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1. Background  

1.1 Company pen pic  

Please provide a short summary of the ownership structure of the company, including whether there have been any changes to 
this since 2014 [max. 150 words] 

 

Investors committed to our business 

Southern Water, a water and wastewater company in South East England. 

Greensands Holding Group, ultimate holding 
company, formed 2007 solely for this purpose.   

Four principal long-term investors bringing 
global expertise:  

§ a planned injection of £700m of equity to 
improve our financial resilience as we move 
towards 1 April 2020. 

 

§ provided support through difficult periods 
e.g. AMP5 revenue shortfall 

 

§ supported changing governance 
structure to align with Ofwat principles on 
board leadership, transparency and 
governance. 

 

 

Since 2014: 

§ STC and Australian Super has sold holdings in Greensands Holdings Limited to other 
shareholders 

§ Northern Trust Company (Future Fund) has sold holding in Greensands Holdings 
Limited and Eurobonds in Greensands Europe Limited.   

§ Southern Water chairman is no longer on the Board of Greensands Holdings 
Limited 

§ closure of financing company registered in Cayman Islands was announced.  
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1.2 List of attendees 

Please provide the names and job titles of attendees for the business plan presentation meeting. Detailed attendee biographies 
in Appendix 1.  

 

Bill Tame  
Chairman 

Ian McAulay  
Chief Executive Officer  

Paul Sheffield 
Senior Independent NED 

Anna Bradley  
Southern Water CCG chair 

William Lambe  
Chief Financial Officer 

Craig Lonie  
Director of Strategy and Regulation 

Rob Barnett  
Transformation and People Director 
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2. Key business plan metrics 

PR19 themes 

Please set out how you consider the approach you have taken to your business plan is consistent with the key themes for 
PR19 of innovation, great customer service, affordability and increased resilience. Where relevant, you may wish to link this to 
information included elsewhere in this pro-forma [max. 300 words].  
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Creating a resilient water future for customers in the South East. 

Resilience-in-the-round for customers now and in the future.   

Brilliant at the basics of operating a water utility.  £800m more resilience investment than 
PR14. Smart water networks and sustainable drainage programmes. 

Company-wide culture change and capability development: 
§ strengthening leadership team 

§ Operational Excellence programme 

§ technology safeguarding against cyber attacks 

§ South East Skills Academy 

Excellence in corporate resilience (see page 12 for financial resilience):  

§ new Board governance framework  

§ Compliance and Asset Resilience Directorate 

§ ethical business practice with Modern Compliance Framework 

 

Driving environmental resilience: 

§ our largest-ever river and bathing water improvement programme  

§ major reduction in pollution incidents. 

Going further with system of systems approach to optimise utility of water resilience. 
Through Water Resources South East: boosting trading, developing strategic grid and 
enabling Havant Thicket reservoir. 

System of systems - viewing multiple, independent systems as a 
single integrated whole to increase utility.  

 
Refreshingly easy service experience for water utility customers.  

Trust in whole experience, from water supply and recycling to billing. 

Thinking beyond traditional customers to utility of water customers: tourists expect clean 
seas and rivers; farmers need water sources.   

All part of our societal contribution.  
  

Going even further with resilience 

Great service for all customers 
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Real bill reductions >3% with substantially more investment. 

Financial support to customers in hardship. 

New vulnerability approaches:  

§ Customer Inclusion Partnership expert network 

§ Cross-regional South East working group 

§ Payment holidays. 

Helping all customers reduce bills through water-efficiency and discount initiatives. 

 

 

 

Engaged customers to understand views.  

Doing it better (“incremental”); doing it differently by transforming and disrupting: 

§ Performance Hubs delivering service and operational improvement 
§ Target100: working together to reduce water usage  

§ DataWell open data collaboration 

§ Catchment partnering to manage water quality and flow, applying natural capital 
approaches 

      : our new approach to collaborative innovation. 

Ensuring affordable bills for all 

For vulnerable customers

 Innovation through collaborative action 
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Customer bills 

Table 2.1: Waterfall chart  

This chart provides an overview of what is driving changes to bills between 2019-20 and 2024-25.  

