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Welcome

The water sector is changing 
fast which means we have both 
challenges and opportunities to 
improve our business and deliver 
resilient services for our customers. 
We have submitted our initial 
business plan for the next Asset 
Management Period (AMP),  
2020–25, to The Water Services 
Regulation Authority (Ofwat).  

Southern Water has taken significant steps  
to address legacy performance issues.  
These include a new management team and 
company structure, greatly improved customer 
service – which is recognised by our regulators 
– and cultural change measures, such as new 
company values and purpose, and an enhanced 
whistleblowing procedure.

Our current focus is on getting basic services 
right every time for our customers and  
a relentless commitment to always improving. 

We are open and transparent with our 
customers, working hard to make every 
customer interaction count – whether it is in  
our communities, over the phone or online.  
Trust and confidence in our accountability is 
crucial for stakeholders and in this report  
we set out what we are doing to ensure the 
integrity of the information we provide by 
improving the way we assess, report and talk 
about our performance.

The standard of the information we make 
publicly available is improving and we are 
constantly listening and responding to customer 
and stakeholder feedback to continuously 
enhance how performance data is made 
available. The shift in our reporting standards is 
recognised by Ofwat in its 2018 assessment of 
our reporting quality. However, we also accept 
the report’s findings that there are areas where 
we need to develop further and an action plan  
is in place to target these. 

A full review of our approach to the production 
of our non-financial performance data has also 
been completed and we are building on our 
data assurance following work with our external 
technical assurance provider over the last  
two years.

Throughout all of our improvement programmes, 
there is an unwavering commitment to 
understanding previous performance as we  
work with our regulators to build a company 
delivering the kind of service our customers,  
and all our stakeholders, expect and deserve.

Ian McAulay

Chief Executive Officer
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Introduction

The purpose of this publication 
is to set out our assurance plan 
for our performance reporting in 
2018–19. Customers and other 
stakeholders expect that the 
information we present to them 
about our performance is accurate, 
accessible and fully assured.

This document sets out the specific assurance 
activities being undertaken, both internal and 
external, relating to our performance reporting 
as well as other information which we have 
provided to our regulators and stakeholders  
for the year 2018–19.

In completing our assurance plan we have 
engaged with our stakeholders and will 
continue to do so to give confidence in the 
information we publish and make long-lasting 
improvements to the way we do things.

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

•  Final Assurance Plan (this document)  
which takes on board comments from  
the consultation on the Statement of  
Risks, Strengths and Weaknesses and  
Draft Assurance Plan

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

•  Statement of Risks, Strengths and 
Weaknesses and Draft Assurance Plan  
for consultation (published in November)

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

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.

We know we need to deliver a greater level 
of trust and confidence in our reporting than 
has been achieved in the past. The assurance 
activity we undertake around the information 
that we provide to customers and stakeholders 
is one of the critical elements we have put in 
place to secure that trust. In addition to our 
own internal assurance teams and processes 
which we strive to continually improve, our 
performance data is assured by an independent 
assurer PricewaterhouseCoopers (PwC), which  
is completing its third year in this role.
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We are now entering the fifth year 
of our 2015–20 business plan 
which sets out the promises and 
performance commitments we 
made to our customers. In addition 
to ensuring our performance data 
is transparent and accurate, we 
also seek to ensure customers 
and stakeholders can access and 
understand relevant information.

For the period 2015–20, one of our regulators, 
Ofwat, has developed its Company Monitoring 
Framework (CMF) to assess the quality and 
accuracy of information water and wastewater 
companies provide to their customers and 
stakeholders.

As part of this framework, Ofwat specified the 
minimum level of information companies are 
required to report in an Annual Performance 
Report and Ofwat publishes an annual 
assessment of a company’s assurance activity  
in its CMF assessment.

In 2016, 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 both 2017 and 2018 Ofwat recognised some 
areas of significant improvements within its CMF 
assessment reports.  

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 is reflected in the fact Ofwat has continued 
to give Southern Water an assurance rating of 
‘prescribed’. Companies in this category are 
required to publish their assurance plans for all 
information before they report it, so stakeholders 
(including Ofwat) can gain confidence in 
reported data. This is something we take very 
seriously and we are continually striving to 
demonstrate the improvements we are making.

