, environment
and efficiency.
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Our long-term ambition

Our targets for local community resilience

Local community resilience

Priority PR14 targets 2024/2025 scenario forecast
Performance Comparison | Minimum Possible
commitment toothers
Leakage MI/d 45 43 11 37 36
Per capita consumption Litres/head/day (L/h/d) 144 142 138 129 120
(PCC) excluding underground
supply pip losses
Meter Penetration % of properties whichare 588 659 62 75 85
charged according to their
metered consumption
Raw water quality of Kg of Ploss reduction Marginal Stable N/A 131 140 144
sources achieved by Bristol Water
scheme
Biodiversity index Biodiversity Index Score Improving Improving N/A 17,651 17,758 17,711
(increase or decrease
of points depending
on the impact of given
intervention
Waste disposal % 100 100 N/A 100 100 100
compliance
Abstraction Incentive Number of sites (0} (0} N/A 0 0 0
Mechanism (AIM)
Key

B Aheadofothers M Behind the others

35

10

90

150

18,723

100

Long-term ambition

Commentary

15% reduction builds on
12% between 2015 and
2020

Aligns with long term
expectations for the
industry

BW isn't allowed to introduce

a compulsory metering
programme as we don't cover a
water stressed area.. However
the company does aim to
increase household metering by
90% by 2040

Small changes expected
but may increase as need
arises

Our key measure of
environmental and
natural capital change

In line with existing
business obligations

Expect to have zero
sites with unsustainable
abstractions

Our long-term ambition for excellent community water experiences
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Our long-term ambition

Safe and reliable supply of water () s

Our aim and outcomes

« Safe and reliable supply of water - excellent product, service and
incident response

« Trusted from source to tap

 Local community resilience within society

« Strong governance and transparency

« Upper quartile or frontier on water Compliance Risk Index and Event
Risk Index

» Amongst top industry performers on leakage

What we plantodo

« Deliver resilient and high quality water

« Promote the recreational, health and environmental benefits of our
reservoirs and catchment management initiatives

» All major population centres can be served by more than one source.

» We will build trust through communicating our longer term plans.

» We will continually improve theresilience of water supplies - this requires
us to deliver across a wide range of areas, including leakage and water
efficiency

- Community engagement and leadership in promoting the value of water

« Share our success and partnership working e.g. where customershelp to
support innovation that ultimately has wider benefits

« Promote the recreational, health and environmental benefits of our
reservoirs and catchment management initiatives

« Maintain the long-term health of our assets as a minimum; improvinglong-
term health as we deliver the service improvements that customers value.

« Deliver fair returns for our shareholders.

» Work with the Bristol Water Challenge Panel on challenging and
communicating our performance

« Local partnerships to reduce high risk lead sites e.g. Bristol City
Council

» Working with Wessex Water and our regulators to share water
resources, reduce damaging abstractions, improve catchment
management and address resilience

» Recognising the commitment of our people and supply chainto
engaging and delivering trust in all that we do

« Build on current resilience schemes - continue to manage and
reducerisks to security and quality of supply in an efficient way:.

» Reduce initially to population centres of 10,000 served by more than
one source and ultimately 3,000.

- Target reducing leakage by up to 15% by 2025, potentially beyond the
needs of water resources

 Be proactive in promoting metering

- Complete improvements agreed with our regulators, such as to meet
water quality obligations and to investigate harmful abstractions

« Build on our Biodiversity Toolkit with setting new targets

- Promote the health benefits of water

» Develop the recreation and environment benefits of our reservoirs

» Engage on our performance through visual and available data

« Pilot new approaches for our long-term lead strategy

» Propose mechanisms for how success can be fairly shared

Our long-term ambition for excellent community water experiences
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Our long-term ambition

Our journey to a safe and reliable supply of water

All customers with
sufficient pressure

Supply
interruptions

Leading industry
onresilient water

Automated plant
and network
control

Great appearance
and taste of water

Customer supply
pipes

Improve current approach

Engage, innovate and embed

Transform and grow

Using technology to
provide choice to support
indirect users.

