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Introduction

This document presents the findings 
of our Risk, Strengths and Weaknesses 
review and Draft Assurance plan for 
our performance reporting 2018–19. 
Both are key elements of our annual 
assurance cycle which seeks to build 
trust and confidence in our reported 
performance with our customers, 
regulators and other stakeholders. 

We are now in the fourth year of our 2015–20 
business plan which sets out the promises and 
performance commitments that we made to 
our customers. In addition to ensuring that our 
performance data is transparent and accurate, 
we also seek to ensure that customers and 
stakeholders can access and understand 
relevant information.

Southern Water is required by Ofwat to publish 
details of assurance procedures it has put in 
place for non-financial annual reporting and to 
engage with customers and stakeholders on 
risks, strengths and weaknesses in relation to 
the provision and assurance of performance 
information.  

Background
In 2016, our regulator, Ofwat told us that the 
standard of some of the information we make 
publicly available fell short of its desired 
standards. We have worked hard since then to 
address those concerns, and in its 2017 report, 
Ofwat recognised some areas of significant 
improvement. However, we know there is still 
a way to go to regain Ofwat’s trust and inspire 
the confidence of all our stakeholders in our 
reporting processes. 

This document is one of three documents  
relating to assurance that we publish during 
the year as part of our annual reporting for 
customers, stakeholders and regulators:

•  Statement of Strengths Risks and 
Weaknesses and Draft Assurance Plan for 
consultation (this document)

•  Final Assurance Plan (in March 
taking on board comments from this 
consultation) 

•  Data Assurance Summary (in July with our 
Annual Performance Report)

All three documents focus on the quality of  
our information reporting and governance.  
The 2017–18 versions can be found at 
southernwater.co.uk/our-reports.

Content
This document is presented in three parts:

•  Our overall approach to assurance and 
the improvements we have put in place 
to better organise, deliver and assure our 
performance reporting. 

•  Risks, strengths and weaknesses in relation 
to the way we provide our performance data 
and advisory information to customers and 
other stakeholders including feedback from 
customers and stakeholders on the quality 
and accessibility of information. 

•  Our Draft Assurance Plan for our assurance 
of our performance reporting for 2018–19 
period based on the statement of risks, 
strengths and weaknesses. 

How to respond
Once you have read this document, we would 
like you to tell us if you think we are doing 
the right things. You can do this by providing 
comment on the Draft Assurance Plan set out  
at the end of this report. 

The results of this consultation exercise 
will inform our Final Assurance Plan, to be 
published on 31 March 2019. It will also shape 
the reporting of our performance information 
in our Annual Report and Financial Statements 
2018–19 which is due for publication in July 
2019.

We therefore invite customers and stakeholder 
views. 

The deadline for responses is 31 January 
2019. Any comments can be sent to: 
regcorrespondence@southernwater.co.uk.
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1. Our Approach to Assurance 
In this section, we set out why 
data assurance is important, our 
approach and improvements 
made as a result of feedback from 
internal reviews, external assurance 
and previous engagement with 
customers and other stakeholders.

1.1. Why data assurance is important
Information is central to trust and confidence 
in the water sector. Accurate information 
forms the basis for open and honest 
conversations between water companies 
and their customers, other stakeholders and 
regulators that ultimately leads to delivering 
the outcomes they want. 

We take full responsibility for the information 
we publish on our performance and seek 
to provide confidence to customers and 
stakeholders through a transparent approach 
to data assurance. This assurance provides 
confidence in our reported performance and 
the delivery of promises made in our 2015–20 
business plan.

In the last couple of years, we and our 
regulators have identified a number of areas 
where certain areas of our historic reporting 
were inaccurate and our assurance was not 
up to the standards we owe our customers. 
We know we need to deliver a greater level 
of confidence than achieved in the past 
and we continue to work hard to secure 
stakeholders’ trust. In addition to our own 
internal assurance, our performance data is 
assured by an independent assurer.  For the 
last 2 years, PricewaterhouseCoopers (PwC) 
has undertaken this work on our behalf.  During 
2018–19 we will continue with this arrangement.

1.2. Three lines of defence
We have revised and enhanced our ‘three 
lines of defence’ framework for our reporting 
governance and assurance activity. This sets 
out to assure performance information by 
applying multiple levels of control. 
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The revised and enhanced framework has had 
an immediate impact on our data assurance 
activity. Detailed end to end process reviews 
of our operational and reporting processes 
are in progress, which is enabling prioritised 
improvements to be implemented in relation 
to our reporting to Ofwat. Additional internal 
assurance is also supporting reporting to the 
EA and DWI as well as our public reporting.

Table 1. Our ‘three lines of defence’ assurance model

Lines of defence Business function Activities

First 

Business  
operations

Wholesale Water, Wholesale 
Wastewater, Engineering 
and Construction, Customer 
Services.