Our latest risks, strengths and weaknesses 
exercise was published in November 2018.  
It highlighted the areas of reporting that have 
the most significance or are of greatest risk to 
customers. For these areas, the company will  
put in place independent external assurance  
as part of its assurance plans as required under 
the Ofwat prescribed assurance category..

In addition to the CMF, Ofwat issued its Initial 
Assessment of Plans (IAP) over our business  
plan submission for the period 2020–25.  
In its assessment of our business plan, Ofwat 
identified a number of areas that did not meet 
its high quality expectations. As a result, its 
assessment concluded that the plan should  
be in the lowest ‘significant scrutiny’ category.  
We are submitting our response to the IAP by 
1 April 2019 and are reassessing the sections 
Ofwat has requested.

As part of the process for preparing and 
submitting the business plan and our IAP 
response, a significant amount of assurance 
activity was undertaken both internally and  
by external assurers. This was documented 
within a technical assurance annex that  
formed part of the original submission and  
again in our response.
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We understand the information we 
share needs to be accessible to all 
stakeholders and delivered in a clear 
manner which is relevant and useful. 

Each year we undertake a survey across our 
customers, employees and stakeholders. In 
2018 we received a total of 409 responses and 
the findings were published in the Statement 
of Risks Strengths Weaknesses and Draft 
Assurance Plan and are repeated in Appendix 1 
of this plan.

As part of our annual assurance cycle we 
engaged with our stakeholders to develop our 
Statement of Risks Strengths Weaknesses and 
Draft Assurance Plan. We have subsequently 
gone back to our stakeholders to understand 
what they said in response to that document. 
Table 1 highlights some of the feedback we 
received. 

1. Final assurance plan development 
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Table 1: Highlights of feedback from our key stakeholders

Stakeholder groups Feedback highlights

Environment Agency 
(EA)

The EA highlighted our Abstraction Incentive Mechanism (AIM) as an area it would like us to provide 
more assurance over. In addition, the EA indicated we should look to carry out assurance of new 
Southern Water specific metrics that will apply to us from 2020 onwards. 

Consumer Council 
for Water (CCWater)

CCWater flagged complaints and charges as areas where we have made improvements in the 
information we provide:

Complaints 
Over the last few years, CCWater’s annual complaint report has challenged our performance on the 
number of unwanted telephone contacts and written complaints received. As a result, we have been 
providing additional quarterly updates to CCWater on our strategies to improve service and reduce 
complaints. CCWater has noted the improvement gains we have made in this area and is hoping we will 
continue to improve our position for complaints and unwanted contacts in the future. 

Charges
We provide CCWater with timely and thorough information in response to CCWater requests as part of 
the annual charges/tariff review. 

Drinking Water 
Inspectorate (DWI)

The DWI has confirmed our assurance plan reflects our data-related obligations.

Defra Defra recognised our efforts to improve performance and noted it will take time for these to be reflected 
in our comparative standing with other companies.

As with other water companies, Defra would like to know more about our Water Resources Management 
(WRMP). Defra raised concerns about needing more information on our proposed solutions relating 
to water resources, as well as plans for investigations – we’ll respond to the specific requests by the 
deadline.



1.1.  Ofwat Company Monitoring 
Framework

Ofwat’s 2018 CMF assessment summarises its 
review of our information for 2017–18 and of 
our 2018 Annual Performance Report. The 2018 
CMF considered 12 areas and, overall, Ofwat 
concluded that we should retain our prescribed 
status. Across the 12 areas under the assessment:

•  We met Ofwat’s expectations in seven 
assessment areas, including Assurance Plan, 
Risk and Compliance Statement and Initial 
Assessment of Business Plan 2020–25  
– data quality

•  Minor concerns were identified in three 
assessment areas (Financial Flows, Cost 
Assessment and Initial Assessment of 
Business Plan 2020–25 – data consistency)

•  Two areas were identified as raising serious 
concerns (Water Resources Management Plan 
and Casework).

In addition, we did not meet the new requirement 
(under Ofwat Information Notice 18/07) to publish 
a short, annual statement explaining company 
direction and performance and how we are 
delivering for everybody who depends on 
our services and how the company has set its 
aspirations.

