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SOUTHERN WATER CUSTOMER CHALLENGE GROUP 
 

 

22 July 2019: 10:30 – 16:00 
 
Boardroom, SWS Head Office, Durrington   
Minutes and actions arising 

 

 

Present:  Anna Bradley (Chair)   

 Phil Belden Dan McDonald 

Ana Christie Nicci Russell 

Steve Hare George Seligman 

 Karen Gibbs  

 

Observers David Howarth (EA)   

 
Apologies  Graham Horton (NE)  

 

In Attendance: Ian McAulay  

Alison Hoyle  Items 3 & 4  

Simon Oates Item 5 & 8 

Mark Field Item 6 

Nick Eves Items 5, 6 and 10 

Sally Beck  

 

 
1) Welcome, apologies for absence and declarations of conflicts of 

interest  
 

Graham Horton, Natural England, sent his apologies.   
 
No conflicts of interest were declared. 
 
 
2) Approval of the 15 April 2019 meeting minutes  
 
The minutes of the 15 April 2019 meeting were approved.  
 
Agenda item 5, an update on Ofwat’s draft determination, was brought forward to be 
discussed first. 
   
 
5) Ofwat’s draft determination – verbal update   

 
Simon Oates, SWS Director of Corporate Strategy and Regulatory Affairs, reported that the 
business plan cost gap had narrowed since the IAP (interim assessment of plans) although 
a substantial challenge remained. The reduction Ofwat expected to see in customer bills 
had doubled from around a 7% cut to 14.3%. Another area Ofwat had looked into was the 
cost of finance, and an aggressive cut meant that the flow of cash to invest in the 
infrastructure would be slower than anticipated. However, it should be noted that the cost 
gap for SWS was at the lower end of the slow-track and significant scrutiny water 
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companies. Members asked if the cuts would impact shareholders and Ian confirmed it 
would as the already low returns would be further reduced whilst risk will significantly 
increase.   
   
Simon continued that the additional evidence provided by SWS on customer support for the 
proposed ODIs (Outcome Delivery Incentives) had resulted in Ofwat accepting most of the 
proposals. Meanwhile, SWS was still developing the action plans to be agreed with Ofwat 
and which were designed to place the company in a good position to start AMP7.   
 
There was positive feedback on the proposed Havant Thicket reservoir for SWS as Ofwat 
had challenged Portsmouth Water to ensure the charges it levied on SWS would be fair. 
The additional resource the reservoir will provide is vital to meet water demand in the 
Western Area. Members asked whether Havant Thicket would provide the solution to the 
Western Area deficit and Simon responded that it was part of the solution but that the 
proposed Fawley desalination plant, water transfers and demand management were also 
necessary elements. Ofwat wanted Fawley to be part of the Gateway process that other 
water resource schemes will be subject to. SWS needed to provide more evidence to 
support Fawley and fast track it through the Gateway process.     
 
Ian McAulay, SWS CEO, said he believed that the likely cost gap meant the company 
would not be able to optimise what was a prime opportunity to invest substantially for the 
future and particularly in environmental protection and enhancement whilst at the same 
time reducing bills. Customer research had clearly shown that although customers wanted 
bills to be reasonable, they were willing to pay to support those in genuine hardship, and to 
improve and enhance future resilience and the environment, particularly in light of climate 
change and growth. He feared a large cut in proposed plan expenditure would affect the 
scope of what could be delivered.  
 
The Chair asked for clarity regarding programme scope versus customer priorities. Ian 
responded that Ofwat still expected the full plan to be delivered but reduced investment 
would affect the way the programmes could be delivered. However, the outcomes for 
customers would be the same in the short term. Simon commented that Ofwat was looking 
for all companies to achieve upper quartile (UQ). It wasn’t possible for all companies to be 
in the top quarter. In this light, it was likely that the plan outcomes would meet customer 
and stakeholder expectations but struggle to meet Ofwat’s. 
 
Ian added that regulations and requirements were also tighter. Leakage and flooding have 
to be reduced. Achieving the leakage target will be challenging but SWS had set aside £33 
million to address leakage and reach Upper Quartile performance. Flood protection used to 
be for a 1-in-20 year flood whereas now, any flooding will be penalised. David Howarth, 
Environment Agency (EA), commented that the company had to deliver its statutory 
obligations and the requirements of the National Environment Programme, no matter what 
cuts Ofwat made.  
 
