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Chair’s foreword

Anna Bradley

Water is becoming an increasingly 
scarce resource. This creates big 
challenges for Southern Water as it 
delivers the essential services on which 
we all depend. The way the company 
services your needs can make a huge 
difference, not just to your lives and 
the local economy, but also to the 
environment. To get the balance right, it 
is vital that Southern Water understands 
what its customers, stakeholders and 
communities need and want. The 
Southern Water Customer Challenge 
Group (CCG) is there to help in this task.

We are completely independent of Southern 
Water and help to ensure it focuses on the 
priorities of its customers and stakeholders. 
We are a group of experts who can advise and 
challenge Southern Water on the way it finds out 
what you want and the way it delivers against the 
promises it makes to you. 

This annual report covers our work monitoring 
the delivery of the promises the company made 
to its customers and stakeholders for the period 
2015–2020 and our work challenging and 
advising the company as it has been developing 
a new business plan for 2020–2025. During 
2018–19, delivery of the promises has  
been uneven.

In relation to 2018–19 performance:

Things that are going well
Performance in the core requirements of: 
delivering high quality drinking water; removing 
wastewater; and making bills affordable have 
all seen improvements. In relation to providing 
responsive customer services, performance is 
more complex because the overall measure 
includes a number of sub-measures, some of 
which have improved quite significantly, others 
less so. For example, there has been a sustained 
reduction in customer complaints over the last 
four years. Overall, the company has achieved 
the greatest improvement of any water company 
in customer satisfaction scores over the last two 
years. On the other hand, it is still below the 
industry average and will need to improve at the 
same kind of rate over several more years to 
overtake more water companies. 

Achievements of note this year include: meeting 
an ambitious goal to deliver more beaches rated 
as ‘excellent’; reductions in internal flooding 

incidents; reducing average household water 
consumption to 130 litres per person per day; 
award-winning programmes to reduce the 
amount of fat, oil, grease and unflushable wipes 
in the wastewater system; and the work that 
has been done to help more customers who are 
genuinely struggling to pay their bills through 
financial assistance schemes.

Things that are more problematic
There are some significant issues for the 
company in how it manages water resources and 
the impact of water scarcity on the environment. 
It must reduce the amount of water lost through 
leakage and find ways of increasing supply 
to minimise the amount taken out of the 
environment to meet demand. There has also 
been a worrying increase in serious pollution 
incidents, where the 2018–19 figure is back 
where it was in 2015–16. 

In addition, there have been problems related 
to extreme weather such as the freeze and 
rapid thaw in the spring of 2018 and the long, 
hot summer of the same year. These challenges 
brought to light a lack of resilience – the ability 
to plan for, manage and also to bounce back, at 
pace, from extreme conditions. The impact on 
some customers was severe and compounded 
by a lack of information and support. We have 
been advising the company as it has developed 
its approach to managing such issues in  
the future. 

As we finalise this report, Ofwat has published an 
enforcement action relating to an investigation 
that has been ongoing since June 2017. The 
investigation has been into breaches of licence 
conditions and statutory obligations relating 
to Southern Water’s wastewater treatment 
compliance during the period from 2010–2017. 
The company did not specifically brief us on the 
investigation nor the likely outcomes. We were 
taken aback by the scale and nature of what 
happened. We have therefore written to the 
company asking some more detailed questions 
and seeking a new protocol for handling such 
events in the future. 
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 Failure to perform against 
promises or to deliver core 
services... can also affect the 
extent to which customers 

trust a company.

Failure to perform against promises or to deliver 
core services doesn’t just lead to the obvious 
consequences for services to customers and 
protection and damage to the environment - it 
can also affect the extent to which customers 
trust a company. Southern Water is developing 
its thinking about how to build customers’ 
trust and confidence, not just through delivery 
but also through consistent and on-going 
engagement with customers and stakeholders 
and greater transparency about company and 
shareholder issues. During 2018–19 we have 
challenged the company to re-think the way it 
approaches rebuilding and maintaining trust. 
This work will be of critical importance in the light 
of the announcement of 25 June 2019 relating to 
the Ofwat investigation.

In relation to the period 2020–2025:
Alongside monitoring current performance, the 
CCG has been advising and challenging the 
company on its plans for the next five years 
from 2020. One of the key planks of the plan is 
a new and ground-breaking initiative to reduce 
water usage to 100 litres per person per day by 
2040 – called Target 100.  This is a key priority 
for customers and stakeholders and the CCG 
welcomed it warmly. 

In our last report we noted that in March 2018, 
we submitted an ‘Advice Note’, our strongest 
form of challenge, to the Southern Water Board. 
This note urged the company to develop a 
major cross-organisational programme for the 
Target 100 flagship objective to ensure that 
the company was ready to deliver against this 
priority. We received a constructive response 
from the company’s Chairman early this year  
and have since seen evidence of the 
programme’s development.

In 2018–19 our work on the business plan, that 
all water companies must submit to the regulator,  
Ofwat, has focused on the link between what 
customers and stakeholders said they wanted 
the company to do, the details of the plan, 
and the new promises it was developing. We 
were particularly concerned that the plans for 
environmental protection and enhancement 
should be as ambitious as customers and 
stakeholders wanted them to be. So we explored 
these in some detail and challenged accordingly. 

We spent a considerable amount of time working 
with the company to try to match new promises 
for 2020–25 to those things that were most 
important to customers and stakeholders. Finally, 
we advised that the business plan priorities 

should be played back to customers and 
stakeholders in ways that they could recognise, 
and so made suggestions about the way the 
business plan should be presented. 

We also challenged the company on the extent 
of engagement with business customers and 
asked it to do more to listen to businesses and 
the retailers that deliver water services to them. 
We submitted our independent report to Ofwat 
in September 2018, alongside the company’s 
submission of its new Business Plan. 

In its initial assessment, Ofwat rated the business 
plans of all water companies. Southern Water 
was given the lowest rating, ‘significant scrutiny’, 
along with three other companies. The regulator 
raised three key issues it wanted Southern Water 
to address before resubmitting its business 
plan: finding cost savings; working with other 
water companies in the region to develop plans 
for new and shared water resources to meet 
customers’ needs; and demonstrating  
long-term resilience. 

