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Who we are
Strategic report

Our vision
To create a resilient water future for customers in the South East.

Succeeding  
together

Collaborating to build better 
relationships across our region, 

helping our many different 
customers to better understand 

the true value of water and  
safe disposal of wastewater. 

Doing the  
right thing 

Providing consistently  
good services at prices that 
are affordable for all within 

the parameters of an ethical 
business framework.  

As well as looking for new 
ways to adapt and evolve our 
infrastructure to protect and 
enhance the environment. 

Always  
improving 

Constantly evolving our 
technology and searching 
for new ways to make our 
operational and customer 

services more resilient  
in the face of both unexpected 

incidents and regional  
and global challenges,  

such as population growth  
and climate change.

Our purpose

We provide water for life to enhance health and wellbeing,  
protect and improve the environment and sustain the economy.

Our values

We work on behalf of and with our customers, partners and communities.  
With them, we provide water for life by:
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We provide essential water services 
to 2.5 million customers and wastewater 
services to more than 4.7 million 
customers across Sussex, Kent, 
Hampshire and the Isle of Wight. 
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2018–19 2017–18 (Restated*)

Turnover¹ (before regulatory settlement) £876.3m £857.7m

Operating profit (before regulatory settlement) £256.4m £263.3m

Provision for regulatory settlement2 (£138.5m) –

Profit before interest and tax £118.8m £275.3m

(Loss)/profit for the financial year3 (£232.9m)  £170.7m

Capital investment £442.2m £440.2m

Non-current assets (excluding debt) £6,125.9m £5,955.6m

Return on capital employed (ROCE)4 2.1% 4.9%

Average water and wastewater customer bill £436 £420

*  The prior year has been restated for the transition to IFRS 15 as explained in note 3 to the financial statements.
1   Non-appointed activities (these are not regulated by our licence but related to our business, such as property search information)  

were 1.2% of our statutory turnover.
2   Following its investigation into our wastewater treatment works compliance reporting, subject to the outcome of a public consultation, 

Ofwat has confirmed its intention to impose a penalty under Section 22A of the Water Industry Act and we have also proposed undertakings 
to make rebates to customers over the period from 2020 to 2025. We have provided in full for this proposed regulatory settlement in the 
financial statements for 2018–19.

3  The loss of £232.9 million in 2018–19 was as a result of the provision made for the regulatory settlement together with the fair value 
movement on derivative financial instruments.

4  ROCE is presented as the ratio of profit before interest and tax (£118.8 million) to non-current assets excluding debt (£6,125.9 million)  
less current liabilities (£366.5 million). 

Our finances



Page 6 Our business modelPage 6

Our business model  

As a regulated company, providing 
essential water and wastewater 
services to customers across the 
South East, our business model is 
reliant on a number of key resources 
and relationships that enable us to 
meet our obligations for customers, 
stakeholders, the wider community, 
regulators and our shareholders. 
These include:

•  Natural resources – managing water 
resources, protecting the natural  
environment and processing waste  
to generate renewable energy.

•  Employees – developing and motivating our 
employees, incentivising them to deliver a 
high-quality customer experience at every 
touchpoint with consumers of our services.

•  Active participation – engaging customers 
with the role we all play in valuing water, 
encouraging behaviour change to protect 
resources and sharing ownership for how 
water is used, viewed and valued.

•  Suppliers – building a strong relationship 
with those companies who work on our 
behalf.

•  Assets (infrastructure) – efficient 
maintenance of our sites, equipment and 
networks, significant capital investment 
to construct new assets and innovation to 
inform future development.

•  Financing – maintaining a robust capital 
structure, long-term cost-effective debt 
and proactive engagement with investors 
to maintain access to a range of financial 
markets.
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Maintenance 
and development
We constantly monitor our water 
and wastewater sites and networks, 
conducting maintenance and 
developing new infrastructure where 
necessary.

Water is 
collected
Our water is mainly drawn from 
underground storage facilities 
or aquifers, rivers and boreholes.

Associated risks 

At each stage of this cycle there
are a number of opportunities 
and risks. We always seek to 
maximise opportunities, while 
quickly identifying, managing 
and mitigating any risks.