Members found it disappointing that Ofwat had placed bill reductions over the environment 
whereas customers wanted investment in resilience and the environment including long-
term, soft, catchment-management based solutions and the evidence showed they had 
found these affordable. SWS agreed but said the outcomes it had committed to had to be 
delivered no matter what. Catchment management schemes were long term and the 
outcomes were not guaranteed, so the company now had to focus more sharply on a 
shorter horizon and on works that had a definitive outcome rather than the more risk- and 
innovation-based approaches. As a result, there would be fewer catchment-based schemes 
implemented.  
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The Chair thought the CCG could only raise these matters with Ofwat if the cuts meant the 
outcomes customers wanted could not be delivered. Members agreed there was too little 
information at this point to be able to fully assess the implications of the cuts although it 
appeared that the outcomes would be delivered even if only for the short term and not 
necessarily in the ways that had been promised. This meets one customer and stakeholder 
priority (the outcome) but not the other – to build long-term resilience into solutions. Simon 
commented that the insight and research had not asked customers absolutely specifically if 
they would prefer to pay for environmental protection and enhancement or if they would 
prefer money off their bills. In retrospect, this might have provided the evidence needed to 
push back to Ofwat. However, looking at it in other ways there was strong support for 
investment.  
 
The Chair summarised the discussion by saying that the CCG cannot comment on 
efficiency, cost of capital, or returns as it simply does not have the expertise and it is 
outside the terms of reference. To a large extent the discussion of this is not for the CCG. 
However, Members are concerned not only about how Ofwat’s determination will affect the 
outcomes promised in the draft Business Plan but also about the way they will be 
delivered, because customers and stakeholders made it clear that they care about both 
environmental improvement and resilience. If cost pressures mean that the company elects 
to use engineering solutions in place of environmentally beneficial schemes because of 
certainty, and/or to use shorter term engineering fixes. Members will be concerned both 
about the delivery of outcomes and also about the means and, in particular, the extent to 
which they deliver the same environmental benefits and long-term resilience. 
 
 
2) Open discussion regarding the points made in the Chair’s letter to the CEO  

 

The Chair asked Ian to respond to her letter of 28 June which set out Members’ concerns 
on finding out about the Ofwat investigation. Ian responded that he was sincerely sorry he 
had not been able to share information earlier. The company had been under severe 
restrictions both from a legal and regulatory perspective. A briefing had been shared at the 
earliest opportunity and a substantial amount of information was already in the public 
domain. He commented that policing regulatory issues was not within the remit of the CCG. 
Members agreed with this view but thought that ensuring customers and stakeholders are 
compensated was within their remit. A point was made that customers were being 
compensated although they had not suffered any direct impacts, but the environment itself 
had been impacted but wasn’t being compensated. The impact on stakeholders was too 
often not taken into account. SWSs handling of communications and information with the 
CCG was criticised. 

 

The company assured Members that: 

a. the Ofwat investigation was into wastewater treatment works performance, particularly 
the sampling of final effluent, although this was widely misunderstood. There was no 
evidence of specific, resulting pollutions but this was now being investigated by the EA. 
The company was investing £147 million into systems, improvements and 
environmental programmes to prevent future pollutions and repair any damage that 
had already been caused.    

b. Only a handful of very senior individuals within SWS had knowledge of the extent of the 
Ofwat and now the EA investigations. The overriding concern was to prevent news of 
the investigations leaking out to ensure evidence was not altered. Severe confidentially 
restrictions were also applied to the release of the Ofwat penalty notice (which Ofwat 
embargoed).  
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Karen Gibbs confirmed that CCWater had also had no foreknowledge of the findings of the 
investigation. Ofwat had since served a public notice of its intention to serve a penalty on 
the company. There was a relatively short 21day consultation period. CCWater had 
responded to the consultation. 
 

Although Members understood the restrictions of the investigation, they commented that 
they also act as ambassadors for the company in their respective sectors. There were 
several recent scenarios, such as the freeze thaw and the DWI (Drinking Water 
Inspectorate) enforcements, where foreknowledge and a background briefing would have 
been valuable. It was critically important to find the right balance between maintaining 
confidentiality and the provision of information on a need to know basis in any future 
scenarios. It would be helpful, if not necessary, to alert the CCG when news – either good 
or bad - is about to break and to have a support pack with lines to take and information on 
where to refer enquiries to for use if approached, for example, by the local media. It was 
also important to identify what the CCG role is in such circumstances and to determine 
which specific organisations would benefit from an advance notification, however short the 
timescale. 
 