•   Developing and maintaining sound processes and controls over operations

•  Reporting financial and operational performance measures including our 
performance commitments and other external regulatory measures

• Ensuring data quality and integrity over information

• Assessing changes in risk profiles and implementing mitigating actions

•  Integrating all compliance requirements into day-to-day operations and 

monitoring adherence

Second 

Oversight  
functions

Compliance and Asset 
Resilience  Directorate,

Subject Matter Experts,  
Audit and Risk

•  Liaising closely with wider business to ensure activities are controlled and 
effectively operated

•  Setting policy and procedures

•  Ensuring the ongoing challenge, monitoring, assurance and governance of 
business operations

•  Reviewing regular and ad hoc performance reporting

•  Identifying risks and enabling risk management processes

•  Gathering industry intelligence and linking closely with regulators and 
stakeholders

•  Building compliance and resilience into our water and environmental processes

•  Standardising data governance and reporting

Third 

Independent 
assurance

External Assurance Providers

Internal Audit

•  Completing reviews of processes, control monitoring, data quality and systems 
through ongoing testing and assurance of key processes using a risk-based 
approach

•  Completing third party risk-based assurance of financial and regulatory accounts 
and performance information

•  Linking closely with first and second lines of defence and activity on issues 
identified or reported

1.3. Culture change
Southern Water is committed to driving structural 
and cultural change to support the development 
of a modern, transparent and ethical compliance 
framework. Changes are being implemented 
to improve and strengthen both resilience and 
compliance and this will also help strengthen  
our reporting processes and systems.  
Some of the more significant changes include: 

•  Refreshing our company vision, purpose  
and values

•  Implementation of a Modern Compliance 
Framework which provides a structure to 
manage compliance across our business

• Refreshing our Code of Ethics

•  Developing and rolling out training in  
values based ethical business practices  
and decision making.  

We apply internal controls and have processes 
in place to mitigate the risk of supplying 
incorrect or inaccurate information on all our 
non-financial regulatory reporting. Table 1 
describes the activities undertaken by each 
line of defence.
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This year, our external assurance includes, 
for the first time, a mid-year audit of reporting 
processes and data. This reviewed our 
processes, controls and performance 
information. The issues identified will be 
addressed ahead of gathering and processing 
data for our published 2018–19 performance 
report. We are now putting all of our assurance 
plans into a three year programme of work, 
which will be a risk-based programme of 
internal and external assurance. 

As part of strengthening our reporting and 
assurance processes, we welcome feedback 
from customers, stakeholders and regulators 
on our performance and the information we 
provide in our publications, on our website 
or in direct conversation. Each year, we seek 
feedback and use these insights to understand 
our risks, strengths and weaknesses in relation 
to the information we provide. In table 2 
below, we summarise the key feedback and 
improvements delivered as a result of last 
year’s engagement 2017–18.

Table 2: How we used customer and stakeholder feedback to improve the information we provided during 2017–18

Key themes of response Comments received We committed to and delivered

Our reporting needs to... 
stay accessible

Notable shift from all of the water companies 
towards making their documents more engaging, 
but recognise difficulty in engaging customers on 
performance information (CCW).

Bite-sized annual report welcomed (by the 
conservation organisation, WWF). Format, look and 
feel of annual report were good (EA).

Noticeable effort to make published information more 
accessible. But tendency to slip into jargon. Also need 
to consider how we make our financial information 
more accessible (CCG).

Our publications will be in plain English.

We have conducted customer engagement research 
to test the way in which we present information to 
customers and we are using this to identify and deliver 
improvements.

We are using a broad range of channels to 
communicate with customers including our website, 
social media and direct conversations.

Our reporting needs to... 
be consistent across 
all channels and to all 
stakeholders

Our regulators expect our Annual Performance 
Report to be consistent with the regular performance 
information they receive (EA, CCW).

Our CCG like the visibility of our monthly management 
dashboard which sets out how we are performing 
against our commitments and enables them to 
challenge us.

Pleased that companies are working together to 
improve the consistency of reporting across the 
sector. This is to be applauded (EA).

More information is required on the metric definitions 
as well as contextual information to aid customers’ 
understanding of overall performance (EA).  

We are continuing to ensure that our reporting is 
consistent across all channels and between all 
stakeholders.

We have provided customers and stakeholders with 
comparative information by including a link to Discover 
Water on our website.

We will provide a glossary in our Annual Performance 
Report which provides definitions of the metrics 
included.

Our reporting needs
to show a fair balance 
of good news and 
challenges that have 
been addressed, and 
should show how our 
performance compares 
to other companies

Case studies of how we have improved our 
performance were well received (all).

But there was too great a focus on positive stories 
over negative (WWF).

We have committed to ensuring our reporting presents 
a fair balance of both our success stories and our 
challenges, including providing examples of where we 
have directly addressed a performance challenge.

1.4. Strengthening our reporting 
and assurance processes
We seek to continuously improve our reporting 
and assurance processes based on our own 
internal reviews and feedback from customers 
and stakeholders. This is a priority for our 
Executive Leadership Team and Board who 
receive regular updates on progress.

Historically, our information assurance 
processes have focused on the year-end when 
we publish performance data. This year, we are 
giving our internal monthly reporting processes 
a similar level of rigour to our annual published 
performance report. 

We are also seeking to simplify our internal 
processes for reporting and to enhance 
controls to improve the reliability and accuracy 
of performance data.  Our assurance work 
includes key performance reporting for our 
quality regulators (including DWI and EA) as 
well as data reported to Ofwat and CCWater. 
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2. Risks, Strengths and Weaknesses 
In this section we set out our 
engagement with customers, 
stakeholders and regulators. Based 
on their feedback and our own 
review, we make an assessment of 
our risks, strengths and weaknesses 
in relation to the information we 
provide on our performance.

Part of building trust with customers and 
stakeholders requires us to provide information 
about our performance in way that is accurate, 
reliable, clear, transparent and accessible. We 
understand that the heart of our business is the 
relationship we have with our customers, and 
how we communicate is just as important as the 
services we provide.