We submitted a further letter to Ofwat expressing 
concern that the proposals it made about shared 
water resources should not get in the way of 
the need to find new water resources to meet 
a projected shortfall in Hampshire and the Isle 
of Wight. We also asked Ofwat to consider how 
regional planning could take proper account of 
customer and stakeholder views.
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In conclusion
Bringing together our work on monitoring 
delivery with our work on the ambitious new 
plans for 2020 and beyond, we have been 
concerned that the failure to meet some key 
current promises might put new programmes 
planned for the next five years at risk, particularly 
in relation to protection and enhancement of 
the environment. So we have been keen to 
hear from the company how it plans to further 
improve its performance over the next year and 
prepare for delivery in the five years from 2020. 

Some work is starting immediately to improve 
performance and get ready for 2020. In 
particular, the company has committed to 
bringing forward some funding to invest in 
innovations and technologies to support 
necessary improvements to address such things 
as leakage. Work on reaching out to consumers 
in vulnerable circumstances is also beginning 
now, as is a new approach to customer and 
stakeholder engagement and a restructure of  
its customer service delivery model. 

Possible space for 
a photo

There are also a range of new programmes 
being developed across the organisation to 
ensure the company is building its capability 
and capacity to deliver what its customers 
expect and need. An important example of this 
is a widespread culture change programme to 
embed new ways of working that will support 
the new business plan. Importantly for customers 
and stakeholders, this is intended partly to 
develop and embed customer and stakeholder 
engagement into ‘business as usual’ activities. 

During this next year we will be watching and 
advising on these and other activities to try to 
help the company deliver on as many of the 
remaining promises as is possible and build the 
capability necessary for an ambitious programme 
of work from 2020 onwards.
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Southern Water made 26 promises to its 
customers under six priority areas in its 
Business Plan for 2015 to 2020, which 
Ofwat agreed. One of our roles as the 
Southern Water Customer Challenge 
Group (CCG) is to scrutinise and 
challenge the company on how well it is 
delivering these priorities and promises. 
We look at one of the six priorities  
in-depth during each one of our regular 
meetings, challenge the company when 
it is not keeping its promises and provide 
advice on how it can improve what it is 
doing. The company set an additional 
four targets in discussion with Ofwat and 
we also comment on these here.

The Southern Water Annual Report & Financial 
Statements 2018–2019 provide a complete 
narrative of the company’s performance across 
all six priority areas. It includes a high-level 
report card, which we have reproduced on 
pages 20 and 21. The report card uses red, 
amber and green indicators to show whether 
the company has failed to meet its performance 
commitment, is at risk of missing the target 
or has met or improved on the commitment. 
We received a full end-of-year report from the 
company. This report sets out our view on its 
performance over the year. 

The company’s overall performance is uneven:  
•   Of the 30 commitments made, six have 

improved – four from amber to green, one 
from red to amber and one from red to green 

•   19 have been maintained at the same standard 
– 12 of which are green, but four of which have 
remained at amber and three at red

•   Five have got worse – two dropping directly 
from green to red, two from green into amber, 
and one from amber into red 

•   This means that at the end of the fourth year, 
just over half, 17, of 30 commitments are green.

Of course this overview masks some changes 
that are especially important for customers on 
both the up and the downside. Below, we cover 
the issues in relation to each promise and target 
within the six priority areas.

A responsive customer service
In our last report we said we were concerned 
about Southern Water’s ability to deliver the 
promises it made to customers in the core 
aspect of customer service and that it was  
vital that improvements were made. We  
remain concerned. 

The company’s SIM score – Ofwat’s measure 
of customer satisfaction – has continually 
improved over the last two years, but this year 
the company has only marginally outperformed 
last year’s figure of 79 out of 100 by improving to 
80. The improvements during the last four years 
are the result of an enormous amount of work 
going into improving customers’ experience of 
Southern Water and represents the greatest 
improvement of any company on SIM scores 
since the start of this five year cycle. Five years 
ago, Southern Water was the worst performer 
in the industry for customer satisfaction, now 
it is at 13 out of 18. But the variation between 
companies is small and the others are also 

Monitoring the delivery of the promises in 
the 2015–2020 Business Plan 
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constantly improving which means that Southern 
Water needs to continue to improve more than 
most to get higher up the league table in  
the future.

SIM comprises a range of factors including the 
number of ‘unwanted’ customer contacts the 
company receives and a telephone survey, 
run by Ofwat, which measures how satisfied 
customers are with the overall service they have 
received. Unwanted contacts include customer 
calls complaining about water supply problems 
or flooding, or the escalation of any complaints 
that have not been resolved straight away, and 
contacts regarding billing errors, reported on 
under ‘better information and advice’ below. 
A continuing focus on reducing the written 
complaints means these have gone down by 
27%. This improvement is welcome. 

Another promise, ‘first contact resolution’ or 
the percentage of customers who have their 
problems resolved the first time they contact 
the company, is not directly calculated as part 
of the SIM score but undoubtedly influences 
customers’ perceptions of the company and 
the number of escalated complaints it receives. 
This has got worse, moving from amber to red 
on the report card. The target is 80%, but this 
year only 65% was achieved, 2% less than last 
year. The company has assured us that this is 
due to a delay in the start of a new, centralised 
delivery model for customer services. Once this 
is embedded within the business, the company 
is expecting that first contact resolution will be 
at least 80%. This would sit well against external 

benchmarking provided by the UK Customer 
Service Institute, which indicates an average of 
81% of customers across all sectors are getting 
their enquiries resolved first time. 

Since the end of March 2019, SIM has been 
discontinued. We are asking the company to find 
a way to give us some evidence that changes 
made during 2019–20 might have resulted in a 
SIM at the target level. 

Last year, a new C-MeX, or Customer Measure 
of Experience, score was piloted by all water 
companies and it is being run as a ‘shadow 
survey’ in 2019–20. C-MeX is made up of two 
measures: a customer satisfaction survey and 
a customer experience survey. This means that 
C-MeX will take account of both what those 
customers who have been in contact with 
Southern Water think (like the SIM) and those 
who have had no reason to be in contact. There 
is also a new similar measure being introduced 
for developers – D-MeX. We have asked the 
company to provide us with an estimate for an 
opening figure for the new measures. 

