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C.3 Asset Inventory

Executive Summary

• Our assets have been revalued for PR09 on the Modern Equivalent Asset (MEA)
basis. This revaluation shows an increase in values compared to those set out in the 
June Return 2008, as shown below:

JR08 Table 25 
– 2007/08

PR09 – FBP  
– 2007/08

Variation

£m £m £m

Depreciable – Water 1,412 1,387 -25

Depreciable – Wastewater 4,554 4,926 372

Depreciable - Total 5,966 6,313 347

Infrastructure – Water 3,174 5,145 1,971

Infrastructure - Wastewater 9,578 13,976 4,398

Infrastructure – Total 12,752 19,121 6,369

Total 18,718 25,434 6,716

• The increase is due to the following factors which have occurred since the last 
valuation was undertaken at 31

st
March 1998:-

− The use of RPI rather than COPI in the Regulatory Accounts which has 
understated the impact of construction price inflation.

− For depreciable assets, the introduction of enhanced and more extensive 
treatment technologies, improved odour and noise control systems/mitigation, 
increased costs relating to planning applications/site selection, increased
planning restrictions imposed during the construction process and the 
automation of operational sites.   

− For infrastructure assets, the introduction of the Traffic Management Act 2004
increased restrictions by local authorities for working in highways, the increased 
costs of disposal for excavated materials (landfill tax) and increases in the cost of 
materials.   

• These increases have been offset by efficiency savings achieved due to significant 
improvements in construction efficiency and capital programme procurement 
methods.

• An asset life review, conducted by Chandler KBS, concluded that our asset lives were 
reasonable with the exception of five relatively small asset categories.  With the 
exception of these, all Annual Accounts, Regulatory Accounts, June Returns and 
Business Plans produced since AMP1 have been produced using the same asset 
lives.  
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C.3.1 Basis of Valuation

In undertaking the Modern Equivalent Asset (MEA) revaluation exercise for PR09 we have 
split our assets into four main groups, as follows:

• Our operational assets have been individually valued by Faithful+Gould (F&G) in 
order to produce a gross MEA for each asset. Where appropriate, these values 
have been increased by the value of work in progress, taken from the 2007/08 
Regulatory Accounts, so as to include the cost of part completed assets under 
construction as at 31

st
March 2008.   The Gross MEA of assets valued in this way 

amounts to £24,569m which is 96.6% of Southern Water’s total gross MEA of 
£25,434m;

• The land assets have not been priced on a site by site basis; the wide variation in 
the type and location of sites across our operating area means that a uniform 
average rate per area would be inappropriate for a site-by-site measure of land 
values. The existing land values have therefore been taken from the 2007/08 
Regulatory Accounts as we believe that this is the best approximation of an existing 
use value.   The total value of land thus included in the Final Business Plan
amounts to £147.4m.  This has been added to the total of the site MEA values and 
included in the Final Business Plan at an asset category level.   In any event, land is 
not depreciated and  is excluded from the site values before the CCD is calculated;

• Our office buildings, depots, laboratories and staff houses have been valued by 
multiplying the floor area of each building by the replacement cost values taken from 
the Building Cost Information Services (BCIS) indices; and

• The remaining assets have been included at their 2007/08 Regulatory Accounts 
values.  They include various investigations, surveys, drainage area plans, IT 
software and miscellaneous equipment, etc.

C.3.2 Operational Asset Revaluation Overview 

Our asset revaluation process for PR09 has been undertaken in line with Ofwat’s 
requirements as set out in RD 12/07: Revaluation of Assets for the 2009 Price Review. The 
revaluation is based on the current asset stock taken from SWS’s corporate databases, which 
includes all new assets added since privatisation, including upgrades or additions to existing 
assets. The main constituents for the revaluation are:

• Asset Types and Numbers;

• Asset Condition Grades;

• Asset Costs; and

• Confidence Grades.

The results have been included in the relevant tables.

C.3.3 Methodology

The revaluation of the assets was performed using a standard approach.  Existing asset data 
were used to establish the types and sizes of the various assets concerned.  The costs of 
modern equivalents were then established using our cost data and standard technical 
specifications.   These revised values were then applied to our actual assets.

C.3.3.1 Asset Inventory

Southern Water’s asset inventory details the numbers of assets, types, asset lives and also 
the asset condition grades. The asset numbers and size data were collated in accordance 
with Tables 1 and 2, Asset Size Bands, as contained in Part C3 Company Guidance 
Information Requirements. These data were sourced from  our corporate databases, namely:



Southern Water
Final Business Plan 2009
C.3 Asset Inventory

- 3 -

• Catalogue - site register by type/location;

• Ellipse - individual site asset data;

• AutoDesk Geographical System (ADGS GIS) - location of sewers and water mains; 
and

• Consents and Licences Management System (CALMS) - database containing all 
consents and licences).

The total number of assets has been included in Tables C3.1 and C3.3. All decommissioned 
assets have been excluded from this exercise.

Non-Infrastructure Assets

Southern Water (SWS) commissioned a programme of site surveys to assess asset condition 
grades. Prior to the site surveys, SWS engaged Turner & Townsend to review the number of 
site surveys to be undertaken to produce a satisfactory representative statistical sample. 
Turner & Townsend chose the ‘Stratified Sampling Method’ which entails the use of natural 
divisions of the asset listing such as:

• Asset type;

• Geographical location;

• Asset criticality; and

• Reactive maintenance.

From this assessment Turner & Townsend stated that a total of 487 surveys out of a sample 
population of 3,957 assets would be required to provide a minimum representative sample.  
On this basis, SWS undertook 963 surveys to improve the quality of the information. This 
represents approximately 25% of the total number of assets, which is the sample size that 
SWS has historically surveyed.

Overall, the use of this recognised sampling methodology allows for the Company to capture 
asset condition data that will enable it to justify future asset maintenance funding through 
asset deterioration modelling in line with the UKWIR Common Framework for Capital 
Maintenance. 

The site surveys were undertaken by W S Atkins covering the assets shown in Table 0.1.

Table 0.1 – Non-infrastructure assets surveyed

Service Asset Type Total Number Surveyed

Water Service Water Treatment Works 93

Pumping Stations 120

Sewerage Service Sewage Treatment Works 250

Sewage Pumping Stations 500

All surveys were undertaken in line with Ofwat requirements for asset condition grading. A 
sewage treatment works was classed as a single asset, so a single condition grade was 
applied to each asset in its entirety.

The asset condition grading is linked with the Capital Maintenance Planning Common 
Framework (CMPCF) approach through using this information for deterioration modelling. 
SWS engaged the services of Tynemarch to undertake the deterioration modelling, as 
described in more detail in Part B3 of this submission.
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Infrastructure Assets

The methodology for obtaining the asset condition grade for water mains and sewage 
pumping mains was based on UKWIR’s mains grading methodology. This methodology is 
based on pipe burst numbers over a five year period.

