CIWEM Annual Conference 2009 WATER/UK

Water and the Global Environment
Wednesday 29 April
Pamela Taylor, Chief Executive

The role of Water UK is to promote a sustainabléswendustry. But what
does that mean?

There are lots of definitions and interpretatiohsustainability, but for me
they come down to four themes

1. Getting the essentials right
2. Putting people at the heart of what we do
3. Working in partnership
4. Preparing for the challenges ahead
I'd like to talk about each.

First, getting the essentials right

Water and wastewater services is really about ezihgmublic health and
improving the natural environment. In the UK, wkedhis for granted, but
access to basic services is as we know still akshgchallenge in many
parts of the world.

As Vice-Chair of WaterAid, | recently had the plege to visit Mali, a
landlocked West African country, twice the sizé~odnce and with a
population of around 14 million.

Mali is grindingly poor, ranked 174 out of 177 ctrues by the United
Nations’, with around two-thirds of its populatibwing below the poverty
line. In this primarily rural country, life expexgtcy is just 48, with one in
five children dying before the age of five. Tharpoverty, poverty and
more poverty.

It's hard to persuade any government with limiteslources of the
economics of providing clean drinking water anditsdion. It seems a
luxury behind for example building a road. It ised surprising, because



there is real ignorance about the effects of dnglaontaminated water,
about lack of hygiene and adequate sanitation.

Clean water and sanitation can bring health imprems, but also the
ability to grow crops, keep livestock, barter, dreg up girls’ time for
education.

It's impossible to ignore the problems of the depeig world for
humanitarian reasons but also because sustaigatokts not respect
national boundaries. Of course we must seek salsifior our own societies
and spheres of influence but in the end we areoalhected and we must
never forget it. Not even in our current econoarisis.

In the UK, getting the basics right means maintggrwhat we have
achieved and building on it. To understand howdahét, we need to
explore my second key theme — putting people ah#aet of what we do.

The credit crisis and recession have turned thméss and financial world
upside down. For us, this creates pressure fontaio groups.

» First, hard-pressed customers

Successful companies make customers’ wishes ars tiee number one
priority. Successful water companies are no exoaptiand this is true even
though they have a lot of other obligations whiaktomers pay for, often
without knowing.

For the 09 price review we've carried out the beggever consultation with
customers. There has been willingness-to-pay relsedeliberative
gualitative research, and national quantitativeaesh. At each stage
stakeholders, including the Consumer Council fotéhavere involved.

There are several important messages.

One is that customers are pretty satisfied witir thiater service. The most
recent work was carried out last autumn with tharicial crisis head-lining
every news bulletin. But levels of satisfaction evar the middle eighty per
cents in every company area.



Another is that the basics are non-negotiable. Tafter time, customers
show they’re willing to pay for maintenance andewal, to secure current
standards, and for necessary improvements.

It's also true that a substantial minority alredelgls that bills are too high
and won’t be happy with any price rises.

» Our second group of key people is investors — wind to be rather
nervous at present.

The industry invests to maintain and improve custoservice, the quality
of water, and the environment. This is significanéconomic terms. The
sector and its contractors together employ up QD people at any one
time.

In the current situation the government shouldrystal clear about the
value of the industry. We may be small in the bigyre of value-added, but
not in strategic terms — if anything the downtuighltights the difference.

We need long-term certainty for investment in thie things that matter
most — quality and resilience.

Water infrastructure must be made resilient infoe of climate change,
population and housing growth, water scarcity, gnedreliability of very old
networks. We have to maintain and replace mainggise treatment works,
pumping stations and reservoirs — but also the n&aeanologies of a
modern service — monitoring, scientific and comnoaton hardware and
software.

Many of these challenges were highlighted by tloeistry’s own, review of
the 2007 floods independently chaired by Sir JohkeB. Since then, we've
been working with companies to ensure approprigjgssare taken. We will
be publishing an update report outlining actioretaln the summer.