The water cycle

The delivery of water and 
wastewater services to customers 
is detailed in this water cycle 
diagram. Our capital investment 
process maintains and constructs 
the infrastructure needed to support 
these services, and our various 
customer-facing teams act as a point 
of contact with our customers.

We engage with customers, 
stakeholders and partners as active 
participants across the whole 
cycle to underscore the role we 
all play in delivering high-quality 
service throughout.

Failure to monitor, maintain and 
increase capacity of our water and 
wastewater sites and networks could 
result in life-threatening injuries to 
our employees and local residents, 
disruptions to water supply and 
damage to property. Any and all of 
which could potentially pose risks to 
public health.

In our densely populated and 
water-stressed region, we must 
balance the need to supply 
high-quality water to our customers 
with the need to preserve our 
natural sources.
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Water is 
cleaned
Our 84 water treatment works clean 
raw water to the highest standards, 
making it safe to drink.

Clean water is 
put into supply 
Our 13,929 kilometre network of 
pipes and 205 service reservoirs 
deliver a continuous supply of 
clean water to our customers.

Customers enjoy 
our water
Customers across the South East 
go about their daily lives, enabled 
by a supply of safe, clean drinking 
water and the removal of wastewater 
from their homes and businesses. 
In 2018–19 we put 559 million litres 
per day into supply.

Failure of key assets during this 
phase could result in risks to public 
health from reduced water quality 
and/or disruptions to supply. 
We also use a number of chemicals 
during the water treatment process 
which, if not handled correctly, 
could result in injuries to our 
employees or could present 
a hazard to our customers.

If we fail to meet required distribution 
performance standards, public 
health could be put at risk, our 
customers could experience supply 
interruptions or reduced water 
quality and we may experience 
increased leakage from our network.

If we do not constantly look to 
improve and maintain high levels of 
service and quality, we run the risk 
of not fulfi lling our obligations to 
customers to provide high-quality 
drinking water and clean bathing 
waters.
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Wastewater 
is collected
Our 39,808 kilometres of sewers 
and 3,321 pumping stations collect 
wastewater from our customers’ 
homes and businesses and from 
outside drains.

Customers 
are billed
Our Customer Service teams 
calculate and distribute customers’ 
bills and handle any related queries.

Wastewater is treated 
and returned to the 
environment
Each day 739 million litres of 
wastewater are carefully screened, 
fi ltered and treated at our 365 
treatment works, meeting strict 
environmental standards, before 
being returned to the environment. 

If we do not remove wastewater 
eff ectively and manage our network, 
we may cause sewer fl ooding, 
pollution of our environment and, 
ultimately, unnecessary distress to 
our customers.

Errors in our billing calculations or 
customer information could lead 
to increased levels of customer 
dissatisfaction and a rise in contact 
and complaints, all of which could 
irreparably damage our reputation. 
Failure to properly protect the data 
we hold could also lead to signifi cant 
fi nes under Data Protection (GDPR) 
and Networks and Information 
Systems (NIS) directives. Ofwat has 
performance-based rewards and 
penalties, for which we may incur 
fi nancial penalties if we do not 
continuously improve our customer 
service performance, relative to our 
peers and our own targets.

if we experience an operational 
failure during this phase, we could 
damage our environment. Potentially 
hazardous processes and substances 
are also used which could cause 
injuries to our employees. Our 
customers, businesses and others 
could be aff ected.

Resilience to fl ooding – changing 
rainfall patterns, more frequent and 
intense storms and rising sea levels 
could all lead to an increased risk of 
fl ooding if volumes overwhelm our 
assets. Excessive rainfall can result 
in high groundwater levels, which 
are not possible to control. This 
leads to fl ooding of private land and 
property, possible contamination 
of water supply, and infi ltration/
inundation of sewers. Serious fl oods 
seen historically have highlighted 
the need to protect our water 
and wastewater treatment works 
and pumping stations from being 
aff ected during a fl ood.

For a more detailed explanation of our principal risks, see the ‘Risks’ section 
of our Financial Performance report on pages 103 to 117.
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How we are regulated

Our regulated water and wastewater  
business works in five-year planning cycles.  
For each five-year period, we develop a  
business plan which is based on our  
customers’ priorities and then reviewed by  
our regulator, Ofwat. 

Our plan includes both the forecasted  
costs of delivery of services and what that  
means in terms of customers’ bills, and sets 
measurable performance targets aligned 
to priorities that customers have told us are 
important to them. 

