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Since then, following rigorous challenge of our plans and
costings, Ofwat has set price limits for the next five years,
along with a detailed package of targets.

In the wider environment, the financial crisis, triggered
by the collapse of large financial institutions, has led
to a global economic recession which significantly impacts
upon all businesses and households.

We are not immune to the effects of the recession and
we are acutely aware that it is vital to demonstrate that
the services we provide represent value for money as our
customers face tighter household budgets.

The past three years have seen major water policy
developments including three significant reviews – Pitt,
Cave and Walker – which could bring dramatic changes
to our business.

In addition, the Floods and Water Management Act
passed into law in 2010, bringing some much needed
clarity to responsibilities for flooding as well as a
number of important other measures, such as allowing for
‘social’ water tariffs.

The Government has announced that it will proceed
with the adoption of private sewers by water companies
in October 2011 and there is also a review of the
regulation of the industry. Ofwat is itself carrying out
an extensive review of the way it regulates the sector
to ensure it can address the future challenges of
climate change, population growth and tighter
environmental standards.

Against this changing backdrop, it is appropriate that
we should now update our Strategic Direction Statement
and set out the progress that we intend to make towards
our long-term goals over the next five years.

This update is not a full restatement of the 2007
document, but, after reviewing the many developments
since then, we now report how some of our plans have
been reshaped to ensure that we have the right strategy
in place to deliver our promises to customers.
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In December 2007, we published our first Strategic Direction Statement, setting out how we proposed to
meet the challenges facing the industry over the next 25 years and deliver improved services to our four
million customers. It provided a key reference point as we put together our 2010-15 Business Plan for
our regulator, Ofwat.
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Most of the water we supply comes from natural
underground aquifers, with the rest coming from rivers
and reservoirs. The ‘raw’ water is purified at our 94 water
treatment works before flowing through 13,000km of
water mains. The network, incorporating 239 service
reservoirs, runs the length and breadth of our region.

We recycle wastewater from homes and businesses
via a network of sewers some 21,000km in length.
The wastewater is carried through the sewers by gravity
and via a series of pumping stations. It flows into a total
of 371 wastewater treatment works, where it is cleaned

and treated to European standards monitored by the
Environment Agency. Only then can it be safely released
into rivers and the sea.

Our services are provided by about 1,700 staff who
play a vital role in driving forward performance and
our investment in training reflects this.

The cost of maintaining the extensive infrastructure that
serves the region, a diverse range of rural areas and urban
centres, is a significant proportion of customers’ bills.
This means that we must carefully prioritise which areas
of service we target for improvements.

Southern Water supplies water and wastewater services to more than four million consumers in Kent,
Sussex, Hampshire and the Isle of Wight. Our services run 24 hours-a-day, 365 days-a-year and, last year,
we supplied an average 560 million litres of water and treated 780 million litres of wastewater per day.

Introduction – What we do

Our work in the community
We have introduced and continue to operate projects
which deliver sustained benefits to communities
across the South East.

Moving community support schemes from the
periphery to the centre of our business not only
shows that at grass roots level we take seriously
our responsibility and desire to give something back
to the communities we serve, it also helps us to
shape customers’ perceptions about water and the
challenges we face.

These projects, such as a scheme to help children
to swim and another which creates water-efficient
floral displays in towns and villages, also send out
a strong message to our staff, many of whom work

voluntarily to support them and all of whom are
entitled to two days’ paid leave a year to assist their
local communities in a project of their choice.

Since 2007, our Learn to Swim scheme has
given a further 100,000 children a life-saving gift
– a total of 600,000 since the scheme was introduced
in 1992, and our Blooming Schools project has
helped to create more than 400 school gardens.

During that time we have also raised more than
£700,000 for eight charities chosen by staff and
our community projects have won regional and
national awards – demonstrating that we are a
company which places support for the communities
we serve at the very heart of our business.
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Pitt Review – June 2008
Since we published our Strategic Direction Statement,
the Pitt Review has considered the floods of 2007.
It incorporated recommendations which have direct
consequences for water companies. These include:
(i) The removal of the automatic right to connect

surface water (rainwater) drainage of new
developments to the sewerage system

(ii) A call for Ofwat, in its 2010-15 and subsequent
price reviews, to give increased priority to water
companies’ investments in the sewerage network
to counter increasing flood risks.