Inputs to bill movement chart 

Inputs £ per customer 

2019-20 Bill 422 
Changes between 2019/20 and 2024/25  

 Change in RCV  19  

 Change in totex  27  

 Change in PAYG%  (8) 

 Change in run-off rate  9  

 Change in WACC  (16) 

 Change in other wholesale items  5  

 Change in reconciliations items  (13) 

 Change in 5th control  n/a  

 Change in retail CTS  (13) 

 Change in customer numbers and residential apportionment  (22) 

2024-25 Bill 409 
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Please set out the key factors that are driving the movement in customers bills from PR14 to PR19 [max. 200 words].   

 

  

Meeting customer expectations 

Customers say maintaining affordable bills is a high priority. They want bills to be 
predictable. 

Our plan: 

§ Reduces average bills for customers in AMP7 by 3% in real terms  

§ Projects bills will remain broadly flat in real terms through AMP8. 

We will continue to provide financial support to those facing genuine hardship, 
supporting 155,000 vulnerable customers through core schemes and tariffs.  

 

Absorbing need for increased totex  

Our plan is based on efficient levels of cost and supports need for substantially 
increased levels of totex: 

§ £350m investment in water supply resilience to meet demands of growth and 
imposed restrictions for raw water abstraction   

§ £400m for other resilience improvements including wastewater growth, pollution and 
flooding  

§ £800m for the statutory demands of National Environment Programme (WINEP) 

  

Balancing risk and reward to reduce bills 

Adopted Ofwat’s early view of cost of capital.  

 

PR09 revenue recovery has ended. 

 

Used financial levers to ensure a continued balance between affordability and financeability. 

 
  

Bills reduce despite pressure from higher Totex  
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Customers’ expectations and preferences  

Please provide a brief summary of your understanding of your customers’ expectations and preferences for your business plan 
[max 300 words] 

 

 

Direct interviews with 42,000 customers and insight from over one million more have 
produced clear expectations… 

§ Be brilliant at the basics: provide excellent drinking water quality, avoid supply 
interruptions and recuce internal sewer flooding instances; 

§ Be ready for the future: create resilient water supplies now and for generations to 
come. 

§ Take care of our precious water: customers will play their part in using less but 
expect us to lead in conserving supplies and reducing leakage. 

§ Look after our environment: enhancing where possible, doing no harm is the 
absolute minimum.   

…and preferences in how we deliver. Customers want us to: 

§ Deliver great services: where customers need to contact us, they expect efficient, 
tailored and personalised service.  

§ Work together: actively participate with them to build a resilient water future; partner 
with others across the region to create the right solutions.  Feel our bills are broadly 
affordable so willing to allow us to invest for the future.  

§ Use technology better: adopt innovation and technology to improve water and 
wastewater services.  

§ Communicate clearly: be open, honest, clear and transparent about our decisions 
and any impact on their daily lives.  

 

We’ve gone further in our engagement, consulting over 600 organisations and groups, all 
of whom have a stake in water in our region.  Their message aligns with that of all our 
customers: build us a resilient water future. 
 
Recently completed large scale research with 
over 1000 customers and stakeholders on how 
to engender trust, leading to four principles 
for customer communication going forward. 

 
Not the end of our engagement.  We are evolving our segmentation and engagement 
strategy to continue to co-create our future with both water utility (traditional bill payers) and 
utility of water customers (those who also benefit from water e.g. tourists, agriculture etc.) 

A clear message: “build us a resilient water future” 

1. Be open and upfront 

2. Use customer friendly language 

3. Ensure communications are timely 

4. Use clear and simple financial information 
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Metrics 

Table 2.2: Key business plan metrics 
Metric PR14 (2019-20) 

31 March 2020 
estimate  

PR19 (2024-25) 
31 March 2025 

estimate 

2019-20 to 
2024-25  

% change 

Number of residential water only 
customers (000s) 

83.4 87.1 
 

Number of residential wastewater only 
customers (000s) 

910.6 962.5 

Number of residential water and 
wastewater customers (000s) 

949.6 1016.4 

Total leakage (Ml per day) 
Based on PR19 definition, annual 
average 

105.4 89.6 -15% 

Leakage (cubic metres per km of main 
per day) 
Based on PR19 definition, annual 
average 

7.5 6.3 -16% 

Leakage (litres per property per day) 
Based on PR19 definition, annual 
average  

93.4 75.0 -20% 

Per Capita Consumption (PCC) 
Based on PR19 definition, annual 
average 

131.0 119.9  
 

ODI RoRE range* -2.1% to +0.3% -2.8% to +1.0%  
 
 

 

Appointee WACC (real RPI) 3.6% 2.4% 
Appointee WACC (real CPIH) 4.6% 3.4% 
Credit rating – actual financial structure Baa2/A- Baa1/A- 