It was once again noted by the Company that it had acted within the restrictions and 
confines of the legal and regulatory regime and had provided as much information as it 
could. This included a high level indication to the Chair. There was also significant 
information in the public domain.  
 

It was agreed that a protocol, support pack and a line to take would be developed for such 
purposes in future where this is legally feasible.       

 

The Chair invited the CEO to respond to the remaining points in the letter and Ian confirmed 
that: 

 he thought the CCG’s remit did not encompass engagement in regulatory 
prosecution matters 

 there was no reason why the CCG should not issue a statement if and when 
significant events took place although any statement regarding legal matters would 
have to carefully considered and advice taken   

 the company had instituted a comprehensive programme of checks and balances 
and a 3-line of defence assurance structure to prevent similar breaches taking 
place  

 the impact of the penalty and fine would be absorbed by shareholders 

 whether environmental harm had been caused and was ongoing was being 
investigated by the EA 

 customer and stakeholder trust and confidence in the company had been damaged 
and the company was determined to rebuild it.  

 

Ian said he would write to the CCG with further explanation, detailing what had been 
implemented and the future plan. The Chair also asked for more details of the environmental 
damage that had been caused and what the company was doing to repair it as well as, when 
appropriate, information about the EA investigation.  
 
Actions:  

a. Develop and agree a protocol, where possible, support pack and line to take in such 
circumstances for use by CCG Members (Anna Bradley and Sally Beck with Cory 
Reynolds – September 2019) 
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b. Provide the CCG with greater detail of the implications of the Ofwat investigation and 
the measures that had been instituted since to ensure no further breaches took place 
(Ian McAulay – September 2019) 

c. Provide information about the Environment Agency investigation (Ian McAulay – 
when appropriate and permitted)    

 

 
3) Compliance and Risk update  

 
Alison Hoyle, SWS Director of Risk and Compliance, said that the paper on compliance 
built on previous papers the CCG had received. The regulators’ assessments for the year 
April 2018 to March 2019 had concluded during June and July 2019 and had just been 
published.  
 
The EA’s annual Environmental Performance Assessment report covered all water 
companies and considered a specific range of metrics. SWS had been downgraded from a 
3* to a 2* company as a result of two factors which had become red on the RAG status 
report: 

 The Security of Supply Index (SoSI) was reduced due to changes in the 
abstraction licence in the Western Area of the region. The impact of the licence 
change meant this is likely to remain red for a considerable period.  

 Serious pollutions had increased – primarily due to the summer conditions during 
2018. 

 
David Howarth observed that SoSI was under review. It was not seen as a precise indicator 
because the circumstances and issues affecting it were changeable. All water companies 
were green during the first three years the metric was used but now several companies 
were red. Abstraction licence compliance was not part of the SoSI metric but will be.  
 
Alison continued that the company is currently under investigation by the EA regarding the 
historic performance of specific wastewater treatment sites and the reporting of relevant 
compliance information. It is cooperating closely with the EA in these still evolving 
investigations. On a positive note, self-reporting had improved which demonstrated the 
effectiveness of the new training programmes and culture of openness and transparency 
being driven into business as usual practices. The measures that had been implemented 
and regular progress reporting had improved the EA’s confidence in SWS’s compliance. 
 
Members asked whether the EPA would remain at 2* even if pollutions were zero. Alison 
responded that any improvements were unlikely to be manifest by the time of the next EPA 
and, therefore, the company was predicting it would remain 2* although other factors could 
negatively affect the rating.  
 
A water deficit was extremely likely in the Western Area and the EA were expecting a 
drought permit application this month. A mock permit had been submitted last year to 
ensure that all the processes were understood and the necessary provisions covered in the 
event a genuine permit was needed. This year, the company was submitting a genuine 
permit and TUBs (Temporary Use Bans) may have to implemented in the area. It was likely 
that a drought permit would have to be applied for each year until at least 2026 when new 
sources of supply could be ready to come on line. Meanwhile, the company was working 
closely with the EA, Southampton City Council and local communities on water efficiency 
measures.  
 
Members asked when TUBs were likely to be implemented and Alison confirmed this would 
likely be August after the drought permit application had been advertised, which must take 
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place first. Ian commented that TUBs were historically seen as a failure to supply, 
particularly in the press, but really should be perceived as beneficial behaviour change. 
Messaging would be key to acceptability. Nick Eves, SWS Head of Strategic Customer 
Insight, reported that he had conducted research on customer perceptions of water 
shortage and efficiency measures which he would share with Members. Further research 
was underway on the impact of water efficiency measures on customers.  
 
