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Can | start by thanking you, Secretary of Stateafoinspiring speech. It is a great
encouragement to know that you and your colleagugsunderstand the importance of
water services to society and the economy andythahave a vision for the future.

Restoring involvement (1)

My theme this evening is that if we are to seneghblic better we must involve the
people more.

Forty years ago, when water services were to & lex¢gent accountable to local
authorities, people took a more active interestaw their water was managed. If they
had a complaint they could take it to their loaaliecillor and if the response was
inadequate, they could vote the councillor outféite.

Today, the service is much more efficient and mmcine reliable. But research shows
that the only real contact most people have wittewservices is when they pay the bill.
We have to restore that sense of ownership. Thel@eae serve must play a bigger part
in the decisions we make. There needs to be a mimmened and interactive relationship
between the public and the water services.

The Challenges that we will present this eveninigskiow why this is so important, and
| will propose that all stakeholders should nowviark together to make it happen.

Since we met at Source 2006 we’ve made signifipeagress. The industry, the
government and our regulators now all have longitetrategies. This is a big step
forward because water customers never really befinefin short-term fixes and the
consumer features in these strategies more prothyrtean ever before. But now that the
strategies are in place it's time to take the rséagp.
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We still see people through the lens of our indmaildorganisation goals as consumers, or
bill-payers, or capital providers, or polluters,emen voters. This is understandable but it
accentuates differences. It would be easier towveleindividual goals if we can also agree
a common goal:-

To create more public involvement by restoring lmstnections

-  between people and the water environment, and
-  between water and other essential activities

I'll pick this up again in a moment, but first Istftook at those communities where these
connections are only too real to people.

WaterAid

In March | was able to see for myself the terriidbaditions our fellow human beings live
in when | went to Mali. | was also able to witnegdirst hand the amazing work
WaterAid does. It's every human being’s human righttave clean water and sanitation.
The film helps us to be optimistic that we can grihis about. Whether we’re in the UK
or developing the world we have to understand aokwith the water environment.

WaterAid - Film
The Three Challenges
We shall present three challenges this evening:

- Environment : Climate Change
- Consumer Expectations
- Finance

Our first challenge is the Environment and climetange
Challenge One — Climate Change

Inevitably the focus is climate change, and | sHadnfirm Source is a carbon-neutral
event.Since Source 2006, we've come a long way, the ESbhaught out a new climate
change package and adaptation green paper. Inkheelhave climate change bills as
well as national and local government and busiiresatives.

The companies in England and Wales have publisizerwesource management plans
which give everyone a chance to comment on howeadding on climate change.
Through Water UK and its Partners, particularlyhis area MWH, the industry has been
very active and successful and I'm delighted tlo&inJCraven is going to say more about
this.



Source 2008
Pamela Taylor

But there are also some real challenges, in péaticteducing emissions, because growth
and progress towards a cleaner environment arengusbmpanies to use more, not less,
energy which kind of defeats the object.

And there’s a need for more resilience and prateatif critical infrastructure. So we
certainly won't be easing up.

Waterwise

One thing that would be a great help, is if pedqplew more about their use of water, so
I'm delighted that we're going to hear next fromrisl&debowale, chair of Waterwise.
Waterwise is the NGO set up by the industry thregry ago to make the case for
effective water efficiency.

Maria Adebowale - Statement

Let's move to the second challenge — meeting coesimxpectations.

Challenge Two — Consumer Expectations

In 2006, the priority for everyone was encouradimg consumer voice. We knew that we
needed to ‘reach out’ to consumers. It was nevaergio be easy and we had a serious
drought and flooding to deal with in some areaswmire doing it.

Now in 2008, we have a new task. We need to firtdvuat consumers really expect
from us. How can we anticipate their needs and@ms® This understanding is vital if
we’re going to involve people more.

We need consumer marketing skills but we havetiy fecognised that we do. We've
taken refuge in the idea that tap water is differand it is different from packaged

drinks or processed food, but the consumer isaheeswhich means that our services are
subject to the same expectations; the same opiramiasthe same influences — including
the media.

On the consumer challenge we're going to hear Bdnthe Henley Centre and three
national consumer groups.

Our final challenge tonight is finance.
Challenge Three - Finance

What have we achieved since we looked at this 0620rhe context is the scale of
investment that's been raised since the main psatbn in 1989.



Source 2008
Pamela Taylor

Over the years companies found that they and thistomers could benefit from more
efficient capital structures particularly througlhrer gearing. Recently, this became
even more attractive, the cost of debt fell todristlly low levels and Ofwat set tighter
efficiency targets which made it harder to increessh flow by beating them.