The following graphs represent the cumulative burst rates for both small and large diameter 
mains over a 5 year period. 
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Figure 0.1 – SWS Mains Burst Statistics
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The graphs of cumulative annual average bursts (y-axis) verses cumulative mains length (x-
axis) is presented in the format requested by the requirements and to allow Pareto and 
Percentile analyses to be made.   The graph provides a continuous view by length of the data 
as contained in the condition grading by value.  The profile produced is as expected.   

The sewer infrastructure assets were graded in accordance with the methodology outlined in 
Table 2 of Ofwat’s PR09 Business Plan C3 Company’s Requirements.

Ofwat Table C3.1a – Water Service Condition Grading

The methodology used to complete this table is as follows:-

• Replaced mains are taken to be a subset of all mains installed since 2003.   The 
proportion of these mains that are replacements is taken from the ratio of the last 
five years of replaced and new mains given in Table 11 of the June Return.  The 
spread of condition grades for these replaced mains is also assumed to be the 
same as the spread of condition grade for all mains installed since 2003.

• As the replaced mains are calculated from a proportion of all mains installed since 
2003, a confidence grade of A3 is given for lines 1, 2 and 4. 

C.3.3.2 Valuation

The valuation of the Asset Inventory has been based on the MEA solution using current costs. 
The solutions for all asset classes have been designed based on the current SWS standards. 
The overall approach was to produce generic designs for each class of asset to replace the
existing assets. 

Costs were developed for each individual named asset, based where possible on cost curves.
The cost curves were derived from SWS cost data and have been updated where appropriate 
to reflect any changes made since the Draft Business Plan. Any other costs that have been 
used are either from current supplier quotations, or current industry cost data from our cost 
consultant.

Water Services

Dams and Impounding Reservoirs

These have been priced by producing a base estimate by using record drawings to quantify 
the scope and current industry cost data.

Raw Water Aqueducts

Raw water aqueducts have been priced using SWS‘s underground asset cost data, used to 
prepare both the Cost Base and Final Business Plan submissions. This is on the premise that 
the modern equivalent construction would be pipelines.

Water Treatment Works

For the water treatment works asset groups, generic designs were produced by our designers
for a range of asset sizes. The generic designs are based on SWS’s current design 
standards. Cost models were then developed using the same cost data sources used for the 
Cost Base submission, plus the company specific on-costs used to price the Final Business 
Plan. The cost models were then used to price each asset in these groups.

Treated Water Storage

Generic designs were developed for a range of asset sizes and cost models were developed 
using the same cost data as the Cost Base submission. Different models were used to price 
smaller reservoirs as the construction methods are dependent on the size of the reservoir. 
Water towers have been priced using the same cost curves as service reservoirs plus an 
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addition for water booster pumping stations based on the premise that this is the modern 
equivalent design solution. As water towers are no longer constructed, a reservoir and a 
booster pumping station have been used as the modern equivalent.

Water Pumping Stations

Water pumping stations have been priced using the cost curves derived for the Cost Base 
and the Final Business Plan submissions based on SWS’s standard design criteria for 
pumping stations.   Our design standards have been reviewed by W S Atkins to ensure that 
they are in line with the best industry standards. 

Water Mains

Underground assets have been priced using the same cost data used for Cost Base 
submission plus on-costs. Actual lengths per pipe diameter have been used for pricing,
together with average pipeline depths.

Ancillaries

Meters have been priced based on current meter costs excluding boundary boxes.  
Communication pipes have been priced using the same data used for the Cost Base
submission, including boundary boxes.

Sewerage Services

Sewers

Underground assets have been priced using the same cost data used for Cost Base
submission, plus Company specific on-costs used to price the Final Business Plan. The 
actual lengths per pipe diameter have been used for the pricing together with average 
pipeline depths. These costs also include for manholes based on the actual number of 
manholes currently in service with SWS.

Sewer Structures

CSOs have been priced as small, medium and large assets for the three separate bandings
and typical costs have been developed for each size using the cost data used for Cost Base
submission. The large asset band has been further split due to the range of sizes within this 
band. The asset data for “other sewer structures” are not available therefore these have been 
priced using PR04 asset data and current cost equations for underground storage tanks 
(based on service reservoir equations). 

Sewage Pumping Stations

Sewage pumping stations have been priced using the cost curves derived for Cost Base and 
the Final Business Plan submission based on SWS’s standard design criteria for pumping 
stations. The pumps, wet well, buildings, MCC, cabling, pipework, and generator costs have 
been derived from SWS cost curves.

Sewage Treatment Works

For the sewage treatment works asset groups, generic designs were produced by our 
designers for a range of asset sizes. The generic designs are based on SWS’s current design 
standards. Cost models were then developed using the same cost data sources used for the 
Cost Base submission, plus the company specific on-costs used to price the Final Business 
Plan. The cost models were then used to price each asset in these groups.

Sites defined as aeration plants have been priced using the aeration cost equation, and those 
sites with biological treatment have been priced using the biological treatment cost equation. 
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Tertiary treatment has been priced as sand filters, UV and ferric dosing depending on the 
existing treatment processes at each site

Sea Outfalls

Long sea outfalls have been priced using Faithful+Gould cost data. Short sea outfalls have 
been priced using underground asset data uplifted for the additional costs associated with 
working in a tidal environment.

Sludge Treatment Facilities

For the sludge treatment facilities generic designs were produced for SWS, by Atkins, for a 
range of asset sizes. The generic designs are based on SWS’s current design standards. 
Cost models were then developed using the same cost data sources used for the Cost Base 
submission, plus the company specific on-costs used to price the Final Business Plan. The 
cost models were then used to price each asset in these groups. The cost data for sludge 
dryers were obtained from the existing SWS dryer installations.

Limitation of Valuation

SWS has aimed to provide as accurate a valuation of its assets as possible. The methodology 
used in order to value the assets has been based on a generic solution approach for each 
asset type, mainly for above ground assets. The generic solutions were based on SWS’s 
current design standards and processes. Whilst this approach does not exactly value the 
existing assets on each individual site, it does value the modern equivalent and we believe 
the approach provides a suitably accurate output. The accuracy of this methodology is 
reflected in the confidence grades applied below.

C.3.3.3 Land Values

As stated in the introduction above, the land values have been taken from the 2007/08 
Regulatory Accounts.   The value of the land associated with particular asset categories are 
shown in Table 0.2.

Table 0.2 – Land values from 2007/08 Regulatory Accounts

Tables C3.1/3

£m

Water Treatment Works 6.6

Service Reservoirs 2.5

Water Towers 0.1

Water Pumping Stations 2.5

Water M&G 4.0

Water Total 15.7

Sewage Pumping Stations 8.7

Sewage Treatment Works 87.1

Sludge Treatment Works 20.0

Wastewater M&G 15.9

Wastewater Total 131.7

Total 147.4
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C.3.3.4 Confidence Grades

The MEA Valuation exercise requires that the Confidence Grades for the Asset Stock 
Numbers and the Asset Condition % of Gross MEA are applied to each asset type. The 
Confidence Grades for each asset type have been included on Tables C3.1 and C3.3. The 
Confidence Grades applied have been established in accordance with June Return Reporting 
Requirements. 