Metric PR14 (2015-2020 
Average) 

PR19 (2020-25 
Average) 

 
 

Adjusted interest cover notional 1.59 2.09  
 

FFO net debt notional 0.11 0.13 

Metric 2017-18 Actual PR19 (2020-25 
Average) 

 
 

Actual gearing 79% 69%  
Adjusted interest cover actual 2.66 4.07 
FFO net debt actual 0.13 0.13 

*Excludes retail. Retail ODIs increase the range at each end by 0.4%. 
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Action ensuring efficient, financeable business 

Financial Resilience 

Please set out how you will maintain commitment to financial resilience [max. 150 words].  

 

 

Stretching efficiency plan 

Built on efficient costs: 

§ Step change in wholesale cost efficiency.  

§ Transforming retail model 

Scale of change brings risk.  Board and management committed to deliver with no adverse 
customer impact.  Board will monitor. 

Drive change now to ensure pathway to PR19. 

 

 

 

Financeable business 

Plan financeable and resilient on notional and actual basis despite 

§ substantially lower WACC 

§ stretching upper quartile performance commitments 

§ more onerous statutory obligations from WINEP and WRMP. 
 
Substantial injection of equity to: 

§ reduce debt to 70% of RCV 

§ reduce interest cost. 
 
Meets actual target credit ratings and more stringent than minimum licence requirement of 
investment grade. 

Financial headroom in plan is: 

§ Measured against our own financial KPIs that include credit ratings, financial 
covenants, and our instrument of appointment 

§ Tested to Ofwat’s prescribed scenarios and our own company specific scenarios 
§ Assured by KPMG. 
 

  

“The Board is satisfied that the plan…will deliver enhanced 
operational, financial and corporate resilience over the next control 

period and in the longer term.” 
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RCV 

Table 2.3: RCV 

Control 1 April 2020  
(£m) 

Opening RCV 

30 March 2025 
(£m) 

Closing RCV 

% growth 

Water Resources RCV 84 100 20% 
Water Network Plus RCV  959 1,367 43% 
Wastewater Network Plus RCV 3,587 3,751 5% 
Bioresources RCV 203 222 9% 

 

Note. The 2025 figure is calculated by combining both RPI and CPIH elements (Block C and D of 
App8 data table)  
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Dividends 

Table 2.4: Dividends  

Metric 2015-16 2016-17 2017-18  

Dividends (based on PR14 
actual company structure) 

76 122 5 

 2020-21 2021-22 2022-23 2023-24 2024-25 

Forecast dividends (PR19 
actual company structure) 

35 36 37 38 38 

Note. The SWSG intercompany loan payments have been removed from the PR14 dividend numbers 
provided in the table above in order to provide a more appropriate representation of true dividend 
payments.  This arrangement is fully transparent and described in our Annual Performance Reports 

Please provide a short statement on your company’s dividend policy [max. 150 words].  

 

Proposed new dividend policy principles 

1. Ensure maintenance of corporate, operational and financial resilience through 
sustainable long-term capital structure. 

2. Compliance with legal, licence, code and Regulator obligations and guidelines 

3. Wide range of measures to ensure accountability and build trust and confidence: 

§ Financial assessments 

§ Customer performance measures, including performance 
commitments, putting customers at the heart of our dividend 
decisions 

§ Stakeholder measures, including protecting the interests of 
employees and pensioners 

§ Recognition of our contribution to wider society e.g. education, 
community schemes, beach improvement, learn to swim etc., 
underpinned by Ethical Business and Public Service Value 
considerations 

 
4. Policy will be reviewed regularly to ensure that it continues to reflect our performance 

and delivery of our commitments to our customers and stakeholders 

5. Our dividend policy will be transparent in our annual reports. 

 

Dividends reflecting value to customer and society    
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Appendix 1: Attendee biographies  

Please include biographies for the attendees from your company, including the Customer Challenge Group Chair (if attending). 
[Max. 100 words per attendee]  
 

 

 

Bill joined the Board in January 2015. Appointed Chairman 1 March 2017.  

Chartered accountant by training, Board Director FTSE 100 Babcock International Group plc 
for 17 years as Group CFO and as International Division CEO. Turnaround of Babcock from 
loss making small cap stock in 2001 to a FTSE 100 company in 2011. Capital markets, 
acquisition & restructuring of major international operations. Over 15 years’ experience in 
operations in UK, France and Asia Pacific. 