In addition to supplying accurate company  
data, we ensure that our stakeholders can 
access and understand important guidance  
that is specifically relevant to them. For 
instance, customers can see how we work out 
their bills and follow advice that is available  
on a range of topics at southernwater.co.uk. 
We also strive to provide property developers 
in our region with information on new 
regulations that will affect them. 

Given the importance of our communications, 
we have processes in place to gather feedback 
to make sure we are getting them right. 
The diagram below shows how we gather 
observations from our regulators, customers 
and stakeholders and how we respond to 
feedback.

1

We set detailed targets in  
our business plan 2015–20.

We invite your views on the  
way we have presented and  

assured this information.

3

6

We use the consultation  
feedback to inform our  
Final Assurance Plan.

In July each year we report progress 
against these in our Annual Report.

2

We use all this insight  
to develop our Statement  

of Risks, Strengths and  
Weaknesses, and  

Draft Assurance Plan  
for consultation.

Ofwat publishes its view of the 
quality of companies’ reporting 

in its Company Monitoring 
Framework assessment. This 

normally happens in November but 
this year is happening in January 
2019 to accompany the feedback 
on our business plan submission 

for the period 2020–25.

7

Our Final Assurance Plan is  
published by the end of March and  
sets out the approach we take to 

deliver our July annual report.

5

Our 
engagement 

journey
4

We’re 
here

As part of our annual assurance cycle we 
engaged with our stakeholders. We have taken 
guidance from Ofwat on the scope of this 
engagement and have sought to understand: 

•  customers and stakeholders’ current 
concerns about information that is reported 
by the company

•  how important the information is to different 
customers and stakeholders.

•  how customers and stakeholders use 
information

•  whether customers and stakeholders 
would like information to be presented in a 
different way or require further information.



Page 8 Statement of Risks Strengths & Weaknesses and Draft Assurance Plan in relation to our performance information

2.1 Feedback from customers
As part of our annual assurance process 
we carried out a survey of our customers, 
which took place in August 2018. The survey 
was open to our customers, employees and 
stakeholders and we received a total of 409 
responses. Overall, the feedback was positive 
and the key points are summarised in table 3.

Table 3: Our feedback from our survey of customers, employees and stakeholders

We asked about Customers told us Our commitments

Customers and 
stakeholders’ current 
concerns about 
information that is 
reported by the company

87% of respondents were satisfied with the 
information we provide.

For a small number who did not consider themselves 
satisfied, the comments received indicated:

•  They had not visited our website and did not know 
what information was available.

•  Some information on the website is out of date.

•  We did not communicate well enough during major 
incidents. 

We commit to engaging with stakeholders so that they 
will visit our website to learn more about what we do.

We commit to ensuring that our website holds current 
and useful information.

We commit to improve our customer interactions as part 
of major incidents. We have included improvements to 
how we do this as part of our response to the Ofwat 
consultation on the freeze/thaw event southernwater.
co.uk/freeze-thaw-response

How important the 
information is to 
different customers and 
stakeholders 

We asked respondents to indicate which sets of 
information we provide interested them the most.  
The top ranked responses were:

1.  Our plans for the future

2. Information about Planned and Emergency Works

3. Our Performance

We also asked respondents which sets of information 
did not interest them. 

We are committed to ensuring that information in 
relation to our plans for the future and performance are 
easily obtained from our website: 

Business Plan: southernwater.co.uk/our-reports
Annual Performance Report:

southernwater.co.uk/our-annual-accounts
We are reviewing how to improve the information we 
provide to customers on planned and emergency 
works including our response to major issues such as 
the action plan in relation to this year’s freeze/thaw 
event.

How customers and 
stakeholders use 
information 

Respondents told us that our information is used in 
the context of their work, for a company overview and 
for their personal finances.

We commit to making sure that the information 
available on our website is useful, up to date and 
accurate.

Whether customers and 
stakeholders would 
like information to be 
presented in a different 
way or require further 
information

87% of respondents told us that they were satisfied 
with the media we use to provide information.

Of those who said that they were not satisfied with 
the information we provide, the responses were 
focused on the breadth of information available on our 
website. Respondents suggested improvements could 
be made on information relating to major disruptions 
and customer information.

We have placed a link on our home page to ‘works in 
your area’, which provides more information by area.  

Launching ‘Make it Count’, an initiative which aims 
to provide customers with greater accessibility to 
information, data, services and support through their 
channel of choice. 
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2.2. Feedback from 
stakeholders and regulators
We know that the role of our regulators 
including Ofwat, the Drinking Water 
Inspectorate (DWI), the Environment Agency 
(EA), and the Consumer Council for Water 
(CCWater) is of paramount importance to the 
effective operation of the water industry. It 
is critical that conversations on performance 
between water companies and our customers 
and other stakeholders is underpinned by 
accurate information. It is therefore key for us to 
understand regulators concerns and work with 
them effectively.

Employees at all levels of the company 
meet with our regulators routinely to share 
information. We believe that strong working 
relationships are crucial to helping us meet our 
regulators’ requirements, so we are pleased 
that we are building on our many positive 
consultations and exchanges with them. We 
also work closely with our Customer Challenge 
Group (CCG) who help to ensure that our plans 
meet the needs of our end customers.

We shared with our stakeholders our Data 
Assurance Summary and Annual Accounts 
for 2017–18 as well as a review of our risks 
and asked that they challenge us so we can 
continue to drive improvements. Table 4 below 
summarises some of the feedback we received. 