Action: Share the customer perception insight on water shortage and efficiency 

measures with the CCG (Nick Eves – August 2019) 
 

On other compliance matters, David Howarth reported some contraventions in the use of 
sludge in agriculture. The EA had written to all water companies and, although the 
contraventions were very low, the responses had shown all companies as red. The EA had 
consequently pulled the metric and was developing a sludge strategy and the metric would 
be replaced with one that was fit for purpose. Members asked if micro-plastics were 
included in this and David responded that the EA was conducting research, gathering data 
and benchmarking findings on behalf of the sector and Natural England. This could be 
shared with the CCG at an appropriate time.  
 
Action: Share the EA’s research into micro-plastics in sludge (David Howarth – when 

appropriate)  
 
Regarding the DWI and compliance with water quality regulations, Alison reminded 
Members that the transformation programme had begun in 2016.  Water quality was 
generally extremely high in England and Wales and SWS sat just above the industry 
average.   
 
Water quality samples are scaled by the nature of the risk posed such as the size of the 
population and the type of risk, underpinned by a risk assessment. There were seven 
compliance breaches in 2018 at the Testwood works. This comprises 30% of the total SWS 
score as it is such a large site serving a significant population and impacted the total SWS 
score negatively. A major investment in rebuilding works was underway whilst the site 
stayed operational.    
 
An inspection programme across all SWS water treatment works is on track and a 
significant number of issues had been identified with two open enforcement orders: 

 the first related to nitrate levels at Shoreham where improvements are on track 

 the second is to do with data management. The DWI will conduct an audit to see if 
this can be closed or whether another action plan is needed.  

 
The company’s formal response to Ofwat’s investigation included the development of the 
Modern Compliance Framework. Information management had improved by 20%. The next 
area of focus would be Guaranteed Standards Scheme. The Code of Ethics had been 
refreshed as performance was not simply regarding assets and operations but company 
culture. 
 
There were no other questions from Members.     
 
   
4) Resilience Action Plan  

 
Alison said that following the IAP (Initial Assessment of Plans), all water companies had 
been invited to write back to Ofwat by 22 August 2019 regarding their risk and resilience 
action plans presented in the paper. Members commented that the initial draft: 
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 was strong but it focused on administrative, financial and corporate resilience rather 
than operational features 

 highlighted historic underinvestment and the need to catch up  

 only covered water not wastewater  

 did not consider multiple impacts of more than one site or issue being affected 

 could/should include communications and inter-relationships with other water 
companies and sectors, for example telecoms.  

 
Alison explained that the operational aspects for water were covered by the ‘Water First’ 
programme and for wastewater in ‘Environment+’. She agreed that the action plan could be 
strengthened by including the issues proposed.  
  
 
5) Verbal update: background to ‘Project ‘‘Spring’  

 
Mark Field, SWS Head of Billings and Collections, said he wanted to provide the CCG with 
a verbal update on ‘Project Spring’ and the reasoning behind changes underway.  
 
The company had examined its performance across all its service models and had 
identified retail as an area where it had to become more cost-effective. It was working 
closely with Capita, which already had 70% of its service contract, and agreed a contact 
variation to bring it to 100% by including customer services and complaints. After full 
transition, the result will be a fully integrated customer service model with multi-skilled staff 
trained in identifying and managing issues of vulnerability or affordability, and problems with 
water and service quality. Clear and robust governance processes and Service Level 
Agreements were in place, all based on risk and reward.  
 
Whilst the company was retaining a small, core strategy team, there was a significant 
change for the workforce. Some 200 individuals had been offered TUPE (transfer of 
undertakings) to Rotherham where operations were being ramped up whilst the Durrington 
services were reducing. Some individuals had opted for the transfer but the majority were 
taking redundancy. There was a big programme underway to help individuals find new 
roles, either in the company or outside. This included CV writing courses, LinkedIn 
networking and interview skills as well as an organised on-site job fair with external local 
employers who could offer similar customer service roles for potential employees.  
 
In addition, the company had set aside a topping-up fund to help individuals who hadn’t 
worked for SWS for long enough to be eligible for the full redundancy package.  
 
Members only comment was in relation to the aspirations and promises in the Business 
Plan for 2020/25: would the partnership programmes established on data sharing continue 
with the customer services functions being outsourced. Simon Oates assured Members that 
as it was an outcome based, penalty and reward contract, it would.    