The forecasted costs of delivery of our services include: 

•  Operating costs –  the day-to-day running costs of 
the business. 

•  Depreciation costs – the cost of our assets or 
infrastructure over their lifespan.

•  A return on capital investment – returns to 
shareholders who have provided funding for 
investment and interest on money borrowed to 
invest.

•  Taxation – what we expect to pay in corporate taxes.

The costs include any penalties and rewards set by 
Ofwat for past performance. 

Performance targets and  

incentives – service delivery 

Total revenue we can recover 

 from customers – customer bills

Final Ofwat decisions on:

Ofwat review and challenge

Sets measurable targets that  

reflect customer priorities

Incentives (penalties and rewards)  

for delivering these targets

Forecasted costs to  

deliver customer priorities =  

operating costs  

+ costs of maintaining our assets  

+ costs of financing investment  

+ penalties and rewards  

for past performance

Southern Water  
five-year business plan:

Customer priorities and outcomes



Page 11Southern Water Annual Report and Financial Statements 2018–19

Independent scrutiny of our plans

Ofwat scrutinises and challenges our plans, 
benchmarking the proposed costs of delivery, 
performance targets and incentives against 
the proposals of the other 16 water companies 
in England and Wales, to ensure best value 
for customers. As part of this review, it also 
determines the return our investors can earn, 
based on evidence from capital markets. 

It then decides how much revenue we can 
recover from our customers through water and 
sewerage bills, and the performance targets 
that we must meet. Our directors’ remuneration 
is linked to these performance measures and 
the value delivered to our customers and 
shareholders. 

Our Five-year Business Plan to 2020 included 
26 clear promises to address the issues that 
customers told us were important to them.  
A number of additional commitments were also 
made following a review by Ofwat. You can read 
these in full on page 40. 

Almost as soon as we have completed a price 
review process, we start planning for the next. 
This begins with a comprehensive consultation 
with customers, stakeholders, interest groups,  
our independent Customer Challenge Group 
and our suppliers. We gather opinions through 
workshops, discussion groups, publications, 
community events and interactive online tools.  
We then collate these views and incorporate  
them into our plans. 

This extensive consultation process has set  
our strategic direction in our next Business Plan 
for 2020 to 2025. 

Ofwat reviewed our plan following submission in 
September 2018 and made its initial assessment 
in January 2019, placing us in the ‘significant 
scrutiny’ category, which means greater 
regulatory oversight to protect customers’ 
interests. While it recognised our recent 
progress, it continued to have some concerns 
regarding our past performance as well as 
around specific areas of our plan including cost 
efficiency, long-term resilience and our track 
record in delivering for our customers. 

Our response to this initial assessment has 
now been submitted and we will receive a Draft 
Determination from Ofwat in July 2019. We will 
then work with Ofwat to finalise a plan we are 
confident we can deliver, before receiving its  
Final Determination in December 2019. Our 
2020–25 plan will officially commence in April 
2020, but we are already working hard to deliver 
the improvements our customers want to see.
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In order to deliver water for life and a resilient future  
for all of our customers, we must co-imagine and  
co-create it with them. We have started on a journey, 
which is building on our solid foundations and  
moving towards greater active participation with  
our customers and stakeholders. 

This is for everything we do – in the design, production, 
delivery, consumption, disposal and enjoyment of water, 
water services and the water environment in the home,  
at work and in the community. 

We need to engage with more customers than ever 
before so we have been implementing innovative new  
ways to increase active customer participation. 

Through listening to our customers and stakeholders  
and reviewing best practice in and outside the  
water industry, we created guiding principles for  
how we approach active participation. In June 2018  
we worked with our Customer Challenge Group to 
develop our participation strategy and implemented  
it immediately.

Succeeding together

•  Shared planning

  Working together to ensure  
our engagement activities 
happen at the same time.

•  Collaboration

  With our customers, 
stakeholders, employees  
and other water providers.

•  Two-way dialogue

  Ensuring we engage in  
a way which encourages  
open discussion.

•  Partnering

  Working much closer  
with our partners to bring  
in their expertise.

Always improving

•  Innovate our approaches

  Constantly testing new  
ways to engage.

