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STRATEGIC REPORT

Chief Executive’s summary
	Our culture is underpinned
by our values of succeeding
together, doing the right thing
and always improving

Ian McAulay

Chief Executive Officer

	Read more on
our operational
performance on
pages 74 to 99

As a supplier of essential public
services, our priorities throughout
this year have been to keep water
flowing and our wastewater services
operating safely and smoothly for our
customers, while also protecting and
supporting our employees and supply
chain and offering help and advice
to customers who found themselves
in vulnerable circumstances.
At the same time, we have needed to make rapid
and complex decisions to ensure the financial
stability of the business, making sure that delays
to capital projects, increases in delayed payments
(and bad debt) and workforce and supply chain
constraints were managed and accounted for.
As we entered this financial year, the primary
impacts of the COVID-19 crisis relating to people
and logistics were already being felt. Ensuring safe
working practices for colleagues and customers
and adequate supplies of chemicals and personal
protective equipment were a priority. As we came
to the height of the summer months, we also
experienced a significant shift in demand for water
as domestic customers used more water at home
while commercial customers used far less. We have
increased our provision for bad debt to reflect the
fact that customers have faced financial hardship
as a result of the impact of the pandemic.

Throughout these difficult times, I am extremely
proud of all those involved in keeping those
essential services running for our customers,
both direct employees of Southern Water and those
working for us through our supply chain, and I can
only thank them for their dedication and for, on many
occasions, putting themselves on the front line.

Ensuring the resilience of the business
Despite redirecting our operational efforts to
ensure the smooth running of our front line services
throughout the year, we have continued the
transformation of our business. As Keith Lough, our
Chairman, already highlighted, we need to continue
to deliver tangible improvements in historic areas
of concern such as customer experience, pollutions
and water quality, through better planning and the
introduction of more efficient processes.
Although we are in 16th place out of 17 water
companies in terms of our customer overall
satisfaction (C-MeX) score, our customer service
improvement programme has delivered some
positive progress. Billing calls have reduced by
21% year on year as a result of proactive work with
high usage customers and a focus on collections
activity. Digital transactions have increased 47%
compared to the same period last year as a result of
improvements made to our ‘Your Account’ self-serve
portal and new self-serve journeys. We know we
have more to do to improve our satisfaction (C-MeX)
ranking, but we believe the work undertaken this
year has improved our underlying trajectory and

We have delivered tangible improvements
in historic areas of concern such as customer
experience, pollutions and water quality.
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is focused on the right drivers to improve our
performance over the remaining four years of this
business plan period.
Our Business Channels team, serving our
commercial and developer customers, meanwhile,
ended the year in 15th place, driven by our levels
of service for water and wastewater design and
improved communications. This year, we launched
a new workflow solution, web pages and cleared
project delays caused by the impact of COVID-19.
Although our pollution performance is still not where
we would like it to be, the first few months of 2021
have delivered some significant improvements. For
the last quarter of 2020 incident numbers were over
40% of their 2019 equivalent, and we were able to
finish the year with under 400 category 3 incidents,
four category 2 and no category 1 incidents on
the Environment Agency’s (EA) tracker. This
improvement has been driven through our Pollution
Incident Reduction Plan, published in September
2020 (southernwater.co.uk/our-performance/
reports/pollution-reduction-programme).
From a water quality point of view, our provisional
score for the end of the first regulatory year of the
Drinking Water Inspectorate’s new Compliance Risk
Index (CRI) measure is 4.53 (2019: 7.7). Although this
represents a significant improvement, it is still not
as good as we would like it to be.
Our leakage for 2020–21 was 98.5 Ml/d
(2020: 94 Ml/d) largely due to extreme
seasonal fluctuations in the weather, alongside the
demand associated with increased customer usage
due to COVID-19. We are continuing to invest in
improvements in the teams and technology used to
detect leaks and our plans are to reduce leakage
by 15% by 2025, 40% by 2040 and 50% by 2050.

Our financial performance
We accepted Ofwat’s funding settlement
for our business plan of our price controls
for 2020–25 in February 2020, despite the
significant challenge it presents in delivering
what our customers want within the financial
envelope Ofwat has set. It led to a 13% reduction
in average customer bills and that, in turn, is
the principal reason for the reduction in our
operating profit of £73.5 million to £138.8 million.
As I have already mentioned, COVID-19 had a
significant impact on the demand for water from
our customers. We experienced an increase to our
revenues from the additional household demand,
however, this was offset by the reduction in our
income from our non-household customers and
new housing developments.

COVID-19 also increased our operating costs by
£2.7 million, with additional expenditure to ensure
the health and safety of staff, facilitate remote
working, support suppliers and maintain services
to meet the significant increase in water demand.
In order to support our customers in vulnerable
circumstances, we introduced a number of support
schemes to assist them in paying their bills.
This included pausing our normal debt recovery
activities and introducing payment breaks for those
in financial difficulty. As a result, we incurred lower
debt recovery costs in the year although they were
in part offset by an increase in our provision for bad
debt, reflecting the impact of the pandemic on our
likelihood of recovering some of our charges.
The net impact of these items was a reduction
in our operating costs of £4.0 million.
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leak repairs
completed to
April 2021

