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                                                           INFLUENCE ON PLANS 
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1  Ofwat’s requirement of the CCG

Ofwat set out its expectations on engagement 
with other regulators and compliance with 
statutory environmental and drinking water 
obligations in its Customer Engagement Policy 
Statement in May 2016:

“For the purpose of PR19, we expect the CCG 
report (either in the main body or through 
an annex) to include commentary on any 
concerns the CCG process has highlighted 
regarding tensions between delivery of the 
proposed plan and compliance with statutory 
environmental and drinking water quality 
obligations. This information is extremely 
useful to our assessment of business plan 
quality in the risk-based review. It is very 
useful to understand if the environmental and 
drinking water quality regulators have raised 
concerns through the CCG process that a 
company’s proposals put compliance with its 
future statutory environmental and drinking 
water quality obligations at risk. It is also very 
useful to understand if the relevant regulators 
have not identified or raised material concerns, 
or if these concerns have been raised and 
subsequently addressed by the company.  
We recognise the ultimate responsibility 
to comply with legal obligations lies with 
the companies. And that the regulators’ 
participation in the process does not mean they 
endorse the business plans, especially with 
respect to a company’s compliance with  
its legal obligations.”

2   Ofwat’s requirement of  
Southern Water

Ofwat set out its expectations of Southern 
Water in the PR19 methodology statement in the 
test for securing confidence and assurance:

“To what extent has the company’s full Board 
provided comprehensive assurance to 
demonstrate that the business plan will deliver 
– and that the Board will monitor delivery of 
– its outcomes (which should meet relevant 
statutory and licence obligations and take 
account of the UK and Welsh Governments’ 
strategic policy statements)?”

Southern Water has carried out an extensive 
analysis of its legal, environmental and other 

obligations in preparation for its business plan 
submission. This work has been carried out 
with the help of Herbert Smith Freehills (HSF), 
a law firm engaged to support the company 
on PR19. HSF have worked with company 
management to assist the Board in providing 
assurance to Ofwat that the business plan will 
enable Southern Water to meet its statutory and 
licence obligations. 

The report gives an overview of current 
compliance practices and how the Plan will 
enable compliance.  It has been developed 
through extensive consultation with subject 
matter experts across Southern Water. It seeks 
to identify Southern Water’s approach to how 
the plan supports the ability of Southern Water 
to meet its statutory and licence obligations. 
compliance, key compliance risks and how 
these are to be addressed, and in particular 
what investment is set out in the PR19 plan that 
supports compliance with obligations.

The findings of the report were presented to 
the Board on 26 July 2018 and it will form an 
input into the business plan. Southern Water 
has not identified any significant concerns over  

Investigations are in progress by the DWI, EA 
and Ofwat. Remedial actions being taken in 
response to these investigations are addressed 
in the report, and will be described in the plan. 
Draft text from the business plan is included as 
Appendix A.

3   Indirect engagement with  
regulators as stakeholders

Southern Water includes the DWI, EA and 
Natural England in its extensive programme 
of stakeholder engagement, and seeks their 
views on a wide range of issues relevant to 
preparation of the PR19 plan.

The EA and NE are members of our Strategic 
Environment Panel and county panels and have 
attended most of the meetings we have held 
on PR19. Representatives from both have also 
attended all of the larger workshops in autumn 
2016, autumn 2017, spring 2018 (a regional 
strategic workshop), spring 2018 (a WRMP joint 
water company event).

We also had a bespoke session with the EA and 
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NE to discuss our developing PCs and ODIs on 
18 April 2018. 

A sample of the engagement log is included 
at Appendix B. Note that this list includes only 
the strategic and Director level meetings, 
and engagement with the regulators is more 
extensive, as discussed below. 

4   Direct engagement with  
regulators as authorities

We also meet directly with our regulators 
regularly and have used these meetings to 
inform the development of our plan, and to 
enable compliance with obligations.

We have had working level meetings with 
EA and NE in addition to the more strategic 
level and stakeholder panel level discussions. 
Working level meetings have taken place on 
both wastewater and water aspects of the 
WINEP. 

These working level meeting have taken place 
alongside more standard quarterly interface 
meetings up to Director level, where we have 
taken the opportunity to talk about meeting 
WISER requirements and statutory elements of 
the plan, including our key initiatives.

5  Engagement where the CCG has 
had visibility

The CCG has had presentations and 
discussions on a range of issues that relate to 
environmental and drinking water obligations. 
In these areas we anticipate that the CCG would 
be able to comment in its report about the 
extent to which any concerns by regulators had 
been raised.

a.  Water Resources Management Plan 
(WRMP)

The CCG has seen the development of the 
WRMP over an extended time.

