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We supply fresh, quality drinking water to almost
2.4 million customers and treat and recycle
wastewater from nearly 4.5 million customers
across Sussex, Kent, Hampshire and the Isle of
Wight. At 31 March, 2014, we employed more than
2,000 staff, including apprentices, graduate
trainees and about 500 people in our two
Sussex-based call centres. Additionally, we
indirectly supported several thousands of jobs
through our capital investment programme.

Who owns SouthernWater?

The ultimate parent company of Southern Water
Services is Greensands Holdings. The main
shareholders of Greensands Holdings are
infrastructure funds and pension companies.

These are represented on the Board of Southern
Water Services by non-executive directors from
UBS Global Asset Management and JP Morgan
Asset Management, based in the UK.

What profit did SouthernWater
make in 2013–14?

Southern Water’s profit after tax was £169.8 million
in 2013–14 (£156.9 million in 2012–13). The increase
in profit is due to a tax credit of £30.3 million
(explained below) which is a result of a change
in future tax rates. This has been implemented
by the Government and applies to all companies.

Our profit before tax was £139.5 million
(£179.1 milion in 2013–14), a reduction of
£39.6 million mainly driven by an exceptional
sum of £18.8 million (explained below) and an
increase in depreciation of £21.5 million.

Why is the tax charge a credit of
£30.3 million?

A tax credit has been made to the profit and
loss account of £30.3 million. This differs from
the charge that may be expected of £32.1 million,
based on the profit before tax of £139.5 million
and the current period tax rate of 23 per cent.
This is primarily a result of the announcement
of the reduction in the rate of corporation tax
from 23 per cent to 21 per cent with effect from
1 April 2014, and to 20 per cent from 1 April 2015.

What is the £18.8 million exceptional
item in the accounts?

Between December and February, the South East
received more than 260 per cent of historical

average rainfall and recorded unprecedented
levels of groundwater. This impacted severely
on many of our customers, who experienced
extensive flooding. We would like to thank those
customers for their understanding during such
a difficult time when the sewer network was
inundated with millions of litres of water it was
not designed to deal with. Utilising pumps and
tankers, we worked hard to keep the sewers
flowing for the vast majority of customers.

The £18.8 million costs associated with this have
been recorded as an exceptional item.

Our work formed part of a multi-agency response
with local authorities and the Environment
Agency, which are responsible for managing river,
surface water and groundwater flooding.

What is the average customer bill?

The average bill for customers receiving both
water and wastewater services from Southern
Water in 2014–15 is £437.

How did SouthernWater invest
customers’ money in 2013–14?

The company is investing £1.8 billion across
the region during 2010–15. The investment is
equivalent to almost £1,000 for each property
in the region.

During the 2013–14 financial year, £415.5 million
was invested to deliver new and improved water
supply and wastewater treatment services.

Highlights included the official opening of our
£300 million Cleaner Seas for Sussex wastewater
scheme – one of our largest investment projects
to date.

We also:

• Achieved the longest period in our history
– 417 days – without a reportable injury to a
member of our staff. This is believed to be
a first for the water industry. For the 15th
consecutive year, we achieved the Royal
Society for the Prevention of Accidents gold
level award and were recognised with an
Order of Distinction – the first water company
to receive such an accolade.

• Continued to deliver one of the lowest levels of
leakage per property of water and wastewater
companies, beating the target set by Ofwat by
four million litres of water each day.

• Saw a 21 per cent improvement in our Service
Incentive Mechanism (SIM) score, the measure



used by our economic regulator Ofwat to track
customer service in the water industry.

• Submitted our five-year Business Plan for
2015–20 to Ofwat. The plan is based on the
six priorities customers say are most
important to them.

• Published our 25-year Water Resources
Management Plan, which sets out how we
plan to secure drinking water for homes and
businesses across the South East.

What did your Chief Executive Officer
earn in 2013–14?

Our Chief Executive Officer, Matthew Wright,
received total emoluments of £624,600, including
a basic salary of £348,500, a performance bonus
of £233,300, car allowance, health cover and
pension supplement. All these payments were
determined by an independent remuneration
committee.

What payments did the directors
receive?

The company has two executive directors, an
independent non-executive chairman and five
non-executive directors. The total amount paid
to the group of directors was £1.549 million.
This figure includes the total emoluments paid to
Chief Executive Officer Matthew Wright,
the highest paid director, of £624,600.

Did the shareholders take a dividend?

No. Our shareholders are committed to the
company for the long term and they are
demonstrating their continued support for the
business by not taking any ordinary dividend
payments out of the Southern Water/Greensands
group of companies.

But SouthernWater’s accounts
for 2013–14 show a dividend
of £43.8million being paid?

You will see a ‘dividend’ payment of a similar
amount each year. This dividend is paid out of
our accounts to a group company, Southern
Water Services Group, and is immediately paid
back into Southern Water Services as interest on a
£812.3 million loan. As a result, the money remains
with Southern Water Services.
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What about tax?

Utility companies, and in particular water
companies, invest significant amounts in
maintaining and improving infrastructure, and this
capital expenditure is taken into account when
calculating the tax payments, in a formula
prescribed by Her Majesty’s Revenue and
Customs.

Southern Water is investing £1.8 billion in a major
capital improvement programme from 2010 to
2015 – equivalent to spending nearly £1,000 for
every property in the Southern Water region over
the five-year period.

For example, in the 2013–14 financial year we
spent £415.5 million on capital improvements,
which provided a significant boost to the local
economy and considerable employment. That is
why our tax payments are lower than might be
expected. In addition, we borrow large sums to
finance this investment and the interest on these
loans is paid out of the profits of the company
before tax payments are calculated.

Conclusion from CEOMatthewWright

We achieved some good results during the
year, improving our performance and delivering
better services to customers, despite experiencing
challenges caused by the wettest winter on
record.

We will continue to build on this through our
Business Plan for 2015–20. The plan was
developed from the most extensive programme
of customer engagement and research we have
ever undertaken. More than 27,000 customers
and nearly 450 community representatives took
the time to take part in consultations as we
planned our services for the next five years.
Without their views, we would not have been able
to identify the priorities which are most important
to our customers and develop the 26 promises
we are confident will deliver continuous
improvement in the years to come.

https://annualreport.southernwater.co.uk/