Over the past two years, we have undertaken
a number of transformation and re-organisation
activities in order to improve our performance
and efficiency. These resulted in an overall reduction
in operating costs from the prior year of £14.6 million,
reflecting both the one-off costs incurred last year
to make the transformation and the ongoing savings
resulting from the changes made.
Our capital programme for the new investment
period commenced with over £380 million spent
on improvements to our assets. This included
initial payments towards the construction of a
new reservoir at Havant Thicket and a number of
schemes in Hampshire aimed at tackling the impacts
of climate change and population growth.
Our credit ratings are an indicator of financial
health used by our lenders when we borrow money
to finance our capital investment programme; our
licence of appointment also contains minimum
credit rating provisions. Our ratings have continued
to be under pressure in 2020–21 as a result of
operational performance challenges against key
regulatory indicators such as pollutions, wastewater
treatment works compliance and customer
performance, plus a challenging financial position
with reduced turnover and increased costs, and
financial uncertainty regarding the outstanding
prosecution by the Environment Agency relating to
wastewater permit breaches from 2010 to 2015.
Action taken to support our credit ratings include
a commitment by the Board to not pay dividends,
if to do so will undermine the company’s financial
resilience and our transformation programmes to
improve both operational and financial performance.
During the year, we have also mitigated a risk from
credit rating downgrade by securing consent from
our lenders to continue to be able to finance the
business in the event either our credit ratings or
financial ratios fall below prescribed levels set out in
our borrowing covenants.
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Chief Executive’s summary continued

7,000

acoustic loggers
were installed
on our network
this year

£2.7m

increase in our
operating costs
as a result of
COVID-19

In order to support the delivery of our business
plan, we have continued to benefit from the support
of our lenders in the successful issuance of £825
million bonds in May 2020 plus a further issuance
of £300 million of bonds in March 2021. These
bonds were issued under our newly established
sustainable financing framework which includes a
set of environmental, social and governance (ESG)
standards for our operations that socially-conscious
investors use to screen potential investments.

Other areas of significant progress
A number of key strategic projects were approved
by the Board in December 2020, which will see
us focus on improving digital, logistics and asset
maintenance capability across our network,
allowing us to take a more proactive approach
to the management of risk, in turn protecting our
environment and improving our performance and
services for customers. You can read more about
them in ‘Our progress’ on pages 26 to 27.
These projects, which will drive £150 million of
efficiency improvements to 2025, represent the final
phase of our transformation programme. Started in
2017, it has focused on improving people, processes
and systems, in support of our business plan
2020–25 targets; providing Southern Water with a
new baseline to start allowing for outperformance in
the next asset management period to 2030.
A key pillar of our purpose, protecting and
improving the environment is something that sits at
the very heart of our business, which is why I would
like to join Keith in welcoming Dr Toby Willison to
our Executive Leadership Team. Toby brings with
him a wealth of experience from the Environment
Agency, and over the past few months has helped
us to redefine our environmental ambitions.
Over the next four years, we will invest
nearly £1 billion in programmes that will
deliver environmental benefits as a result of
improvements to our network, and we have
committed an extra £5 million to an environmental
improvement fund, which will be focused on
initiatives that deliver nature-based solutions
and environmental net-gain, in partnership
with local Wildlife Trusts and the Rivers Trusts.
One project already identified is focusing on
the important natural habitats in Chichester and
Langstone Harbours working in partnership with
the Chichester Harbour Protection & Recovery
of Nature (CHAPRoN) project.
I am excited about the year ahead; as we publish
our net zero plans, we take further steps to
embed natural capital approaches in our planning
processes and we refocus our efforts on helping
customers reduce their water usage as part of our
flagship Target 100 water efficiency programme.
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As I have already mentioned, we saw an enormous
increase in demand for water as a result of changes
to people's lifestyle due to COVID-19, which
has seen individual daily water usage increase
significantly. With life slowly returning to something
like normal, we still expect demand to remain high
over the summer as people continue to work from
home and holiday closer to home. We are prepared
for this, and have adjusted our plans. We continue
to work with Ofwat and our peers to understand
the longer-term effects on usage. The increase we
have seen is not unique to our region. However, as
an area of water scarcity we need to work with our
customers to try and drive down consumption in
order to meet our target of 118.8 litres per person,
per day by 2025 (this is a three-year rolling average).
Water is a precious, and increasingly scarce,
resource for people and wildlife. It is essential that
we strike the right balance between protecting the
environment and maintaining supplies for customers.
In Hampshire, that means taking less water from the
sensitive chalk stream habitats of the Rivers Test and
Itchen and more from sustainable sources instead.
As part of our Water for Life Hampshire plans,
which launched its first consultation in February of
this year, we are planning to create a new network
of water mains across this region and we are
investigating new treatment techniques such as
desalination and water recycling. You can read more
at southernwater.co.uk/water-for-life-hampshire.