The reasons for selecting the Confidence Grade assigned to each asset category are 
explained below:

Water Services

Dams and Impounding Reservoirs

Asset Stock - The Confidence Grade applied is A1 because the asset numbers are based on 
accurate asset data taken from corporate databases.

Asset Condition % - The Confidence applied is B4, which is between +/- 10%-25%. This 
reflects the Asset Stock grading together with the accuracy of the cost estimating and the 
extent of the condition grade sampling.

Raw Water Aqueducts

Asset Stock - The Confidence Grade applied is B3 as the asset stock numbers are based on 
asset data with some missing records, and an accuracy of between +/- 5%-10%.

Asset Condition % - The Confidence applied is B4, which is between +/- 10%-25%. This 
reflects the Asset Stock grading together with the accuracy of the cost estimating and the 
extent of condition grade sampling.

Water Treatment Works

Asset Stock - The Confidence Grade applied is A1 as the asset stock numbers are based on 
accurate asset data taken from corporate databases.

Asset Condition % - The Confidence applied is B4, which is between +/- 10%-25%. This 
reflects the Asset Stock grading together with the accuracy of the cost estimating and the 
extent of the condition grade sampling.

Water Storage

Asset Stock - The Confidence Grade applied is A1 as the asset stock numbers are based on 
accurate asset data taken from corporate databases.

Asset Condition % - The Confidence Grade applied is C4, which is between +/- 10%-25%.
This reflects the Asset Stock grading together with the accuracy of the cost estimating and the 
extent of the condition grade sampling.

Water Pumping Stations

Asset Stock - The Confidence Grade applied is A1 as the asset stock numbers are based on 
accurate asset data taken from corporate databases.

Asset Condition % - The Confidence Grade applied is B4/C4, which is between +/- 10%-25%.
This reflects the Asset Stock grading together with the accuracy of the cost estimating and the 
extent of the condition grade sampling.
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Water Mains

Asset Stock - The Confidence Grade applied is B2 as the asset stock numbers are based on 
asset data with some missing records, and an accuracy of between +/- 1% and 5%.

Asset Condition % - The Confidence Grade applied is B4, which is between +/- 10%-25%.
This reflects the Asset Stock grading together with the accuracy of the cost estimating and the 
extent of the condition grade sampling.

Ancillaries

Asset Stock - The Confidence Grade applied is B3, as the asset stock numbers are based on 
asset data with some missing records, and an accuracy of between +/- 5%-10%.

Asset Condition % - The Confidence Grade applied is C4, which is between +/- 10%-25%.
This reflects the Asset Stock grading together with the accuracy of the cost estimating and the 
extent of the condition grade sampling.

Management and General

Asset Stock – For offices, depots and computers the Confidence Grade applied is A1 as the 
asset stock numbers are based on accurate asset data taken from corporate databases.   For 
telemetry the Confidence Grade applied is B3 as the asset stock numbers are based on asset 
data with some missing records, and an accuracy of between +/- 5%-10%.

Asset Condition % - The Confidence Grade applied is B3, which is between +/- 5%-10%. This 
reflects the Asset Stock grading together with the accuracy of the cost estimating and the 
extent of the condition grade sampling.

Sewerage Services

Sewers

Asset Stock - The Confidence Grade applied is B3, as the asset stock numbers are based on 
asset data with some missing records, and an accuracy of between +/- 5%-10%.

Asset Condition % - The Confidence Grade applied is B4, which is between +/- 10%-25%.
This reflects the Asset Stock grading together with the accuracy of the cost estimating and the 
extent of the condition grade sampling.

Sewer Structures

Asset Stock - The Confidence Grade applied to CSOs is A2 as the asset numbers are based 
on accurate asset data taken from corporate databases. The Confidence Grade applied to 
Sewer Structures is C3 as the asset stock numbers are based on historical asset data that 
has not been fully verified with an accuracy of between +/- 5%-10%.

Asset Condition % - The Confidence Grade applied is C4, which is between +/- 10%-25%.
This reflects the Asset Stock grading together with the accuracy of the cost estimating and the
extent of the condition grade sampling.

Sewage Pumping Stations

Asset Stock – The Confidence Grade applied is A1, as the asset numbers are based on 
accurate asset data taken from corporate databases.

Asset Condition % - The Confidence Grade applied is B4, which is between +/- 10%-25%.
This reflects the Asset Stock grading together with the accuracy of the cost estimating and the 
extent of the condition grade sampling.
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Sewage Treatment Works

Asset Stock - The Confidence Grade applied is A1, as the asset numbers are based on 
accurate asset data taken from corporate databases.

Asset Condition % - The Confidence Grade applied is B4, which is between +/- 10%-25%.
This reflects the Asset Stock grading together with the accuracy of the cost estimating and the
extent of the condition grade sampling.

Sea Outfalls

Asset Stock - The Confidence Grade applied to Short Sea Outfalls is C3, as the asset stock 
numbers are based on historical asset data that have not been fully verified with an accuracy 
of between +/- 5%-10%. The Confidence Grade applied to Long Sea Outfalls is A1, as the 
asset stock numbers are based on accurate asset data taken from corporate databases.

Asset Condition % - The Confidence Grade applied is C5, which is between +/- 25%-50%.
This reflects the Asset Stock grading together with the accuracy of the cost estimating and the 
extent of the condition grade sampling.

Sludge Treatment Facilities

Asset Stock - The Confidence Grade applied is A1 as the asset stock numbers are based on 
accurate asset data taken from corporate databases.

Asset Condition % - The Confidence Grade applied is B4 for cake disposal and C4 for other 
disposal, which is between +/- 10%-25%. This reflects the Asset Stock grading together with 
the accuracy of the cost estimating and the extent of the condition grade sampling.

Management and General

Asset Stock – For offices, depots and computers the Confidence Grade applied is A1 as the 
asset stock numbers are based on accurate asset data taken from corporate databases.   For 
telemetry the Confidence Grade applied is B3 as the asset stock numbers are based on asset 
data with some missing records, and an accuracy of between +/- 5%-10%.

Asset Condition % - The Confidence applied is B3 which is between +/- 5%-10%. This reflects 
the Asset Stock grading together with the accuracy of the cost estimating and the extent of 
the condition grade sampling.

C.3.4 Analysis and Comparison

In this section we highlight the key results of the analysis and compare the MEA for PR09 
with previous submissions.

C.3.4.1 Asset Inventory – Condition and Expenditure

The changes in the proportion of value in each asset condition grade are shown on Tables 
3.2 and 3.4. These identify the Asset Condition percentages for 1997/98, 2002/03 and 
2007/08. The key changes by asset class are identified below:

Water Service

Water Resources

For dams and impounding reservoirs all assets in this group have been allocated to Grade 2. 
This is partly due to the application of a single condition grade for each site, and not a 
proportional approach as previously undertaken. Therefore there has been a reduction in 
Grade 3 of 40%. For raw water aqueducts, the proportion is the same as the 2002/03 figure.
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Since 2002/03 approximately £17m worth of capex (historic cost) has been spent on this 
group of assets.