Following the 2017 CMF, we updated our action 
plan. The 2018 CMF report identified that, as a 
result of our activity, two areas had improved from 
‘minor concerns’ to ‘met expectation’ (Financial 
Monitoring Framework and Outcomes).

The 2018 CMF included some new assessment 
areas where improvement activity is required. 
These are included in Table 3 and will be 
added to our CMF action plan. We will be 
assessing progress to ensure actions are 
completed. Where Ofwat highlighted specific 
minor concerns and serious concerns in areas 
of its assessment, we have ensured these are 
included in our Final Assurance Plan as detailed 
in Section 3. This is to ensure we have specific 
assurance activity designed to address Ofwat’s 
concerns.

Additionally, in response to Ofwat’s assessment, 
we will continue to:

•  review and address each point raised by 
Ofwat to create an action plan for improving 
the quality of our reporting, learning from the 
best

•  meet regularly with Ofwat to understand 
its concerns and provide updates on our 
improvements

•  ensure we make effective use of our 
technical assurance partners to review 
specific actions taken in response to Ofwat’s 
concerns

•  ensure we are fully conversant with all 
existing Ofwat requirements and ensure we 
respond appropriately

•  identify and respond in a timely manner to all 
new requirements.
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1.2.  Summary of Risks,  
Strengths and Weaknesses

In our Statement of Risks Strengths and 
Weaknesses we identified the significant 
improvements we have already made to the 
collection, reporting and presentation of our 
performance information. This was based of 
feedback from our customers, stakeholders and 
regulators. However, we are fully aware that we 
need to continue to improve and identified the 
following risks, strengths and weaknesses in  
our performance reporting:
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Figure 1:  Southern Water 2018–19 risks, strengths and weaknesses

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 feedback from our regulators both on 
their concerns and new requirements

•  Continuing to not meet regulator expectations around the CMF and in our 2020–25 business plan 
submissions

Our strengths •  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

•  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, 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

•  In 2017 we were unable to fully assure all of our data returns and had to re-state performance in 
relation to our wastewater treatment compliance metrics

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



In our 2018 Statement of Risks 
Strengths & Weaknesses and Draft 
Assurance Plan we detailed our 
approach to assurance in relation  
to our performance information  
and acknowledged the importance  
of accurate information in building 
trust and confidence.

At Southern Water we have adopted the ‘three 
lines of defence’ framework for our reporting 
governance and assurance activity. This helps 
to assure performance information by applying 
multiple levels of control. 
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2. Our approach to assurance 

Table 2: Our application of the ‘three lines of defence’ assurance model

Lines of defence Business function Activities

First 

Business  
operations

Business management 
processes and controls

Operational and  
financial monitoring  
and measures

•     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

Risk and Compliance 
Directorate

Subject Matter Experts

In-house assurance  
team

•    Liaising closely with the 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

Independent 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

• Providing independent reports to our Board Audit Committee

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 2 describes the 
activities undertaken by each line of defence. 
Ultimately, all assurance activity has oversight 
from the Board and Audit Committee.



Southern Water’s assurance plans are developed 
from stakeholder feedback and from our own risk 
assessments. The Audit Committee monitors the 
integrity of our non-fi nancial information reported 
by the company in fulfi lment of its regulatory, 
legal and environmental obligations. This 
includes information required by Ofwat, the DWI 
and the EA, as well as non-fi nancial information 
to be included in the company’s fi nancial 
statements. The assurance plans are approved 
by the Audit Committee, which is responsible for 
overseeing and challenging the eff ectiveness of 
our approach.

Southern Water is committed to driving structural 
and cultural change to support the development 
of a modern, transparent and ethical compliance 
framework. In Figure 2 we highlight the activity 
that has been ongoing and that is driving the 
improvements we are making in our performance 
reporting under our Modern Compliance 
Framework. We have signifi cantly strengthened 
our performance monitoring capability which 
underpins the completeness and accuracy of our 
performance data and provides more confi dence 
in the reporting we publish. This leads to improved 
assurance with fewer issues being identifi ed and 
increased trust and confi dence in our data.
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Figure 2: Performance Improvement under our Modern Compliance Framework
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We have also responded to our board level 
challenge on non-financial regulatory reporting. 
In Figure 3 we have highlighted activity we 
have undertaken to enhance our approach 
to developing our capability and improve the 
quality of our regulatory reporting.