Challenges we are still
facing as a business
Climate change and population growth in the South
East present very real challenges that initiatives like
Water for Life Hampshire are looking to address.
Plans like these, and bulk supply collaborations
with neighbouring water companies, are needed
to secure reliable water supplies for the future,
alongside reducing the amount of water lost through
leaks and encouraging people to use less water.
This will help the country tackle extremes in
weather such as droughts, which are likely to
happen more often, and be more serious, as our
climate changes. It will also help provide water
supplies to more customers in the future and
enable us to leave more water in the environment
to support habitats and wildlife.
In February, we signed an 80-year bulk supply
agreement with Portsmouth Water, under which
it will supply us with 21 million litres of water a
day. Together, we are developing Havant Thicket
Reservoir in Portsmouth Water’s supply area; the
first new reservoir to be developed in the UK since
the 1990s, which will play a key role in reducing
the amount of water taken from the Rivers Test and
Itchen. It will be the first time a large water supply
asset has been developed in this collaborative way.
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Reflections on a difficult year
and our future priorities
At the end of the first year of delivery of this
new five-year period, I would like to reflect on
how far we have come in what has been a year
of unprecedented challenge for all of us. We
started in a tough place, with a challenging Final
Determination from our regulator and increased
regulatory scrutiny as a result of a number of
legacy issues with our culture and performance.
We also received the lowest score in the industry
in our annual Environmental Performance
Assessment from the Environment Agency.
I am pleased to report that, as a result of our
transformation programme, we have continued to
drive the changes in people, processes and systems
that our Board and regulators have been asking for.
A great example is the development of our People
Strategy and focus on diversity and inclusion, our
commitment to which earned us a ranking in the
Inclusive Companies list of Top 50 UK Employers.
The Consumer Council for Water (CCW)
mentioned us in its annual ‘Water for All’ report,
published in November, citing our partnership
working approach to vulnerability and our
proactive contact methods to build our Priority
Services Register as best practice.
A great example of collaboration in action
is the development of our catchment-based
Drainage and Wastewater Management Plans
(DWMPs), engagement for which has been
ongoing throughout the year via a series of
online stakeholder workshops. These plans
set out how we intend to extend, improve and
maintain a robust and resilient drainage and
wastewater system in the future, providing
greater transparency, robustness and clarity
towards investment decisions. Working with our
regional stakeholders is vital if we are to manage
future risks to the people, businesses and the
environment of the South East.
As our Chairman already mentioned, our new
culture dashboard is allowing us to measure and
track the development of our company culture. The
development of such metrics to track our progress
in this area has been highlighted by Ofwat in its
Board governance review as good practice.
Our culture is underpinned by our values of
succeeding together, doing the right thing and
always improving and this year, more than ever,
we have embedded them at the heart of how we
deliver our services to our stakeholders. A clear
focus on our core priorities during the pandemic
has ensured that our customers have had priority
services and financial support when they have
needed it most, and that our employees and

supply chain have been able to work safely,
prioritising our essential services and keeping our
customers in supply and avoiding significant spikes
in flooding incidents despite the challenges of
extreme demand and fluctuations in our weather.
As we move into a new financial year, we are
focused on continuing to drive the changes
needed in our business to improve performance
and our services for our many stakeholders.

c.£1bn

investment in
environmental
benefits to 2025

I would like to take this opportunity to say thank
you again for the hard work, commitment and
sacrifice demonstrated by all our employees –
whether Southern Water or supply chain – during
the year. We have all had to adjust to new ways of
working, meeting significant challenges along the
way and that is not easy when you are juggling
huge changes in your personal circumstances and
home lives at the same time. We have achieved
a lot despite this and, although we know we
have challenges going forward to build on the
confidence and trust we have now established
with our stakeholders, there is positive change
happening and we need to keep that momentum.

Ian McAulay
Chief Executive Officer
30 June 2021

Highlights:
• A number of key strategic projects were
approved by the Board in December
2020, which will see us focus on the
digitalisation of our network and logistics
and asset maintenance capability.
• In February, we signed an 80-year bulk
supply agreement with Portsmouth Water,
under which it will supply 21 million litres
of water a day to Southern Water.
• A clear focus on our core priorities during
the pandemic has ensured our customers
have had priority services and financial
support when they have needed it most,
and that our employees and supply chain
have been able to work safely.
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Our progress
Our journey of delivering better outcomes for our customers and becoming
a more resilient organisation.
Resilience is at the centre of our strategy to become brilliant at the basics while transforming key areas of our business.
We believe there is a substantial opportunity to adopt a more integrated approach to the way that we deliver our services
over the 2020–25 period; using systems thinking to look at the bigger picture, and how we might collaborate with our peers
and other industries to deliver joint solutions to some of our bigger challenges.
	Read more about
our operational
performance on
pages 74 to 99

Improving our operational
performance

Working together to co-create
an industry-leading system

A number of key Strategic Projects
delivering improvements in network
digitalisation, logistics and asset
maintenance were agreed by the Southern
Water Board in 2020, and programmes to
deliver them are now being driven by a
new Head of Strategic Projects.

To prevent homes and businesses flooding,
during very heavy rainfall we sometimes
have to release screened stormwater –
domestic wastewater heavily diluted by
rainwater – into the environment. In May
2021 we launched an updated version of
our Beachbuoy service; an online map that
shows when and where this has happened
so people can make an informed decision
before entering the water.

Asset maintenance
Now, more than ever before, we need to
make sure that the assets we build and the
infrastructure we install is sustainable, in
terms of the source of the materials used,
their longevity and ultimate impact on
the environment. It is not just our capital
construction schemes that need this
attention; we also need to make sure that
we are carrying out routine maintenance in
the most sustainable and efficient way.

Logistics
Our area of operation stretches across Kent,
Sussex, Hampshire and the Isle of Wight so
efficient logistics, ensuring our field teams
have access to the right kit, when they need
it, is critical. We are looking at a number of
initiatives in this area, including a repair call
line for teams.

