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Welcome
In these pages, you’ll ﬁnd a summary
of our annual performance.
It has been another testing year for the water
industry – companies have faced extreme
weather events, challenges to long-term
resilience and issues of trust and transparency.
After investigating data and compliance
misreporting between 2010 and 2017, which
we had ourselves discovered and brought
to their attention, in June 2019 our regulator
Ofwat confirmed its intention to impose a
penalty. We have also agreed to give our
customers substantial rebates on their bills
in recognition of our failure to meet their
expectations. The Environment Agency
continues to investigate these issues. We
continue to work hard to address these matters
and become a better business every day.
Water is fundamental to our health, our
happiness and the economic wellbeing of
our region, so we take the responsibility
of maintaining that safe, clean supply very
seriously. We work hard every day to deliver
high-quality water and wastewater services
to our customers. At the same time, we are
focused on transforming our business so we
can work towards a resilient future for water in
the South East while preventing the mistakes
of the past from happening again.

Ian McAulay
Chief Executive Officer

Ian McAulay

This document aims to give you
a clearer idea of:
• who we are as a business
• how we’re doing as a business
• what we do every day.
Need more info?

Annual Report
&
Financial Sta
tements
2018–19
Transforming

together

Our full Annual
Report and
Financial
Statements is
available at
southernwater.co.uk/annual-report
Find out more about our response
to Ofwat’s investigation at
southernwater.co.uk/ofwatinvestigation
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Our promise to you
We’re committed to providing
you with a reliable supply of
high-quality, clean, safe drinking
water, as well as efficiently getting
rid of your wastewater.
Water is essential to every aspect of our lives
– for drinking, cooking and cleaning. We are
proud to be at the heart of managing water and
wastewater services. Our purpose is to provide
water for life to enhance health and wellbeing,
protect and improve the environment and
sustain the economy.
To make sure that we make the right
commitments, we regularly seek the views of
customers, stakeholders (such as the farming
community, local authorities and environmental
groups), our regulators (Ofwat, the Drinking
Water Inspectorate, the Environment Agency,
Natural England and the Consumer Council
for Water) and local policymakers to get their
views to help shape our plans. We think this is
really important because we want to make sure
we’re providing the services and information our
customers need to make their lives easier.

About us
We are a privately owned company that provides
water and wastewater services to more than
4.7 million people across Kent, Sussex,
Hampshire and the Isle of Wight.
Greensands Holding Group, our ultimate holding
company, is owned by a collection of long-term
investors who represent infrastructure funds,
pension funds and private equity.
Every day, we supply more than 2.5 million
people with 559 million litres of water, and take
away 739 million litres of wastewater from more
than two million homes.

Our Customer Challenge Group
As well as making sure that we’re getting the
basics right, we constantly check our plans with
our customers. One way that we do this is by
having open and regular conversations with our
Customer Challenge Group. This is a panel of
independent experts who we invite to inspect
and comment on our plans. They challenge us
on behalf of customers to make sure we deliver
on our promises.
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Our performance – a quick view
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 3 for more information on our CCG.
Performance
2018
2017
–2019 –2018

Our customer
satisfaction score
improved during
2018–19, taking us
from 15th to 13th in the
industry league tables.
The percentage of
unresolved firsttime contacts from
customers remains high
due to changes in the
way it is measured since
the target was set.

Performance
2018
2017
–2019 –2018

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.

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)

Customers in genuine hardship with improved support
Percentage of customers who feel our services provide value for money2

Performance
2018
2017
–2019 –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

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

Percentage of customers who are aware how their money is used2
Percentage of customers who are aware of how to deal with hard water2

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.

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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Performance
2018
2017
–2019 –2018

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.

Performance
2018
2017
–2019 –2018

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.

Performance
2018
2017
–2019 –2018

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.

Water quality (Mean Zonal Compliance) (%)
Number of
contacts regarding discolouration per 1,000 population
Our
successes:
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

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

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

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.

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%.

Page 6

A quick summary of our performance 2018–19

We provide responsive
customer service
We moved up the customer satisfaction
industry league tables again this year
– achieving our best ever score for the
second year in a row.
This is partly due to a large drop in written
complaints, which have fallen by 40% in two years.
We’ve been looking into the root cause of common
problems, which has allowed us to resolve many
issues in the early stages so they do not escalate.
But we still have room to improve. We didn’t reach
our target for the number of contacts resolved first
time – partly due to an increase in digital contact.
We are exploring better ways of handling online
interaction in future. As part of our transformation
programme, we have also restructured our
Customer Service function. Going forward,
customers will be supported by a single, central
team. This efficient setup will drive down costs
while providing a responsive, joined-up service
for our customers.

You’re more satisfied with
our customer service than ever
before – and we’re working
to make it even better

Find out more about our standards of service
at southernwater.co.uk/our-customers

We make sure our bills are
affordable for all our customers
We’re pleased that the majority of
our customers now feel we provide
value for money. To keep our bills
affordable, we are continuing to drive
efficiency savings.