We consider this to be the first of a three 
year programme of improvement to align our 
reporting across our regulators, in particular: 
Ofwat, the Environment Agency and the Drinking 
Water Inspectorate. At the end of the third year, 
our assurance vision is that we will be operating 
a risk-based programme of end-to-end process 
reviews that ensure accurate data provision.

Our end-to-end process work will be undertaken 
by our internal assurance specialists, and we will 
blend this internal assurance with independent 
external assurance of our reported data. This 
will ensure our regulators are provided with an 
independent third line assurance opinion of our 
data returns, as currently required by Ofwat for 
those companies in ‘prescribed’ status.
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Figure 2: Performance Improvement under our Modern Compliance Framework Figure 3: Enhanced capability, improved quality and increased independent assurance

Jun 2018
Preparation and 
assurance of 
2018 APR

Aug 2018
Initial feedback from PwC 
indicates significant issues:

“Poor data quality, lack 
of first line assurance, 
and no ownership.”

Improvement plan developed

Sep 2018
PwC formal 
feedback to 
Southern Water 
Audit committee

Oct 2018
Engagement with 
data owners and 
providers:
- ownership
- process
- controls

Nov 2018
New timetable 
for 2019 APR

PwC feedback 
on Mid-year 
Assurance:

“Notable 
improvements”

Dec 2018
Rebuilt over 80 
data entry sheets 
and checked 
calculations

Jan 2019
Engagement 
event with CEO 
to highlight the 
importance of 
the APR process

Feb 2019
Rewrote over 
80 process 
documents with 
focus on over 
400 risks and 
controls

2019

Mar 2019
PwC process audits 
ahead of year-end

Target: “Significant improvement” reported by PwC at June 2019 



3.1. Assurance plan objective

This part of the document sets out how we 
have arrived at the assurance work we have 
undertaken during the year. Working with PwC, 
we have made specific improvements to our 
assurance approach. Our aim is to have an 
assurance approach and capability to move out 
of Ofwat’s prescribed status.

At present, our assurance plan reflects that we 
are reacting well to the requirements of our 
regulators. But we want to move to a proactive 
approach that considers areas of highest risk 
and specific, targeted areas and provides 
ongoing assurance throughout the year.

Figure 4 shows the current key areas of focus for 
our assurance plan:

3. Final assurance plan
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Figure 4: Assurance focus 2018–19
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Figure 4: Assurance focus 2018–19

3.2. Final assurance plan

Table 3 summarises our assurance plan. This is 
informed by the findings of our risks, strengths 
and weaknesses assessment, our stakeholder 
engagement, and response to the latest Ofwat 
CMF assessment. In addition emerging areas  
of high risk, or on-going issues are reflected in 
our plan. 

Table 3: Final assurance plan 2018–19

Title Risk, rationale and ongoing and planned assurance activity

Targeted actions following Ofwat’s CMF assessment

1:  
Financial flows

Risk and rationale:

Ofwat raised minor concerns over the accuracy of the data and how the company has interpreted guidance.

Ofwat stated that the data for the two years prior to the current year was not published alongside the current 
year’s data and there was no evidence that the historic data had been assured.

Assurance activity:

The financial flows information will be assured by Deloitte LLP (Deloitte) as required by Ofwat as part of the 
annual performance report for 2019.

2:  
Cost assessment

Risk and rationale:

Ofwat raised minor concerns around our costs assessment data. It identified significant variances from 
historical trends which were not adequately explained.

Ofwat also observed that the accounting separation methodology statement was available, but it had concerns 
about assurance (no evidence of external assurance) and cost allocation methods applied.

Assurance activity:

Where there are significant variances from trends, we will ensure these are identified and appropriate 
commentary sought. This has been included in our templates for the collection of annual performance date  
and will form part of the audit process of this data. 

As in previous years and as part of the assurance over the 2019 performance data, our external assurers will 
consider trends in key data areas and review the comments provided as part of their assurance activity.
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3:  
Initial assessment of 
business plan 2020–25 
– data consistency

Risk and rationale:

Ofwat raised minor concerns with the consistency of performance and financial data reported in the company’s 
business plan tables versus previous data submissions. Ofwat also highlighted inconsistencies between the 
company’s business plan tables and Annual Performance Report in some areas and also minor omissions of 
actual data in outcomes.