Digitalisation
This programme will specifically look to
improve our proactive control capability,
situational awareness and technology
across our wastewater network to ensure
that asset failures can be better predicted,
reducing the impact of potential pollution
incidents. We have more than 3,400 pumping
stations across our network, many of them
unmanned due to their size or remoteness
of location, so making sure our alarms and
control systems are working as they should
is a priority.
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Unlike anything in our industry, the map
shows all 83 of our region’s designated
bathing waters and two non-designated
recreation harbours, along with more
detail about each release.
We originally piloted the service in 2018
for a handful of bathing waters; however,
as part of our commitment to improve how
we report on our environmental performance,
we agreed to develop the system further. The
trial received lots of interest from watersports
enthusiasts and other local groups who
shared ideas for improvements. We used
this feedback to prioritise which features to
develop and allocated people full-time to
oversee this work.
The first change we made was to automate
updates. Previously, data was input by hand
and could cause delays. We have now linked
Beachbuoy directly to our new spill reporting
system, Aspire, so updates would show on
the map in near real-time.
To ensure we were getting it right, we
formed a Beachbuoy stakeholder group,
which met for the first time in October 2020.
The session was joined by around 20 people
from groups such as Surfers Against Sewage,
local authorities, public bodies and our
regulators. The group has met every six to
eight weeks since and has grown to include
representatives from our entire region.
 ead more at southernwater.co.uk/
R
water-for-life/our-bathing-waters/
beachbuoy
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Reducing pollution incidents

Taking steps to change our culture

In September 2020 we published our
Pollution Incident Reduction Plan (PIRP)
which set an ambitious target to reduce
pollution incidents to zero by 2040. To work
towards this, we have developed a detailed
programme of activities to deliver a stepchange in how we work and prioritise and
remedy issues on our sites.

To address the cultural issues experienced
in our past, we know it is essential to do the
right thing. We also know that to continue to
improve our performance we must behave
correctly and compliantly. In order to have
a better view of these ‘measures of culture’
we created a dashboard of key metrics
during the year, under four key themes:
collaboration; driving results; customer
focus; and ethical working.

The PIRP forms part of a wider initiative
called Environment+, which is focused
on harnessing our people, processes
and systems to deliver a resilient water
future for Southern Water’s customers,
by protecting our natural environment
as well as our customers’ properties.
The in-depth analysis, which we used to
create the PIRP, is helping our dedicated
Pollutions team to understand where and
how our sites are most likely to impact
the environment. The team has weekly
internal conference calls and meets
fortnightly to review progress and address
issues. By understanding what can go
wrong, and why, the team can focus
investment on areas which will deliver the
biggest reduction in pollution incidents.
It is also learning from past pollution
incidents and industry best practice to
drive effective interventions to reduce
pollution incidents in future.
So far, activities to resolve specific
issues include:
• awareness and training available
to all employees
• enhancing site resilience to power
failure and electrical faults
• improving pump reliability
• customer behaviour programmes
to reduce blockages caused by
sewer misuse
• alarm transformation and enhanced
rotas for our regional control centre.

 ead more at southernwater.co.uk/
R
our-performance/reports/pollutionreduction-programme.

These measures are collated and reported
each quarter to give us, and our regulators
a holistic view of the changes taking place
across the organisation, at every level.
Collaboration measures include overall
employee engagement, which we are
thrilled to see has improved this year
despite the impact of COVID-19 on
colleagues, gender metrics, employee
sickness levels and the number of internal
STAR Award nominations made by
colleagues, to colleagues.

Transparency and
accountability
As a supplier of
essential services,
we have a duty
of care to the
communities we
serve and, as such,
our performance
is independently
scrutinised by a
number of regulators
including Ofwat, the
Environment Agency
and the Drinking
Water Inspectorate.
	Read more on
page 30

Environmental and public health concerns
drive those measures sitting under the
driving results theme, and these include
pollution incidents and self-reported
pollutions, in addition to permit compliance at
our water and wastewater treatment works.
These are key areas for us where we know
we need to show tangible improvements,
both to our customers and our regulators.
We care about what our customers think
about us, which is why we included a
number of customer measures including
complaints, guaranteed standards of service
payments to customers we have let down,
overall satisfaction with our services and
net-promoter score (which captures how
likely our customers are to recommend us
as an organisation).
Of equal importance are our measures
related to ethical working, which track
a number of survey scores related to
confidence in the company, integrity of
colleagues, understanding of our values
and Code of Ethics. This is also where the
number and nature of the reports to our
Speak Up service are captured – this is our
anonymous reporting system, accessible
by all employees.
 ead more about how we measure
R
our culture on pages 168 to 175
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Our external environment
The way we operate as a business is impacted by a number of external factors that we must
consider and manage the impact of.