The review’s recommendations have since been embodied
in the Flood and Water Management Act of April 2010.
There have always been concerns over river floods but,
with the more frequent severe storms which come with
climate change, that Act now elevates the importance of
properly managing surface water flooding. It calls for local
authorities to create surface water management plans after
properly consulting water companies with the intention
of creating a sustainable approach to managing surface
water instead of relying exclusively on engineering
solutions. We fully endorse this ambition and are working
closely with local authorities in the development of their
surface water management plans.

Cave Review – April 2009
Unlike other utilities, there is little competition in the
water industry. The Cave Review examined ways of
increasing competition and innovation in the water
industry to encourage the more efficient use of water
resources, better service and lower prices.
Cave’s key recommendations were:
(i) That the threshold for being able to choose your

supplier is progressively reduced, starting with
a reduction from the current 50 megalitres
(50,000 cubic metres) per year to five million litres
(mgl) – opening the market to a total of 1.6 million
non-household customers in England and Wales

(ii) That reforms were needed to the way the
Environment Agency regulates water abstractions
(taking water from the environment) to better
reflect the impact

(iii) That the retail divisions of water companies should
be made legally independent from their network
businesses to allow new entrants to compete on
a level playing field.

While we accept that greater competition might improve
service levels and efficiency, the costs must be carefully

evaluated against benefits which are by no means definite.
We will be reviewing over the coming months what this
means for how we operate and if we can deliver the
benefits of these initiatives ahead of the necessary
legislative change.

We support a more flexible abstraction system with
improved incentives for the efficient use of scarce water
resources. We intend to work with local Environment
Agency and other stakeholders to explore how we can
best make our contribution to that aim. Our priority,
though, remains the security of water supplies for all our
customers. As we pointed out in our Strategic Direction
Statement, we believe a single network controlled by one
water company would efficiently allow surplus water to be
moved around the South East to assist drought-hit areas.

Walker Review – December 2009

The Walker Review examined the system of charging
households for water and sewerage services and assessed
the effectiveness and fairness of current and alternative
methods of charging.
The review’s main conclusions were that:
(i) The charging system should incentivise the

efficient use of water to ensure we have
a sustainable water supply

(ii) Water needs to be affordable, particularly to
those on low incomes. The review recommended
a package of help for low income customers

(iii) Charging by volume of water used (which requires
meters to be installed) is the fairest approach to
charging, maintaining that the case for metering
is strongest where water is scarce

(iv) Steps were required to address the issue of bad
debt, which places a £12 a year burden on
customers who pay their bills.

We welcome the call for metering as the fairest way to
charge. During 2010-2015 the proportion of customers
in our area with a meter will increase to 92 per cent
through a Universal Metering Programme which began
in November 2010. This followed the Government’s
announcement that the South East is officially a
water-stressed region.

We also welcome the call for more assistance with
affordability and debt recovery. Both of these issues were
addressed in the Floods and Water Management Act
which provided for the introduction of ‘social’ tariffs by
water companies and for water companies to require
information from property owners about who is liable
for the bill. Both measures require Ministers to issue
guidance/regulations and we look to the Government
to introduce these measures as soon as possible.

Since we published our strategy in December 2010, there have been three significant Government reviews
involving the industry – Pitt, Cave and Walker – as well as the passing of the Floods and Water Management
Bill and the culmination of the 2010-15 price review. In this section, we summarise Southern Water’s
perspective on these important developments and give an overview of the outcome of the price review.

Policy developments and the price review
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Policy developments and the price review continued

The 2010-15 Price Review
In December 2009, Ofwat concluded the two-year process
of setting price limits for the period 2010-15.

Ofwat sets price limits to allow us to charge customers
the efficient costs of providing water and sewerage
services and making necessary improvements to, and
investing in, our extensive infrastructure. These price limits
form part of a package which includes a detailed
set of outputs that must be achieved during the period.

The price-setting process began with the publication,
in December 2007, of our Strategic Direction Statement
which gave the long-term context for our proposals.
This was followed by a draft and then final Business Plan
submission to Ofwat, based on extensive customer
research and investigations into the most cost-effective
way to deliver our obligations.

Ofwat challenged our plans, in particular by comparing
our proposals and costs with those of the 20 other
companies in the industry. It did not make allowance
for particular projects where it did not agree that there
was sufficient need or that the solutions were optimal.
It also challenged, and in many areas reduced, our
estimated costs for delivering our services and
investments.