At present the measures for several promises 
give some indication of what customers in 
general think. In particular under this priority, 
the number of customers who think the 
company has met their individual needs has 
stayed at amber at 64%. The number who 
think the company has met the needs of their 
communities improved marginally from 34% 
last year to 35% this year, moving from amber 
to green. The company will need to focus more 
heavily on engaging customers who are not 
otherwise in contact with the company in the 
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next period to ensure the new C-MeX score 
represents an improvement on these results. 

The final promise in this priority area is the 
number of payments made to customers under 
the Guaranteed Standards Scheme (GSS). This 
directly compensates customers the company 
has let down in some way. This has exceeded 
the year’s target of no more than 2,411 payments 
following an incident in Southampton which led 
to internal and external flooding. As a result, 
the number of payments due rose to 2,439 at 
the year-end. Despite a declining performance 
in year, the record card shows this as moving 
from red to amber because there were fewer 
incidents than in the preceding year and fewer 

than the starting point of the five year period, 
3,711. The company is forecasting that it will 
come in under target at the end of the period. 

In summary, due to enormous efforts to turn its 
customer services around there have been some 
improvements in Southern Water’s record on 
complaints and customer satisfaction. But so far 
the changes have not moved it up the league 
table fast enough. Further action is needed to 
address the remaining issues. We think it unlikely 
the company will be able to deliver what it has 
promised within the period but will be monitoring 
how its new customer service delivery model 
acts on performance.
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A constant supply of clean,  
safe drinking water 
We ended last year feeling comfortable with the 
company’s performance in this priority area as 
it was steadily improving. This year has mostly 
seen ongoing improvement, save in relation to 
the important area of leakage.

At the start of this year, we received a direct and 
positive account of the company’s compliance 
with water quality regulations from the Drinking 
Water Inspectorate (DWI). The DWI and Southern 
Water had jointly developed and agreed a 
number of ‘transformation’ programmes, 
including the creation of a new Compliance 
Directorate and a programme of improvements 
called ‘Water First’. We received two detailed 
company updates in October 2018 and again in 
February 2019. Both underlined how determined 
Southern Water is to improve its performance in 
achieving this priority. 

Southern Water has not needed to issue 
temporary use bans as water levels and supply 
were able to meet demand so this remains 
green. Complaints about water discolouration 
have reduced since the previous year and also 
stays green.

The number of properties with low water 
pressure has dropped considerably since last 
year and also remains green. This is measured 
out of the total number of properties in the 
Southern Water region that are always at risk of 
low water pressure because, for example, they 
are located at the top of a hill. A reduction in 
the number indicates improvements have been 
made to the supply network. 

There have been far fewer supply interruptions 
of more than three hours than the previous year 
and, as a result, this promise moves from red to 
green. Of course the reason for the very high 
number before was last year’s freeze and rapid 
thaw. 

The company has just missed the target of 100% 
compliance with drinking water quality standards 
at 99.98% which means this moves from green 
to amber although performance remains above 
the industry average. 

On the other hand, the leakage performance has 
got worse, moving from green directly to red. 
Leakage is 13 Megalitres per day above both the 
corresponding figure for last year and above the 
level promised to customers. Southern Water has 
attributed this to a slow recovery from the freeze 
and rapid thaw and then the hot dry summer. 

The latter led to fractured pipes and the majority 
of the water being lost before the leaks were 
even detected. 

We questioned the company’s resilience to 
withstand such events, particularly as they 
look likely to become more frequent as climate 
change takes a grip. Southern Water told us that 
tackling leakage represents such an important 
challenge it has brought forward some £3.5 
million funding, originally planned for 2020–25, 
to increase resilience and secure customer’s 
water supply whatever the weather. This includes 
making full use of improvements in technologies 
to detect and pinpoint leaks faster and improve 
the accuracy of its reporting systems, expanding 
its teams of inspectors to target leaks more 
quickly, and frequently updating its drought 
plans. All this is essential to meet customer 
expectations and start the next period in a good 
position. 

Notwithstanding this early investment, the 
company is forecasting that meeting the leakage 
target at the end of the period is at risk. On the 
other hand it expects to meet or improve on all 
the other targets in this priority by the end of the 
five-year investment cycle. 

The target that relates to the health of the 
company’s water supply assets, such as  
mains and pipes, is reported as stable and 
remains green.

Removing wastewater effectively 
Last year we welcomed a strong performance 
in this priority, and that has broadly continued. 
Sewer blockages and internal and external 
flooding are all better than forecast, albeit with a 
marginal increase in internal flooding since the 
previous year. 

However, the later than planned completion of 
odour management schemes at two wastewater 
treatment sites resulted in customer complaints 
exceeding the target of less than 390. This 
means the report card for odours is red rather 
than green for this year. Now the schemes are 
complete, complaints have reduced and there 
is every reason to think this promise will be on 
target at the end of the period.

The company has outperformed in most areas 
of this priority and, by the end of the five-year 
period, it is expecting to perform substantially 
better than target for all of the promises in the 
wastewater priority.
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The assets target, relating to the company’s 
sewers and wastewater treatment works, is also 
reported as stable and remains green.

Looking after the environment
This is the promise that causes the CCG most 
concern, alongside leakage. This is because 
there is a generally declining performance 
in relation to the environment, and we know 
from the recent price review engagement with 
customers and stakeholders that this is an area 
of great interest, they want the company not just 
to protect, but to enhance the environment. 

The one significant exception is the excellent 
performance on bathing waters which has 
once again improved and is now on target. 
This is particularly important for customers and 
stakeholders who expressed great interest 
in this particular promise during the last price 
review process. Five bathing waters have 
received ‘excellent’ status ahead of schedule, 
which could result in a reward at the end of 
this five-year period. The company has also 
exceeded its target of maintaining 54 bathing 
waters at excellent by eight, to 62. The report 
card is now green rather than amber. 