Water Treatment Works

The breakdown for this group has been revised by OFWAT for PR09, therefore direct 
comparisons with the previous two submissions (PR99 and PR04) cannot be made. 
Notwithstanding this, we have no assets in condition Grade 5, and in Grade 4 have only low
percentages for W3 and W4 type treatment works.

Since 2002/03 approximately £58m worth of capex (historic cost) has been spent on this 
Group of assets.

Water Storage

The water storage valuation showed an overall increase in value over the AMP4 Period. The 
larger asset sub-group of service reservoirs has remained relatively static with a slight 
increase in the percentages in Grade 4 and Grade 5, (1.5% and 0.4% respectively). This 
reflects the low spend on these assets in recent years.   The water towers asset sub-group is 
also relatively unchanged since 2002/03.

Since 2002/03 approximately £5m worth of capex (historic cost) has been spent on this group 
of assets.

Pumping Stations

Within this group of assets the movements in the key Grade 4 and 5 grades have been 
restricted to minor percentage increases, especially in Grade 4. In the other grades there has
been an improvement in Grade 1 as a result of recent investment.

Since 2002/03 approximately £20m worth of capex (historic cost) has been spent on this 
group of assets.

Water Mains

Water mains have shown a significant improvement Grade 1 figures and reduction in Grade 2 
by a similar proportion. The remaining grades have shown some slight movements. The 
changes are a consequence of the methodology used in assessing the condition grades 
under the UKWIR requirements.

Since 2002/03 approximately £110m worth of capex (historic cost) has been spent on this 
group of assets.

Management & General

Offices and laboratories have shown a slight improvement in Grade 1 figures, with a 
corresponding reduction in Grade 3 and 4.

Since 2002/03 approximately £27m worth of capex (historic cost) has been spent on this 
group of assets.

Sewerage Service

Sewers

This group of assets shows mixed changes across the various asset condition grades. The 
critical sewers Grade 1 has decreased by 20.6%, whereas the non-critical sewers Grade 1
has slightly increased by 1.5%. Overall, the critical sewers have seen a decrease in condition 
grading. The non-critical sewers however have seen a slight improvement in condition 
grading.

Since 2002/03 approximately £91m worth of capex (historic cost) has been spent on this 
group of assets.



Southern Water
Final Business Plan 2009
C.3 Asset Inventory

- 12 -

Sewer Structures

The proportion of assets in each condition grade is unchanged from 2002/03.

Sewage Pumping Stations

The pumping stations have seen a significant reduction in the percentages of Grade 1 and 
Grade 2 assets since PR04, with a corresponding increase in Grade 3.

Since 2002/03 approximately £126m worth of capex (historic cost) has been spent on this 
group of assets.

Sewage Treatment Works

This asset group has seen a rise in the asset condition percentages in the condition grades 
Grade 4 and Grade 5 in all the asset sub-groups. Part of this movement is attributable to the 
allocation of a single site condition grade, as opposed to a site process grading as previously 
done. The allocation of 100% to Grade 5 for preliminary works relates to the Portobello site in 
Brighton which will be replaced as part of the Brighton UWWTD scheme.

Since 2002/03 approximately £292m worth of capex (historic cost) has been spent on this 
group of assets.

Sea Outfalls

The proportion of asset condition percentage grades for this group of assets has remained 
the same as the 2002-03 figures. 

Since 2002/03 approximately £3m worth of capex (historic cost) has been spent on this group 
of assets.

Sludge Treatment Facilities

The cake disposal asset condition proportions have deteriorated significantly for Grade 1.  
Grades 4 and 5 have seen a corresponding increase of 28.2% and 12.2% respectively. Part 
of this movement is attributable to the allocation of a single site condition grade, as opposed 
to a site process grading as previously done.

Since 2002/03 approximately £50m worth of capex (historic cost) has been spent on this 
group of assets.

Management & General

Offices and laboratories have shown a slight improvement in Grade 1 figures, with a 
corresponding reduction in Grade 3 and 4.

Since 2002/03 approximately £96m worth of capex (historic cost) has been spent on this 
group of assets.

The overall expenditure during the AMP4 period to date is as shown in Table 0.3.
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Table 0.3 – Southern Water Services June Return -Table 32 - Base Capital Expenditure by 
Asset Type

2003/04 2004/05 2005/06 2006/07 2007/08 Total

£m £m £m £m £m £m

Base Service 
Provision

Water Resource 
Facilities

2.014 1.425 2.309 7.711 3.519 16.978

Water Treatment 
Works

7.494 6.333 5.508 25.544 13.383 58.262

Water Distribution 
Mains

18.574 11.265 21.249 33.237 25.496 109.821

Service Reservoirs
and Water Towers

0.762 1.079 0.519 1.499 1.034 4.893

Water Pumping 
Stations

2.545 2.221 5.703 6.192 3.228 19.889

Water Man and Gen 4.580 3.854 5.379 5.825 7.485 27.123

Water Total 35.969 26.177 40.667 80.008 54.145 236.966

Sewerage 10.764 6.704 22.063 29.155 22.731 91.417

Sea Outfalls and 
Headworks

0.268 1.148 0.377 0.364 0.753  2.91

Sewage Treatment 
Works

36.026 25.587 61.825 97.008 71.792 292.238

Sludge Treatment 
Works

1.043 3.204 9.729 18.030 17.799 49.805

Sludge Disposal 0.063 0.169 0.918 0.354 0.194 1.698

In Line Pumping
Stations

6.313 4.602 12.025 21.902 12.971 57.813

Terminal Pumping 
Stations

11.207 8.242 15.610 15.578 17.543 68.180

Sewerage Man and 
Gen

14.752 9.106 20.887 23.697 27.096 95.538

Sewerage Total 80.436 58.762 143.434 206.088 170.879 659.599

Total Additions 
(Base)

116.405 84.939 184.101 286.096 225.024 896.565

The above table is historic cost during the financial year stated
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C.3.4.2 Changes in MEA Values

The overall gross MEA for all our operational assets as at 31
st

March 2008 and a comparison
against PR04 is presented in Table 0.4.

Table 0.4 – Gross MEA for all SWS operational assets

Service PRO4 (2003 Prices) PRO9 (Current Prices)

£m £m £m

Water Service 3,685 6,532

Sewerage Service 11,016 18,902

The last full re-valuation was undertaken ten years ago for PR99, as this was not an OFWAT
requirement for PR04. The PR04 MEAV was primarily an uplift using COPI from the PR99 
figures. The significant increase in the value of the assets following the revaluation is primarily 
due to construction price inflation over the past ten years, over which period both COPI and 
RPI have lagged well behind actual construction price increases. Other generic factors 
affecting the increase are:

• Changes in asset numbers;

• Changes in construction and design solutions;

• Increased site selection and planning costs

• Government/European Legislation; and

• Taxation.

Water Service 

The changes in asset numbers and values for the water service are summarised in Table 0.5.