As a result of Ofwat’s robust challenge, we have
re-examined and reshaped our initial plans for 2010-15.
This document explains what we will be delivering
over the next five years and how this fits with our
long-term strategy.

What this means for prices?
Ofwat’s determination allows us to increase our average
prices by 1.2 per cent a year on average. The allowed
increase for each year is shown below.

The agreed capital investment plan associated with these
price limits amounts to £1.7 billion over the five-year
period. A breakdown of this is given on the chart on
page four. In the following sections, we highlight some
of the key projects that we will be delivering over the
period and how these address the major issues we face.

2010
-11

2011
-12

2012
-13

2013
-14

2014
-15 Average

% % % % % %

-0.7 0.0 3.6 3.3 -0.1 1.2

Capital Expenditure 2010-2015

£510 million£230 million

£24 million

£250 million

£676 million

Total: £1,700 millionTotal: £1,690 million
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Our strategy

- Current performance
- Customer views
- Future challenges

Value for
customers

Sustainable
growth

Resilient
services

- Deliver
- Monitor
- Review

Sustainable growth

- Leakage

- Water efficiency

- Metering

- Water resources

- Flooding

- Pollution

- Renewable energy

Resilient services

- Leakage

- Water resources

- Flooding

- Pollution

- Water quality compliance

- Wastewater treatment

Value for customers

- Drinking water

- Compliance

- Supply pipe ownership

- Water efficiency

- Water resources

- Flooding

- Pollution

Our strategic aim is to ensure that we provide our customers with resilient, sustainable and value-for-money
services. The diagram below shows the key challenges we face in each of these areas.

In the following pages’ we describe our approach to each of these key challenges.
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In our Strategic Direction Statement, we said
we would:

• Work with other sectors, such as the farming
community, to avoid deterioration of ‘raw’ water
quality and to prevent expensive and carbon-
producing additional treatment processes

• Reduce the number of complaints about
discolouration to no more than two per 10,000
customers through targeted maintenance of the
distribution system

• Reduce the number of complaints about water
aesthetics (smell) to no more than one per 10,000
customers through improved network management.

Developments since December 2007 and our plans
for 2010-15

Ofwat’s price limits allowed for investment of £21 million
in drinking water quality improvements. This principally
comprises three major projects, including two designed
to improve the acceptability to customers (water
aesthetics). In addition, to maintain serviceability of our
water treatment works and ensure continued compliance
with drinking water quality standards, we are making
significant additional investment in improving disinfection
processes at a large number of our treatment works.

As a first step in our longer-term strategy, we will be
implementing catchment initiatives to prevent deterioration
of raw water at three of our largest treatment works.
These initiatives involve working with the farming
community and others to proactively manage the quality
of raw water as an alternative to installing expensive
additional treatment processes.

We will be renewing 256km of water mains during
2010-15. This will help reduce the number of complaints
about discolouration, as well as reduce leakage and
improve resilience. Although this is a significant increase
in the rate of renewals, Ofwat’s price limits mean that
we will still have the lowest rate of mains renewal in
the country – equivalent to our mains lasting over
200 years on average. Significantly higher rates of
renewal will be necessary for us to meet our aspiration
of reducing discolouration complaints to two per
10,000 customers.

Every day, we analyse hundreds of samples to ensure that the quality of drinking water is among
the best in Europe.

The Drinking Water Inspectorate considers that anything less than 100 per cent compliance with
drinking water standards is unacceptable and we agree.

Drinking water quality
Key challenges
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In our Strategic Direction Statement, we said
we would:

• Reduce leakage levels to no more than 10 per cent
by 2035

• Increase network replacement rates, which are
currently less than 0.2 per cent each year

• Take ownership of customer supply pipes, which
contribute about 15 per cent of total leakage,
by 2020, removing the burden on customers
to maintain and repair these pipes.

Developments since December 2007 and our plans
for 2010-15

After significantly beating our Ofwat leakage target
in 2007-08 and 2008-09, we experienced one of the
harshest winters on record in 2009-10. As a result, we
suffered numerous burst mains and our leakage levels rose
from 87 million litres per day to 95 million litres per day.
We must, therefore, redouble our efforts to get our leakage
levels back on track for 2010-11.

To help us manage leakage, as well as minimising
interruptions and water quality issues, we proposed
in our business plan for 2010-15 to increase our mains
renewal rate, which historically has been one of the
lowest in the industry, from 145km between 2005-2010
to 256km during 2010-15.