This is investment for the medium and long-term émadational value
shouldn’t be in doubt. But we need regulators amgkghiment to recognise
and act on this. They must reassure companieshaedtors that the ship
won't be blown off course by the financial storm.



Water companies face different challenges becaudéferences in the
climate and geography of their catchments, the itondf their networks,
and the communities they serve. So the needsv¥esiment and the impact
on bills is also different. There is no 'one-siis-all' blueprint for a secure
water supply or clean environment.

The connecting factor between customers and inkesdhat both want the
same thing — long-term certainty.

Customers want the tap to run, and the loo to flashevery occasion,
forever and ever, amen — no bother, no fuss, withmum effort on their
part. To get this they’re willing to pay a fair pei— and they accept that it
has to cover investment to make up for the neglepast generations.

Investors recognise and respond to this demandl +oathe industry’s
commitment to meeting it. Long-term security, iregvsense of the word, is
at the heart of a well-run utility business.

Whatever our interests in the industry, we camellb to strengthen the
promises these businesses make to the commurthigse anxious times —
and to the environment, which is the basis of ewang they do.

My next key sustainability theme is preparing toe thallenges ahead

There are many — but let me focus on two — clinshnge and growth.
« Climate change

The water industry is at the forefront in the fatelimate change. Our raw
material depends directly on the natural environmen

By understanding our energy consumption and thraagbon management
we are working hard to reduce our contributionlbmate change. Atthe
same time, we’re taking account of the currentfatute impacts of climate
change in our business and investment plans.

I’'m proud of the immense amount of work that watempanies have done
to understand, plan and prepare for the impactfirohte change, and
manage their own emissions. We’'re committed toinairig this work, but
we can't adapt to climate change or achieve bigegons in emissions on



our own. We need political and regulatory suppehtether it's for research,
anaerobic digestion, or agreeing funding for adaptaneasures.

We’'re about to get the starkest warning yet of lobmate change could
disrupt our way of life. The floods of 2007 and agbts of 2005 and 2006
are there to remind us how we feel when naturertzsisself.

 Growth

Another challenge that we need to face is that latijom growth and
movement are putting pressure on countries thatféza already water
scarce. Look at the international angle for a mamen

The world’s population continues to grow. It is @ing at an annual rate
slightly over 1.2 percent, producing some 77 millpeople a year - 97
percent in developing countries.

Migration will be become more of an issue in thieifa, made worse by
climate change and lack of access to water services

The World Bank expects dwindling water suppliebeécome a major factor
inhibiting economic growth. By 2015, 40 per centlof world's population

— about three billion people — are expected toiliveountries where it is
hard or impossible to get enough water to satiaBidneeds. About half of
the world's available fresh water is being usedafprculture, households, or
industry. To prepare for these challenges, we teathovate.

I have no truck with those who say that our wateustry isn’t innovative.
We are, and have been for years. It may not betajtamorous advances in
technology that fit in your pocket or beep annolyreg inconvenient
moments. Our innovation has tended to focus omather important task of
delivering high quality services efficiently.

But there’s no doubt that we need to innovate hrammeet current and
future challenges.

Innovation can also help address my other sustéityahemes.
Take catchment solutions for example. Ofwat hasgeised that if

companies can work with farmers and others to gtbjpition at source, we
can meet water quality standards at lower cosicahdarbon emissions.



That’s not just innovative. It also involves worgim partnership and,
crucially, there’s a real customer benefit.

You don’t need to look far for other examples. Taer industry has
virtually eliminated waste sent to landfill. Thisrefits our customers, who
avoid paying the ever increasing Landfill Tax. Bugre are big
environmental benefits too. Until quite recentiyg used to see sewage
sludge as a waste. Even today, there are thoselaribrecognise its value
or potential. Fortunately, these people are imtheority, and we are
increasingly using treated sludge to provide fisgil and a fine source of
renewable energy.