•  Iteration by design

 Ensuring we learn as we go.

•  Open to challenge

  Actively seeking expertise  
and recommendations to  
help us improve.

•  Comparative learning

  Looking inside and outside  
the industry at best practice.

Doing the right thing

•  Integration

  Using different insight  
sources together from  
across our engagement.

•  One voice

  Triangulating the sources  
to have a clear view of  
customer feedback.

•  Participation first

  Starting with the customer  
and how they can play  
an active role.

•  Segmentation evolution

  Understanding individual  
needs and tailoring  
our engagement.

Customer participation

Our 12 principles are designed around our values:

Page 12
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We have welcomed the 
opportunity to engage 

with the company at 
stakeholder events, 

through consultations, 
and via the local 
groups on which 

we sit, including in 
particular the Hampshire 

Stakeholder Panel, 
Hampshire Water Resources 
Group and the Test & Itchen 

Catchment Partnership. It is through  
this engagement that we have been  

able to share our aspirations and  
priorities for the natural environment with  
Southern Water, and to highlight the areas 
where we strongly support the company’s 

proposals, as well as those where     a  
we would like to see greater ambitionddo    

o    

Stakeholder feedback in endorsement of  our 
2020–25 Business Plan, August 2018

          It has been  
a very worthwhile 
experience and 
has made me 
have a complete 
revaluation of what  
I think about water.  
I also now know of all the  
great things  that our providers  
do to make water safe. In addition  
all they do for the environment  
we live in through to our  
rivers and coastal areas etc.   
It’s been an experience  
I have thoroughly enjoyed

Customer feedback in being  
part of our  water scarcity  
customer action group,  
September 2018
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Employees 
Where we have been:

We mapped over 100 customer 
touchpoints, interviewed 400+ 
employees, hosted 16 roadshows 
and  70+ colleagues took part in 
engagement development sessions 
to build our vision, purpose and 
values – central to driving  
a customer-first culture.

Where we are going:

Greater active participation through 
building of an employee feedback 
hub, access to relevant and up-to-
date performance and customer 
insight to help focus on areas 
of strongest importance to our 
customers and stakeholders. 

Employee innovation  
– Rapid Start

Colleagues and partners coming 
together through our innovation 
lab (bluewave).  Our Rapid Start 
programme brings expertise  to 
develop ideas and solutions to 
improve services, such as how we 
manage customer-reported leaks and 
skills  management for new starters.

Stakeholders
Where we have been:

Over 150 meetings, events and panels with  
stakeholders in 2018–19 through our regional and 
national networks to engage around priorities, incidents, 
service, policy decisions and our Business Plan.

Where we are going:

Greater active participation through strengthening  our 
county partnerships and networks, developing consistent 
engagement approaches and increasing  our national 
presence on the important issues for  our stakeholders.

Strategic panels – environment panel

An active panel of environment and land management 
leaders that provides strategic advice and external 
challenges on key issues facing the water industry.   
Our panels support vulnerable customers and local  
issues impacting communities and we have held  
a number of water policy roundtables to stimulate  
debate on  key issues of national significance.

Customers
Where we have been:

Over 40,000 direct interviews went into building the 
2020–25 Business Plan through an innovative range  
of approaches to engage around customer priorities, 
service and support, complaints and communications.

Where we are going:

Greater active participation through closer working 
in communities, tailoring our engagement activities  
to individual needs and more collaboration in and  
outside the industry.

Customer action group 
 – incident management 

An active customer panel that provides feedback on 
current service and support issues, evaluates proposed 
solutions then reconvenes with fresh customers to further 
develop improvements. Customer Action Groups have 
also helped across our understanding of water scarcity, 
developing  our brand and reducing water consumption.
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Our Customer Challenge Group

Our Customer Challenge Group (CCG) was 
established as a result of a commitment made 
in our Business Plan 2015–20. Its purpose is to 
provide independent advice and to challenge 
us on the delivery of the commitments made in 
our plan, acting on behalf of customers where 
performance is less than promised. 

As part of this, it produces an annual report 
– available at: southernwater.co.uk/CCG – 
which details its thoughts on our performance 
over the year. It also reviews our Statement of 
Risks, Strengths and Weaknesses and our data 
assurance processes. We have also consulted 
the CCG in relation to this report.