In setting our price limits for 2010-15, Ofwat accepted
the need to increase our renewals rate and made
allowance for this increase. While this will still leave
us with the lowest mains renewal rate in the industry,
it represents a first step on the journey to a more
sustainable level of renewals activity and will help us
to manage our low leakage levels more efficiently.

We remain committed to leading the industry and driving
down leakage to 10 per cent by 2035. We also believe
it remains appropriate for water companies to take full
ownership and responsibility for customer supply pipes
in the longer term.

We have a record of being one of the best performers in the UK for minimising leakage. Since 1990,
we have saved over 157 million litres of water per day, enough to fill two million baths per day or to
supply the city of Brighton and Hove and the town of Worthing.

Climate change means water will become scarcer during the summer and this provides an incentive to
minimise leakage further. Customers tell us that they see this as a high priority – and we agree with them.

Leakage
Key challenges
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In our Strategic Direction Statement, we said
we would:

• Gather further customer feedback on our proposals
for taking responsibility for customer supply pipes

• Lobby stakeholders for a change in the legislation
to allow us to adopt supply pipes by 2020.

Developments since December 2007 and our plans
for 2010-15

We remain committed to obtaining legal responsibility
for supply pipes. The move to transfer responsibility of
private sewers to water companies will provide a learning
ground for this transition. This follows the Government’s
announcement in December 2008 that ownership of
private sewers will transfer to water companies in October
2011, thus relieving householders of the burden of
maintenance and avoiding potential disputes where private
sewers are shared. That process will provide a potential
model for the future transfer of supply pipes to water
companies and we will be examining it closely.

In the meantime, we will continue to provide household
customers with three free repairs to their private supply
pipes, consistent with our commitment to minimise
leakage and conserve vital water supplies in this
water-stressed part of the country.

In November 2010, we commenced our Universal
Metering Programme to ensure that the majority
of homes have a metered water supply. When we install
meters, we expect to identify and repair a significant
number of leaks on privately-owned supply pipes.
This is because the meters will enable us to identify
leaks and make repairs even more quickly than at present,
minimising waste.

Water companies are responsible for the communication pipe, which carries water from the main in the
road to the boundary of a customer’s property. The property owner is responsible for the supply pipe,
which takes the water into the property.

We think it would be appropriate for water companies to take responsibility for both communication
and supply pipes up to the property wall. Customers and stakeholders are fully supportive of this.

Communication and supply pipes
Key challenges
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In our Strategic Direction Statement, we said
we would:

• Meter all customers’ supplies by 2015

• Ensure that we install sophisticated meters,
with the ability to save meter reading costs
and reduce inconvenience for customers

• Introduce pilot tariffs between 2010-15
to assess their impact on water demand.

Developments since December 2007 and our plans
for 2010-15

Ofwat has accepted our case that widespread metering
is the lowest cost way to ensure a balance between
supply and demand as well as helping customers make
savings on their water and energy bills. It has approved
increasing the level of metering to 92 per cent by 2015.
The remaining eight per cent are those premises that
are particularly difficult to meter because, for example,
they are blocks of flats on shared supplies which would
be complex to separate. Our intention is to try to provide
meters for these remaining customers during 2015-20.

The new meters we are installing will be read remotely,
without the need to disturb customers. This will ensure
that bills are based on actual rather than estimated use,
as well as reducing costs.

As part of our programme, we will be providing customers
with advice on how to save water as well as an optional
extended transition from unmetered to metered bills.
Special provisions are also being made to help customers
who may struggle to pay their metered water bills.

Some 40 per cent of households already have a water meter installed but in our Strategic Direction Statement
of 2007 we announced our intention to carry out a full metering programme during 2010-15.

Metering is the fairest way to charge for water. Unlike other utilities, customers at unmetered properties are
presently charged for their water supplies according to their properties’ rateable values – not for the amount
they actually use.

Metering will see charging come into line with that of the electricity, gas and telecoms industries. It will allow
customers to take more control of their bills and give us a more accurate understanding about demands on
our network. It will also help us tackle leakage. Vitally, it will also help to reduce the demand for water in
the water-stressed South East because, on average, a customer’s consumption falls by around 10 per cent
after a meter has been installed.