Compliance with regulations at wastewater 
treatment works remains at amber with the 
current rate of 99.7% against a target of 100% 
compliance. This is the result of a focus on 
compliance since 2017 when Ofwat began an 
investigation into possible breaches of the 
company’s licence conditions in relation to 
its wastewater treatment works. An internal 
Southern Water review found that failings by 
people and in processes and systems allowed 
these breaches to occur and it has acted 
to address all of the issues identified in the 
investigation.

The remainder of the promises in this priority are, 
to at least some extent, in a worse position than 
last year. The measure of the amount of water 
the company takes out of the environment to put 
into the water supply system, Distribution Input 
(DI), is above target for the second year running 
and so remains red. The company has told us 
that this has been caused by higher leakage, 
which it is addressing, and the long hot summer 
of 2018 which resulted in increased demand.

Despite an improving trend in pollution incidents 
since the beginning of this investment cycle, 
performance declined in this year and there 
have been seven serious pollution incidents, 
exceeding the target of no more than four. As 
a result, this drops from amber into red. There 

has also been a small increase in the less serious 
Category 3 pollution incidents since last year from 
131 to 144 but as this is under the target of 158, it 
stays green. 

Southern Water’s Environment+ programme, 
introduced in 2018, is focusing on areas at high 
risk of pollution. A ‘pollution task force’ has been 
created that is making regular and frequent 
‘health checks’ of the pumping stations and 
the sewer network to fully understand where 
pollution incidents are most likely to occur, as 
well as tackling potential problems by reaching 
and rectifying issues before pollution takes place. 
These actions are ongoing and the company 
maintains it is on track to come in under target 
for pollution incidents at the end of the five-
year period. The Environment Agency (EA) 
has confirmed that the company is being very 
open and honest and is also expecting to see 
improvements. 

The proportion of renewable energy used by the 
company has dropped from 17.2% to 15.8% and is 
now amber rather than green. The company uses 
two major and several smaller Combined Heat 
and Power plants for converting biogas to energy. 
One of the major plants was out of action last 
year for refurbishment and the other broke down 
when water vapour created technical issues. Now 
these issues are resolved the company expects 
performance to improve again over the next year. 

The forecast for this priority area for the end 
of this five-year cycle is mixed. The company 
expects to be within the target in most areas 
but, importantly, it is anticipating it will not meet 
targets in relation to serious pollution incidents 
and DI. Southern Water has committed to zero 
serious pollution incidents but is predicting two. 
It is also predicting that the DI will be higher than 
the target of 527 Megalitres per day.

Pollution incidents, leakage and the volume of 
water taken from the environment are important 
aspects of the environmental impact a water 
company can have. Given the scale of ambition 
that customers and stakeholders want Southern 
Water to embrace in their next business plan, we 
will take a keen interest in the action taken in the   
coming year to try to improve performance. 

 The one significant exception 
is the excellent performance on 
bathing waters which has once 
again improved and is now  

on target.
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The very high numbers of unsolicited enquiries 
regarding customers’ bills, 131,726, has vastly 
exceeded the target of less than 49,000. The 
company is predicting an end of period outturn 
of approximately 106,000, which is a 20% 
reduction from this year but will still end the 
period at more than 50,000 above the target. 
The numbers are so high because billing enquiry 
telephone contacts cannot be isolated from 
other calls. It has now developed an action plan 
to be able to identify and categorise in-coming 
calls and contacts for future reporting purposes.

Of the two remaining promises in this priority, 
the percentage of customers who know what 
their money is spent on has improved slightly 
from 56% to 59% and moves from amber to 
green, and the percentage who know what 
to do about hard water in their homes stays 
unchanged at 55% and amber. But the reality 
is that there has been little work to bring about 
changes in understanding and awareness 
on either of these two promises and, as the 
company is discontinuing them at the end of 
this five-year cycle, we are not expecting further 
improvements. 

Apart from these three last promises, Southern 
Water is predicting to be on or around the 
targets for the better information and advice 
priority by the end of the five years. 

Better information and advice
Last year we reported that progress in 
this priority was disappointing. This year 
performance has been very varied. 

The average per capita consumption (PCC) of 
water is 130 litres per person per day and is 
comfortably below this year’s target of 133 litres 
per day. Southern Water is confident the target 
will be met at the end of the five-year period and 
is forecasting a maximum reward. This is heading 
in the right direction to deliver the new overall 
goal of reducing consumption to 120 litres per 
person per day by 2030 and 100 litres by 2040. 

During this year, we have discussed the work 
being done on PCC and the plans for the new 
business plan targets at length and made a 
variety of suggestions. A key recommendation 
from the CCG for immediate implementation 
was for the company to develop its relationship 
with its water retailers. Since the opening of the 
non-household retail market in April 2017, it is 
the retail companies that supply water to the 
business and non-household sectors. Southern 
Water and the retailers need to work together to 
help locally-based businesses also reduce their 
water consumption. 

The company’s work to support customers 
in reducing blockages by better managing 
disposal of fat, oils and grease and wipes has 
received national recognition and won the Water 
Industry Awards 2019 for drainage and flood 
management initiative of the year. The work has 
contributed significantly to reducing the number 
of blocked drains across the region which also 
means it is reducing the risk of flooding. The 
number of customers who are now aware of the 
causes of blocked drains, 83%, is comfortably 
above the target of 79%.
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Affordable bills
Last year, we reported that Southern Water had 
exceeded its target for supporting its customers 
who are in genuine hardship. This year, the 
company has done better again, significantly 
exceeding its target of 194,700 to 269,926. 
Over the year we have consistently encouraged 
Southern Water to develop data sharing 
initiatives with other service providers within the 
region and work in partnerships to address the 
needs of the customers in genuine hardship and 
in circumstances that make them vulnerable. 

The company has now developed a 
comprehensive ‘reach and support’ programme 
that it is implementing. It has data sharing 
agreements in place and has mapped out its 
priority services. It is using targeted campaigns 
to raise awareness, is improving its renewals 
processes and creating flexible payments plans. 
It has also established a Customer Inclusion 
Panel, has a specialist training programme 
for its agents and has improved its incident 
management procedures for such customers. 
We welcome this programme. Its effectiveness is 
borne out by the numbers in the report card. 