Table 0.5 – Changes in asset numbers and values for the water service

PRO4 PRO9

WATER ASSETS
Units Assets Gross 

MEA £m
Assets Gross 

MEA £m

A Group 1 – Water Resources

1 Dams and impounding reservoirs nr 5 107 7 246

2 Raw water aqueducts Km 109 46 130 45

153 291

B Group 2 – Water Treatment Works

5 SD treatment works nr 24 19 16  12

6 W1 treatment works nr - - 1   1

7 W2 treatment works nr 23 63 16  60

8 W3 treatment works nr 4 20 20 175
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PRO4 PRO9

WATER ASSETS
Units Assets Gross 

MEA £m
Assets Gross 

MEA £m

9 W4 treatment works nr 51 402 49 438

102 504 102 686

C Group 3 – Water Storage

15 Service reservoirs nr 223 166 231 270

16 Water towers nr 16 6 10  5

239 171 241 275

D Group 4 – Pumping Stations

19 Intake pumping stations nr 17 26 17 35

20 Source pumping stations nr 272 195 263 207

21 Booster pumping stations nr 162 29 157 38

451 250 437 280

E Group 5 – Water Mains

24 Potable mains (up to 320mm nominal 
bore)

Km 13,395 2,106 12,315  2,768

25 Potable mains (>320mm nominal bore) Km - incl above 1,157 777

26 Other (nominal bore) Km - - 116  49

27 Ancillaries - customer 437 1260

Band 1 nr 165,000 incl above 194,791  56

Band 2 nr 184,941 incl above 218,333 incl above

Band 3 nr 528,232 incl above 623,606 incl above

Band 4 nr 51,422 incl above  57,463 incl above

Band 5 nr 211,361 incl above 348,935 incl above

2,543  4,910

F Group 6 – Management and General

28 Offices and laboratories m2 5,504 14 3,285 20

29 Depots and workshops m2 9,704 20 1,739  9

30 Vehicles 0  0

31 Telemetry systems nr 513 16 596 29

32 Computers nr 406 15 486 29

33 Other 0  3

65 90

Totals 3,685  6,532

The key drivers for change by, asset sub-group, are explained below:
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Dams and Impounding Reservoirs (PR04 - £107m / PR09 - £246m)

The significant change in cost is primarily due to the increase in the number of assets in this 
sub-group. This accounts for 40% of the value increase. The other significant factor affecting 
this sub-group is the cost of landfill tax and spoil disposal, which is directly associated with 
this type of construction solution. Other factors affecting the increase in values are general 
inflation and also the impact of planning costs over and above the usual level that we would 
expect.

Raw Water Aqueducts (PR04 - £46m / PR09 - £45m)

This item has reduced in value in real terms, despite the increase in the length of aqueducts. 
The pricing methodology used for PR09 is based on actual diameters of pipelines and takes 
into account the actual locations.

Water Treatment Works (PR04 - £504m / PR09 – £686m)

The majority of the increase is due to inflationary factors over the past five years. This 
equates to £131m out of a total increase of £182m. Water treatment works assets have seen
significant investment in new technologies to improve drinking water quality which is now 
reflected in the MEAV costs. This has resulted in some assets changing from one asset type 
to another.

Water Storage (PR04 - £171m / PR09 - £275m)

The change in value is due to a combination of the assets being previously undervalued, the
increase in the cost of landfill tax associated with spoil disposal and also the general 
inflationary impact. The number of assets in this sub-group has increased by two from 239.

Water Pumping Stations (PR04 - £250m / PR09 - £280m)

The number of pumping stations has reduced by 3%. Taking this into account, the increase in 
total asset value for this group of £30m is below the inflation impact of £65m showing the 
impact of capital efficiency gains obtained during this period. 

Water Mains (PR04 £2,543m / PR09 - £4,910m)

Key drivers for change include:

• Increase in the overall length of mains by 193km;

• Increase in the overall number of meters;

• Changes in pricing methodology; using exact mains diameters and location details;

• Increases in material costs;

• Traffic Management Act 2004 which increased restrictions by local authorities for 
working in highways; and

• Increased cost of disposal for excavated material (landfill tax).

Meters have been priced based on current meter costs and show a significant increase from 
the previous valuation. 

Similarly communication pipes show a significant increase. Some of the factors listed under 
water mains also apply to communication pipes.

Sewerage Service

The changes in asset numbers and values for the sewerage service are summarised in Table
0.6.
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Table 0.6 – Changes in asset numbers and values for the sewerage

PRO4 PRO9

SEWERAGE ASSETS
Units Assets Gross 

MEA £m
Assets Gross 

MEA £m

A Group 1 – Sewers

1 Critical sewers Km 6,542 2,377 6,632 5,106

2 Non-critical sewers Km 13,209 4,800 13,385 7,536

3 Sewage pumping mains Km 1,420 331 1,528  709

21,171 7,507 21,545 13,351

B Group 2 – Sewer Structures

4 Combined sewer & emergency 
overflows

nr 972 77 1,458  128

5 Other sewer structures nr 109 108 109  165

1,081 185 1,567 293

C Group 3 – Sewage Pumping Stations

8 Pumping Stations nr 2,130 804 2,248 1,006

2,130 804 2,248 1,006

D Group 4 – Sewage Treatment Works

10 Preliminary treatment only nr 4 21 1 20

11 Primary treatment only nr 10 4 7  4

12 Secondary treatment only nr 182 966 201 1,484

13 Tertiary treatment only nr 177 708 161 1,405

373 1,699 370 2,913

E Group 5 – Sea Outfalls

16 Short Outfalls nr 562 74 562  95

17 Long Outfalls nr 30 184 29  237

592 258 591  332

F Group 6 – Sludge Treatment 
Facilities

20 Liquid disposal nr 1 5 - -

21 Cake disposal nr 25 247 24 606

22 Compost disposal nr - - - -

23 Ash disposal nr - - - -

24 Other disposal nr 5 104 5 138

31 356 29 744
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PRO4 PRO9

SEWERAGE ASSETS
Units Assets Gross 

MEA £m
Assets Gross 

MEA £m

G Group 7 – Management and General

28 Offices and laboratories m2 22,018 54 13,138  80

29 Depots and workshops m2 7,255 80 6,958  37

30 Vehicles - - - -

31 Telemetry systems nr 2,331 12 2,310  20

32 Computers nr 1,624 61 1,944 115

33 Other 0  11

207  263

Totals 11,016 18,902

Sewers (PR04 - £7,507m / PR09 - £13,351m)

This asset group shows a significant increase since PR04, nearly doubling in asset value.

Key drivers for change include:

• Increase in the sewer length by 374km;

• Changes in the pricing methodology; using exact sewer diameters and location 
details;

• Increases in material costs;

• Traffic Management Act 2004 which increased restrictions by local authorities for 
working in highways; and

• Increased cost of disposal for excavated material (landfill tax).

Sewer Structures (PR04 - £185m / PR09 - £293m)

There has been a significant increase in the number of assets included within this sub-group. 
The PR09 total of 1567 assets represents a 45% increase compared with PR04. This is 
reflected in the total valuation. Other factors affecting the valuation include general inflation 
together with landfill tax and spoil disposal issues.  