25

The water sector

years from now
we predict that
we will have lost
a third of our
water sources in
the South East
due to climate
change

Access to clean water and sanitation is vital to public health. Water piped to customers’ homes has
only been available for the majority of England and Wales since the 18th century, with the first sewers
developed later to provide people with access to adequate sanitation. By the early 20th century areas
of the country organised their own water supply services, and by 1945 there were more than 1,000
bodies involved, with another 1,400 delivering wastewater services.
This role has shifted over the past 60 years and now water and wastewater services are provided
by several privately owned companies, serving more than 50 million households and commercial
customers in England and Wales. There are currently 11 licensed water and wastewater companies,
with a handful of smaller licensed companies providing water-only services to customers.
Since the industry was privatised in 1989, a regulatory framework has been in place to ensure that
customers receive a good standard of service at a fair price, managed by the industry economic
regulator Ofwat. This framework has seen these water and wastewater companies invest billions of
pounds maintaining and improving assets and services, and, in turn, enhancing the environment.
The challenges of population growth and climate change mean that the water industry must significantly
change the way it operates over the coming years. In 25 years from now within Southern Water’s
region, we are anticipating to have lost a third of our water sources as a result of climate change. We
will also see a reduction in the amount of water we are allowed to take from rivers and underground
sources, and our population will have grown by 15%. Without action, we predict a supply and demand
deficit by 2030, equivalent to around 50% of our current supply.

	Read more about
the six capitals
on pages
44 to 45
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Social environment

Political environment

As a provider of essential services, we have
a direct impact on the communities we serve
and the many, and varied, stakeholders
within them. We also own or help to manage
areas of land in areas of natural beauty or
environmental significance that are valued
and enjoyed by both residents and visitors
to our region. As a result, we must consider
what matters to all of these stakeholders as
we deliver our services today and plan for
the future. This means continuously building
relationships and ensuring we consult with
them in developing and executing our plans.

Decisions made by politicians have the
potential to significantly impact the way
we operate. We must ensure that we
follow any directions set by government,
and that we adapt quickly to political
and policy developments. As a result,
we work closely with regional and
national policymakers to understand the
development of any policies that will have an
effect on our business, while ensuring they
understand the economic, environmental
and social value we deliver for the
communities we serve in the South East.

Our affected capital(s):

Our affected capital(s):

Link to our risk(s):

Link to our risk(s):

Customer; Resources; COVID-19

Compliance; Regulatory and Corporate Affairs

Key to our capitals

In order to create an integrated view of the value we create, we are starting to use the following stocks
of value or ‘capitals’ that can be affected or transformed by our activities and outputs.
Financials

Culture

Social

Manufactured

People

Natural
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Regulatory environment

Economic environment

In order to ensure a resilient water future
for our customers in the South East, we
must operate as a sustainable business.
This means working with our regulators to
understand and prepare for future market
reforms while ensuring we fulfil current
regulatory requirements. Our relationships
with our various regulators – economic,
drinking water quality and environmental
– are vital to ensure the resilience of our
business and we work closely with them,
sharing our progress and our plans for the
future, as well as influencing market reform
where we see opportunities.

Like all other UK businesses, we are
impacted by changes in interest rates,
inflation and other market rate movements,
and we must manage these to reduce
risks to our financial stability. We must also
pay attention to the general economic
climate as it will have a direct impact on our
customers and their ability to pay their bills.
We are aware that there are a number of
areas across the South East that experience
high levels of deprivation so we make it a
priority to offer support and advice to any
of our customers who find themselves in
vulnerable circumstances.

Our affected capital(s):

Our affected capital(s):

Link to our risk(s):

Link to our risk(s):

Compliance; Regulatory and Corporate Affairs

COVID-19; Financial

Innovation and technology

Environmental factors

In order to always improve our services and
the ways in which deliver them, we need
to take advantage of new technologies
and innovative ideas, which we recognise
could come from anywhere – from our
customers, across different industries and
different countries, as well as ideas from
colleagues within our business. Innovation
is very important to us, as one of our three
core values is always improving and this
is reflected in the development of our
own bluewave innovation hub. Of course,
we also understand that new technology
brings with it a number of risks, which
is why we are focused on continuously
improving our cyber security.

Our natural environment is under
pressure, and we must ensure that
we are adapting to and preparing for
future impacts such as climate change
and population growth. This includes
taking action to plan for and mitigate
climate change by reducing our own
emissions and the environmental impact
of our operations. The water cycle is
continuous so we must ensure that we are
removing water from and returning it to
the environment safely and responsibly.
We must also make sure that we are
engaging with all stakeholders within our
catchments to reduce their collective impact
on the water environment.

Our affected capital(s):

Our affected capital(s):

Link to our risk(s):

Link to our risk(s):

Information Technology; Water;
Wastewater; Customer; Resources

Resources; Customer; Water; Wastewater;
Climate Change

11

licensed water
and wastewater
companies, with
a handful of
smaller licensed
companies,
provide wateronly services
to customers;
50 million
households in
England and
Wales

	Read more about
our risks on
pages 118 to 139
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Our external environment continued
Ofwat investigations
As previously announced, and as explained in our Annual Reports 2018–19 and 2019–20, Southern
Water’s wastewater treatment compliance was under investigation by Ofwat due to breaches of
statutory obligations between 2010 and 2017. A Final Notice setting out the plans for Southern Water to
make rebates to current customers and payments to former customers, and a commitment to greater
transparency on environmental performance, was published by Ofwat in October 2019. The rebates to
current customers began with the April 2020 bills. The scheme to compensate those eligible former
customers was open until 30 September 2020. The Notice confirmed that the reduction in wastewater
charges for current customers, and the payments to former customers, will total £123 million (in 2017–18
prices), together with a £3 million fine.