It is encouraging that the percentage of 
customers who think Southern Water provides 
value for money has increased from 55% last 
year to 60% and moved from amber to green. 
The company has engaged with significant 
numbers of its customers this year to support 
its preparations for the price review and this 
appears to have had an impact on this target. 

By the end of the five years, Southern Water 
is predicting it will be supporting substantially 
more customers who are in genuine hardship, 
some 40,000 over the target, as awareness 
grows regarding the support packages available. 
It is also aiming to improve the percentage of 
customers who think the company provides 
good value for money. It is therefore forecasting 
that it will be on target for this priority.

End of the 2015–2020 investment 
cycle and the forecast financial 
implications
Of the 30 promises and targets Southern Water 
made to its customers and stakeholders five 
years ago, 20 have Outcome Delivery  
Incentives (ODIs) attached to them. ODIs are 
Ofwat’s mechanism to drive performance up 
across the water industry. If the promise is 
met or improved upon, the company will be 

financially rewarded. If the target has not been 
met the company will be faced with penalties. 
Penalties mean less funding from customers to 
invest during the next five years, meaning that 
shareholders must fund the work necessary or 
the company cannot do as well in the future.

Ofwat will be taking the promised closing 
position for March 2020 as the starting position 
for 2020–25, regardless of performance. 
Performance in this period will also affect Ofwat’s 
confidence in approving funding for the schemes 
that are proposed for 2020–25. On the other 
hand, Ofwat is raising the performance bar for 
the next period. All of this means that beginning 
2020 in a poor position will make it harder for 
the company to deliver its new promises for 
2020–25.

Most ODIs are calculated at the end of each 
year but three, leakage, PCC and the SIM, are 
calculated as the five year average, and one, 
bathing waters, is calculated at the end of the 
fourth year.

The company is forecasting rewards of £6.9 
million for PCC and £1.2 million for bringing 
bathing waters to excellent status, but only 
if these waters continue to be maintained at 
excellent. If they are, this will be a total of  
£8.1 million. 

On the penalties side, in the first year of the 
2015–20 period, the company incurred a 
penalty of £1.5 million when it did not meet 
its commitment to maintain the designated 
number of bathing waters at excellent. For 
interruptions to customers’ water supply, the 
company expects a penalty of £0.3 million for 
year three, 2017–18. It is expecting a penalty this 
year for odour complaints of £1.6 million and has 
forecast an additional £0.2 million penalty next 
year. Leakage is also likely to incur a penalty of 
£2.7 million and a £0.1 million penalty has been 
incurred for pollution. For the five-year period, 
the total of these penalties will be in the region 
of £6.4 million. 

In addition, the company is forecasting that 
it will not meet its targets on SIM and it is 
forecasting the maximum penalty of £36.4 
million, outweighing the rewards by some £34.7 
million. This would represent a significant gap for 
shareholders to plug. 
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Conclusion regarding the work that  
is needed to prepare for the next  
five-year period
In conclusion, Southern Water has to continue to 
focus on making a significant effort in particular 
areas to be able to meet all the promises it 
made to its customers five years ago and to be 
in a good position to begin the next five-year 
investment cycle. The areas particularly requiring 
attention include reducing leakage, avoiding 
and managing pollution incidents, resolving 
issues immediately to customers’ satisfaction 
and reducing the number of unwanted billing 
queries. We will be monitoring the company 
carefully during the coming year and challenging 
it to improve its performance to deliver 
everything it has promised to its customers  
and stakeholders.

 Last year, we reported that 
Southern Water had exceeded  
its target for supporting its  
customers who are in genuine 
hardship. This year, the  
company has done better  
again, significantly  
exceeding its target  

of 194,700 to 269,926.



Page 14 CCG Annual Report – 2018–19

Our work this year has focused heavily 
on Southern Water’s preparations of its 
new Business Plan for 2020–25 as part 
of the 2019 Price Review (PR19) process. 
Ofwat, the water industry economic 
regulator, gave Customer Challenge 
Groups (CCGs) a significant and 
important role in PR19 to: 

Ofwat also asked for a ‘step change’ in customer 
engagement at this Price Review: 

 
As the Southern Water CCG, we had to consider, 
challenge and independently vouch for the 
quality of the company’s customer engagement, 
and form a view on matters of substance such as 
the affordability of proposed bills, or whether the 
proposed performance commitments (PCs) it was 
making to its customers and stakeholders were 
sufficiently stretching. We thoroughly scrutinised 
how the company conducted its customer and 
stakeholder research and subsequently used 
the insight it gained about their priorities for the 
coming five-year period as the basis for its new 
business plan. 

There were three critical Ofwat-determined 
dates: 

1.   3 September 2018 – submission to Ofwat of 
the Southern Water draft business plan and 
our CCG Assurance Report 

2.   31 January 2019 – Ofwat published its initial 
assessment of company business plans (IAP) 

3.   1 April 2019 – resubmission of the draft 
business plan by Southern Water taking into 
account feedback from Ofwat. Whilst Ofwat 
did not expect further evidence from CCGs, 
we decided to submit a short letter setting out 
our views on the IAP. 

Our full report to Ofwat is found on the CCG 
pages of the Southern Water website, along with 
our letter on the IAP. In this Annual Report we 
summarise the main issues we addressed during 
2018–19.

A summary of our work on  
Southern Water’s preparation of  
its business plan for 2020–25
Our work on the business plan has spread over 
several years and in March 2018, we submitted 
an Advice Note, our strongest form of challenge, 
to the Southern Water Board Chair on its flagship 
programme to reduce demand for water. This 
programme is known as Target 100 or T100 and 
it is designed to help customers reduce their 
water consumption to 100 litres per person per 
day by 2040. We have been enthusiastic about 
the initiative because it is clear that it has the 
support of customers and stakeholders and, 
if the company’s customers can reduce their 
consumption, it will help to conserve vital water 
supplies for longer in the water stressed South 
East. T100 forms a central plank of the draft 
business plan. 