Sewage Pumping Stations (PR04 - £804m / PR09 - £1,006m)

The overall number of pumping stations has increased by 118 (a 6% increase). Despite this, 
the increase in total asset value for this group of £202m is below the inflation impact of £209m 
showing the impact of capital efficiency gains obtained during this period. 

Sewage Treatment Works (PR04 - £1,699m / PR09 - £2,913m)

The increase in value has been significant since PR04. Setting aside general construction
price inflation, which accounts for more than a third of the increase, the following items make 
up a great part of the remainder of changes:

• Modern design solutions, including site automation to reduce opex;

• Tighter consent standards;

• Increased costs relating to planning applications/site selection;

• Planning restrictions imposed during the construction process; 
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• Odour and noise mitigation issues; and

• EU Directives:
- Urban Waste Water Treatment Directive (UWWTD);
- Bathing Water Directive;
- Shellfish Directives;
- Habitats Directive; and

- Dangerous Substances.

The key EU Directives have come into effect since 1998 when the last full re-valuation was 
undertaken. The current SWS design standards reflect these changes, and therefore the 
valuation is based on these. Overall the number of assets in this group has reduced by three.

Sea Outfalls (PR04 - £258m / PR09 - £332m)

The numbers of assets in this group have reduced by one since PR04. The values have only 
marginally increased over and above general construction inflation. This is due to the
methodology used in PR09 for estimating the values of these assets where specific 
allowances were included for holding down and securing the outfalls, along with the impact of 
more stringent health & safety requirements for the construction of sea outfalls.

Sludge Treatment Facilities (PR04 - £356m / PR09 - £744m)

Since PR04 there has been a reduction in the number of sludge treatment centres.   However 
the overall value has increased above general construction inflation. Similar to the issues for 
the sewage treatment works, there have been changes to consents and directives since the 
last detailed re-valuation exercise was undertaken in 1998. The current SWS design 
standards, which this valuation exercise used to determine the asset values, reflect these 
changes

C.3.4.3 Comparison with OFWAT Indicative Values

Other Sewer Structures

This asset category includes the Brighton Stormwater Tunnel which has an asset value of 
£85m. The total of the remaining assets in this category amounts to £80m, which is less 
than the OFWAT indicative value. 

Secondary Treatment Works

The total valuation of this asset category has decreased from £2,045m in the Draft Business 
Plan to a current value of £1,484m.   The two major items which have caused this reduction 
are the transfer of four works to tertiary treatment (£183m) and the re-evaluation of the design 
specification for band 1 and 2 works (£395m).  

Despite this reduction the current valuation remains above the OFWAT indicative value.  We 
believe that this is due to the following factors:-

• The high number of bathing beaches in our area and the consequent impact on 
consent standards.

• The proportionately high number of rivers with low flows in our area which again 
impact on the consent standards for the receiving waters.

• The high costs of obtaining planning consents in the South East, and the restrictions 
that are placed on the construction process.   These costs include site selection 
involving extensive local government and public consultation, planning enquiries, 
restrictions imposed during construction (noise and vehicle movements), operating 
restrictions imposed on works (noise, odour and vehicle movements).   The high 
cost of the above items is based on our recent experience of obtaining planning 
consent for new sewerage plant schemes.   
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We note that a high level model was used by OFWAT to derive the indicative costs.   We 
believe that this casts doubt on whether the above factors have been fully reflected in the 
indicative costs derived.

Terminal Pumping Stations

The total value of this category is broadly unchanged from the Draft Business Plan.   We 
believe that it remains above the OFWAT indicative value as the planning and operational 
issues which apply at large pumping stations are similar to those relating to treatment works.

C.3.5 Systems
SWS holds its asset information in three main repositories:

Catalogue
This database holds a basic record of all the Site Units within SWS and groups them by both 
Site Unit Groups (e.g. catchments, overflow groups) and Organisational Groups (e.g. process 
team areas). The database provides a basic referencing system (Site Unit Number) and 
naming convention (Site Unit Title) which is used throughout SWS’s other asset related 
databases.

Ellipse
This database holds basic information relating the above ground assets for all operational 
sites for both M&E and Civil structures. Details of assets are stored in a hierarchy at both 
equipment and component level. Static asset information is recorded against the asset 
nameplate (e.g. make, model serial number, date installed etc). New assets are directly 
recorded in the system by service providers contracted to SWS to install equipment and 
construct extensions to the assets. In addition updated data is collected during routine 
operational activities via handheld devices (e.g. Asset Revisions, creations and deletions). 

Planned maintenance jobs are set up in Ellipse by a service provider as Maintenance 
Scheduled Tasks (MSTs) as defined by the Maintenance Evaluation Table (MET) held in the 
Maintenance Task Manual (MTM).  Reactive tasks are created in Ellipse and dispatched via 
the Regional Control Centre (RCC) as a result of telemetry alarms or incidents reported by 
operational staff, members of the public and others. A record of work carried out on the asset 
base for both above and below ground assets is recorded in Ellipse.

AutoDesk Geographical System (ADGS GIS)
The below ground assets are stored in the GIS system as a series of nodes (points) and links 
(lines and polylines) which represent SWS’s water and wastewater network. The data relates 
to both the water and wastewater networks and the system holds the records to Standing 
Technical Committee 25 1974 (STC25) standards. The assets have basic node/link/node 
connectivity to enable tracing and modelling to take place. New assets are added to the 
database by an outsourced service provider based on data supplied from record drawings, 
requisitions etc linked to Manual of Sewerage form 423 (MOS423). In addition updated data is 
collected during routine operational activities via mobile GIS units (MGIS).

As with above ground assets all Planned and Reactive tasks are recorded in Ellipse but can 
be displayed in both MGIS and desktop mapping systems for analysis based on coordinates 
entered.

Other Applications
In addition to the three main databases SWS operates a series of specialist applications to 
record information relating to asset operational activity and performance. These applications 
include Pollution Incident Reporting Form (PIRF), Sewerage Incident Reporting Form (SIRF), 
Customer Service Management System (CSMS), Consents and Licensing Management 
System (CALMs), CCTV database (INFONET), Trade Effluent Database (TEDDI), Work 
Scheduling System (WSS) etc.
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Most of the systems above can be linked either using a unique reference (e.g. GIS Asset ID, 
Site Unit Number, Ellipse Work order etc) or via use of geocoding and display of the data on a 
desktop mapping system like MapInfo. Display of asset information particularly in relation to 
network data is used to analyse for clusters and hotspots and enable risk profiling to be 
carried out. This type of analysis is now being developed further via the Area Asset Plan 
process which extracts data from a range of systems and displays it in a geographical format 
with a scoring system applied to both water District Meter Area (DMA) and wastewater Local 
Area Catchment (LAC).

Future Strategy

SWS’s databases adhere to all statutory requirements including the Condition L of the 
Instrument of Appointment and the undertakings given by the Company to the Secretary of 
State and Ofwat.  

SWS operates several corporate databases relating to asset management and planning.  
These databases are updated on a continuous basis by the asset management team.  The 
updates are based on new or revised information from site surveys, new assets and updating 
of existing assets. These updates are undertaken in line with SWS’s statutory obligations.