The CCG operates on a transparent basis so 
anyone who needs more information can write to: 
Customer Challenge Group secretariat,  
Southern House,  
Yeoman Road,  
Worthing,  
West Sussex  
BN13 3NX.

 Its purpose is to provide 

independent advice and to 

challenge us on the delivery  

of the commitments made  

in our plan, acting on behalf  

of customers where performance  

is less than promised 
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We still have work to do

Despite the progress already made, we accept 
we still have to improve our performance in 
many areas of the business and, at the same 
time, regain the confidence of our regulators, 
stakeholders and customers. 

We are committed to delivering an independently 
assured set of plans which further address the 
underlying issues that led to poor business 
practices and reporting. Our delivery against 
these plans will be reported to Board, CCG,  
Ofwat and key stakeholders to enable  
transparent scrutiny.

Creating a resilient water future

Our universal metering programme and water 
efficiency initiatives have already increased our 
resilience to extreme weather events, such as 
the long, hot summer of 2018. However, incidents 
such as the Freeze/Thaw earlier that year 
highlighted that there are still shortcomings in our 
resilience and incident response. 

Ofwat has asked to see additional assurances 
around the resilience of our services and proof 
that we have learnt from such extreme weather 
incidents and the accompanying financial shocks 
to our business. 

In response, we are putting in place a systems-
based approach to resilience, a draft of which  
we shared with Ofwat in May 2019. Our resilience 
plan will be independently reviewed.  

Our water resources face significant resilience 
challenges – most notably the changes to our 
abstraction licences on the River Test and River 
Itchen in Hampshire. Meeting this challenge 
requires urgent, but considered, action.

We are working intensively with colleagues, 
both regional and national, to identify the most 
appropriate strategic water resources for the 
South East. This includes undertaking additional 
analysis to determine the role of the proposed 
Fawley desalination plant as part of a mix of 
regional solutions.  

Our Business Plan 2020–25

in developing our Business Plan 
2020–25, we asked for feedback 
from more customers and 
stakeholders than ever before.  
We are confident that our ambition 
meets their expectations and 
demonstrates how our business  
will create a resilient water future  
for the South East. 

However, we fully accept the concerns Ofwat 
expressed in the Initial Assessment of our 
Plan in January 2019, including the need to 
demonstrate a deeper understanding of the 
resilience challenges we face, that some of our 
performance commitments were not challenging 
enough and that we could deliver our promises 
more efficiently. 

In our response, submitted in April 2019,  
we explained the actions already taken and 
those we had committed to making to ensure  
our regulators, stakeholders and – most 
importantly – our customers can be confident  
we will meet their expectations. 

Examples of the actions we have committed 
to were outlined by our chief executive in his 
summary on pages 19 to 25. 

These actions are intended to reassure our 
customers, regulators and stakeholders we  
will meet our regulatory, environmental and 
societal obligations and deliver on the  
promises we made. 

We are transforming our business

Our transformation programme is delivering 
tangible improvements across our business. 
We accept there is still work to do to address 
historical issues and to improve our operational 
performance. 

We have identified past performance failures 
and plans have been put in place to rectify them. 
Our transformation  programme is coordinating 
improvements across the business to ensure 
we start the next five-year period on a sound 
footing. Our Operational Excellence, Water 
First and Environment + programmes, already 
discussed in this report, are increasing efficiency 
and productivity, reducing risk, improving 
compliance and reinforcing operational 
resilience. 
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Changing the way we work, 
innovating as we go

We are working with partners across our region 
to develop innovative solutions to the collective 
challenges we face; Ofwat also recognised this 
in its Initial Assessment of our Plan. 

We have expanded our approach to identifying 
potential bio-resources trading opportunities 
and are exploring innovative and market-driven 
options as part of our work to secure strategic 
water resources. We will share fuller information 
about our approach to bio-resources trading 
and our delivery plan for our Drainage and 
Wastewater Management Plan (DWMP) by 
August 2019. 

Our transformation programme is driving 
cultural change across our business, including 
embedding a culture of innovation. This is 
championed by our Director of Customer and 
Commercial Services and is being facilitated by 
our expanding bluewave innovation lab. 

Moving forward together

We recognise that outside of the five-year price 
review process there is an enormous amount 
of change and challenge in the water and 
environmental sectors. We are in a period of 
dynamic transformation.