Table 4: Feedback from our key stakeholders

Stakeholder groups Feedback

Customer Challenge 
Group (CCG) – formerly 
referred to as the 
Customer Advisory Panel

The CCG indicated their interest in the quality of the integrity of key performance information relating to 
outcome delivery incentives (ODIs) and performance commitments. The CCG agreed with the proposed areas of 
focus of our mid-year assurance for 2018–19 and requested more visibility of the content of the draft assurance 
plan in early 2019. 

Environment Agency  
(EA)

The EA were updated on the content of our mid-year assurance programme. The EA highlighted our Abstraction 
Incentive Mechanism (AIM) as an area that they would like us to provide more assurance over. In addition the EA 
indicated that we should look to carry out assurance of new Southern Water specific metrics that will apply to us 
from 2020 onwards.

CCWater We provide data to CCWater on a quarterly basis as well as our annual performance reports. They value both 
the data and the associated commentary which is used to discuss performance and they expect us to highlight 
changes and issues. CCWater expect this data to be accurate and provided in a timely manner. They noted that 
there have been occasions where we have provided incorrect data although no more than other companies and 
last year there was only one amendment to the internal flooding figure. 

CCWater believe that the customer facing communications are good sources of information and publications 
are generally engaging and clear. They also use the website and highlighted that this is important to customers. 
The messaging is generally clear and they liked our communication during the summer in relation to using 
water wisely. However, CCWater would like us to improve the speed of updates when incidents take place and 
specifically referred to the freeze-thaw event.

2.3. Drinking Water Inspectorate (DWI)
We are working to improve the transparency 
of data and robustness of reporting through 
our ‘Water First’ initiative. This is a risk-based 
programme of improvement being delivered 
collaboratively between our Compliance and 
Asset Resilience directorate, Wholesale Water 
Services directorate, our IT team and our Data 
team. 

‘Water First’ includes conducting a risk 
based review of the monitoring, procedures, 
and manual intervention involved in all 
critical information systems in relation to the 
management and reporting of our water quality 
business performance. In addition we are also 
carrying out an end-to-end risk based review of:

•  Water Supply Works online water quality 
monitoring instrumentation and other 

monitoring infrastructure

•  Water apparatus measuring flow

•  Network communications IT infrastructure

•  Core information management systems

•  Data and information management

Using the information gathered, an 
improvement plan has been finalised. This 
programme of work has been designed in 
co-operation with the DWI and allows us to 
provide greater transparency and consistency 
in our corporate reporting and deliver a 
stable and sustainable platform upon which 
to manage performance within the business. 
This is underpinned by our broader culture 
change programme which focuses on a values 
based ethical business practices, trust and 
transparency to ensure compliance.
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2.4. Environment Agency (EA)
We provide a significant amount of data to the 
EA about the performance of our assets and any 
wastewater or sewage discharges we make into 
what is known as the ‘water environment’ such 
as rivers, streams and coastal waters.  

Southern Water is required to provide to the 
Environment Agency the number, and details, 
of Category 3 Pollution Incidents, and report 
wastewater treatment works compliance. In 
our 2016–17 and 2017–18 Annual Performance 
Reports and 2016–17 and 2017–18 Data 
Assurance Summaries, we indicated that our 
external assurers PricewaterhouseCoopers 
(PwC) were unable to obtain the necessary 
evidence to support the accuracy of the 
following wastewater metrics:

•  WW1a: Category 3 pollution incidents;

•   WW1: Wastewater asset health Wastewater 
treatment works population equivalent 
compliance; and

•  WW6: Wastewater treatment works numeric 
compliance

Following the work we have been doing to 
enhance our processes and systems, we are 
now on track for these metrics to be assured by 
PwC in 2018–19.

As disclosed in our Annual Report for 2017–18, 
the company faces investigations by the 
Environment Agency regarding the performance 
of certain wastewater sites and an investigation 
by Ofwat into the performance of our 
wastewater treatment sites and the reporting 
of relevant compliance information, focussed 
on the years from 2010 to 2017. We are working 
proactively with the Environment Agency and 
Ofwat to resolve their investigations which 
are still evolving. In relation to the ongoing 
investigations by Ofwat, the Environment 
Agency and the company itself, the company 
has recently adopted the prudent course of 
bringing the matter to the attention of the law 
enforcement authorities.

The Ofwat investigation could result in Ofwat 
taking enforcement action. This may include the 
imposition of a fine, which could be material in 
nature as Ofwat can impose a financial penalty 
of up to 10% of turnover of the relevant area of 
the business for each breach dependent on the 
severity of the findings of the investigations. It is 
possible that the other investigations may also 
result in fines being imposed. We are, however, 
committed to ensuring that our customers are 
not disadvantaged as a result of these matters.  
We are exploring direct customer reparation 
schemes which, consistent with some recent 

regulatory precedents for different matters (where 
reductions in customer bills or agreed additional 
expenditure have been agreed), may result in 
mitigation of some direct financial penalties.                                                                              

The company has also revisited the reporting of 
the Wastewater Treatment Works number of failed 
works and population equivalent performance 
measures provided in previous years. We have 
been performing a review of the relevant reported 
wastewater data for the years from 2010 to 2017. 
Whilst we have had that review independently 
verified, it is subject to a number of limitations and 
variable factors. We have very recently engaged 
in a discussion with Ofwat regarding the initial 
findings from the review and the consequences in 
relation to potential serviceability and Outcome 
Delivery Incentive penalties that should have been 
applicable in respect of AMP5 and AMP6. 