We believe metering is essential to fully realise the benefits of water efficiency initiatives and give customers
a clear incentive not to waste water. Innovative tariffs may also have a role to play and we will investigate
whether tariffs such as seasonally variable charges might be appropriate.

Metering
Key challenges
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In our Strategic Direction Statement, we said
we would:

• Implement full metering by 2015

• Investigate sophisticated tariffs to help manage
demand

• Continue to provide water efficiency advice and
education both in schools and in the community

• Investigate the potential for rainwater harvesting
and installation of water efficient devices in
customers’ homes.

Developments since December 2007 and our plans
for 2010-15

As part of the price review, Ofwat has approved our
programme to meter 92 per cent of our customers by
2015 (see Key Challenges – Metering on Page 10).
Since then, we have been working closely with them,
other stakeholders and a range of organisations including
Waterwise, the Energy Savings Trust, World Wildlife Fund
(WWF) and the Design Council to ensure that the potential
water saving benefits of the programme are realised.

For example, we recently began an extensive radio and
newspaper advertising campaign to inform customers
how savings can be made by introducing simple water
efficiency measures which will help them save water,
save energy (about 30 per cent of the average household
heating bill is spent on heating water) and save money.

We are also providing a range of measures including
water efficient devices, such as shower heads, and, for
selected customers, home visits to discuss ways in which
water and energy use could be reduced just by making
small changes around the home.

Customers can reduce the amount of water they use without having to make significant changes to their
lifestyles. During the past five years, we have implemented an award-winning water efficiency programme
to inform customers – and their children – about the importance of not wasting water.

We believe a full metering programme, which gives customers a clear incentive, is essential if the region
is to fully realise the benefits of water efficiency initiatives.

Water efficiency
Key challenges
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In our Strategic Direction Statement, we said
we would:

• Investigate fully all the options to increase water
resources, including recycling water for drinking,
desalinating water from the sea and sharing
resources with other water companies

• Consider whether treating and transferring water
from a new source has a wider environmental
impact.

Developments since December 2007 and our plans
for 2010-15

To ensure we can deliver secure supplies, we adopt
a ‘twin-track’ approach of managing demand, including
minimising leakage from our network and customers
pipes, and developing new resources. During 2010-15,
we will deliver additional capacity of 30 million litres per
day. At the same time, demand management measures
will contribute 32 million litres a day to balance supply
and demand.

In Hampshire, we have a scheme to deliver additional
treatment capacity at our Testwood supply works and
to transfer water from the River Test to our Otterbourne
treatment works. These will compensate for the loss
of water abstracted from the River Itchen, which the
Environment Agency has determined is unsustainable.

In Sussex, we have a scheme to abstract and store
water from the River Arun at Hardham for transfer
to our Hardham treatment works. At a number of our
other works, we will increase treatment capacity as
we undertake essential maintenance work, boosting
the supply from these sources.

On the demand side, we will undertake the Universal
Metering Programme and make significant reductions
in leakage.

We have explained on previous pages how tackling leakage and promoting water efficiency help us
manage our water resources and there are other challenges posed by events outside our control
which make them more difficult to meet.

These include the extreme weather conditions brought about by climate change, which can lead to floods
and droughts, the predicted population growth in the South East and restrictions on the amount of water
we can take out of rivers.

During dry periods, demand for water can increase by 40 per cent and, although occasional restrictions on
the use of hosepipes are an acceptable way to manage demand, the use of standpipes and rota cuts are not.

We, therefore, work closely with all water companies in the region and with the Environment Agency to
identify joined-up solutions, such as creating a mini water network in the South East, and remain committed
to delivering supplies of water which meet Ofwat’s security of supply index.

Resource development
Key challenges
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In our Strategic Direction Statement, we said
we would:

• Ensure our sewer replacement programme
takes account of climate change and builds
in extra capacity and resilience

• Support taking responsibility for the overnight
adoption (rather than phased adoption) of private
sewers and their maintenance (collapses and
blockages in private sewers are a key source
of flooding)

• Aim, in the long term, to ensure that no properties
remain at risk of internal sewer flooding for more
than one year.

Developments since December 2007 and our plans
for 2010-15

Since December 2007, the Pitt Review and subsequent
Floods and Water Management Act 2010 have clarified
the framework for management of general flooding risk.
These are described more fully above. While it was
concerned with flooding in a wider context, it did
introduce restrictions on the right to connect surface water
drains to the sewerage system which will assist with
reducing the possibility of future sewer flooding.

