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1. AIM (Abstraction Incentive Mechanism)  
 

The Chair set the scene for the discussion on AIM. Some issues had surfaced during the 
June, July and August CCG meetings through: 

 the deliberations on the setting of Performance Commitments (PCs) and that SWS 
only had a single AIM scheme in the PR19 Business Plan 

 Ofwat’s requirement that the CCG’s report to Ofwat, described any tensions 
between the proposed schemes in the SWS Business Plan and the requirement to 
meet environmental quality regulations. 

 
It had come to light through the meeting discussions that the Environment Agency (EA), 
whilst not necessarily thinking that AIM schemes are the best way to reduce overall 
abstractions, did not feel it had been consulted with adequately on the potential to have 
more schemes in the Business Plan for 2020 - 2025. AIM schemes are designed to restore 
the supply-demand balance in environmentally sensitive rivers. SWS had, in fact, 
investigated four potential possibilities but it had found that only the Itchen scheme was 
viable.  
 
The Chair said that although the CCG needed to discuss AIM in its report to Ofwat, CCG 
Members were aware there were many Business Plan programmes and PCs, such as 
reducing leakage and demand management, that would reduce the need to abstract. She 
said that the CCG had to be guided by the Company on what was and was not possible in 
terms of AIM schemes, but suggested that it might be better to have a measure that would 
show the net reductions in abstractions, set within the context of this broader set of activities, 
than to have more AIM schemes. She also expressed that the CCG should not be party to 
ongoing discussions between the EA and SWS on regulatory issues and encouraged them 
to resolve this directly between themselves.   
 



 
David Howarth from the EA agreed and said that Ofwat tended to like AIM as there are some 
potential benefits, but in general, the EA preferred a longer term reduction in abstractions. 
No matter what, SWS would have to stay within its licence conditions. He was sure that 
SWS could record the volume of water abstracted. The Chair checked that David was 
content that the AIM issue would be recorded as above in the CCG report to Ofwat and 
David confirmed he was.  
 
 
2. PCs and ODIs 
 
The Chair reminded Members that she had asked Kevin Wightman, SWS Head of Economic 
Regulation, to update the paper on PCs and ODIs as per the discussions at the 06 August 
CCG meeting. She proposed covering each of the updated PCs and ODIs in turn, starting 
with the Distribution Input (DI). She said that, following on from the previous conversation on 
abstraction, she couldn’t understand why DI, which was a proxy for net abstraction, was 
seen as a better measure. David Howarth agreed, saying that DI is a measure of what 
leaves the treatment works, so it is a good proxy, but is not an exact measure as it can be 
affected by other issues such as leakage. It should be possible for SWS to show absolute 
abstraction.  
 
Kevin responded that the Company did measure abstraction but did not report on it as the 
data was not robust, so it used the same DI measure as used in the WRMP (Water 
Resources Management Plan) which had been meticulously developed and gave confidence 
for reporting purposes. The Chair said that the CCG would prefer to see an absolute 
measure of abstraction and had asked for one to be developed that would also show stretch. 
Kevin said that Ofwat were not keen on the development of in-AMP PCs. Even if this were 
not the case, there couldn’t be an ODI attached as this would be double counting the 
benefits of T100 (Target 100 which aims to reduce consumption to 100 litres of water per 
person per day by 2040). He said that stretch could be measured as a sum of consumption 
and leakage and both of these had very stretching targets.  
 
The Chair then asked Kevin to confirm that the target for category 1 & 2 pollution incidents 
was zero, which he did, and Members asked why there was no penalty ODI on these as 
there should be a really big incentive against pollution. Kevin said that there had been a 
penalty ODI in PR14.  Ofwat had removed this ODI as their view was that the courts would 
impose significant fines and this would be penalising companies twice. The Chair remarked 
that whilst SWS was doing what Ofwat want, the CCG was suggesting that it should be 
doing what customers want and penalise pollution incidents.  
 
On bathing waters, the Chair asked why it was not possible to name the 57 beaches that 
would be maintained at ‘excellent’ status as not naming them could lead to a ‘revolving door’ 
syndrome. Kevin said that the Company would name the seven beaches that had been 
improved to excellent during the current AMP as the improvements had been paid for by 
customers. Any further beaches that were improved to excellent using customers’ funding 
would also be named and maintained at excellent status. This was only reasonable and 
justified. However, it was not possible to name the other beaches as there were so many 
fluctuating factors that could influence the status. The Chair asked the Company to make a 
clear statement naming the seven beaches but recognising that the status of the other 50 
may change, although any changes must not be due to negligence by Southern Water. 
Kevin said there was a clear ambition in PR14 that all beaches would improve to excellent 
by 2040. The PC for this covered more than one AMP. 
 