Assurance activity:

Ofwat’s initial assessment of the Southern Water 2020–25 business plan placed Southern Water in the 
‘significant scrutiny’ category. We will respond to Ofwat’s specific requirements by 1 April 2019. We will 
endeavour to ensure data inconsistencies do not occur in the response submission.

In line with the original business plan submission, the data provided will be externally assured by appropriate 
technical assurers.

4:  
Water Resources 
Management Plan 
(WRMP) and Water 
Resource Management 
Information (WRMI)

Risk and rationale:

Ofwat raised serious concerns in relation to our WRMP and WRMI. It commented on a number of issues 
including the assessment of options, that costs were not clear, there was a limited description of assurance  
and no evidence of board involvement or sign-off. In addition Ofwat identified the late provision of data, 
problems with the way assurance and leakage reduction information was presented, and issues with the 
leakage reduction target being inconsistent across the plan.

Assurance activity:

We will strengthen the assurance that we undertake across WRMP and WRMI as we accept that the lack of 
assurance meant that errors in the submission were not picked up in the WRMI tables.

Our final WRMP will be published in the first quarter of the 2019–20 financial year and will be assured by 
Jacobs, taking Ofwat’s feedback into account, supported by stronger internal assurance

PwC will be assuring the WRMI tables, which are an Ofwat requirement and are populated with data from the 
WRMP. The WRMP tables are required to be available and published on our website within 30 days of the 
WRMP being published.

In response to Ofwat’s serious concerns we are ensuring clearer reporting of the assurance which has taken 
place and providing an overt statement of approval from the board for the final WRMP and its publication.

Both the WRMP and WRMI have been included in our Register of Obligations maintained by our in-house 
assurance team and which forms one of the key inputs into our assurance plan.

5:  
Casework

Risk and rationale:

Ofwat raised a serious concern in this area. In particular, it commented on us: not responding fully to requests 
for information (missing pages and/or text), not responding in a timely manner and providing information that 
was unclear to them. This affected Ofwat’s ability to rely on the information to progress their investigation and 
required Ofwat to take steps to seek further clarifications.

Assurance activity:

We are currently working proactively with Ofwat to resolve its investigation into the performance of our 
wastewater treatment sites and the reporting of relevant compliance information. 

We have introduced additional measures to ensure casework information supplied is complete and meets 
Ofwat’s requirements. 

An integral part of our Wastewater Action Plan in response to the Ofwat investigation is to action reporting 
improvements and we have instigated end-to-end process reviews of our key wastewater compliance metrics.
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6:  
Annual statement 
explaining company 
direction and 
performance

Risk and rationale:

Ofwat identified a failure to publish the required statement as per the Ofwat requirements (Ofwat Information 
Notice 18/07). We note our failure to publish the information required and will ensure this oversight is not 
repeated.

Assurance activity:

We will ensure the required statement is subject to the appropriate external assurance as part of our assurance 
framework. This work will be carried out by our financial assurers (Deloitte). 

Annual Performance Reporting

7:  
Our annual report 
2018–19

Risk and rationale:

Our annual report is the primary way we publish our annual performance information and it is made publicly 
available to all stakeholders. The annual report includes our statutory accounts – audited by Deloitte – and our 
performance over the year and how this compares against our performance commitments as well as broader 
information on our commitments and responsibilities to stakeholders and customers.

Assurance activity:

Deloitte audits the annual report in accordance with the appropriate accounting standards. 

Deloitte will carry out assurance of reported performance data and presentation of information and risks.  
PwC undertake the assurance of the non-financial information that is provided to Ofwat and that is included  
in the Annual Performance Report.

8:  
Performance 
commitments (PCs)
and outcome delivery 
incentives (ODIs) 
year-end regulatory 
assurance – 2018–19 
Annual Report

Risk and rationale::

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 the 
Audit Committee. This information is published in our annual performance report and is detailed in our data 
assurance summary.

Assurance activity:

Mid-year assurance non-financial reporting – external assurance (PwC)

At our request, PwC has undertaken a mid-year assurance review for some of our key data. The mid-year 
assurance included a review of process, controls and data testing. This assurance review was completed and 
reported to the board and the Audit Committee in November 2018, demonstrating improvements made within 
the year.