However, whilst it is possible to carry out analysis of the asset base using the current suite of 
applications, the data is not totally integrated (e.g. underground assets held in GIS but work 
orders held in ellipse). Better integration of the asset databases is planned between 2010 -
2015 via a project to create a single Asset Repository and link it to the Back Office financial 
systems etc.  

The linkage of the performance of the assets and service to its customers is primarily via 
desktop GIS systems such as MapInfo. This is done by laying the various databases together 
on a map. There are linkages within the databases (for example linking blockages in the 
sewer flooding database to the Asset ID in the GIS database). Better integration of the asset 
databases is planned between 2010 - 2015 via a project to create a single Asset Repository 
linked to the Back Office systems, etc. These improvements will include having all the Water 
Safety Plans on the GIS system. 

C.3.6 Financial 

C.3.6.1 Total Gross MEA

The total Gross MEA amounts to £25,434m, which compares to our Regulatory Accounts 
figure of £18,718m.  The main variation relates to our infrastructure assets, as can be seen in 
Table 0.7.

Table 0.7 – Variation in gross MEA of assets

JR08 Table 25 
– 2007/08

PR09 - FBP Variation

£m £m £m

Depreciable – Water 1,412 1,387 -25

Depreciable – Wastewater 4,554 4,926 372

Depreciable - Total 5,966 6,313 347

Infra – Water 3,174 5,145 1,971

Infra - Wastewater 9,578 13,976 4,398

Infra – Total 12,752 19,121 6,369

Total 18,718 25,434 6,716
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The major movements in the Gross MEA for depreciable assets, as shown on Tables B7.13 
and B7.14, are summarised in Table 0.8.

Table 0.8 – Variation in gross MEA of depreciable assets

JR08 Table 25 
– 2007/08

Variations in 
Unit Costs

Impact of RPI 
in Reg A/c

PR09 - FBP

£m £m £m £m

Water Treatment Works 733 -89 42 686

Water Storage 203 58 14 275

Water Pumping Stations 304 -45 21 280

Water Ancillaries 78 -26 4 56

Water M&G 94 -4 0 90

Water Total 1,412 -106 81 1,387

Sewage Pumping Stations 1,067 -128 67 1,006

Sewage Treatment Works 2,553 218 142 2,913

Sludge Treatment Works 653 61 30 744

Wastewater M&G 281 -18 0 263

Wastewater Total 4,554 133 239 4,926

Total 5,966 27 320 6,313

The movement in the Gross MEA of depreciable assets of £347m is due to three main 
reasons:

• The use of RPI rather than COPI in the regulatory Accounts which has understated 
the impact of construction price inflation;

• The introduction of enhanced and more extensive treatment technologies, improved 
odour and noise control systems/mitigation, increased costs relating to planning 
applications/site selection, increased planning restrictions imposed during the 
construction process and the automation of operational sites;

• Cost reductions due to efficiency gains realised.  

First, and most significantly, since PR04 the Regulatory Accounts have been inflated on an 
annual basis by RPI, leading to a cumulative increase of 18% since 2003.   However, the 
COPI index, which reflects increases in constructions cost, has risen by 26% during this 
period.   Consequently, we believe that the Regulatory Accounts have “under-inflated” the 31

st

March 2003 Gross MEA by some 8% during the past five years.   This amounts to £320m out 
of the total increase in Gross MEA of £347m and is shown in the “other” column in Tables 
B7.13 and B7.14.

Our PR09 MEAV values are based on our current construction costs, calculated as per the 
OFWAT guidance.   The process used is described in paragraph C.3.3.2 of this commentary.   
COPI has therefore played no part in the calculation of these valuations. The issue relating 
to COPI and RPI relates solely to the difference between our Regulatory Accounts Gross 
MEA as at 31

st
March 2008 and our revalued PR09 GMEA.
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The Regulatory Accounts Gross MEA as at 31
st

March 2008 is based on the last asset 
revaluation, inflated by RPI, plus capital expenditure since then.  Our view is that this has 
understated the Gross MEA in the Regulatory Accounts as construction costs will have risen 
by COPI rather than RPI.   We therefore believe that it would have been more appropriate to 
use COPI as the inflation index in the Regulatory Accounts rather than RPI.    

We have not increased our MEAV on the basis that we have preferred an alternative inflation 
index, but have merely used the difference between COPI and RPI to explain part of the 
variation in our asset values between PR09 and the 2007/08 Regulatory Accounts, for the 
purposes of completing tables B7.13 and B7.14.

Second, as discussed in the asset costing section above, asset values have been increased 
by factors such as the introduction of enhanced and more extensive treatment technologies, 
improved odour and noise control systems/mitigation, increased costs relating to planning 
applications/site selection, increased planning restrictions imposed during the construction
process and the automation of operational sites.  

Third, the above cost increases have been offset by efficiency savings.    In recent years we 
have successfully obtained lower overall capital expenditure costs in real terms due to 
significant improvements in construction efficiency and capital programme procurement 
methods.   

The net impact of these last two reasons is only £27m (0.45%).  This demonstrates that the 
numerous factors that have increased our cost levels in recent years have been virtually 
matched by the increased levels of capital efficiency obtained. The main area of cost 
increase relates to Sewage Treatment and Sludge Works which is where the main areas of 
additional costs reside; tighter consents, odour issues, EU Directives, site selection and 
general planning expenditure.   Virtually all the other categories of depreciable assets show a 
cost reduction which demonstrates our success in achieving efficiency savings.    

The major movements in the Gross MEA for infrastructure assets, as shown on Tables B7.13 
and B7.14, are summarised in Table 0.9.

Table 0.9 – Variation in gross MEA of infrastructure assets

JR08 Table 25 
– 2007/08

Variations in 
Unit Costs

Impact of 
RPI in Reg 

A/c

PR09 -
FBP

£m £m £m £m

Water Resources 153 125 13 291

Water Mains 3,021 1,624 209 4,854

Water Total 3,174 1,749 222 5,145

Sewers 9,070 3,653 628 13,351

Sewer Structures 201 76 16 293

Sea Outfalls 307 3 22 332

Wastewater Total 9,578 3,732 666 13,976

Total 12,752 5,481 888 19,121

The variation in the Gross MEA of infrastructure assets of £6,369m is due to three main 
reasons.



Southern Water
Final Business Plan 2009
C.3 Asset Inventory

- 24 -

• The use of RPI rather than COPI in the regulatory Accounts which has understated 
the impact of construction price inflation;

• The introduction of the Traffic Management Act 2004, increased restrictions by local 
authorities for working in highways, the increased cost of disposal for excavated 
materials (landfill tax) and increases in the cost of materials; and

• Cost reductions due to efficiency gains realised.  

First, the issue described above regarding the use of RPI rather than COPI in the Regulatory 
Accounts also applies here.  The impact on infrastructure assets amounts to £888m and is 
shown in the “other” column in Tables B7.13 and B7.14.