Senior finance and operational roles for Courtaulds plc, the UK FTSE 100 chemicals 
company including CFO Europe and Asia Pacific. 

 

Ian joined Southern Water as CEO in January 2017. 

More than 30 years global water and environmental experience. A significant record of 
performance enhancement and turnaround in both publicly quoted FTSE 100/250 
companies and privately held enterprises.  

Before Southern Water was CEO Viridor, Board Director Pennon plc, Global Chief of 
Strategy/Executive Director MWH Global and MD Capital Programmes, United Utilities. 

Serves as Chair of Greater Brighton Economic Board Water and Energy infrastructure panel. 
Member of CBI infrastructure Board and Vice Chair Water Resources South East. Provides 
expert input to government groups and industry partnerships on UK skills agenda, future 
regulation and environmental policy. 

 

  

Bill Tame - Chairman 

Ian McAulay – Chief Executive Officer 
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Anna appointed independent Chair Southern Water Customer Challenge Group (CCG) 
in early 2012.  

Brings expertise in regulation, public policy and consumer & stakeholder engagement.  
Previously Director at the Financial Services Authority and CEO of the National Consumer 
Council. The first CCG Chair appointed that did not come from an industry background.   

As well as Chairing the Southern Water CCG, Anna is Chair of the Rail Safety Standards 
Board. She was also the first Chair of Healthwatch England and is a former board member 
of the Care Quality Commission. 

 

 

 

 Paul Sheffield joined the Board in June 2014. 

In his executive career, he spent over 32 years with Kier Group plc — the construction, 
services and property group — serving as its chief executive officer between 2010 and 
2014.Between 2014 and 2017 he headed up the construction operations for the European 
and Middle Eastern business for Laing O’Rourke Services.  

 

 

 

William joined Southern Water in May 2016 from Thames Water, where he held the 
position of Finance Director for the Thames Tideway Tunnel.  

William has a wealth of financial experience in the UK and overseas and has worked for 
companies including Belgium based telecommunications company Belgacom, Wolseley, oil 
and energy company BG Group and KPMG. 

 

  

Anna Bradley – Southern Water CCG chair  

Paul Sheffield – Senior Independent NED 

William Lambe – Chief Finance Officer 
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Craig joined Southern Water in April 2017 having previously led Oxera’s Corporate 
Finance team since 2012.  

A Director at Ofcom for six years, Craig directed many Ofcom decisions, including several 
major price control reviews, and represented Ofcom at the Competition Appeal Tribunal 
(CAT) and the Competition Commission. Prior to this, Craig spent 15 years working with BT 
in a series of senior finance and regulatory affairs roles. Craig began his career at LEK 
Consulting in London and Los Angeles. 

 

 

 

Rob joined Southern Water in March 2017.  

Previously a FTSE 100 Group Executive, Rob has broad experience across multiple 
industries. As Chief Operating Officer for Friends Life and RBS HR, HR Director RBS 
Insurance and Group Director of HR for B & Q Rob has a significant record of business 
transformation and turnaround including cultural change and operational management. He 
attended Harvard University and brings with him experience in all phases of business 
transformation and development.   

Craig Lonie – Director of Strategy and 
Regulation 

Rob Barnett – People and Transformation 
Director 
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Appendix 2: Business plan executive summary 

Please provide a copy (in file formats that can be opened in Word) of the executive summary for your business plan. 

Ambitious strategy to achieve a resilient water future for customers in the South East, 
defined by five long-term outcomes. Achieved through a combination of becoming brilliant 
at the basics and delivering our five transformational programmes.  

 

Please refer to separate attachment to read our business plan executive summary in full.  
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Appendix 3: CCG report executive summary  

Please provide a copy (in file formats that can be opened in Word) of the executive summary from the CCG report on your 
company.  

“At the close of the Business Planning process, the CCG can say that SWS's 
engagement with its customers and stakeholders has been of a high quality and that 
the outcomes of this engagement have significantly influenced the contents of the 

Business Plan for 2020-25.” 

A full copy of the Southern Water Customer Challenge Group Executive summary is 
provided.  
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Appendix 4: Current operational performance 

Please indicate in the table below which PR14 performance commitments have been met and which have not been met over the PR14 period. For financial ODIs please also indicate total forecast 
outperformance payment or underperformance penalty for the PR14 period. 