Monthly and annual non-financial reporting improvements – external assurance (PwC)

As part of our drive to improve the quality of our reporting during 2018–19 we have implemented a programme 
of improvements to our monthly and annual non-financial reporting. PwC undertook a review of the impact of 
this improvement plan prior to the end of year reporting process.

Year-end assurance – external assurance (PwC) and internal assurance

PwC is our current technical assurer for 2018–19. It will complete an ISAE 3000 limited assurance engagement. 
The scope of the technical audit will include a conclusion as to whether the information audited has been 
prepared in accordance with the reporting criteria.

As an independent assurance provider, PwC identifies its own approach to conducting audits including its own 
risk assessment and testing methodologies to deliver its conclusions.

Cost assessment tables – external assurance (PwC)

We were pleased to note that Ofwat recognised that all cost assessment tables were completed. However, 
significant variances from historical trends were identified which led to additional queries being raised. As part 
of our year-end processes we will pay particular attention to the commentary that is provided around the data 
and we will ensure that evidence is provided over the full scope of the assurance activity undertaken.

Testing of the high and critical risk data lines in the cost assessment tables will be performed by PwC, which 
will also work with the in-house assurance team who will develop the sampling and testing approach for 
medium and low risk areas.
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9:  
Ofwat shadow 
reporting

Risk and rationale:

Ofwat has applied a common, industry-wide standard for reporting on leakage, supply interruptions, mains 
bursts, unplanned outage, per capita consumption, sewer collapses, storm flooding risk, internal and external 
flooding. At the present time, these are referred to as ‘shadow metrics’ as we supply data applying the new 
methods of calculating the data, as well as long-standing methods. Ofwat has asked us to apply a RAG status 
to show how developed the new methods are.

Assurance activity:

The business processes that support our annual reporting are also applied to the Ofwat shadow reporting.  
Mid-year assurance was applied to the metrics identified as high risk by our external assurer, PwC.
PwC will review our shadow reporting processes, controls and data as part of the year-end assurance process.

Other assurance activity

10:  
Business plan  
2020 – 2025

Risk and rationale:

Our business plan for the period 2020 –25 was a key deliverable for the business. Our plan describes our 
proposed strategy to ensure a resilient water future for our region, detailing our pricing and strategy for the 
2020–25 period.

Ofwat published its IAP response to our plan in January 2019, we are required to respond by 1 April 2019.

We also noted the minor concern raised by Ofwat under the 2018 CMF regarding the consistency of 
performance and financial data reported in the company’s business plan tables with previous data submissions; 
and inconsistencies between the company’s business plan tables and Annual Performance Report in some 
specific areas.

Assurance activity:

A detailed assurance plan was in place for the 2020–25 business plan submission and was contained in the 
2020–25 business plan Assurance Framework Technical Annex. The Annex contained a breakdown of the 
different areas under an assurance framework, identified the three lines of defence for each area and, where 
appropriate, independent assurance was provided by a range of external assurance providers selected for 
their expertise to deliver the third independent assurance line of defence. Assurance providers included: PwC, 
Deloitte, KPMG, Jacobs and Oxera.

For the response to the IAP and the 2018 CMF, we will also ensure that the data provided across different data 
submissions is consistent. This is one of the areas of improvement we have identified internally and included in 
our improvement plan.

This is supported by our on-going programme of assurance improvements that we are committed to 
undertaking under our modern compliance framework shown at Figure 2.

11:  
Regulatory reporting 
end-to-end process 
assurance

Risk and rationale:

In order to ensure the accuracy of the data that is provided to our management, regulators and other 
stakeholders we must have sound processes that operate effectively and that are well controlled.  We have 
identified a specific risk around the detailed end to end processes incorporating complex data flows which 
require simplification and additional controls.