The Chair thought the independently assessed community engagement benchmark was a 
positive step but suggested this should have a target set after two years based on 



 
experience. She thought that a PC on customers’ trust and confidence should be included 
and, if measurement began now, a target could be set by the start of AMP7. Chris Esslin-
Peard, SWS Head of Regulatory Strategy, agreed to ensure that a PC on trust and 
confidence would be developed but he needed to think what the baseline would be. The 
Chair suggested it would be a positive step to have this in place before Ofwat’s final 
determination on the Business Plan. 
 
Members commented that it was good to see an aspirational target for renewable energy but 
thought that the target for effluent recycling was very low. It wasn’t possible to determine 
how stretching this was as the percentage of total effluent that would be recycled had not 
been provided. Kevin agreed that it was a light target but that it was initially a pilot scheme to 
test customer acceptability. The Chair accepted this approach and hope to see a more 
ambitious target for AMP8.      
 
Members asked why there wasn’t a PC on returning treated effluent to rivers as customers 
had said this was a high priority. Kevin responded that although it was a long-term 
commitment, it wasn’t possible to develop and include a PC at this stage because the 
engineering solutions needed to be in place for this to happen. The works would begin in 
AMP7 and the PC could then be applied in AMP8.  
 
Members also said it was disappointing that the school visit target had not been stretched as 
this was also a high priority for customers. Kevin said that he would look to see if this could 
be stretched further and would let Members know if it were possible.  
 
David Howarth said it was also disappointing that there was no target on biodiversity which 
would be seen as going above and beyond, and that other water companies had one. Kevin 
said it was only possible for the Company to measure biodiversity on its own properties and, 
unlike other water companies, it now owned very little land as most of it had been sold off. 
However, it had included a PC on natural capital as requested by Natural England. David 
confirmed he was content with this.                        
 
The Chair thanked Kevin for this near final adjusted set of PCs and ODIs and asked if he 
could inform the CCG of any further updates, which he agreed to do.  
 
 
3. Affordability 
  
The Chair noted that there was a high level of customer support for helping those in financial 
difficulties to pay their bills. She asked Mark Field, SWS Head of Billing and Collections, if 
the Company had identified the percentage of customers that were in financial hardship and 
what measures the Company had taken to assure any financial support goes to the right 
people? Mark confirmed that SWS knew who its customers in financial difficulties were as 
well as those who are at risk, and that customers, in general, were content with an additional 
£4 per annum (dual customers) to fund the social tariff. This would enable SWS to provide 
support to all customers that needed it. He said that to be considered eligible for the support 
schemes, customers needed to provide evidence and this was reviewed on an annual basis.  
 
Members said that the scope of this work was welcome as well as the work underway on 
data sharing with third sector agencies to help those at risk and prevent them moving into 
hardship.      
 
To follow up on a CCG question arising from the affordability acceptability research findings 
as reported on 13 August 2018, Nick Eves, SWS Head of Strategic Insight, said he had 
interrogated some former research on affordability which had a four point answer score 



 
rather than the five point score in the more recent research. The middle group who had 
responded that they found the bill profile ‘neither affordable nor unaffordable’ in the more 
recent research had, when pushed to answer as one or the other in the previous research, 
had found the bill profile affordable. When you combined the ‘neither-nor’ group with the 
group finding the bills affordable in the more recent research, the affordability acceptability 
scores were only 2% apart. His conclusions were that the ‘neither-nor’ option that customers 
had chosen in the recent insight were more a reflection of the current uncertain economic 
and political climate. This was borne out by verbatim quotes taken at the time of the 
research. Members agreed these were very valid points.      
 
The Chair checked that Members were content that SWS had demonstrated that its bills 
were affordable for the price review period of 2020 – 2025 and beyond, and they confirmed 
that they were. 
 
She asked Members if there were any other issues or concerns they wanted to raise as this 
was the last chance before the CCG Report to Ofwat would be submitted. Members said that 
they thought the Business Plan had a significant number of truly transformative schemes 
and programmes and that SWS had signalled its high level of ambition and intent to place 
customers at the heart of its work.  
 
However, the Company was not working in isolation. Members were not sure if the Company 
fully understood the challenges ahead of true partnership working and what this would entail 
in terms of Company culture. There were also external influences, such as Brexit, and 
national drivers, such as the 25 year Environment Plan and the National Infrastructure 
Commission’s requirements, that could affect the Company’s ability to deliver its Business 
Plan for 2020 - 2025.  
 
The Chair thanked Members for their time and support.   
 