The Government has also confirmed that ownership
of most private sewers will transfer to water companies
in October 2011. The only exceptions will be private
pumping stations, which carry some unique risks and
challenges, and these will transfer by October 2016.
We welcome this transfer as placing responsibility with
those who are best able to manage the risks. In the
longer term, it will also reduce incidences of flooding
from these assets because they are brought up to
serviceable standards.

As a first step towards our long-term aim to effectively
eliminate the blight of sewer flooding, we proposed
investing £110 million to address the problems.
This included £51 million in the Portsmouth peninsula
which suffered from severe flooding in 2000.

This investment would have enabled us to remove
80 properties from the register of those at risk of internal
flooding as well as provide a sustainable long-term
solution to the particular issues of Portsmouth.

Ofwat’s tough cost benefit challenge in its 2010-15
Price Review means that we will be able to provide
permanent solutions to fewer properties than we would
have liked over the next five years. In addition, we will
be able to provide only part of our proposed solution
– the separation of storm water – to the Portsmouth
catchment.

However, our planned investment will allow us to:

• Carry out sewerage improvements that will address
internal flooding at 53 properties and external
flooding at a further 19 properties

• Improve the level of sewer flooding protection
to Portsmouth by surface water separation,
improvements to the capacity at some
pumping stations and improvements at our
Fort Cumberland site

• Undertake flood mitigation activities, such as
ground contouring, boundary protection and
installation of non-return valves, for those properties
that are suffering, or at significant risk of, sewer
flooding and where the delivery of a permanent
solution is likely to be well into the future. We will
address 400 properties at risk of internal flooding
and 100 properties at risk of external flooding

• Manage the estimated 44 properties per year
which will be added to the internal flooding
‘at risk’ registers.

We will also be addressing flooding caused by sewer
collapses, blockages and equipment failures as part of our
ongoing asset maintenance programme, involving jetting of
sewers, CCTV surveys, pumping station refurbishment and
the rehabilitation and replacement of 227km of sewers
over the next five years. One of the major causes of sewer
blockages is pouring
fat, oil and grease
down sinks.
We will continue
with our ongoing
public awareness
campaigns to try
and minimise such
blockages.

Sewer flooding affects relatively few customers but it remains a major concern to us because it is particularly
distressing for our customers. In 2007, we reported that 350 properties were at risk from internal sewer
flooding and over 3,000 from external sewer flooding.

Although we cannot foresee all instances of sewer flooding, we have, and are making, a considerable
investment to reduce these numbers.

Sewer flooding
Key challenges
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In our Strategic Direction Statement, we said
we would:

• Eradicate Category 1 and 2 pollution incidents by
2015 by increasing the rate of sewer renewals and
investing further in monitoring technology

• Prioritise our investment to ensure that our
underground network is resilient to more frequent
extremes in weather

• Ensure that our operations and maintenance
regimes identify and replace those sewers and other
assets which might fail.

Developments since December 2007 and our plans
for 2010-15

Ofwat’s final price limits included provision for three
specific projects to increase the capacity of sewers and
pumping stations to reduce pollution incidents.

As part of our maintenance programme, we will also be
renewing or renovating 227km of sewers. This work will
be carefully targeted to address sewers which are in poor
condition and which, therefore, are most likely to flood
and cause pollution incidents. However, this renewal rate
represents only one per cent of our network. Achieving
our long-term goal of eradicating Category 1 and 2
pollution incidents is likely to require a further step
change in renewal rates in the future.

In the meantime, we are significantly increasing our
asset management to ensure that we are able to identify
and carefully manage vulnerable assets as well as improve
the targeting of our renewals programme.

This focus meant that we had just five Category 1 and 2
pollution incidents in 2010, compared with nine the year
before. However, we must also ensure that we maintain
our focus on the lower impact Category 3 and 4 pollution
incidents, which have seen a rising trend over the last two
years. To address this, we have recently stepped up our
sewer maintenance, including more sewer jetting and
refurbishment to help address the causes of these
incidents.

Over the next five years, we will also be carrying out
investigations to better understand which parts of our
network are most vulnerable to more extreme weather
patterns resulting from climate change.