Technology to allow
supplies to be restored
quickly

100% compliant and
resilient response to events.
Dual source for population
centres >10,000 and below
inlong-term

Use of robotics and future
monitoring technology.
“Smart” lining for pipes to
identify issues

Improving our
understanding of our
“source to tap” process
and innovating to improve
quality

Pilots to identify long-term
lead and leakage strategy
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Our long-term ambition

Our targets for a safe and reliable supply of water

Safe and reliable supply of water

Performance
commitment

Compliance Risk Index

Supply interruptions

Mains bursts

Unplanned outage

Drought risk

Water quality -
Appearance contacts

Water quality -
Taste/Odour Contacts

Risk of low pressure

Turbidity at water
treatment works

Unplanned non-
infrastructure
maintenance
Population at risk from
asset failure

Priority

Score/20

mins/property (all
interruptions >3 hours)

Per 1,000 km of mains

Proportion (%) of a temporary loss of
the company’s maximum production
capacity in the reporting year,
weighted by the duration of the loss

Number and percentage of
population at risk of experiencing
severerestrictions (such as
standpipes or rota cuts) ina1in 200
year drought

Contacts per 10,000 people

Contacts per 10,000 people

Number of properties

No.

No.

Population centre size
protected

PR14 targets

143

12.8

153

N/A

122

1218

142

N/A

Comparison | Minimum | Possible

278

04.20

07

0245

112

0.2

2024/2025 scenario forecast

Potential

0150

89

01

0100

N/A

Long-term ambition

Aim to be fully compliant

Interruptions to supply is
consistently a priority for
customers

Continue toreduce level

of bursts in long term

Aim to be fully compliant

Drought measure to be developed. c.O at1in 15 year service standard for hosepipe bans that customers support retaining

13.2

43

69

o

3,976

25000

Key: B Ahead of others M Behind the others M Bristol in the pack

€3

30

69

3,976

25000

N/A

125

36

50

(0]

3,976

25,000

93

25

30

3,976

10,000

32

12

20

2,300

5,000

10

10

N/A

3,000

Minimum level - no
actual discolouration

Minimum level - no
actual discolouration

Other companies in
industry have O events
Aim for O failures

Not along-term target

Key focus area for the
long term

Drinking Water Event Risk Index to be developed to accompany Compliance Risk Index
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Our long-term ambition

Corporate and financial leadership @ Leadingefiiciency

Our aim and outcomes

- Industry leading efficiency across a range of service aspects

- Pushing the frontier of innovation and efficiency forward, not
being alaggard in any significant area of service or cost

- Earning outcome rewards from our innovations, with fair returns
to shareholders

- Low long-term financing costs

- Safe working environment and practices

What we plantodo

« Optimising our use of water resources and water treatment,
in line with our Drinking Water Safety Plans

« Ambitious targets to reduce costs further

- Implement smart technologies in energy cost reduction and
increase renewable energy generation

» Apply world class asset management processes

» Apply continuous improvement and lean cost reduction to
everything we do

« Continue to build long-term financial resilience

» Achieve a low and efficient cost of financing

« Zero tolerance for health and safety failures for our workforce,
our supply chain and our communities

- Maintaining active and long-term investors in Bristol Water

« Maintaining an efficient balance of debt and equity financing

» Working with our supply chain on efficiency and innovation

« Partnerships with our local stakeholders, such as to reduce traffic
congestion in Bristol and surrounding areas through “Smart City”
working

« Building our innovation partnerships

« Partner with other companies on specific efficiency initiatives to
share both best practice and explore new delivery opportunities

« Invest in renewable energy and energy efficiency

» Develop our robotics and artificial intelligence and connected
systems strategies

« Continue continuous improvement (including process redesign)

« Engage our people in innovation, through expanding “Brainwaves™

» Use smart technology, for instance for metering

« Partnership with Canal & Rivers Trust to improve water quality and
reduce cost of water resources

» Reduce costs by reducing leakage and water consumption

- Deliver excellent customer services, as this will reduce retail costs
including bad debt

Our long-term ambition for excellent community water experiences
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Scenarios for
the future

Our plansfor2020-25willbea
stage on our journey towards our
long-term ambition. Given the
high quality productand service
we already deliver, weface
choices about how quickly we
make improvements. Customer
views on the affordability of their
billis an important consideration.