The regulatory environment

The Department for Environment, Food and Rural
Affairs (Defra) determines the overall water and
sewerage policy framework in England, setting
standards, drafting legislation and creating special
permits, e.g. drought orders.
defra.org.uk

dwi.gov.uk

Ofwat is the economic regulator of the water
and sewerage sectors. It protects the interests of
consumers by promoting appropriate competition,
making sure water companies properly carry out
their functions and ensure they have the adequate
finance in place.

The Consumer Council for Water represents water
and wastewater consumers. It also investigates
consumer complaints that have not been
satisfactorily resolved by water companies.

ofwat.gov.uk

ccwater.org.uk

The Environment Agency is the environmental
regulator of the water and wastewater sector
in England. It is the principal adviser to the
government on the environment, and the
leading public body improving and protecting
the environment of England. They work with
a range of organisations to reduce flood risk,
promote sustainable development, and secure
environmental and social benefits.

Natural England advises the government by
providing practical guidance, grounded in science,
on how to best safeguard England’s natural
wealth. Its purpose is to protect and improve
England’s natural environment and encourage
people to enjoy and get involved with their
surroundings.

gov.uk/government/organisations/environmentagency
30

The Drinking Water Inspectorate is the drinking
water quality regulator and enforces the Water
Quality Regulations set by the Government. To do
this, they check the tests carried out on drinking
water by water companies, along with carrying out
company inspections.

gov.uk/government/organisations/naturalengland
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Since Chief Executive Ian McAulay
joined in 2017, he has been driving
thorough internal reviews of our
wastewater business and is leading
a major transformation programme.
Environment Agency Investigations
Like other wastewater operators, in the normal
course of operations we occasionally face
Environment Agency investigations. The company
has been subject to a detailed investigation
regarding permit breaches at some of our
wastewater treatment works in two locations
during the period 2010–15. In February 2020 the
agency presented 51 charges before the court and
we entered guilty pleas to these charges. We will
continue to be open and transparent and are
committed to working with the agency to ensure a
swift conclusion to the case. Since Chief Executive
Ian McAulay joined in 2017, he has been driving
thorough internal reviews of our wastewater
business and is leading a major transformation
programme, which has already delivered a
number of improvements to processes, people
and systems.
For the reasons also set out in note 26 to the
financial statements (see page 260), supported
by legal advice, the Board has concluded that
it is not yet possible to make a reliable overall
estimate of the financial obligation that will arise
from this prosecution, notwithstanding the guilty
pleas and the Sentencing Council’s Guidelines
for Environmental Offences. However, the Board
does recognise that there will be a minimum
liability associated with these charges and having
reviewed the latest information, has maintained
the provision of £1 million, recognised in 2019–20,
reflecting a minimum amount as indicated by
the Sentencing Guidelines and an allowance for
legal costs.

The court has a very broad discretion to assess
the level of the fine and the provision is not
intended to indicate or predict any particular
level. When considering the above it is noted
that there are disputed levels of culpability and
environmental harm. The sentencing guidelines
are very wide and there is a requirement for the
court to examine the financial circumstances of
the organisation in the round. The next court
hearing may take place in July 2021. The Board
will continue to review the level of provision made
as more information becomes available.

	Read more in
our financial
statements
on page 260

We are also committed to assisting the
Environment Agency with its separate
investigation into sampling compliance and
reporting issues between 2010 and 2017
(inclusive). The Board, supported by legal advice,
has again, and for similar reasons, concluded that
it is not yet possible to make a reliable estimate
of the financial obligation that will arise from this
separate investigation, but will also keep this
under review.
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Our external environment continued
Our plans focus on what is important to our customers
Our Water for Life Business Plan 2020–25 was developed following extensive consultation with our customers and stakeholders
over a three-year period. Our customers told us that as well as thinking about the challenges of the future, they have an
expectation that we will continue to deliver on the basics – clean, high-quality drinking water and effective wastewater systems.

Engaging customers

Affordability and vulnerability

As a result of the impact of COVID-19 on everyone’s lives,
customers have become more engaged in the provision
of essential services and their importance to overall
health and wellbeing. Customers have been using more
water at home, and we have seen a greater desire for
them to actively participate in the protection of future
water resources through our water efficiency behaviour
change campaigns.

Many of our customers have been put under financial
pressure as a result of the COVID-19 pandemic. As a
supplier of essential services, we have a duty of care to
offer support where we can. While we have committed
to reduce our bills over the next five years by 18%, our
customers’ needs are unique and so we take a pragmatic
approach, and have offered additional payment breaks.
We have also delayed debt collection when appropriate
and increased access to our Priority Services Register. We
regularly engage with customers and other agencies to
identify how and when to support those that need it most.

Link to our risk(s):
Customer; Resources; Regulatory and Corporate Affairs

How we are responding now:
This shared responsibility sits at the heart of our values,
purpose and long-term vision, as it is only by succeeding
together that we can provide water for life and ensure
a resilient water future. Over the past year, we have
adjusted our approach to engaging with customers, using
digital engagement platforms and online forums to gather
insight, which continues to drive our transformation and
performance improvement in areas such as incident
management.

How we are responding in the long-term:
In 2020–21 we launched Water Futures 2050 (our young
person’s group) and Water Futures 2030 (our household
customer panel), which provide a central hub for members
to challenge our strategic plans. We continue to work
collaboratively with other water companies and our
regulators across the South East on future resource options
and behaviour change. For example, in February 2020 we
brought customers from our action group on the Water for
Life Hampshire programme together with technical leads,
regulators and members of our executive to collaboratively
work through proposed solutions.