Second, as discussed in the sections on the asset costing above, asset values have 
increased during the past ten years due to factors such as the introduction of the Traffic 
Management Act 2004 which increased restrictions by local authorities for working in 
highways through the introduction of permits to work.   There have also been significant 
increases in the disposal costs for excavated materials (landfill tax) and the cost of new 
materials.  

Finally, the above cost increases have been offset by efficiency savings.    In recent years we 
have successfully obtained lower overall capital costs in real terms due to significant 
improvements in construction efficiency and capital programme procurement methods.  

The detailed reasons for the both the depreciable and infrastructure variations shown above 
are discussed in Part C.3.4 of this commentary.

C.3.6.2 Impact on Annual Current Cost Depreciation (CCD)

We have modelled the impact on CCD of modifying the Gross MEA values contained within 
the 2007/08 Regulatory Accounts to reflect the revised PR09 values.    This exercise has 
been undertaken for each asset category within each service and results in an increase in 
annual CCD of £6m at 2007/08 prices. This increased level of CCD has been applied to 
Tables B7.3 and B7.5 from 2008/09 onwards.            

Our financial projections of CCD on assets existing as at 31
st

March 2008 shows that, prior to 
the inclusion of the PR09 revaluations, the forecast 2008/09 CCD of £188m would decline to 
£151m by 2014/15 and £126m by 2019/20. After revising the calculations to include the 
impact of the PR09 revaluations, the revised 2008/09 CCD of £194m is projected to fall to 
£156m by 2014/15 and £131m by 2019/20. The projected increase in annual CCD arising 
from the PR09 Gross MEA valuations of £6m per annum as at 2008/09 therefore marginally 
falls to £5m per year for 2014/15 and 2019/20.

The drivers for the change in annual CCD are detailed in the section C.3.6.1 Total Gross MEA 
above.

The methodology used to produce these projections is described in the commentary to Tables
B7.3 and B7.5.

C.3.6.3 Net MEA

As with a number of other larger companies, we do not have an asset register which shows 
the remaining lives of our assets on an asset by asset basis.   A significant proportion of our 
1997/98 asset base was inherited from our predecessor authorities at nil cost.   We do not 
therefore have details of these assets in our historic asset register. 

Consequently, the existing SWS historic accounting system for fixed assets is made up of a 
listing of individual capital schemes since 1974/75, which are not allocated to individual sites.  
Although each scheme relates to one asset category (wastewater treatment works, service 
reservoirs, etc), many of the schemes relate to more than one site within its particular 
category.   As the register does not identify the site or sites relating to each scheme, it is not 
possible to identify either the gross or net book value of each site or location.    The schemes 
also do not identify the section of the site to which the expenditure relates, e.g. inlet works, 
primary tanks, etc.   
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We are therefore only able to obtain an analysis of the annual capital expenditure and 
depreciation, together with the to-date gross and net book value, by grouping the schemes 
according to their asset category, e.g. water supply works, service reservoirs, etc.   This 
provides an accurate summary of, for example, water supply works in total, but does not 
provide information on a site-by-site basis.      

Due to this, the current cost accounts system is maintained at the level of each asset 
category and does not hold information on a site-by-site basis.   We do not, therefore, hold a 
gross or net book value of each site in our current CCA records. 

Consequently, we are unable to identify where the PR09 asset revaluation exercise has 
produced a change in the value of our assets on a site-by-site basis.   We are only able to do 
this at an asset category level.

For those asset categories where we have produced a PR09 Gross MEA valuation we have, 
therefore, revised the total Net MEA of that asset category in proportion to the change in the 
Gross MEA arising from the valuation. 

For those assets where the Gross MEA has been taken from the 2007/08 Regulatory 
Accounts, we have also taken the Net MEA from this source.  

The drivers for the change in Net MEA are detailed in the section C.3.6.1 Total Gross MEA 
above.

The major movements in the Net MEA for depreciable assets, as shown on Tables B7.13 and 
B7.14, are summarised in Table 0.10.

Table 0.10 – Variation in net MEA of depreciable assets

JR08 Table 25 
– 2007/08

Variations in 
Unit Costs

Impact of RPI 
in Reg A/c

PR09 - FBP

£m £m £m £m

Water Treatment Works 348 -46 20 322

Water Storage 95 27 7 129

Water Pumping Stations 134 -22 9 121

Water Ancillaries 29 -8 1 22

Water M&G 42 -2 0 40

Water Total 648 -51 37 634

Sewage Pumping Stations 413 -46 26 393

Sewage Treatment Works 1,524 90 85 1,699

Sludge Treatment Works 389 27 18 434

Wastewater M&G 114 -10 0 104

Wastewater Total 2,440 61 129 2,630

Total 3,088 10 166 3,264

C.3.6.4 Asset Lives

As part of PR09 we engaged ChandlerKBS to undertake a thorough review of our asset lives 
and our equated life methodology.  In order to verify our asset lives ChandlerKBS obtained 
and reviewed information from the following sources:

• Manufacturers of equipment;
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• Suppliers of equipment;

• SWS technical design standards; and

• Benchmarking of lives against other UK water companies.

The conclusions of this review showed that our asset lives were reasonable with the 
exception of the five listed in Table 0.11, where changes were recommended.

Table 0.11 – Variation in gross MEA of infrastructure assets

Previous Life Revised Life ‘2007/08 CCD 
Impact

£m

Office Equipment 4 7 -0.5

Data and Voice IT systems 7 5 1.2

Customer Meters 7 10 -1.9

Source/System Meters 40 20 0.5

Misc Equipment 4 5 0.0

Total -0.7

These recommendations were accepted and the asset lives were amended in both the 
2007/08 historic and current cost accounts.   These revised asset lives have also been used 
in the preparation of the PR09 Final Business Plan.   The ongoing projections for both historic 
and current cost depreciation have therefore been produced using these revised asset lives. 

ChandlerKBS were also asked to review our 30 year equated asset life.    When undertaking 
this exercise, ChandlerKBS reviewed £206m of capital expenditure that had been allocated to 
asset categories which have the 30 year equated life assigned to them.   This expenditure 
was broken down into the constituent parts (buildings, civils, pumps, telemetry, 
instrumentation, computers, etc) and an asset life, confirmed by ChandlerKBS, was applied to 
each item.   This allowed a “built up” depreciation charge to be derived, which was used to 
calculate a revised equated life for each category of asset.   The results obtained were as 
follows:

• Water Supply Boosters – 29 years;

• Water Supply Works – 26 years;

• Sewerage Pumping Plant – 29 years;

• Sewerage Treatment Works - 30 years; and

• Sludge Works – 29 years.

As the results of this exercise were not significantly different from our existing equated life of 
30 years, we decided to continue with the current equated life.   This will ensure consistency 
as the major elements of our asset value will have been depreciated by the same asset life 
since AMP1.    

With the exception of the five asset categories listed above, all Annual Accounts, Regulatory 
Accounts, June Returns and Business Plans produced since AMP1 will therefore have been 
produced using the same asset lives.        

A copy of the ChandlerKBS report has been provided to our Reporter.