Our Advice Note was based on the fact that, 
while we had seen some interesting pilot work 
to reduce demand, T100 requires Southern 
Water to move from small scale pilots to a 
major cross-organisational programme. We 
therefore challenged the Board to develop 
a comprehensive programme, incorporating 
the learnings from the pilots, and prepare a 
plan as it would for major capital projects. We 
asked the company to make it clear how the 
programme would be designed and delivered, 
including the phasing, the contributions of the 
different components to achieving the target 
and how it would be mainstreamed throughout 
the organisation. We were delighted to receive 
an unequivocal response from the Chair of the 

The Water Industry Price Review 2019: a 
summary of our work and report to Ofwat

 Provide independent  
challenge to companies and  
independent assurance to 
Ofwat on the quality of a  
company’s customer  
engagement; and the extent to 
which the results of this  
engagement are driving the 
company’s decision making  
and being reflected in the  

company’s business plan.

 Putting customers at the 
heart of the way companies  
run their business is crucial to  
delivering our overall vision for 
the sector that customers and 
wider society have trust and 
confidence in vital public water 

and wastewater services.  
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Board in June 2018 committing to a full strategy 
and an underpinning work programme as well 
as new Performance Commitments on per capita 
consumption. Work on this has since been 
developed and presented to us for  
further advice.    

During the year we convened a number of 
topic-specific task-and-finish group meetings and 
conference calls to ensure we could advise and 
challenge on all aspects of the process that were 
within our remit. We gained first-hand experience 
of how the company engaged its customers, 
stakeholders and workforce by observing focus 
groups, attending seminars or participating in 
workshops as well as taking part in some staff 
engagement meetings and workshops. As a 
result some themes emerged: 

Environmental ambitions – we knew customers 
and stakeholders expected Southern Water 
not just to protect the environment but also to 
enhance it. We were concerned that too much of 
the work focused on meeting the requirements 
laid down by the Drinking Water Inspectorate 
and Environment Agency, and not enough on the 
enhancements which would meet customer and 
stakeholder expectations. We talked through the 

proposed activity at length with the company 
and concluded that they had an ambitious, broad 
and comprehensive environment programme. 
However it was clear that achieving the ambition 
would greatly depend on true partnership 
working. We advised that a partnership culture 
still needed to be embedded in its everyday 
business thinking. 

Working with rather than in communities – 
this was another area of strong challenge. 
The evidence we had seen so far suggested 
that the company was more used to ‘telling’ 
communities what it was going to do rather than 
asking them what it should do or how it should 
do things. Successful partnerships would, in 
our view, only be built by enabling communities 
to co-create and co-deliver solutions they had 
helped to design. The company agreed with our 
perspective and asked for our advice on how 
it could improve its approach. We discussed a 
number of schemes planned for delivery during 
2020–25, including lead pipe replacement, 
public access along river corridors and non-
networked sewer systems causing local flooding, 
and suggested ways in which communities could 
be supported to work with the company. 
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Our advice was based on six key requirements: 
understanding what the communal benefits 
would be; clarity and plain English in 
communications; personalised approaches to 
each issue; tangible intentions – being clear 
about potential benefits; engagement with 
the right people at the right time from the very 
beginning; and mutual agreement on milestones 
and timetables. We will be looking to ensure 
these principles are applied across all the 
schemes as the company begins to deliver its 
new programmes from 2020.

Understanding customers – the CCG advised 
that the company needed to develop a more 
mature and properly segmented understanding 
of the business and non-household sectors 
in its region. Important segments include: 
agriculture; health and social care; education; 
and leisure and hospitality, all of which are 
heavy water users but have varied and different 
needs from each other. Engagement with 
business customers is complicated by the fact 
that Southern Water no longer has a direct 
relationship with business users who are all 
served by one or other of the water retailers that 
were established in 2017. 

The CCG advised Southern Water to develop its 
relationship with retailers, in particular Business 
Stream, the largest water retailer in the area, 
which has contracts with big supermarkets and 
hotel chains. As well as providing the basis for 
better understanding of business customers, this 
could provide the platform for joint campaigns 
to make headway in introducing water efficiency 
programmes with regional businesses and  
non-households. 

Since then, Southern Water has created a 
‘Business Channels’ function which will manage 
the business-to-business services to its water 
retailers as well as with developers and local 
planning authorities. The new function offers key 
account management with improved support 

for these sectors as well as joint events to 
establish shared understanding of each other’s 
perspectives and improve relationships.  

We also challenged Southern Water to develop 
a deeper, richer understanding of people in 
circumstances that might make them vulnerable 
and of the changing views of customers of  
the future.

Performance Commitments (PCs) and Outcome 
Delivery Incentives (ODIs) – the CCG urged the 
company to improve its approach to engaging 
customers in the development of PC and ODI 
targets. We had several dedicated meetings to 
drill down into the detail and understand how the 
company had derived its proposals for these. 

Initially, we could not see how the candidate PC 
and ODI targets reflected customers’ priorities 
and we found it difficult to assess whether they 
were stretching or not without knowing the 
company’s current performance levels and how 
this compared with the performance of other 
water companies. We asked for more evidence 
until we were confident that the linkages 
between what customers had told the company 
they wanted it to do and the PCs and ODIs 
were proven. However, we were concerned that 
many of the targets will be new and it would be 
unacceptable not to have measures for these 
against which to monitor performance. We asked 
for a more comprehensive set of measures to be 
developed during the course of the first year or 
two of 2020–25 as a priority. 

Southern Water listened to our advice and, 
prior to submitting its business plan to Ofwat, 
it provided a ‘best estimate’ target for the new 
PCs, and it set a notional target at the level of the 
maximum reward, based on willingness to pay 
customer research, for the PCs that depended 
on co-delivery with customers, stakeholders and 
other partners. The company also agreed to 
review the newer targets two years into the  
new plan. 

 Ofwat identified three 
issues of substance that the 
company needed to address  
– cost efficiency, water  

resources and resilience.
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Culture – the CCG also spent some time 
advising on the shift in culture that the new 
business plan would require. In particular, the 
need to establish and embed new ways of 
working with more emphasis on partnerships and 
co-production. Co-production has implications 
for the capability, capacity and culture of the 
company that cannot be underestimated. 

As a result of our challenges and advice in 
these key areas, in 2018 Southern Water 
created a ‘Participation Strategy’ for immediate 
implementation, setting out how it intended 
to embed partnership working into business-
as-usual activities. The company also created 
a ‘customer action group’ for testing and 
developing new ideas and approaches. 