 
 

6) Forward meeting agendas  
 
Members agreed the proposed forward meeting plan seemed fit for purpose as long as 
follow-up actions from previous meetings were included as well as ongoing performance 
monitoring.  
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7) Workshop session  
 

A workshop between SWS and the CCG took place between 14:00 and 15:30 hours. This 
was designed to identify ways to refresh the current CCG model, particularly in light of 
needing to recruit a new Chair for January 2020.  
 
 
8)   AOBs     
 
There were no AOBs so the Chair thanked everyone for their time.  
 
 
 
ENDS 
 

 
22 July 2019 ACTION LIST 

Agenda 
Item 

Action Who By when status 

2.a Develop and agree a protocol, where 
possible, support pack and line to take in 
such circumstances for use by CCG 
Members  

Anna 
Bradley /  
Sally Beck 
/ Cory 
Reynolds 

September 
2019 

 

2.b Provide the CCG with greater detail of the 
implications of the Ofwat investigation and 
the measures that had been instituted since 
to ensure no further breaches take place  

Ian 
McAulay 

September 
2019 

 

2.c Provide information about the Environment 
Agency investigation 

Ian 
McAulay 

When 
appropriate 
and 
permitted 

 

3.a Share the customer perception insight on 
water shortage and efficiency measures with 
the CCG 

Nick Eves August 
2019 

 

3.b Share the EA’s research into micro-plastics 
in sludge 
 

David 
Howarth 

When 
appropriate 

 

 
 
 

 
05 April 2019 ACTION LIST 

Agenda 
Item 

Action Who By when status 

4bi bring the customer priorities bible to the 
CCG for discussion  

Nick Eves  September 
2019 
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4bii Record CCG views on PR19 as corporate 
memory aide memoire for use in the next 
cycle  

Sally Beck Post 
December 
2019 

 

4biii conduct a similar review of the regional 
WOCs assurance reports to Ofwat  

Sally Beck September 
2019 

 

5 provide a master schedule of stakeholder 
and customer events and meetings 

Branwen 
Rhead  

July 2019 
meeting 

Will be 
covered in 
September 

6 bring back the July UKCSI index, an 
assurance commentary setting out if and 
why trust is justified and a customer / 
consumer dashboard 

Nick Eves July 2019 
meeting 

Will be 
covered in 
September 

8 Have an in-depth progress update on each 
of the programmes with a dashboard at 
subsequent CCG meetings 

Sally Beck All forward 
meetings 

 

 

 

 

 
04 February 2019 ACTION LIST 

Agenda 
Item 

Action Who By when status 

10 Bring back a report on the findings of the 
2018 – 2019 EPA   

David 
Howarth 

September  
2019 meeting 

Covered in 
July  

11.i Bring back a high level plan showing the 
milestones from now, through AMP7 to 
AMP8 

Chris 
Braham 

November  
2019 meeting 

Date 
deferred 
from Sept) 

11.ii Bring back an updated 25 – 30 year tabular 
plan based on the table presented at the July 
2018 CCG meeting in Brighton 

Sally 
Beck 

July 2019 
meeting 

 

11.iii Organise an annual futures workshop and 
discussion 

Sally 
Beck 

2020 TBC  

12 Bring back a catchment management 
progress report 

Lou 
Gumbrell 

November2019 
meeting 

(date 
deferred 
from Sept) 

13 Bring an update paper to the CCG, setting 
out the aspects of the region that will form 
the natural capital accounts, alongside a 
forward plan with the milestones mapped out 

Kate Rice November2019 
meeting 

(date 
deferred 
from Sept) 
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04 December 2018 ACTION LIST 

Agenda 
Item 

Action Who By when status 

7 i) Follow through on advice regarding catchment 
management partnerships education officers 
and report back  
 

Ben Earl July 2019 
meeting 

deferred to 
Nov 

8 Bring a progress report on T100 to the CCG Ben Earl July 2019 deferred to 
Nov 

9 i) Have an agenda item at a suitable CCG 
meeting devoted to potential tariff setting and a 
retailer league table  

Sally 
Beck 

July 2019 deferred to 
Nov 

9 ii) Return with proposals for the best way to 
influence future policies on retailers and their 
responsibilities 

Ian 
McAulay 

July 2019 deferred to 
Nov 

10 Find a suitable way to engage WRSE CCG 
early in the New Year 

CCGs / 
WRSE  

Early in 
2019 

 

 