We are carrying outresearch
to explore whether customers
want us to improve services
faster or slower dependingon
the other factors that influence
bills, such as how costs change
as weinnovate.




Scenarios for the future

Medium-term scenarios (2020-2025)

We have set out in this plan the future long-term factors
affecting us and the short and long term options for how
quickly we improve the outcomes we deliver for customers, our
communities and the environment.

Our average bill is currently £185, below the national average

of £189. Our average bill in 2020 is currently forecast tobe £192.
Inflation over 2020-25 would increase this to around £212, if costs
and services only changed in line with this.

Before considering the cost of future investment to improve
services, bills are likely to reduce after 2020 to pass efficiencies,
adjustments for our past performance, and an expected lower
financing cost for the water industry back to customers. Thisis
likely to reduce bills by between £6 and £31, the range reflecting
uncertainty in how costs and efficiency opportunities will change
in the future. As a small company, we have higher debt cost than
larger companies, which also affects this range.

We can then consider the additional cost of delivering the range
of improvements in services set out in this document. We show
below a plausible range of potential outcomes. Customers have
achoice, as even after considering the cost of improvements we
have to make, it is likely that bill changes will be less than inflation
and could reduce overall. This reflects the good level of service
and resilience that we already provide to customers. So thereisa
choice for customers about how quickly we improve services in
the future beyond the minimum requirements we face.

We are carrying out research to explore whether customers
want us to improve services faster or slower depending on the
other factors that influence bills, such as how costs change aswe
innovate. We will consult further on the prospects for bills and
services for 2020-25 by consulting on the scenarios in our draft
business plan in April 2018, in advance of submitting our plans to
Ofwat in September 2018.

250
230
210
190
170
150

Range of scenarios for

how bills may change

2025 bill before Minimum bill before  Minimum bill with full Maximum bill with full
efficiency and investment investment investment
investment

u Investment in local community resilience

® Investment in safe and reliable supplies
uInvestment in excellent customer experiences
m |nflation 2020 - 2025

m 2020 bill, adjusted for efficiency
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Potential choices for our outcomes for 2020-25

Minimum
Average bill in 2025 between
£181 and £213, after inflation.

Possible options by 2025
“Inflation over 2020-25 would
increase bills to around £212,
if there were no other bill or
service factors changing

Potential options to go
further

Average bill in 2025 between
£199 and £231, after inflation

Range of impact on average
bill by 2025

Excellent customer

experiences

- Top utility for customer experience

- Water efficiency service as now

« 62% of customers metered

- Keep water poverty as now (1.8%)

- Expanding communication
channels

- Widen choice of water efficiency

« 75% of customers metered

« Customer control on what to pay
and when

- Water poverty reduced to 1%

- Better information for customers
when we respond to events

» 90% of customers metered (by
2040)

» Choice of services

- Water poverty reduced to 04%

- Smart City Bristol data

= Reducing traffic disruption

£0to£8

Local community
resilience

- Reduce leakage to 41Ml1/d

- Efficient renewable energy
generation

« Investigate future environmental
improvements

- Maintain recreational sites as now

- Reduce leakage to 37Ml/d by 2025

« Water consumption reduced by 3%

- Community partnership working -
improving the local environment

« Biodiversity improved

- Reduce leakage to 36 Ml/d or beyond
» Water consumption reduced by 11%
- Expand access to recreational sites

£0to£12

Safe and reliable supplies

- Top water quality

» Reduce supply interruptions to 8
minutes per customer per annum
(from 12 minutes)

« All population centres > 25,000 can
be supplied by multiple sources

» Discoloured water as now

» Current drinking water and
catchment projects continue

» Water quality risks from unusual
events reduced

» Reduce supply interruptions to
4.2mins

» More population centres >10,000
can be supplied by multiple sources

« Discolouration reduced by 35%

= Customer lead pipe lining pilot

» Reduce supply interruptions to 2
mins

» Discolouration reduced by 65%

- All population centres >10,000 fully
protected

» Self monitoring network

£0to£8

Corporate and financial
leadership

- No Health & Safety events

- Maintain credit rating

» Around average in the industry on
efficiency

- Expand into other services

- Partnerships with universities

» Leading efficiency

- Expand innovation and use digital
technologies

- Local entrepreneurs support
« Build innovation partnerships with
other local communities