Our new Compliance and Asset Resilience 
directorate is leading improvements in our 
business processes and systems, governance and 
controls as well as data integrity and the planning, 
scheduling, monitoring and performance reporting 
to the Environment Agency and Ofwat. Further 
information on this programme can be found in our 
Final Assurance Plan 2018, which is available on our 
website southernwater.co.uk/our-reports.

Similar to our ‘Water First’ programme, we have 
implemented an ‘Environment+’ improvement 
programme. This programme of activity is a 
collaboration between our Compliance and 
Asset Resilience Directorate and our Wholesale 
Wastewater Services Directorate. The risk-based 
programme of improvements aims to minimise our 
impact on the environment and complements work 
on ethical business practice and culture change. It 
also includes improvements in risk management, 
on-site hazards assessments and maintenance 
strategy in addition to asset improvements.

Priority work as part of the Environment+ 
information management work stream is focused 
on wastewater spill reporting and wastewater 
final effluent compliance monitoring. A number of 
elements in the plan are targeted on improving 
information management - our ability to report our 
performance and include: detailed end-to-end 
process reviews of all our wastewater regulatory 
reporting and business processes to ensure 
compliance reporting to regulators, and increased 
internal review and assurance. The process reviews 
are producing action plans which are strengthening 
our first and second line assurance processes, 
identifying and remediating single points of 
failure, seeking to minimise manual intervention 
in processes, and highlighting opportunities for 
process improvement through IT and data analytics 
interventions.
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Table 5: Ofwat 2017 CMF Assessment: Our Improvements and Assurance

CMF category Ofwat concerns Improvement and Assurance activity

Financial 
monitoring
framework

Ofwat’s review found a 
number of errors which,  
while not material, indicated 
that Ofwat’s reporting 
guidance had not been 
followed completely.

We reviewed our reporting in relation to these areas and introduced additional measures 
to prevent recurrence of these minor errors. 

As part of our assurance process asked our technical assurers, (PwC), to ensure that we 
have addressed each of Ofwat’s concerns. 

Our financial auditors Deloitte assured this as part of their 2017–18 assurance and carried 
‘agreed upon procedures’ on our Financial Monitoring.

Outcomes There was clear evidence 
of our reporting being 
transparent and accessible, 
with our website and 
annual report providing well 
presented, clear and easy 
to understand performance 
information.

There was clear evidence 
of wider assurance to 
demonstrate that we are 
listening to customers. 
However, concerns were 
raised over issues we have 
had with gaining technical 
assurance on some of our 
wastewater performance 
metrics.

We have undertaken further technical assurance. As a result of the technical assurance 
we restated our performance for wastewater treatment works numeric compliance and 
population equivalent compliance for 2016. 

PwC carried out external assessment under ‘agreed upon procedures’ of our wastewater 
performance metric for Category 3 pollution incidents and our wastewater performance 
metrics for wastewater treatment works population equivalent compliance and 
wastewater treatment works numeric compliance for 2017. 

We completed end to end reviews of processes for reporting wastewater metrics to 
identify and deliver improvements. We commissioned PwC to undertake 2018–19 mid-
year assurance of our processes and year to date data. Their feedback highlighted 
significant improvement in comparison to the 2017–18 year end and identified areas for 
further improvement which are now being implemented.

Casework Ofwat has raised concerns 
with the need to seek 
additional clarification on two 
open cases.

We developed and embedded new procedures. PwC reviewed this area in 2017–18 and 
made recommendations for further improvements to the review, approval and sign off of 
third party services which were implemented.

The 2017 CMF retained our “prescribed status” 
and focused on three areas. These are outlined 
in Table 5:

.2.5. Ofwat
Ofwat’s Compliance Monitoring Framework 
(CMF) summarises Ofwat’s view of their 
experience with Southern Water over the year 
and of our Annual Performance Report.

As part of its company monitoring framework, 
Ofwat specifies the minimum level of 
information that companies are required to 
report. It also carries out an annual assessment 
of each company placing them into one of three 
categories:

•   Self-assurance – companies that Ofwat 
trusts to deliver their own assurance 
arrangements.

•  Targeted assurance – companies that 
Ofwat believes need some external 
oversight to improve reporting and 
assurance procedures in some areas.

•  Prescribed assurance – companies that 
Ofwat believes require wider external 
intervention to build confidence in the rigour 
of their reporting and assurance activities.

Our 2017–18 Annual Performance Report 
was published in July 2018 and detailed our 
performance over the year as well as looking 
ahead to the future. The 2108 CMF result will 
be provided by Ofwat at the end of January 
2019 and, in addition to assessing our 2018 
performance reporting, will include their initial 
assessment of the Business Plan for 2020–25 
that we published in September 2018. 

In late February to early March 2018, we 
experienced a Freeze/Thaw event. This led 
to 7,700 (0.33%) of our customers being out 
of supply for up to four hours and 2,246 (0.1%) 
of our customers being out of supply for up to 
three days.

We have since carried out an internal review 
to understand the root causes. Some of the 
challenges we faced were being addressed 
by programmes and initiatives in flight prior 
to the Freeze/Thaw event. In other areas, we 
have learnt lessons and have re-scoped our 
transformation programmes to respond directly 
to specific challenges identified by the Freeze/
Thaw event.

In addition, we are working with Water UK to 
collaborate more broadly on issues such as 
bulk supply, bottled water, non-household 
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2.6. Summary of Risks, 
Strengths and Weaknesses
We have made significant improvements to 
the collection, reporting and presentation 
of performance information based on our 
own review and feedback from customers, 
stakeholders and regulators. However, there 
are areas where we need to do better.