The majority of our
customers feel we provide
value for money

So far, we’ve achieved £160 million since 2015
and aim to reach £200 million by 2020. Our
customers have told us that supporting those
in hardship is important to them. This year, we’ve
helped more people than ever before pay their
bills. Now, 269,926 customers receive tailored
financial support – an increase of more than
17% since last year.
To help us understand how to help customers in
vulnerable circumstances, we’ve strengthened
our relationships with local authorities, housing
associations, debt advice groups and agencies
like Citizens Advice. This is helping us offer the
right support at the right time, so our services are
affordable for our customers.

Find out more about our financial support services
at southernwater.co.uk/difficulty-paying-your-bill
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We give our customers better
information and advice
We want our customers to feel informed
about our services, how we spend
their money and how they can help us
protect the environment.
In our densely populated and water-stressed
region, we must balance the need to supply highquality water with the need to preserve our natural
sources. To tackle this, we’re helping our customers
reduce the amount each person uses to 100 litres
a day by 2040. This year, we’ve organised over
4,863 home visits to install water-efficient products
and share water-saving tips.
Meanwhile, our community team met over 250,000
customers at local events to share water-saving tips
and explain how to prevent blockages. We’re also
carrying out an end-to-end review of our website
to make sure it supports our customers’ needs.
Whenever customers may be affected by our
planned improvement works, we provide regular
updates to keep them aware of what’s going on.

We spoke to thousands
of you about how to save
water, prevent blockages
and address hard water

Find out more about our community events
at southernwater.co.uk/community-events

A constant supply of high-quality
drinking water
Our customers rely on us for a constant
supply of clean, safe drinking water.
This year, our water quality remained
high and we had the fewest reports
of discolouration in five years.
We’re also pleased none of our customers were
affected by a hosepipe ban, despite one of the
hottest summers on record. The heatwave was a
reminder how vital water is. We want as little water
as possible to be wasted, so we are disappointed
we failed to meet our leakage target for the second
year running. Like all water companies across the UK,
we faced particularly challenging weather extremes
during 2018.
The combination of the Freeze/Thaw in March 2018
and the long, hot summer that followed caused
damage to our network which made managing leaks
much more difficult. To address this, we have devoted
additional funds to finding and fixing leaks, including
expanding our teams and improving their equipment.

Find out more about how we find and fix
leaks at southernwater.co.uk/leak-detection

Each time our
customers turn on their
taps, they expect clean,
safe water – we’re pleased
that the quality, supply
and pressure of our
water remains high

Page 8

A quick summary of our performance 2018–19

Removing wastewater
effectively
Carrying wastewater away from our
customers’ homes and treating it safely
before we return it to the environment
is a serious task.
Getting it right protects our homes, gardens, rivers
and seas from contamination. That’s why we have
invested £1.8 billion during 2015–20 to build new
and upgraded waste and wastewater services.
Alongside improving our network, we’ve been
telling our customers how they can help keep our
sewers flowing.
Each year, over 10,000 blockages occur in our
region due to customers putting the wrong things
down their sinks and toilets. To counter this, we
visit blockage hot-spots and advise people what
they can do to avoid blocks. Now, 83% of our
customers say they’re aware what causes blocked
drains. We experienced fewer sewer blockages
and internal flooding incidents. We also met our
external flooding incident target. Unfortunately,
odour complaints have increased this year due to
the long, hot summer.

Sewer blockages can
harm our homes, gardens
and water ways – we’re helping
our customers do the right
thing to prevent them

Find out more about how to prevent blockages
at southernwater.co.uk/keep-it-clear

Protecting our natural resources
We have improved our wastewater
treatment compliance in response
to historic failings.
Meanwhile, bathing waters in our region have
never been cleaner – with a record number
now rated ‘excellent’ by Defra. To balance water
demand with the needs of the natural world, we
have worked closely with the Environment Agency
to agree new licences about how much water we
can take from the Rivers Test and Itchen.

We’ve always relied on rivers
for drinking water, but new limits
mean finding fresh resources

We have developed an £800 million plan to access
alternative water sources, so we do not put these
unique habitats in danger. To limit our impact on
the environment, we’ve reduced the carbon
emissions of our day-to-day operations and
switched to renewable energy where we can.
We recognise that the number of pollution incidents
we experienced this year was unacceptable.
So, we have reviewed each one for lessons learnt
and developed a detailed improvement plan, which
we have shared with the Environment Agency.