Finally, we asked the company to provide greater 
clarity on its long-term planning and which work 
programmes will run across more than one five-
year investment cycle. We wanted to understand 
the building blocks that would deliver long-term 
outcomes over several business plan periods.

Our work on the initial assessment 
of the business plan
Ofwat‘s initial assessment of the plan (IAP) 
was published on 31 January 2019. It placed 
Southern Water in ‘significant scrutiny’, the 
lowest category, along with only three other 
water companies. This meant the company was 
expected to make substantial amendments 
to its plan before it was resubmitted on 1 April 
2019, and that it would receive strong regulatory 
scrutiny in the intervening two months. 

Ofwat identified three issues of substance 
that the company needed to address – cost 
efficiency, water resources and resilience. We 
held a dedicated IAP meeting in March 2019 
to look into the issues in more detail. Many of 
Ofwat’s concerns did not fall within our remit, but 
we did have an interest in a few key questions.

On cost efficiencies, Ofwat required the 
proposed costs to be reduced by some £728 
million over the five-year investment cycle. 
Our concern was that this would affect the 
scope of the programmes Southern Water’s 
customers and stakeholders had prioritised for 
delivery, especially its planned environmental 
enhancement programmes. The company 
assured us it would not be cutting the 
programmes. It was looking for other ways to 
deliver more with less and had already found 
substantial savings. However, it was still some 
£365 million short as it reported back to Ofwat. 
This is a conversation that is therefore ongoing.

We advised Southern Water that if a way could 
not be found to address the funding gap, 
customers could not be expected to pay and 
shareholders would have to take responsibility. 
We added that if shareholders had to meet the 
funding gap and performance during 2020–25 
proved to be poor, we would need to ask 
whether this was due to under-investment in the 
assets or because shareholder returns were too 
high. This is an issue we may need to return to. 

On water resources, Ofwat had not supported 
the plan’s proposals for a desalination plant at 
Fawley in Hampshire. This had been planned to 
bring on-line a new water source for the region 
within the next five years. Without either this 
scheme or a suitable alternative, there is likely to 
be a serious water deficit in Hampshire by 2025. 
Ofwat proposed a new set of cross-regional 
discussions, beginning in 2020. This could  
mean that it would be impossible for Southern 
Water to meet Hampshire’s water demands in 
time and that could damage an already  
sensitive environment.

The CCG took the view that while regional 
discussions should be welcomed, Ofwat must 
find a way to ensure these would result in early 
closure on the way in which the Hampshire 
deficit would be filled, such that we and others 
could have confidence that water supplies can 
be guaranteed and the promised environmental 
benefits can be delivered by 2025. We also 
raised concerns that customers are not 
represented at a regional level and should be in 
the future. 

Ofwat also wanted more evidence of the 
company’s resilience in terms both of business 
processes and structures, and the long-term 
sustainability of its assets. Ofwat expects a 
response on this during August 2019, so we have 
agreed to revisit this closer to the time  
of resubmission. 

Finally, Ofwat also raised some questions about 
the PCs and affordability research. Southern 
Water conducted a small and rapid piece of 
additional qualitative customer research. This 
reinforced its earlier findings that the plan was 
affordable and the PCs were the ones that 
customers wanted. 

We decided to submit a letter to Ofwat to 
coincide with the timetable for resubmission of 
the business plan. Our letter is published on our 
pages on the Southern Water website. The PR19 
process will not be completed until the end of 
this calendar year. 
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Other work 
 
Incident planning and management
At the end of the last financial year, in late 
February and early March, the entire country 
was severely affected by the freeze and rapid 
thaw, and this was followed by one of the 
longest and hottest summers on record. Both 
of these resulted in some customers across 
the country losing their domestic, business and 
non-household water supply, in some cases for 
an extended period. In Ofwat’s review of the 
handling of the freeze-thaw, Southern Water 
was named as one of the companies that was 
least prepared and able to respond to multiple 
incidents of this kind. 

Ofwat asked for a ‘lessons learnt’ report from 
Southern Water. We offered our advice, but 
timelines were short and we did not see the 
report before it was submitted in September 
2018. We have since had discussions with the 
company about some of the actions we thought 
it needed to take. In particular, we advised on 
the way the company needed to engage with 
customers to find out how they want to receive 
information and updates during an incident. 
We also asked the company to take real time 
feedback when such events occur and we 
advised it to work with the wider industry to gain 
insight and identify best practice as part of its 
standard operations during future incidents.  
The company has since put in place new 
incident response structures, processes and 
training which should mean it is much better able 
to respond. 

Trust and confidence
Shortly before the submission of the draft 
Southern Water business plan, Ofwat asked us to 
report on how well Southern Water had engaged 
its customers on issues such as its corporate and 
financial structures. Specific areas of concern 
for Ofwat included scrutiny of the amount 
of debt the company has and an off-shore 
investment vehicle. The company has dealt with 
these issues during 2019 by making significant 
progress in closing the Cayman Islands financing 
company and reducing the company’s debt 
levels to maintain strong financial resilience. 
The company also successfully handled an 
issue with the Pensions Regulator by investing 
an additional £50 million into the company’s 
pension scheme and agreeing a recovery plan. 

The CCG has had an interest in issues around 
corporate accountability for several years and 
has been advising the company to do research 
to understand more about the way trust and 
confidence are built and broken and establish 
what customers and stakeholders want to 
know about such matters. We encouraged the 
company to have multiple conversations with as 
wide a cross-section of its customers as possible 
to establish what ‘good’ looks like in this space 
and understand what the drivers of trust are.

This year Southern Water agreed to do this work 
which indicated that reputation and trust are  
built on four things: the way the company 
delivers its services; how it looks after its 
customers; the impact of its policies; and the 
added value it provides. We have advised the 
company that it should develop a long-term  
trust index that would show comparability 
with both other water companies and the best 
companies in other sectors. Southern Water has 
committed to introduce a trust and confidence 
Performance Commitment, beginning in 2020. 
We welcome this. 