Summarised below are the main risks, strengths 
and weaknesses in relation to performance 
reporting:

Our risks

•   Maintaining high-quality regulatory and 
statutory reporting.

•    Meeting the stringent assurance and 
reporting requirements for the next five-year 
business plan. 

•    Ensuring we respond in an effective and 
timely manner to regulators’ concerns.

Our strengths

•   The establishment of new organisational 
teams to improve compliance, resilience 
and data governance. Increased internal 
and external resources and focused 
leadership on improving assurance in 
relation to the performance information we 
collect and publish.

•  A continuous improvement programme 
for annual assurance which includes data 
returns to the DWI and EA metrics.

•  Improved quality and transparency in 
respect of our reporting in our annual report 
and on our website. 

•  A greater focus on engagement with our 
stakeholders and regulators and more 
collaborative relationships with customer 
representatives and regulators which 
includes regular updates on compliance 
and performance with our Customer 
Challenge Group (CCG).

Our weaknesses

•   Fragility of our information management 
systems and the complexity of processes 
which underpin some of our difficulties in 
reporting our performance. 

•  Detailed end to end process reviews have 
identified complex data flows which require 
simplification and additional controls, 
improvements to IT systems and to improve 
data accuracy.

•  A previous lack of clarity of roles and 
responsibilities in our first and second lines 
of assurance.

•  A need to reinvigorate our overall 
framework for regulatory reporting including 
training supported by ethical business 
practices and culture change.

•  We were previously unable to fully assure all 
of our data returns and have had to re-state 
performance in relation to our wastewater 
treatment compliance metrics.

•  Our communication with customers during 
major incidents needs to be improved.

retail and mutual aid. Our plan responds 
directly to issues raised in Ofwat’s report and 
focuses on immediate key priorities which will 
deliver meaningful results for our customers; 
examples include implementing near real-
time operational measures to enable better 
preparedness and proactive stakeholder 
engagement and customer contact, and the 
merger of our customer teams to double the 
number of staff available during an event. We 
were also one of the first water companies to 
introduce an enhanced compensation scheme 
for customers experiencing water shortages 
as a result of this extreme event. Longer term 
initiatives are described in our PR19 Business 
Plan.
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For details of assurance activity 
undertaken in 2017–18, please see 
our Data Assurance Summary dated 
July 2018 on our website (Data 
Assurance Summary July 2018). 

In table 6 below we summarise assurance 
activity which has completed or progressed 
since publication of the data assurance 
summary in July 2018.

In table 7 we outline the main elements of 
our Draft Assurance Plan for 2018–19. Our 
assurance plan is set out in line with our ‘three 
line defence’ framework of assurance as 
described in Section 1 and is also a response 
to the key risks highlighted as an outputs of the 
Risk Strengths and weaknesses report outlined 
in Section 2.  

3. Draft Assurance Plan 

Our draft assurance plan has been focused on 
areas raised on input from our own review and::

•   Our regulators Ofwat, DWI, EA, 

•  Input from our external assurance provider, 
PwC, who have provided targeted advice 
on high risk performance reporting as 
observed in their assurance of our end of 
year reporting in 2018. 

• Customer feedback as outlined in section 2.

Table 6: Assurance update

Significant areas 
for assurance

Summary

Performance 
commitments and 
Outcome Delivery 
Incentives (ODIs) 
2017–18

Our Business Plan for 2015–20 made 26 promises to our customers with a clear set of targets to deliver by 2020. 
We assure these metrics at the year end, ahead of publication in the Annual Report. 

Our technical assurer PwC undertook the 2017–18 review and any data issues identified were addressed prior to 
submission of the Annual Performance Report. 

Actions to improve the regulatory reporting processes for 2018–19 were reported to the Southern Water Board. 
These are being implemented by the company in 2018–19 and progress was reviewed by PwC as part of our mid-
year assurance.  

Business plan 
2020–25: overall 
approach

Our Business Plan for 2020–25 was subject to a range of internal and external assurance prior to publication. This 
included: PwC as our strategic assurers, Deloitte as reviewers of our cost allocation and forecast accounts and 
KPMG as reviewers of our financeability. In addition, we set up a ‘Challenge Panel’ comprising prominent experts 
who commented on specific areas of the plan such as customer service, natural capital and innovation. We also 
utilised assurance support from Jacobs and Oxera who reviewed risk assessed outputs such as our asset valuation 
and cost to serve model. 

Ongoing feedback and recommendations were made by our external assurers throughout the process.  A full list of 
assurers and the outputs reviewed was appended to the business plan. All external assurers provided letters to the 
Board, summarising their findings in order for the plan to be approved for publication. Copies of these letters were 
appended to the Business Plan. 

Our Business Plan for 2020–25 is available on our website: southernwater.co.uk/our-plans-2020-25.

Business plan: cost 
estimation

Jacobs reviewed our methodology for estimating investment costs, before reviewing actual cost estimates in a 
second phase, focusing on higher risk items in our investment plan. Interim findings were communicated to the 
business throughout the assurance process. A final report on this assurance was provided to the board in August 
2018 which confirmed that we had an appropriate approach to cost estimation which was effectively managed 
and controlled. Specific findings included that the methodology was clearly defined and established processes 
demonstrate a good understanding of what was required.

Continued on next page...

3.1 Assurance update 
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Table 6: Assurance update (continued)

Significant areas 
for assurance

Summary

Business plan: 
legacy

Improvements made to the internal technical assurance of our 2016 and 2017 data identified a need to correct 
previously reported performance for both Wastewater Treatment Works – population equivalent and Wastewater 
Treatment Works – number of failed works. As a result of this internal technical assurance work we have re-stated 
elements of our performance with the EA for 2016 and 2017. 