From October 2011, we will also take responsibility for
several thousand kilometres of private sewers, all of which
have the potential to cause pollution. We believe we are
better placed than homeowners to manage the pollution
risks associated with these assets. However, this will
require significant additional investment on our part and
this will have an impact on customers’ bills. Until we
have some experience of managing these assets, we do
not know how large this impact will be.

When raw sewage, partially-treated sewage or stormwater escapes into the environment it causes pollution.
This can occur at any point in the network between a customer’s property, our treatment works and
the river or sea.

The Environment Agency classifies pollution in four bands, depending on the impact on the environment.
We have focused our work to date on preventing pollution incidents that have the biggest impact on the
environment. These are known as Category 1 and 2 incidents.

Pollution incidents
Key challenges
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In our Strategic Direction Statement, we said
we would:

• Provide for growth in the South East to ensure that
we can maintain the environmental improvements
achieved over the last two decades

• Encourage developers to consider planning for
infrastructure alongside development applications

• Continue investment in schemes to prevent the
nuisance of smells.

Developments since December 2007 and our plans
for 2010-15

Over the next five years, we expect to connect
75,200 additional properties to our sewerage system.
We anticipate we will deliver additional treatment capacity
equivalent to that required to serve a population of more
than 95,000. There remains uncertainty about exactly
where and when this development will take place and
this will affect the necessary investment required to deal
with this growth.

We will continue to work closely with the planning
authorities to ensure that we are able to plan for and
manage the additional demands on our assets and to
the extent that we are able to ensure that developers
make a fair contribution to the investment necessary
to accommodate this growth.

We will be carrying out investment schemes at five of our
treatment works with a history of complaints about smell.
At our Peel Common, Gosport, works, we will be
enhancing the existing treatment facilities, while
at our Aylesford, Goddards Green, Horsham and Paddock
Wood sites we will improve the control of smells.
We anticipate this investment will reduce the number
of complaints relating to these sites by 30-40 per year.

The Office of National Statistics estimates that over the next two decades the UK population will grow
by eight million to 70 million people. That is roughly the equivalent of adding 32 new cities, each the size
of Brighton and Hove.

Some of those people will wish to settle in the crowded South East, placing an unprecedented demand
on our sewerage and wastewater treatment services. There are parts of our region where, even using the
best conventional technology, the environmental carrying capacity of rivers or estuaries to accept additional
treated wastewater is already at its limit.

We also face the challenge of more properties suffering smells at new developments built close to the
boundaries of our treatment works and pumping stations.

Managing growth in demand for wastewater services
Key challenges
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In our Strategic Direction Statement, we said
we would:

• Increase our use of renewable energy
to 20 per cent by 2020

• Work with local councils to explore further
opportunities to produce energy from waste

• Review all energy creation treatment facilities

• Diversify our sludge recycling programme.

Developments since December 2007 and our plans
for 2010-15

We have continued to investigate with local authorities
and Ofwat the opportunities for producing energy from
the digestion of organic waste and how this could provide
benefits for customers, shareholders and the environment.
We believe simple changes to the regulatory rules would
encourage much more of this type of activity.

Over the next five years, Ofwat has approved our plans
to install energy-generating combined heat and power
units at our Ham Hill and Aylesford Sludge Treatment
Centres, replace the existing installation at Ashford with
a larger unit and install a unit at a new wastewater
treatment works in Peacehaven. We will review the
potential for further installations. We anticipate these
units will produce 23 gigawatt hours of green electricity
each year and displace emissions of 12 kilotonnes CO2

equivalent.

We also have a number of treatment works in coastal
areas where large flows of wastewater lend themselves
to the installation of hydro recovery turbines. We will
install turbines at four of our largest treatment works
which we anticipate will produce a total of 5.8GWh
of green electricity each year and displace emissions
of 3kt CO2 equivalent.

We will pursue other carbon-reducing initiatives,
including real-time process control at some of our
largest works, optimising performance and energy usage
and installing enhanced power consumption monitoring
at our largest sites.

We remain on course and remain committed to meeting
our target of sourcing 20 per cent of energy from
renewable sources by 2020.

From producing valuable fertiliser from sewage sludge to the installation of combined heat and power (CHP)
stations, we continually improve the sustainability of our processes.

Getting the most out of recycling waste
Key challenges
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In our Strategic Direction Statement, we said
we would:

• Complete a full assessment of the costs and
benefits of delivering the Water Framework
Directive’s objectives

• Continue to invest to meet the standards required
by other directives, such as the Habitats Directive
and the Urban Waste Water Treatment Directive

• Be mindful of the wider implications of all
directives, in particular their impact on our carbon
footprint, challenging where appropriate.