Customer and stakeholder 
engagement
During PR19 we have been calling for a more 
comprehensive customer engagement strategy, 
including in our first Advice Note in 2017–18. In 
June 2018 such a strategy was developed and 
we now receive regular updates on the way 
this is being embedded into business as usual 
practices. This is a significant and welcome  
step forward. 

Southern Water’s stakeholder engagement 
strategy has also had a recent refresh. We noted 
that the company has developed a wide range 
of partnerships and is embedding a partnership 
culture across its work programmes. We have 
advised it to be clear on both what it hopes 
to gain from these partnerships and what its 
customers and stakeholders want from them.

 Southern Water has  
committed to introduce a  
trust and confidence  
Performance Commitment, 

beginning in 2020.



Conclusion
The CCG has had some difficult but constructive 
conversations with Southern Water during the 
price review process, but as we write this we are 
able to say that the plans for the period 2020–
25 match the ambitions set out by customers 
and stakeholders. The challenge will be to get to 
the start of the programme ready to deliver from 
day one. That will require preparation during 
2019–20. We have seen some of that happening 

already; examples include the work on customer 
and stakeholder engagement, trust and 
confidence, planning for T100. It is crucial that 
Southern Water continues to move swiftly from 
research and pilots to scale up delivery across its 
region. Over the next year we will want to focus 
on other programmes that are being put in place 
to ensure the company gets to the starting line 
ready for action. 
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Appendix 1: How Southern Water  
measures its progress

In summary: Green indicates where we have met or exceeded a performance commitment.

Amber indicates where we have missed a performance commitment but are still  
on target to deliver the outcomes we promised to customers over the five-year period.

Red indicates where we have not met a performance target and have not delivered the outcomes 
we promised to customers. In some cases we have incurred a penalty for the shortfall. 

Performance
Our customer 
satisfaction score 
improved during  
2018–19, taking us 
from 15th to 13th in the 
industry league tables. 

The percentage of 
unresolved first-
time contacts from 
customers remains high 
due to changes in the 
way it is measured since 
the target was set.  

2018 
–2019

2017 
–2018

Customer satisfaction Service Incentive Mechanism (SIM) score

Percentage of contacts resolved first time1

Percentage of customers who feel our service meets their individual needs2

Percentage of customers who feel our service meets the needs of their community2

Number of compensation payments made to customers  
(Guaranteed Standards Scheme and Customer Charter)

Performance As a result of increased 
engagement with our 
customers, we are very 
pleased to see that 
more of them feel our 
services provide value 
for money. 

2018 
–2019

2017 
–2018

Customers in genuine hardship with improved support

Percentage of customers who feel our services provide value for money2

Performance

The root cause of every 
unwanted contact is 
analysed by our call 
centre teams, and we 
continue to review our 
processes. 

2018 
–2019

2017 
–2018

Water usage, per capita consumption (litres/head/day)

Number of unwanted billing queries (unwanted from a customer’s point of view)

Percentage of customers who are aware of the causes of blocked drains2

Percentage of customers who are aware how their money is used2

Percentage of customers who are aware of how to deal with hard water2

¹ The method for reporting First Contact Resolution has been based on using a 30-day window and is consistent with the figure reported for the prior year. 
This is inconsistent with the methodology used to set the final determination target which used a 21-day window. We also note that the Final Determination 
specified that the measurement would be undertaken by a third party. In fact the calculation is carried out internally and assured by  
a third party. We advised Ofwat of this in June 2018.

² Our annual customer survey reached around 1,335 customers online or by post during March to April 2019 and is intended to give us a year-on-year 

customer view on a number of indicators from value for money to awareness of how to prevent blockages. 
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³ As we reported last year, following external assurance of the category 3 pollution data collected during 2016 and 2017, we identified a number of issues 
with the processes and systems used to generate that spills data, and we have now applied a confidence band to that data. The data is now subject to an 
ongoing improvement plan which is resolving long standing issues. The details of the steps taken to improve the robustness of the spill data collection, the 
data processing systems and the assurance of that data, have been shared with Ofwat and the EA. The improvements are being delivered although not yet 
completed; the spill data provided to the EA for 2018 was subject to a confidence band of +/- 10%. Improvements have led to a more granular understanding of 
process risk and enabled targeted interventions to increase quality. Our self-reporting of pollution incidents to the EA in 2018 has increased to 83%, one of the 
highest in the sector and well ahead of the industry average of 76%.

Performance Our water quality  
target for 2018–19  
was 100% and we 
achieved 99.98%.

Residual damage to 
our network from the 
Freeze/Thaw incident 
in March 2018, rapidly 
followed by the 
prolonged hot summer, 
meant we were unable 
to meet our leakage 
target. It is likely, given 
current performance, 
that we will miss our 
five-year target.

2018 
–2019

2017 
–2018

Water quality (Mean Zonal Compliance) (%)

Number of contacts regarding discolouration per 1,000 population

Number of properties with low water pressure

Customer minutes lost supply > 3 hours

Leakage (millions of litres of water per day)

Number of customers affected by temporary use bans

Maintain asset health

Performance There was a spike 
in complaints about 
odour at our Portswood 
wastewater treatment 
works between 
April and August 
2018 due to issues 
encountered during 
odour improvement 
works. Phase 3 of the 
improvement scheme  
is underway.

2018 
–2019

2017 
–2018

Number of blockages per km/year

Number of internal flooding incidents

Number of external flooding incidents

Number of customer complaints regarding odour

Maintain asset health

Performance Our pollutions performance  
was unacceptable during 2018, 
with us recording 7 serious 
pollution incidents (category 1 
and 2). As a result, a dedicated 
Pollution Reduction Plan 
has now been put in place, 
which was reviewed by the 
Environment Agency. 

Our distribution input remained 
high due to the impact of the hot 
weather over the summer. 

Our renewable energy 
generation decreased in the 
year due to maintenance work 
on our biogas assets.

2018 
–2019

2017 
–2018

Wastewater treatment works compliance (%)

Maintain the number of bathing waters assessed with excellent water quality

Number of serious pollution incidents (category 1 and 2)³

Number of less serious pollution incidents (category 3)³

Distribution input (Ml/day) (the amount of water put into supply)

Renewable energy usage
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