Links to our purpose:
Enhance

Sustain

Delivering value to:
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Link to our risk(s):
Customer; Financial; COVID-19

How we are responding now:
A range of COVID-19 support measures were introduced
in the first few weeks of the pandemic, including payment
holidays, automated renewals for those already on our
support tariffs, and an increase in the threshold for our
social tariff, as well as a change to the requirements
to join our Priority Services Register allowing family
members to add names of loved ones or trusted third
parties. We also joined a UK Power Networks-led
consortium to provide funding to Community Foundations
in our area. We continue to work collaboratively in the
community through our Customer Inclusion Panel – a
cross-regional group of experts in vulnerability. We have
also looked wider, working closely with local councils
to understand the impact water efficiency can have on
households struggling with their bills.

How we are responding in the long-term:
We have signed up to a Public Interest Commitment to
end water poverty by 2030. By 2025 we are committed to
significantly increasing the number of people we support
and continually assessing the effectiveness of that
support. We will also continue to work across the sector
to ensure there is consistency and fairness in identifying
customers in vulnerable circumstances, making it easier
for everyone to get access to the right support.

Links to our purpose:
Enhance

Sustain

Delivering value to:
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Key:
Our stakeholders:

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

Employees

Customers

Regional stakeholders

Communities

Environment

Retailers

Regulators

Suppliers

Investors

Increasing customer expectations

Securing long-term resilience

As a result of the impact of the COVID-19 pandemic
customers are more aware of the essential services
we provide and their cost, the communities and
neighbourhoods in which they live, as well as those who
might need access to additional support. Yes, they still
want the basics of good levels of service and affordable
bills, but they have also become more focused on
ensuring the sustainability of those services and the
impact of them on their communities and environment.
Many customers have become far more confident in
their use of digital technology and have increased
expectations for new digital channels, so the definition
of ‘great’ service continues to change.

Our customers expect us to maintain essential services so
we need to plan to mitigate potential risks, both internal
and external. This means developing a rich understanding
of the connection between our processes and the wider
community around us. To maintain continuity of service, we
have made plans to reduce our carbon footprint and are
looking at ways to adapt our business to mitigate the risks of
climate change and population growth in the South East.

Link to our risk(s):

Our customer service improvement programme is leading
the digitalisation of our customer service channels. As
we continue to transform our business, we have focused
on not only improving access to our customer service
channels but also ensuring we improve our operational
management, incident response and support services
for customers, our suppliers and local businesses in turn.
The core pillars of our purpose: health and wellbeing, the
environment and economy, drive our planning, strategy
and delivery so that we are taking a more holistic
and long-term approach to meeting our customers’
expectations and measuring our impact.

We are building partnerships across sectors to ensure we
have the expertise to secure long-term resilience. Our Water
for Life Hampshire programme is a prime example, as we
work with regional partners to develop options for new
water sources in our most water-stressed area. We are
working with our environmental stakeholders to ensure
impacts and opportunities for nature are built into our plans.
As a key member of the Greater Brighton Infrastructure
Panel, we have developed collaborative initiatives
combining our water, energy and transportation expertise.
Our Catchment Risk Management team has brought
together farmers and catchment partners to develop more
sustainable land management practices and investigate
further sustainable approached to the removal of water from
the natural environment. In addition, we have continued to
enhance our data and IT systems to allow teams to develop
a proactive view of network and resource management.

How we are responding in the long-term:

How we are responding in the long-term:

Customer expectations around the reliability of services,
the quality of water we supply and the impact our assets
have on the environment are a constant. We need to
make sure that we are staying ahead of any advances
in technology, always improving to ensure the efficiency
and resilience of our services while mitigating the impact
of any ageing assets. Ensuring a quick response to issues
raised by our stakeholders is also key, whether this is
through traditional or digital platforms.

Our Resilience Action Plan shows how we will be taking
steps to enhance how we reduce risk, making corporate
risk reporting more transparent and comprehensive.
Our incident management capabilities have been
improved through the introduction of new monitoring
indicators and a new system, root cause analysis and
regular scenario testing. We will continue to collaborate
with our peers to bring processes and systems together,
taking a regional approach to water resources planning.

Links to our purpose:

Links to our purpose:

Customer; COVID-19; Financial

How we are responding now:

Enhance

Protect

Delivering value to:

Sustain

Link to our risk(s):
Resources; Climate change; Compliance

How we are responding now:

Enhance

Protect

Sustain

Delivering value to:
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Our external environment continued
	Read about our approach to
sustainability on pages 63 to 73

Transparency and accountability

Delivering public value

As a supplier of essential services, our performance is
rightly scrutinised by a number of independent regulators
including Ofwat, the Environment Agency and the Drinking
Water Inspectorate. Our stakeholders are increasingly
looking for us to offer support during these times of
unprecedented uncertainty. They want us to demonstrate
we are having a positive impact on our communities
and that we are providing stability. As such, we need
to engage in a transparent and open way, providing
information and explanation around the decisions we
make and taking accountability for our responsibilities.