Find out more about how we’re protecting rivers
at southernwater.co.uk/hampshires-rivers-blog
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We are transforming
for the better
We have been working to materially
improve the way we work to ensure the
mistakes of the past are not repeated.
We are two years into a comprehensive
transformation programme to make sure our
business lives up to the expectations of our
regulators, customers and ourselves. We’ve done
a lot already – we have invested £5.9 million in
redesigning processes and systems, restructuring
our business and bringing in the right people to
deliver the necessary change. We are also putting
our values at the heart of everything we do, with
a focus on ethical decision-making.
The programme has already delivered several
benefits. For instance, improving the structure
of our Customer Services created savings of
£5.1 million in the first year. Meanwhile,
improvements in our debt collection processes
saved £1.7 million. So, we are already working
smarter. However, we recognise there is still
much more to do.

We’re changing our
structure, bringing in new
people and improving the
way we work to make sure
our business lives up to
the expectations of our
customers, regulators
and partners

Find out more about our transformation programme
at southernwater.co.uk/easier-for-our-customers

Providing water for life
Since 2017 we have thought long and
hard about the kind of company we
want to be and, more importantly,
how we are viewed by our regulators,
customers and stakeholders.
We embarked on a project to redefine our purpose
and values, and ensure they are aligned to our
business strategy and vision to create a resilient
water future for customers in the South East.
Based on conversations with our customers,
employees and stakeholders we have redefined
our purpose: to provide water for life to enhance
health and wellbeing, protect and improve the
environment and sustain the economy. This is our
definition of who we are. We will only succeed if
all our employees and partners pull in the same
direction. We have agreed three values that
underpin everything we do: succeeding together,
doing the right thing and always improving. By
behaving in line with these values, we can become
a better business every day.

Find out more about water for life
at southernwater.co.uk/water-for-life-blog

Water is essential
to our everyday lives, so
our customers need to be
confident we can supply safe,
clean drinking water – both
now and in the future
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Tackling plastic
pollution
Single-use plastics have been a hot
topic this year – both in the media
and within Southern Water.
In line with our ground breaking plastics policy –
the first introduced by a UK water company –
we have carried out an audit of our plastic use
and are working with employees, our supply chain
and customers to set reduction targets. We’ve
also partnered with Refill to support a national
campaign to encourage people to use reusable
water bottles instead of buying bottled water.
Although we are not the source of plastics in
rivers and seas, we know we are a link in the
chain. So, we are teaming up with universities
to investigate the impact of microplastics in
wastewater and explore cutting-edge technology
to remove them. We’re proud to be taking a stand
against plastic pollution and to help our people,
partners and customers protect the environment.

We’re reducing how much
plastic we use and working
with partners to find new ways
to protect our environment
from plastic pollution

Find out more about how we’re tackling plastic pollution:
southernwater.co.uk/plastic-pollution

Supporting charities
and communities
We’ve been involved in community
and charity work throughout the year.
Our employees volunteered over 3,708 hours of
their time and raised over £137,000 for charity.
Some of these funds are supporting WaterAid’s
water-giving projects in some of the world’s
poorest communities. This year marked the end
of our successful two-year partnership with the
Kent, Surrey & Sussex Air Ambulance Trust. During
this time, we raised over £137,000 for the Trust –
exceeding our £100,000 pledge.
Our employees also chose five regional charities
to receive a £10,000 grant. In addition, our people
attended community events across our region and
spoke to 253,000 people about how to use water
wisely, keep their drains clear and save money
on their bills. We’ve also arranged free talks for
schools and helped over 10,000 children get active
through our Sporting Chance programme, along
with swimming lessons delivered in partnerships
with the RNLI and Swim England.

Our employees raised
over £134,000 for charity
and volunteered 3,708 hours
of their time to community
and charity projects

Find out more about how we’re supporting charities at
southernwater.co.uk/charities
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Funding our transformation
and fostering transparency
This year, we continued our
transformation journey and prepared
our Business Plan 2020–25.
As part of this, we invested over £442 million
in our sites, equipment and networks. This
impacted our operating profit, which fell by
£6.9 million.
We also provided for payment of the Ofwat
fine and customer rebates totalling £126
million (at 2017–18 prices) which Ian McAulay
refers to in his introductory comments. The
company’s response to the issue will see greater
transparency and trust for our customers.
The water industry has been the focus of
considerable scrutiny during the year, not least
in relation to how the industry is financed.
We have responded by refinancing to reduce our
gearing and taking steps to close our Cayman
Islands registered subsidiary. Any changes
we make to our financial structure, along with
the continued capital investment in our assets
and transformation activities, will be focused
on ensuring we have a stable financial base to
deliver on the commitments made in our current
and future business plans.

Read more about our financial
performance at annualreport.
southernwater.co.uk

Find out more …
Thank you for taking the time to read this summary of our performance 2018–19 and some
of our plans to transform and improve our services.
If you’d like more detail, you can read the full Annual Report and Financial Statements
for 2018–19.
To see how we’re doing compared with other water and wastewater companies, visit:
discoverwater.co.uk

southernwater.co.uk
Southern Water
Southern House
Yeoman Road
Worthing
West Sussex
BN13 3NX
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