So how do Investors see the Water Sector todayf Wéeassessing the impact of the
credit crunch and the gloomy economic outlook. Waeel asking if the recent conditions
are so unusual that the cost of finance will béérgn future as a result.

Is there an infrastructure ‘bubble’? Or do the gsipaid recently to acquire water

companies reflect permanent asset value? We hpape of well-qualified people to
help us answer these questions.

Our latest survey of investors showed the impoganfcstability and transparent
regulation and worries about risk. Is the industistructure suited to encouraging the
innovation that companies need to tackle challesgeh as climate change? But, of
course, innovation is risky, so we have to provleright returns.

If competition is part of the solution, we’ll als@ed to be clear how it will affect
sustainability especially if, as many people thip&ttnerships and cooperation are going
to be more important.

Ofwat

The person who is undoubtedly one of the best dlagperts to speak to all this is Philip
Fletcher, chairman of Ofwat.

Philip Fletcher - Statement

Thank you Philip, you have spelled out again thienate aim of the industry and its
regulators ‘to serve and protect the consumer ette

Restoring involvment (2)

This brings me back to my main theme that eachesd individuathallenges will be
much easier to meet, if we can agree on that congoah

To increase public involvement by restoring conioest

-  between people and the water environment, and
- between water and other essential services
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Right now we have a great opportunity to do botthete. More and more people are
becoming aware of the economic importance of tver@mment. Green thinking is no
longer just for comfortably off, middle class peagPeople are actually beginning to
understand that ‘this could really affect me andfamgily’.

The result is a greater appetite for informatiortipalarly about real priorities such as
avoiding water shortages or preparing to cope fhagh floods. If we're prepared to
work together, closely, we can use this developrtemtcrease interest and restore trust.

Now that's easy for me to say, isn't it? But if kgeactually going to do it, it's going to
take time and some hard decisions.

—  We should decide to accept and not to fight orginar
people's perceptions and attitudes, and stop pheigthat we know
best;

—  We should decide to promote the truth that, regaslbf legal
ownership, the water service benefits massivelynfprivate sector
expertise — it really is a ‘public service, privigtsupplied’;

—  But equally we should decide to revive the publegsise of rights
and responsibilities by speaking openly about erecting’ people
with their water and their environment.

This may sound unfamiliar or wrong-headed or eveamge@rous. But it isn't. In fact we
are already going down this road.

- Companies are improving their conversations withsconers using
consultations, events and on-line contacts.

- Ofwat is consulting on ways of using consumersiwaenuch more
in the decisions it makes about company revenue.

- The government, regulators and companies are Igakithe
potential for more competition. We don’t know yeteather it will
prove to be in consumers’ best interests but ongvetor finding
out is to empower the customer.

- At Water UK we’re promoting an on-line consumerdgito looking
after water in the home. Again serving the pubfid eeconnecting
people with their services.

Conclusion

The question now is: Can we and will we pull tdgetand build on these initiatives to
achieve that common goal?

If we adopt a new approach and new language inhygople have the right to think in
terms of their water and their environment | bedigve can.
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Think about water efficiency. If we agree a comngoal to re-connect people and water,
we would need to try harder to show that being waise is an integral part of
sustainable economic policy not only about protechabitats or strictly environmental
goals in which we have a large investment.

Are we willing to do this?

The Water Saving Group, led by Phil Woolas, is mgun this direction. It has set a
collective goal for reducing overall demand anddhzup involves all the main
stakeholders including Communities and Local Gonemnt and Business Enterprise and
Regulatory Reform.

To support that task an essential element willbbeimake close connections between
the water service and other core services.

Water services often seem disconnected from odsamgial activities, but water is so
fundamental that a host of other economic actwitiave to be more involved in
managing it. This means land use and developmentudture, transport, energy, and
recreation. At the moment these sectors are atskestdetached. They know that water
matters but they don’t see it as their busineggtanvolved beyond the basics.

And we must also develop a new closer working i@tghip with local authorities. This
is an urgent lesson from last year’s floods.

I'll close by asking that as you take part in S@u2008 tonight, you consider the
potential for working together towards that comngoal alongside the activities you and
your organisations are directly responsible for.

We've made a start but we must now be bold and mdiken commitment to move
forward together and to turn hope into reality.

Ends
For more information please contact:

Barrie Clarke, Director of Communication
bclarke@water.org.uk
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