Helps to lower bills through
efficiencies
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Scenarios for the future

Long term future scenarios
Why our plans will change and adapt

We have set out our long-term ambition for how we see priorities
for increasing the excellence of the experience we provide

to customers, and how we also need to boost our work that
supports local community resilience. The way we deliver

our plans will change over time. In our view, and those of our
stakeholders, we want to work in a way that reflects our role in
thelocal community. This means we look to innovate through
building local partnerships. An alternative approach would

see the future for the water industry being driven by large
companies operating through national markets, rather than
through community based companies such as Bristol Water. For
instance there may be situations where we have to reduce our
costs or change services in response to national targets, which
could delay some of our local objectives because of pressures
on affordability. Based on our ambition, we are interested in your
views on how we can balance our role in wider national markets
with our local community focus. However, we need to focus on
customer excellence in any event, irrespective of the markets
and performance incentives we face as a company.

Increasing customer excellence

“Data driven national markets”
In the “data driven national market” scenario,
services are delivered at a low cost efficiently

by large, national based organisations who have

a wider set of data. Risks are managed through
national standards and centralisation of data.
Competition for household customers with
specialist wholesale service providers would be
an example of this - with a range of choices (for
instance bundled water and energy offerings).

In this scenario we would need to compete with
other new entrants in providing services and
choice in different ways.

“One size fits all”

In the “one size fits all” scenario, short term cost
pressures and affordability would mean that
national standards would be set and there would
be little opportunity to focus on local customer
excellence (as opposed to service). Bills would
be minimised in the short term, but long-term
pressures on local resilience could emerge.

In this scenario we would be compared ona
national basis, and may have less flexibility to
addresslocal issues.

“Choice of service for you
and your community”

In this scenario better use of individual customer data
and better information on utility networks allows
choice of service for individual customers. Community
issues are addressed through open data and predictive
analytics allowing service providers to respond
efficiently. Customers would have access to data on
services to them and the community:.

We would compete with others to provide a choice of
service tailored to the needs of individual customers
and communities.

Increasing focus on local community resilience

“Focus on your community”

In this scenario we would focus initially on building alocal
infrastructure and partnership approach to deal with the
environment and social challenges that face the Bristol
Water region. We would focus on protecting the local
environment, reducing consumption and leakage and
investing to reduce traffic disruption. We would tailor our
approach to each local community, rather than individual
customer choice.

As costs may be higher initially compared to the data
driven market or one size fits all scenario, we would also
expand our range of social tariffs
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we’d l ove t o he ar We are actively seeking

your feedback on our future

o ambition to inform our plans
Your VI.ews for 2020 to 2025.




We'd love to hear your views

We will use your views to shape our future plans

We hope you've enjoyed reading about our future ambition - this
is a consultation and your views will shape our future plans.

We are running further engagement events on our plans. As part
of our consultation we plan to work with partners such as the
University of the West of England to test our ideas and align our
plans to regional innovation and delivery opportunities.

We will use your views to shape our future plans- you can email
your contributions to strategyandregulation@bristolwater.couk

Our suggested questions that we would particularly welcome

responses on are:

« Tohelp us think about the future we asked you what our role
should be in the Bristol area. Your answers informed our own
statement of our future role. Do you have any comments on
our role and how it reflects your own view of us?

« Our long term ambitions respond to our understanding of the
world around us. Do you have any comments on the future
factors we've identified, or any that we might have missed?

« We've also developed four scenarios that describe different

ways the future for water services may evolve in the long term.

Do you have any comments on the future scenarios we've
identified?

» Wehave set out how we think we can fulfil our role in the
future, responding to the factors and scenarios described
above. What do you think?

« Our long-term ambition focuses strongly on customer
excellence and local community resilience. Do you agree with
this focus and our aims?

» We can't deliver our ambition alone and our plans focus on
building on ways in which we already collaborate with others.
Do you have any ideas about how we can work together with
other organisations to deliver our vision?

Join in the conversation on:

M) LinkedIn ¥ Twitter @BristolWater
using #bristolwaterclearly

D Also see the videos on our YouTube channel

Our long-term ambition for excellent community water experiences
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