We have been implementing changes to our processes and systems, and putting in place additional internal 
controls and internal assurance. These are being supported by culture change with a focus on value based ethical 
business practices in order to achieve compliance, trust and transparency. This programme is being implemented 
alongside additional technical assurance measures we are applying to our wastewater performance reporting. 
Further enhancements to our internal controls and assurance, and wider improvements to our wastewater 
operations, will enable us to improve the quality of our performance reporting.

Water Resources 
Management Plan 
(WRMP)

The WRMP sets out our long term plans to provide a resilient supply of water to customers in our region. Draft 
plans have been produced with the final version currently due to be published late in Q4 2018–19.

Jacobs reviewed our water demand forecasts and investment costs. Feedback was provided during the process 
allowing us to undertake improvement actions which were reflected in both the WRMP and Business Plan approved 
by the Board. 

PwC carried out assurance of the water resources market information tables; their report dated 3rd October 2018 
confirmed no exceptions were identified.

The revised draft WRMP was published on 3rd September and is available on our website: southernwater.co.uk/
water-resources-management-plan.

The Water Industry
National 
Environment
Programme 
(WINEP)

Business cases were appended to the Business Plan describing how we planned to invest during 2020–25, 
including how we planned to address aspects of the WINEP. Jacobs undertook a review of our investment planning 
process, including selected business cases, and assessed how costs were reported in the relevant data tables.  
Jacobs observed that our approach was appropriate, managed and controlled, and reported their findings to 
the Board in August 2018. A copy of the Business Cases and Jacobs’ letter to the Board were appended to the 
Business Plan. 

We also submitted our WISER (Water Industry Strategic Environmental Requirements) report to the EA in August 
which provided assurance that the business plan included actions, investments and approaches to meet the WISER 
expectations and our statutory obligations. The WISER report aligned to the WINEP programme and was the 
subject of internal assurance prior to publication. 

Freeze/thaw Ofwat required us to submit a report covering the events and proposed improvements in response to the ‘Freeze/
thaw’ event of March 2018. Our ‘response to Ofwat’s Out in the Cold’ report dated June 2018 (ofwat.gov.uk/wp-
content/uploads/2018/06/Thaw-report-FINAL.pdf) was submitted and published on 28 September 2018 and can be 
downloaded at southernwater.co.uk/freeze-thaw-response. We sought feedback from stakeholders, reviewed our 
response procedures and engaged our Customer Challenge Group on this issue. Jacobs undertook independent 
assurance of our report and confirmed they considered the draft action plan to address the observations made 
by Ofwat and that we have taken significant steps to ensure we can better serve our customers next time we 
experience events of this type in the region.

3.1 Assurance update continued
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Table 7: Draft Assurance Plan 2018–19

Significant areas  
for assurance

Explanation for inclusion  What are we doing to provide assurance on this

Year-end regulatory 
assurance – 2018–19 
Annual Report

We believe customers should be able to trust our 
reporting of our non-financial performance information 
so in our 2015–20 Business Plan we committed 
to obtaining third party assurance over this non-
financial information. Independent external technical 
assurance providers complete reviews of our regulatory 
compliance reporting processes and associated data, 
as well as reporting to our Board, Executive Leadership 
Team (ELT) and Audit Risk and Review Committee 
(ARRC). This information is published in our Annual 
Performance Report and is detailed in our Data 
Assurance Summary

As mentioned in section 1 we have implemented a 
round of mid-year external assurance for key regulatory 
reporting. This has focused on metrics linked to 
complex regulatory reporting or areas requiring 
significant improvement as identified by PwC as part 
of their end of year assurance. The mid-year assurance 
process is reviewing process, controls and data 
elements of regulatory compliance framework (RCF) 
metrics which include key components of the leakage 
calculation and waste water compliance metrics. 

In parallel we are implementing a programme of 
improvements to our monthly and annual non-financial 
reporting as described in section 1.3

PwC will undertake a review of the impact of this 
improvement plan in February 2019 prior to the end of 
year reporting process. 

Additional internal assurance will be applied to this 
annual reporting and PwC will also carry out external 
assurance of this performance reporting. 

Ofwat Shadow 
reporting

Ofwat wants to ensure that definitions of reporting 
metrics across the industry are consistent and 
comparable. They have selected key metrics which 
all companies must report against, and will become 
formally measured in 2020 at the start of 2020–25 
business plan period, but will also be informally 
reported within the industry until then. 

The shadow metrics are:
leakage supply Interruptions, mains bursts, unplanned 
outage, per capita consumption, sewer collapses, storm 
flooding risk, internal and external flooding.

The business processes that support our Regulatory 
Control Framework (RCF) annual reporting are also 
applied to the Ofwat shadow reporting. 

Mid-year assurance is being applied to those that 
metrics that were identified as high risk by our external 
assurers PwC in the end of year assurance process.

Internal assurance will be applied to these metrics and 
each metric is subject to considerable management 
attention. 

PwC will review our shadow reporting processes, 
controls and data as part of the year-end assurance 
process. 

Business plan 
2020–25

Our business plan for the period 2020 to 2025 
describes our proposed strategy to create a resilient 
water future for the South East, detailing our pricing 
and strategy for the 2020–25 period.

The Assurance Framework described in our Data 
Assurance Summary in July 2018 will continue to be 
applicable. 