Our customers have asked us to invest in the 
future to protect and improve the environment. 
With the support of Ofwat, the Environment 
Agency and the Drinking Water Inspectorate, as 
well as other stakeholders, we can ensure that 
catchment-based and natural capital approaches 
become a more established way of sustainably 
improving resilience.

We are delighted to say that we have signed 
an initial agreement of understanding with our 
region’s three Wildlife Trusts to enter into a 
strategic partnership which will help support 
the delivery of a range of tangible outcomes to 
benefit residents, communities and the natural 
environment. We are also in advance discussions 
with the Rivers Trust and National Parks 
regarding signing similar agreements in order  
to further expand our partnerships.

We look forward to continuing to work closely 
with Ofwat and our other regulators between 
now and the Final Determination in December,  
in particular to explore how we can take forward 
catchment-based investment and innovative 
approaches to environmental stewardship.

 Our transformation programme  

is driving cultural change across  

our business, including embedding  

a culture of innovation 
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Our plan in summary

To create a resilient water future for customers 
in the South East we have developed five shared 
long-term outcomes, which will enable us to 
achieve our ambition through a combination of 
being brilliant at the basics and delivering five 
transformational programmes.

Being brilliant at the basics means delivering  
a number of key outcomes for customers 
in 2020–25. Successfully achieving these 
outcomes demands step changes in our 

approach, culture and some areas of 
performance, allied to a relentless discipline  
of continuous improvement.

Our transformational programmes support 
and build upon our plans to be brilliant at the 
basics. They have been developed from a 
combination of customer and stakeholder insight 
and innovative thought leadership. They have 
been tested and informed by UK and global best 
practice, and we believe they are examples of 
co-imagination and co-creation.
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Lauren Tyler, Head of Innovation

Embracing smarter ways of working

Case 

study

Plus, population growth means  
we face new challenges.  
We’re always looking for 
new ways of working 
that will deliver better 
outcomes. However, 
we want to make 
sure any money we 
invest in innovation 
has the biggest 
possible impact.

With this aim, 
we set up our 
bluewave lab in 
June 2018. Based 
in a shared office 
space away from our 
operational sites, bluewave 
is a bit like a start-up. It gives 
our people a collaborative space to 
get away from their day jobs and get creative. 

In the lab, we use agile working to innovate 
smarter and faster. Instead of long roadmaps, 
we work in sprints to quickly generate ideas 
and test them before we scale them up.  
For each sprint, we form a team to focus on a 
specific challenge. We spend the first  
48 hours coming up with ideas, then select 
the ones that seem most viable. From here, 
we carry out rapid experiments to see which 
ones are worth developing. Once we’ve 

created a prototype or mock-up, we take 
it back to the business as a proof 

of concept to trial and progress 
further.

Ideas sparked at bluewave 
are already changing 

several areas of our 
business. So far, we’ve 
condensed the basic 
training we give new 
operations staff, so 
they can get going 
more quickly. We’ve 
developed new ways to 

remove phosphorus from 
the water supply. We’ve 

looked at how digitisation 
can make us more efficient 

– like using QR codes to autofill 
forms and save time for employees in 

the field. Meanwhile, as part of the EU-backed 
NEREUS project, we’re exploring how to 
recover valuable nutrients from wastewater.

We already have over 25 research and 
development projects underway and we 
expect to achieve efficiency savings off 
the back of them. In future, we have plans 
to involve other water companies, utilities 
suppliers and tech firms in bluewave projects 
to deliver even better outcomes for our 
customers. 

We’re under constant pressure from our regulators and customers to 
improve our service and bring down our customers’ bills.  

 Ideas sparked at bluewave are already  

changing several areas of our business 
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Our commitments to customers  
In our Five-year Business Plan 2015 to 2020 we made 26 clear customer promises  
and a number of additional commitments following Ofwat’s review.