Developments since December 2007 and our plans
for 2010-15

Over the next five years, we will be carrying out more
than 180 capital schemes and spending more than
£500 million to bring about environmental improvements.
These include more than 30 schemes to meet the
requirements of the Water Framework Directive, 23 to
meet the Groundwater Directive and more than 20
to meet the requirements of the Bathing Water Directive.

This work includes the completion, in 2013, of the
largest single scheme in our programme, a new
wastewater treatment works at Peacehaven, where
work began in 2009, as part of our project to bring
cleaner seas to Sussex.

We are working with the relevant bodies to meet the challenges posed by the Water Framework Directive
– the most substantial piece of European water legislation to date and part of a raft of EU legislation which
affects our costs and the way we work.

The directive is designed to improve and integrate the way water bodies are managed throughout Europe.
It requires member states to reach good chemical and ecological status in inland and coastal waters
by 2015 and presents a unique opportunity for holistic environmental management for all users of the
water environment.

We are also currently working on, or planning for, a range of other environmental legislation, including:

• The Habitats Directive
• The Revised Groundwater Directive
• The Revised Bathing Water Directive
• The Climate Change Bill

Environmental legislation
Key challenges
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In this document, we describe the key challenges we face over the next 25 years and our plans for dealing
with these in the next five years following the completion of the 2010-15 price review.

The tables below summarise the key outputs that we must deliver over the next five years as we move
forward with our strategy and what these mean for customers’ bills and service levels.

A summary of our plans for the next five years

Table 1. Price limits and effect on average bills (November 2008 prices)

2010
-11

2011
-12

2012
-13

2013
-14

2014
-15

Price limit -0.7% 0.0% 3.6% 3.3% -0.1%

Indicative price limit for water service 1.6% 1.4% 2.4% 1.3% -1.0%

Indicative price limit for sewerage service -1.5% -0.6% 4.0% 4.1% 0.1%

Average household water bill £136 £138 £140 £141 £138

Average household sewerage bill £240 £242 £249 £256 £255

Table 3. Water service key outputs and activity

Total
2010-15

Schemes to improve acceptability of water
to customers

2

Schemes to meet national security
obligations

7

Schemes to meet environmental obligations 5

Water mains renewed 256km

Total leakage – by 2014-15 77 Ml/d

Increases to supply availability
(Dry year annual average)

30 Ml/d

Reductions in demand* 32 Ml/d

New properties connected 43,150

Number of new meters installed
and used for charging

486,000

Table 2. Service levels

2010
-11

2011
-12

2012
-13

2013
-14

2014
-15

DG2 number of properties at risk of receiving low pressure 315 315 315 315 315

DG3* supply interruptions 0.3 0.3 0.3 0.3 0.3

DG6 per cent billing contacts dealt with within five days 99.5 100 100 100 100

DG7 per cent written complaints dealt with within 10 days 99.9 100 100 100 100

DG8 per cent metered customers receiving a bill based a meter reading 99.8 99.8 99.8 99.8 99.8

DG9 per cent calls abandoned 6.0 5.0 5.0 5.0 5.0

DG9 per cent calls receiving the engaged tone 1.0 1.0 1.0 1.0 1.0

DG9 per cent customer call handling satisfaction 4.7 4.8 4.8 4.8 4.8

* DG3 performance score is calculated as: (no. interruptions >6 hrs + no.>12hrs + 2*no.>24 hrs)/no. connected properties

Table 4. Sewerage service key outputs

Total
2010-15

Schemes to meet environmental obligations
– sewerage

35

Schemes to meet environmental obligations
– sewage treatment

114

Schemes to meet environmental obligations
– sludge treatment

2

Environmental investigations 33

Sewers renewed or renovated 227km

Properties removed from internal sewer
flooding register (2:10/1:10 risk)

44

Properties removed from internal sewer
flooding register (1:20 risk)

12

Properties removed from external sewer
flooding register (1:20 risk)

21

Sewer flooding problems mitigated 500

Smell problems reduced (no. of works) 4

Renewable energy capacity created 4,185kW

New properties connected 75,200
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We welcome comments from customers and other stakeholders on our strategy and programme for the next five years.
Please email: customerservice@southernwater.co.uk