Ofwat undertakes its Initial Assessment of our plan 
between September 2018 and the end of January 2019. 
The category of Ofwat’s assessment of our business 
plan will determine whether we will be required to 
submit amendments by 30 April 2019. 

Appropriate internal and external assurance will be 
undertaken over these aspects prior to re-submission 
(if required). 

Company Monitoring 
Framework (CMF)

Ofwat assess our assurance in relation to the provision 
of information annually. This year this assessment will 
extend to consider our Business Plan for 2020–25. 

We will use the feedback from Ofwat on the CMF 
to develop and deliver improvements. We will 
undertake internal and external assurance to ensure 
these improvements are appropriate and delivered 
effectively.

Water Resources 
Management Plan 
(WRMP)

The WRMP revised draft was published in September 
2018. The final version will be published in March/April 
2019 (dependent on input from EA and Defra).  

Jacobs will undertake a review of the water demand 
forecasts and investment costs and PwC will review the 
revised market information tables prior to publication. 
The assurance is expected to be required in February 
or March 2019. 

Continued on next page...

3.2 Our Draft Assurance Plan
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Table 7: Draft Assurance Plan 2018–19 (continued)

Significant areas  
for assurance

Explanation for inclusion  What are we doing to provide assurance on this

Changes to New 
Appointments and 
Variations (NAVs) and 
developer charges

The NAV system allows developers and large users 
to choose their supplier of water and/or wastewater 
services. It was introduced to provide a mechanism to 
enable new entry into the sector and to allow those 
already present to expand into other geographical 
areas.

Revised guidance covering developer charges has 
been produced so we need to ensure our charging 
structure aligns to Ofwat guidance and that the correct 
charges are being applied in the correct circumstances.

Our Developer Services team is drafting procedures, 
working with developers and publishing information to 
support their understanding of regulatory requirements. 

A risk assessment of the new process will be completed 
in early 2019 alongside any relevant requirements for 
internal or external assurance. 

Culture change and 
ethical business 
practice

Our Culture Change includes work to update our 
company Vision based on our Business Plan as well 
as Purpose and Values. In addition our work on Ethical 
Business Practice includes a refreshed Code of Ethics 
and development of training in ethical decision making. 

To help track the progress of this initiative we are 
committing to external assessment of our culture 
and ethical business practice. We will be undertaking 
a baseline survey in early 2019 with the intention 
monitoring and reporting progress in the Annual 
Performance Report. 

Freeze/thaw Ofwat required us to submit a report covering the 
events and proposed improvements in response to the 
‘freeze/thaw’ event of March 2018. A detailed action 
plan is now being delivered. 

Internal assurance will be carried out on a quarterly 
basis and external assurance will take place annually. 
Both will focus on progress made on the action plan.

DWI reporting We are currently under significant scrutiny from the 
DWI and have agreed a series of action plans to 
strengthen and improve our processes and systems 
so we can report our performance in a more accurate 
and consistent manner. Our ‘Water First’ improvement 
programme includes an information management 
focus. Specific improvements to processes, controls 
and data quality are reported as part of quarterly 
periodic progress reports to the DWI.  

External assurance is being applied to annual data 
returns to the DWI. In addition, internal assurance will 
be applied to all reporting to the DWI. Each data return 
is subject to considerable management controls and 
sign off prior to submission. 

Environment Agency 
reporting

We face investigations from the EA regarding the 
performance of certain wastewater sites and an 
investigation by Ofwat into the performance of our 
wastewater treatment sites and the reporting of 
relevant compliance information. A programme of 
information management improvements is being 
delivered as part of our ‘Environment+’ programme. 
This includes end-to-end process improvements, 
development of stronger controls and system 
developments to provide a more robust and stable 
platform on which to report our performance.

Internal first and second line assurance is being applied 
on all annual data returns to the Environment Agency. 
A risk-based approach to external assurance is being 
applied to these returns. Current plans include external 
assurance of the Wastewater sampling programme. 

CCWater reporting We report quarterly to CCWater on a number of 
customer-related topics including value for money and 
customer satisfaction. 

All CCWater data returns will be internally assured by 
first and second line teams prior to data submission. 

Environment 
Information Request 
review

We provide information to stakeholders and customers 
in response to Environment Information Requests (EIR). 
We are keen to make information more accessible and 
available on our website. Over the past two years there 
have been 246 such requests for information, which 
are dealt with in line with EIR guidelines.

We will undertake an assessment of the key topics of 
EIR requests to determine whether we can make this 
information available in a proactive manner rather than 
on the back of a reactive EIR request.

Our Draft Assurance Plan continued
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Once you have read this document, 
we would like you to tell us if you 
think we are doing the right things. 
You can do this by commenting 
on the Draft Assurance Plan 
at the end of this report. 

The results of this consultation exercise 
will inform our Final Assurance Plan, to be 
published on 31 March 2019. It will also shape 
the reporting of our performance information 
in our Annual Report and Financial Statements 
2018–19, which is due for publication in July 
2019.

We therefore invite customers and stakeholder 
views on this Statement of Risks, Strengths and 
Weaknesses. Specifically we are seeking your 
views on the commitments set out in our Draft 
Assurance Plan.

The deadline for responses is 31 January 
2019. Any comments can be sent to: 
regcorrespondence@southernwater.co.uk.

How to respond



southernwater.co.uk

We invite responses to this document by  
31 January 2019.

You should send any comments to: 
regcorrespondence@southernwater.co.uk.    

4
7
7
1_

11
.18