*  Note this promise contributes to both better information and advice and affordable bills

•   No ‘serious pollution incidents’ affecting local rivers,  
streams and beaches caused by our operations by 2020 

•   Aim for 100% compliance by our wastewater treatment  
works with required standards – at least maintain 
performance at 98.6% (2014–15 target level)

•    Increase by seven the number of beaches with ‘excellent’ 
bathing water quality by 2020 

•   Increase the proportion of renewable energy we use  
to 16.5% by 2020 

•   Reduce the amount of water we take from the environment 
by 1.4%, despite predicted population growth of 4%

•   Quick and effective resolution of your queries  
– 90% resolved first time by 2020

•    Improved service to you and your community  
– increase the number of customers who feel our 
service meets their individual needs and those  
of their community

•    Improved ranking in our regulator’s league table for 
customer satisfaction – be among the best by 2020

•    Direct compensation paid if we let you down  
– this will be linked to the service standards set out 
in our updated Customer Charter

•    No restrictions on water use, such as hosepipe bans, 
unless there are at least two dry winters in a row 

•    Reduce leakage by 2020 – target of 86 million  
litres a day by 2020, equating to a reduction of  
almost two million litres a day

•    No increase in the average time you are without  
water, for example because of a burst water main

•   Aim for 100% compliance with drinking water  
quality standards – at least maintain performance  
of 99.93% then 99.95% from 2017–18

•   No increase in the number of households suffering 
from persistent low water pressure 

•   Help reduce the effect of hard water in homes and 
businesses – increased customer understanding 
through better information and advice

•   A 10% reduction (15 litres per person, per day) in 
average water use by 2020 with better advice on 
saving water, energy and money – we will reduce 
average water use from 148 litres (2012–13) to 133 
litres per person, per day*

•   Improved advice on how to prevent blocked drains 
to help reduce blockages – increase the number of 
customers who know how to help prevent blockages 
in drains and sewers

•   A 50% reduction in bill queries by 2020 

•    Customers provided with better information about 
what we do, why we do it and what it costs – increase 
the number of customers who understand how we  
use the money they pay us

•    Efficiency savings made during 2015–20 to help keep  
bills as low as possible 

•   A 10% reduction (15 litres per person, per day) in average 
water use by 2020 with better advice on saving water,  
energy and money – this will reduce average water use  
from 148 litres (2012–13) to 133 litres per person, per day*

•    Customers in genuine financial hardship provided  
with improved support – increase the proportion of  
customers who take up the support we offer around bills

•   Customers provided with better information on how we 
are providing value for money – increase the number of 
customers who feel our services provide value for money

•   No increase in the number of blockages  
in our sewer network 

•   Significant reduction of 25% in sewer flooding 
inside your homes and businesses by 2020 

•   No increase in the number of incidents of sewer 
flooding affecting outside areas 

•   Reduction of 5% in complaints about smells from 
our wastewater treatment works and pumping 
stations by 2020 
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How we track our progress
The table below shows how we have performed against our business plan commitments 
in 2018–19. Our Customer Challenge Group (CCG), regulators and technical auditors 
independently monitor this plan – see page 14 for more information on our CCG.

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. 

Further explanation of how we track our performance is set out in subsequent sections of this report.  

Detailed definition and explanation for red/amber/green on each commitment, together with the potential reward/
penalty associated with them, is given in Appendix 2 of the Annual Performance Report – this section of the report  
is also downloadable from: southernwater.co.uk/annualreport.
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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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Financial impact of our performance

We highlight the financial impact of the Ofwat 
investigation into the historic management  
and operation of our wastewater treatment 
works on page 26 and this is excluded from  
the comments below.

A number of our Business Plan 2015–20 
performance commitments have financial 
rewards and penalties associated with them.  
In 2015–16, we incurred a penalty of £1.5 million 
for not meeting our Maintain Excellent Bathing 
Waters commitment. In 2016–17 there were  
no penalties, while in 2017–18 we incurred 
a penalty of £0.3 million for our Supply 
Interruptions commitment.

Due to complaints resulting from the late  
delivery of a project to manage odours at our 
Portswood treatment works we have incurred  
a penalty of £1.6 million in 2018–19 and expect  
to incur an additional £0.2 million next year.  
We also incurred a penalty of £0.1 million due  
to not meeting our pollution incidents target. 

For our 2015–20 leakage performance, there is 
now a forecast penalty of £2.7 million. We are, 
however, forecasting a reward for beating our 
target to reduce Per Capita Consumption (or 
average daily water usage) of £6.9 million and 
£1.2 million for bathing water improvements 
delivered ahead of schedule.