August 2016:  WRMP plan overview

Dec 2016:  WRMP plan overview

June 2017:   WRMP focus groups and drought 
research approach

Aug 2017:  WRMP Research Headlines

Jan 2018:   WRMP and Drought Plan 
Consultations

Feb 2018:   Showing how customer research 
has influenced the consultation

June 2018:   WRSE (Water Resources South 
East) and the links with the WRMP 
and Drought Plan.

The outcome of the WRMP consultation will be 
presented in a separate paper at the August 
CCG meeting. 

b.  Water Industry Strategic Environment 
Requirements (WISER)

Our WISER plans were discusses in depth 
at a meeting on 23 April 2018. The company 
presented and discussed its plans on 
catchment management, sustainable urban 
drainage, resilience in rivers, improvements to 
badly functioning sewage systems, leakage 
reduction, reducing the number of category 
1 – 3 pollution incidents, and numerous other 
schemes to meet statutory requirements on 
phosphates, metals and ammonia. The meeting 
note is included as Appendix C.

Our formal response to the EA and NE is due on 
August 21 2018.

c.  Water Industry National Environment 
Programme (WINEP)

WINEP was raised with the CCG at the 
9 April meeting, it was discussed as an 
additional set of environmental obligations 
at the WISER meeting on 23 April 28, and has 
been discussed again at the June and July 
meetings, including what the cost and delivery 
implications for the company and the business 
plan are.  

The delivery of WINEP had initially been 
intended to be phased over several AMPs but 
the Secretary of State has now determined an 
accelerated programme to be delivered by 
2025. This will mean a significant additional 
capital spend for the company, which has had 
to factored in to plans and hence bills.
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d.  Drinking Water Inspectorate (DWI)

The Chief Inspector, Regulatory Strategy and 
Principal Inspector of the DWI attended the 
CCG meeting on 30 April 2018. The focus was 
on two areas the DWI could help with: Southern 
Water performance at the end of 2017/18 and 
the emerging future direction.  This meeting 
discussed some longstanding weaknesses and 
the company’s progress in meeting them. The 
meeting note is included as Appendix D.

6  Engagement where the CCG has 
had less or no visibility

The CCG has had less visibility of our formal 
engagement the environmental and quality 
regulators. We anticipate that the CCG not be 
able to comment on these areas.

a.   Water Resources Management Plan 
(WRMP)

Southern Water published its draft WRMP in 
March for consultation between March and 
May 2018. Ofwat responded with comments on 
where it considered the plan could be improved 
in June 2018. 

We will publish our response to the consultation 
later this year and the Final WRMP in 2019.  
The CCG will not have seen the final WRMP  
until after business plan submission on 3 
September 2018.

b.   Water Industry Strategic Environment 
Requirements (WISER)

We will submit our formal response to the 
WISER requirements to the EA and Natural 
England on 17 August 2018. This may come too 
late in the timetable for the CCG to be able to 
comment.

c.   Water Industry National Environment 
Programme (WINEP)

We have had confirmation of most of our 
requirements via WINEP3, provided by the 
EA in March 2018. For some drivers, site 
specific requirements were withheld due to the 
ongoing investigation being carried out into 
Southern Water by the EA. For these drivers, 

we have used the EA guidelines to develop our 
programme to meet all our obligations in AMP 
7. Where the schemes were named in WINEP3, 
we have reviewed them with the EA. 

Improvement schemes will not be fully 
approved until December 2021, when the 
minister would sign off on the grounds of overall 
affordability. 

d.  Drinking Water Inspectorate (DWI)

We have final decision letters from DWI 
detailing support for our nitrate and pesticide 
removal proposals. These will be converted 
into formal notices by 5 September 2018.

We also have formal DWI notices for a number 
of treatment works schemes to mitigate a range 
of issues, including, bacteria, odour, turbidity 
etc. including Otterbourne, Testwood, Burham, 
Rownhams, and service reservoir inspections. 
The notices are published on the DWI website. 
The majority of the letters have in been copied 
to the Chair of the CCG.

We also have the support of the DWI for our 
Water First programme, which will improve our 
capability and risk understanding.

Appendices:

A.   Draft text on trust and confidence from 
assurance chapter of the PR19 plan

B.   Schedule of stakeholder engagement 
including quality and environmental 
regulators

C.  WISER meeting note, 23 April 2018

D.  DWI meeting note, 30 April 2018
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