PCL met? - If the performance commitment level (PCL) for the reporting year was met, or is forecast to be met, enter ‘Yes’. If the PCL for the reporting year was not met, or is forecast not to be met, 
enter ‘No’. If a PCL has not been set for the reporting year enter "-" (hyphen). 

Table 4.1: Common Performance Commitments 

No. 
 

ID 
(e.g. W-A1) 

Performance commitment 2015-16 
PCL 
met?  

2016-17 
PCL 
met? 

2017-18 
PCL 
met? 

2018-19 
PCL 
met? 
(forecast) 

2019-20 
PCL 
met? 
(forecast) 

Cumulative ODI 
(outperformance payment 
or underperformance 
penalty) 

£m to 4 decimal places 
2012-13 prices, net of tax 

Total 
cumulative 
financial 
ODI 

 

15/16-17/18 
Actual 

18/19-19/20 
Forecast 

1 PR14SRNWSW_1 Water Asset Health Yes Yes Yes Yes Yes 0 0 0 

2 PR14SRNWSW_2 Water use restrictions Yes Yes Yes Yes Yes 0 0 0 

3 PR14SRNWSW_3 Leakage five-year average target - - - - Yes 0 0 0 

4 PR14SRNWSW_4 Interruptions to supply Yes Yes No Yes Yes -0.2940 0 -0.2940 
5 PR14SRNWSW_5 Mean Zonal Compliance Yes Yes No No No 0 0 0 

5a PR14SRNWSW_5a Drinking water quality – discolouration 
contacts 

Yes Yes Yes Yes Yes 0 0 0 

6 PR14SRNWSW_6 Water pressure (Number of properties 
on DG2 low water pressure register) 

Yes Yes Yes Yes Yes 0 0 0 

7 PR14SRNWSW_7 Distribution Input Yes No No No No 0 0 0 

8 PR14SRNWSW_8 Per capita consumption (PCC) - five-
year average 

- - - - Yes 0 6.8750 6.8750 
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No. 
 

ID 
(e.g. W-A1) 

Performance commitment 2015-16 
PCL 
met?  

2016-17 
PCL 
met? 

2017-18 
PCL 
met? 

2018-19 
PCL 
met? 
(forecast) 

2019-20 
PCL 
met? 
(forecast) 

Cumulative ODI 
(outperformance payment 
or underperformance 
penalty) 

£m to 4 decimal places 
2012-13 prices, net of tax 

Total 
cumulative 
financial 
ODI 

 

1 PR14SRNWSWW_1 Wastewater asset health Yes Yes Yes Yes Yes 0 0 0 

1a PR14SRNWSWW_1a Category 3 pollution incidents Yes Yes Yes Yes Yes 0 0 0 

2 PR14SRNWSWW_2 Internal flooding incidents No No Yes Yes Yes 0 0 0 

3 PR14SRNWSWW_3 External flooding incidents Yes Yes Yes Yes Yes 0 0 0 

4 PR14SRNWSWW_4 Sewer blockages Yes Yes Yes Yes Yes 0 0 0 

5 PR14SRNWSWW_5 Odour complaints (Portswood and 
Tonbridge treatment works) 

- - - No No 0 -1.7380 -1.7380 

6 PR14SRNWSWW_6 Wastewater treatment works numeric 
compliance 

No No No No No 0 0 0 

7 PR14SRNWSWW_7 Proportion of energy from renewable 
sources 

- - - Yes Yes 0 0 0 

8 PR14SRNWSWW_8 Bathing waters with “excellent” water 
quality (Part 1) 

No No No No No -1.4580 0 -1.4580 

9 PR14SRNWSWW_9 Bathing waters with “excellent” water 
quality (Part 2) 

- - - Yes Yes 0 0 0 

10 PR14SRNWSWW_10 Bathing waters with “excellent” water 
quality (Part 3) 

- - - - Yes 0 0 0 

11 PR14SRNWSWW_11 Serious pollution incidents (category 1 
and 2 incidents) 

Yes Yes Yes No No 0 0 0 

12 PR14SRNWSWW_12 Avoiding blocked drains Yes Yes Yes Yes Yes 0 0 0 

13 PR14SRNWSWW_13 Thanet Sewers - - - - Yes 0 0 0 

14 PR14SRNWSWW_14 Woolston STW - - - - Yes 0 0 0 

15 PR14SRNWSWW_15 Millbrook sludge - - - - Yes 0 0 0 

1 PR14SRNHHR_1 First time resolution of customer contact No No No No No 0 0 0 
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No. 
 