Assurance activity:

The in-house assurance teams are undertaking end-to-end process reviews of our key regulatory reporting 
processes, covering reporting to all our regulators. These reviews are mapping, in detail, the processes that are 
in place and the risks (to accurate data reporting) that occur during these processes. Where applicable, existing 
controls are recorded and where no control exists, improvement plans to develop controls are documented. 
The efficacy of existing controls and progress with improvement plans are monitored on a periodic basis 
and assurance is provided over annual reports to the EA/DWI.  In some areas, this is direct response to the 
requirements or concerns highlighted by our regulators

This assurance has been targeted on the most critical regulatory reporting processes and we will continue to 
focus our assurance activity on those areas where the quality of our data is most in question. We have recently 
completed our assurance over: the wastewater sampling programme set up for 2019, the clean water sampling 
programme set up for 2019, the reporting of flows from wastewater treatment works for 2018, and the reporting 
of storm and emergency overflows for 2018.

Additionally, the enhanced internal assurance activity that surrounds our monthly and annual performance data 
provides confidence that the processes for gathering data are robust.
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12:  
Changes to new 
appointments and 
variations (NAVs) and 
developer charges

Risk and rationale:

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

Assurance activity:

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

An external assurer, Oxera, has completed a review over development connection charges. The completion of 
actions contained in their report will be closely monitored to ensure they are completed.

A risk-based internal review of the new process for NAVs will be completed when the process has been fully 
defined. At the point at which data is produced, the need for external assurance will be considered.

13:  
Culture change and 
ethical business 
practice

Risk and rationale:

Our culture change programme includes work to update our company vision, 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. 

Assurance activity:

To help track the progress of this initiative we are committing to external assessment of our culture and ethical 
business practice on an annual basis and will make the findings from this assessment available alongside our 
annual performance report. 

14:  
Freeze/thaw

Risk and rationale:

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. 

Assurance activity:

Jacobs undertook independent assurance of our report and confirmed it 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.

Internal quarterly assurance will be carried out by our in-house assurance team to focus on progress made on 
the action plan arising from the report.  In addition, we will undertake external assurance on an annual basis 
over the implementation of the action plan.

15:  
CCW reporting

Risk and rationale:

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

Assurance activity:

All CCW data returns will be internally assured by first and second line teams prior to data submission.  
In addition, the assurance activity that surrounds our monthly and annual performance data provides 
confidence that the processes for gathering data are robust.

16:  
Bioresources 
information tables

Risk and rationale:

Ofwat requires wastewater companies to publish annual information relating to the bioresources market, 
including bioresources market information and bioresources market activity information (the latter is published 
in the company annual performance report). 

Assurance activity:

As Ofwat requires us to publish our annual information relating to the bioresources market, .PwC will undertake 
assurance over the data prior to its publication. 
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17:  
Environmental 
information request 
review

Risk and rationale:

We provide information to stakeholders and customers in response to environmental information requests 
(EIRs). We are keen to make information more accessible and available on our website. Over the last two years 
we have received 246 such requests for information which have been dealt with in line with EIR guidelines. 

Assurance activity:

We will undertake an assessment of the key topics of EIRs to determine whether we can make this information 
available in a proactive manner rather than in response to an EIR.
Our in-house assurance team will review the level of assurance that will be needed around the information 
that is made available on a proactive basis.  Where technical assurance is required, we will work our technical 
assurance partner to provide this.

18: 
Resilience/enterprise 
risk management

Risk and rationale:

As part of our response to Ofwat’s initial assessment of our business plan for 2020–25, we are updating 
our approach to resilience and enterprise risk management. We will submit an action plan to develop and 
implement a systems-based approach to resilience in all areas and ensure we can demonstrate an integrated 
resilience framework that underpins our operations and future plans to Ofwat on 22 August 2019. The action 
plan will set out the future progress assurance recommendation and this will be included in future assurance 
plans.

Assurance activity:

PwC will provide independent assurance on the action plan.
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In section 1 of this document we highlighted the feedback we had received from our customers and stakeholders.  
Our commitments in response to the feedback we received are summarised below:

Response to customer  
and stakeholder feedback

Our commitments from stakeholder feedback

We asked about… Our commitment …

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

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

We commit to ensuring 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 are committed to ensuring information in relation to our plans for the future and performance is 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.

We commit to making sure 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.

We have placed a link on our home page to ‘works in your area’ which shows incidents and planned activity 
across a map of our area of operations, which can then be clicked on for more information.

We are launching ‘Make it Count’, which is an initiative which provides greater accessibility to information, data, 
services and support through channels of individuals choice.

Appendix 1 
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