We can also innovate to save money and carborher etays. But the
support of regulators — all regulators, is esséntia

One way is to replace wastewater discharge conbastd on absolute
standards with variable consents. This would gommanies flexibility to
meet their obligations by working with the wateregonment, rather than
wasting resources in processes that in many casesaecessary. The
result would be genuine financial and environmebéadefits.

Another example is to focus directly on carbon ctidun. The industry has a
strong record for change and innovation here, es@xcellent to see this
being publicly recognised by the Carbon Trust, agnothers.

My final theme is partnership — no-one can meethallchallenges alone

Take water efficiency.

Water companies have been rolling out trials fogdascale water efficiency
projects which involve customers, by refitting hawath efficient devices,
subsidising water-saving equipment and providingewaudits. They’re also
investing in water efficiency education in schoatgl local groups.

But however many there are, initiatives of thisckby single sectors can't
motivate people enough to make a difference. Taowgthe uptake of
schemes, we need active partnerships. The compan@iesgeking links with
social housing providers, local authorities, reta) energy companies and
others.



In the end, avoiding waste — of water or anythilsg e is a society thing.
Companies can supply. Regulators can help or hiléi@©s can run
campaigns. Governments can set policy. But untes®’s a collaborative
effort to explain why it matterst's very unlikely to be successful.

The Government’'s Water Saving Group made a jointradgment to
reducing per capita consumption, recognising thretenefficiency is a
shared responsibility. It's too early to say whettes is working, but it's a
step in the right direction.

Understanding behaviour and driving behaviour ckaadkey — behaviour

of businesses, governments, regulators, other ma@#mns, individuals. In
Australia, every child learns the value of watenfran early age. We should
be doing the same here.

So, I've set out what | believe are the importasgests of a sustainable
water industry. But how do we know if we are beaagnmore sustainable?

One way is through reporting. Last year, Water Upiblished its first State
of the Sectoreport. Many organisations aspire to be sustamaddult it's not
easy, which is why it makes sense for companiegmgoents and
stakeholders to discuss, agree and guide eachaitihtbe best approach.

Sometimes it means taking stock to see if we'ragan the right direction.
The report asks if the sector is making progressb@toming more
sustainable. As you might expect, there is no aasyver.

We’ve made good progress in many areas.

> There’s been massive investment without affecdifigrdability, at least
for the vast majority.

> Rivers, lakes and bathing waters are cleanesafet than at any time
since the Industrial Revolution.

> The report also highlights a lot of change amgbwation which to me
shows an industry finding sustainable solutions auriting these into action.



However it's not all good news.
The report lists some stubborn problems for ther&tincluding:

1. The volume of water society wastes. This measrkiwg together to raise
awareness of the benefits of taking action.

2. Sewer flooding. This is very challenging agas$iackdrop of population
growth, and more frequent heavy rainfall.

3. Greenhouse gases emissions. On current trerttiggnowth, and the
pressure to meet higher environmental standaraspanies will be using
more, not less, energy.

4. Improving network quality and performance. Téas often be neglected
in favour of the other needs.

5. Affordability — maybe the most crucial challertgerause all the essential
investment depends on a steady cash flow.

So in conclusion

| doubt if there has ever been a more interestingportant time for the
water industry. We're facing global, national anddl challenges in the
teeth of a deep recession. We have a responsitalfipd the right,
sustainable solutions.

We've done it in the past and added immeasurahbllyagmation’s health and
wealth — even if not all of it shows up in Grossnistic Product. We've
done it by setting up WaterAid, to help people kestinate than ourselves,
and by setting up Waterwise in the UK, to promotaeaw efficiency.

There will be new challenges. But one thing we®arhed is how to build
partnerships to solve problems that otherwise wbald real struggle. This
Is a vital lesson and I'm certain that this CIWEbh&erence will add a great
deal to our collective knowledge.

Thank you.