ID 
(e.g. W-A1) 

Performance commitment 2015-16 
PCL 
met?  

2016-17 
PCL 
met? 

2017-18 
PCL 
met? 

2018-19 
PCL 
met? 
(forecast) 

2019-20 
PCL 
met? 
(forecast) 

Cumulative ODI 
(outperformance payment 
or underperformance 
penalty) 

£m to 4 decimal places 
2012-13 prices, net of tax 

Total 
cumulative 
financial 
ODI 

 

2 PR14SRNHHR_2 Meeting customers individual needs Yes Yes No No No 0 0 0 

3 PR14SRNHHR_3 Awareness of water hardness Yes No No No No 0 0 0 

4 PR14SRNHHR_4 Where your money goes Yes No No No No 0 0 0 

5 PR14SRNHHR_5 Billing queries No No No No No 0 0 0 

6 PR14SRNHHR_6 Take up of assistance schemes Yes Yes Yes Yes Yes 0 0 0 

7 PR14SRNHHR_7 Value for money Yes No No No No 0 0 0 

8 PR14SRNHHR_8 Service incentive mechanism - Yes Yes - - 0 -36.4000 -36.4000 

Total cumulative financial ODI -1.7520 -31.2630 -33.0150 

 

Table 4.2: PR14 Service Incentive Mechanism (SIM) Performance  

SIM Performance 2015-16 2016-17 
 

2017-18 
 

Total annual SIM score (out of 100)  73  78 79 
  



 
 

 
Page 23 | 26 

Appendix 5: PR19 proposed performance commitments  

Table 5.1: Common Performance Commitments 

No. ID 
(e.g. W-
A1) 

Common performance commitment 2019-20 
forecast 
actual level 

2024-25 
proposed 
PC level 

ODI type In period / end 
of period ODI 

2019-20 to 2024-
25  

% change 
(leakage and PCC 
PCs) 

1 WN02 Water quality compliance – the DWI’s Compliance Risk Index (CRI), 
a score greater than or equal to zero, where zero is least risk 

2.65 0 Under In-period  

2 WN03 Water supply interruptions – average supply interruption greater 
than 3 hours (minutes per property) 

00:06:11 00:05:30 Out & under In-period  

3 WN05 Mains bursts – number of water mains bursts per 1,000 kilometres of 
total length of mains 

130 86 Out & under In-period  

4 WN06 Unplanned outage – proportion of unplanned outage of the total 
company production capacity (%) 

7% 3% Under In-period  

5 WN04 Leakage – mega litres per day (Ml/d), three-year average 105.4 89.6 Out & under In-period 15% 

6 WR01 Per capita consumption – average amount of water used by each 
person that lives in a household property (litres per person per day) 

131 120 Out & under In-period 8.4% 

7 WR02 Risk of severe restrictions in a drought – percentage of the 
population the company serves that would experience severe supply 
restrictions (e.g. standpipes or rota cuts) in a 1-in-200-year drought 

0.00% 0.00% NFI   

8 WWN05 Treatment works compliance – % compliance with environmental 
permits at water and wastewater treatment works (EA’s EPA definition) 

99.03% 100.00% Under In-period  

9 WWN01 Internal sewer flooding – number incidents per year  398 350 Out & under In-period  

10 WWN04 Sewer collapses – number per 1,000 kilometres of sewer  5.78 5.48 Under In-period  

11 WWN02 Pollution incidents – category 1-3 pollution incidents per 1,000km of 
sewerage network, as reported to the EA and NRW  

29.2 20.0 Out & under In-period  

12 WWN03 Risk of sewer flooding in a storm – percentage of population at risk 
of sewer flooding in a 1-in-50-year storm  

12.42% 12.42% NFI   
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Appendix 6: Expenditure 

Table A6.1: Totex 

Total expenditure  PR14 final 
determination 

Proposed for 
PR19 

Water network plus (£m) 2017-18 FYA 
(CPIH deflated) 

848 
1,098 

Water resources (£m) 2017-18 FYA 
(CPIH deflated) 129 

Wastewater network plus (£m) 2017-18 FYA 
(CPIH deflated) 

2,103 
2,401 

Bio resources (£m) 2017-18 FYA 
(CPIH deflated) 208 

Residential retail costs  (£m) Outturn (nominal 
prices) 269 231 

TOTAL  (£m) 3,220 4,067 

 

Table A6.2: Direct Procurement for Customers (DPC) proposals 

No.  Project name  Total project cost (£m) 
2019-20 to 2049-50  
2017-18 FYA (CPIH deflated) 

1 Potential to apply for Fawley Desalination Plant** £100m+ (Totex) 

   

**The Fawley Desalination Plant scheme is still in the early stages of development. The 
project has only recently passed through a phase of public enquiry. We considered it not 
efficient to engage the markets at this stage for construction and funding while the project 
was going through a public enquiry.  Will propose to engage markets to allow us to perform 
our value for money assessment so making a final decision by July 2019. 
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Appendix 7: Trust, confidence, and assurance 

Please explain how the company’s full Board has demonstrated that its governance and assurance processes will deliver 
operational, financial and corporate resilience over the next control period and the long term. 

Please explain how the company’s full Board has assured themselves that the business plan will enable trust and confidence, 
including how the company’s Board has taken account of the decisions Ofwat set out in its decisions for PR19 business plans 
to put the sector in balance.  

[max. 400 words] 

 

Board ‘living and breathing’ the plan, ensuring it delivers operational, financial and 
corporate resilience.    

In the 12 months to submission alone: 
§ 11 dedicated PR19 Board Engagement 

days of co-creatiion and challenge  
§ 33 PR19 Board subcommitte meeting 

§ standing agenda items at all formal 
monthly Board meetings  

Specific action taken: 

§ Dedicated governance and assurance framework established for PR19: PwC 
appointed strategic assurance partner; 21 separate components of the plan subject 
to independent assurance; Assurers reported directly to Board 

§ Strengthened corporate governance and launched culture change programmes 
to address past challenges  

§ Established PR19 Board subcommittees: Customer engagement and insight; 
Efficiency and delivery; Regulation, finance and pricing; and Assurance (in addition to 
standing committees) 

§ Appointed a ‘Challenge Panel’ of prominent, independent, global subject-matter 
experts to inject new thinking  

Additionally: 
§ Our CCG provided continuous external challenge, focusing on the quality of our 

customer and other stakeholder engagement 

§ Adopted 'three lines of defence' assurance model for the plan 

§ Resilience risks managed through company’s risk system and discussed 
quarterly with Audit and Risk Committee 

§ Improvements planned for monitoring operational resilience risks, including 
development of ‘leading indicators’. The Executive will monitor and escalate to Board 
as necessary 

§ Holistic resilience assessment for Board on an annual basis. 

Governance and assurance that delivers resilience 
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Board overseeing a five-pronged approach to developing customer trust and confidence to 
ensure we put customers at the heart of everything we do: 

1. New and effective customer engagement strategy 

2. Customer experience that is refreshingly easy to deal with 

3. Developing principles on how we communicate with customers in future on the 
issues that matter to them and in ways that will engender trust 

4. Developing a performance commitment on trust, based on our research into what 
matters to our customers when they think about trusted companies they use 

5. Responding to financial and structural issues that are identified as reducing trust. 

 

In “putting the sector back in balance” we have:  

 

§ Recently completed large scale research with over 1,000 
customers and stakeholders on how to engender trust 
 

§ Reoganised to ensure independent non-executives 
form largest single group on the Board and a chair 
who is fully independent of the shareholders 

 

§ Adopting best practice in ethical business regulation 
and public sector values 

 

§ Announced re-structuring and re-financing of 
company and its holding structure to ensure greater 
equity buffer available to resist shocks. 

 

§ Set out proposals to review and refine our dividend 
policy using Ofwat’s four principles 

 

§ Introduced and published in our annual report a new 
policy on executive performance-related pay aligned 
to delivery of customer outcomes  

 

§ Announced closure of our Cayman Islands subsidiary and committed to making 
our structure and UK tax status more transparent and easier to understand. 

 

 

Action to secure trust and confidence 

We asked one 
thousand customers… 
 
Top five factors that 
positively influence 
trust: 
1. Doing what we say we 

will do  83% 
2. Being fair 80% 
3. Being open and 

upfront 76% 
4. Constantly delivering 

good service  74% 
5. Effective customer 

care 73% 
 
Top five factors that 
negatively influence 
trust 
1. Consistently poor 

service  73% 
2. Poor customer care 

65% 
3. Profiteering 56% 
4. Unfairly high executive 

pay 51% 
5. Unexpected price rises 

48% 
 