We fully support efforts to explore how the water sector can
deliver even more public value. We are working to develop
a clear understanding on expectations so that we can
development measurable objectives and reflect these in our
company targets, making these as simple for our customers
and stakeholders to understand as possible. We also need
to ensure that we use consistent definitions, frameworks
and reporting tools to clearly communicate our progress.

Link to our risk(s):

How we are responding now:

Customers; Regulatory and corporate affairs; Compliance

We have already taken significant action to create an
enabling culture to support delivery of greater public value.
We renewed our company purpose and values in 2019,
which now inform decision-making across the business.
Our Board and Executive Leadership Team have made
a commitment to company transformation and improved
ways of working. We are utilising a number of new tools to
optimise the value we provide, e.g. risk and values process,
six capitals approach (starting with natural capital) and
we are tracking progress in terms of our culture change
though regular Gallup employee engagement surveys and
culture dashboard. These improvements have helped us
deliver outcomes across a range of activities including our
Water for Life Hampshire, Catchment First, Target 100 water
efficiency and Bathing Water Enhancement programmes,
and through our support for vulnerable customers.

How we are responding now:
We have continued to embed insight gathered from
customers and stakeholders via our customer action
groups in our decision-making. We have developed
our environmental reporting at southernwater.co.uk/
our-performance/environmentalperformance and have
clarified our environmental ambition. We have launched
our updated Beachbuoy service, which allows customers
to monitor releases from our combined sewer overflows
in real time. We also continue to provide our various
regulators with regular reports about progress against
our performance commitments.

How we are responding in the long-term:
Being open, honest and transparent is key to building
and maintaining trust and legitimacy. As well as reporting
openly, this means setting out commitments to our
stakeholders and delivering on them. One example
is the launch of our Water Futures 2030 and 2050
consumer groups which will work together to ensure we
are building the right future for our customers. We will
continue to build on our engagement with these groups
as we develop our plans for the next asset management
period from 2025–30.

Links to our purpose:
Enhance

Protect

Delivering value to:

Link to our risk(s):
Customers; Regulatory and corporate affairs

How we are responding in the long-term:
We are starting to use a six capitals approach, beginning
with natural capital. Incorporating natural and social
considerations into our decision-making, monitoring and
integrated reporting will help ensure we capture, review
and track progress on a wide range of outcomes. This will
also help to align our plans, where appropriate, with the
UN Sustainable Development Goals. We are also working
with Water Resources South East to develop criteria
and metrics to assess the additional value delivered by
different water resources programmes as part of the
development of a ‘Best Value’ regional plan.

Links to our purpose:
Enhance

Protect

Delivering value to:
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Climate change

Regulatory expectations

Climate change, and the extreme weather events
and rising sea levels that are a result of it, present a
significant challenge to water companies up and down
the UK. We are proud of the steps we have taken to
reduce carbon emissions, recycle waste from our
wastewater treatment sites and use more renewable
energy to power our operations.

Government and regulators rightly expect water companies
to provide customers with high standards of service at a
fair price, while protecting and improving the environment.
They have challenged companies to go faster and
further, particularly on environmental priorities, long-term
resilience and looking after vulnerable customers. The
policy landscape is also continually evolving. The 25 Year
Environment Plan, Environment Bill, review of the Water
Industry National Environment Programme and preparation
for the next price review for 2025–30 are just some of the
key drivers for change in the water sector and beyond.

Link to our risk(s):
Climate change; Water; Wastewater; Financial

How we are responding now:
Reducing our environmental impact, and protecting
and improving our environment, sits at the heart of
our purpose as an organisation. As such we have
committed to the Water UK Public Interest Commitment
to achieve net zero carbon emissions by 2030 and our
net zero plan details how we will do this. We have set up
a climate adaptation steering group within the business,
which is overseeing changes to operational processes
and systems to plan for and mitigate the impact of
climate change.

How we are responding in the long-term:
We plan to increase the proportion of renewable
energy we use to 24% by 2025, while at the same time
looking for ways to reduce the amount of energy we
use. In doing this, we aim to achieve net zero by 2030,
in turn delivering financial benefits for our customers
and investors. We are also exploring how to maximise
the contribution of our extensive land bank to reduce
greenhouse gas emissions and will have updated our
Climate Change Adaptation plan by 31 December 2021.

Links to our purpose:
Enhance

Protect

Delivering value to:

Link to our risk(s):
Regulatory and corporate affairs

How we are responding now:
We are working proactively with the rest of the sector,
regulators and others on workable solutions to some
immediate and complex challenges which we simply
cannot solve alone. Concerns around storm overflows and
chalk streams are examples where a multi-sector approach
is essential, and we fully support the Government’s efforts
to facilitate a collective response. We are also actively
representing the interests of our customers and region in
national discussions to ensure the unique challenges faced
by the South East are fully considered.

How we are responding in the long-term:
We are contributing to the national debate on a long-term
vision for the sector and our ambition is to go beyond
what our regulators expect. Developing collective,
systems-based approaches will be essential. We have
a really great opportunity to help deliver many of the
objectives included in the government’s ambitious
25 Year Environment Plan. We are actively exploring
new ways of working including through nature-based
solutions and natural capital approaches as part of our
long-term planning. We are also part of a sector-wide
commitment to deliver a net zero water supply by 2030.

Links to our purpose:
Sustain

Enhance

Protect

Sustain

Delivering value to:
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Case Study

Giving our customers a say in
how we address water scarcity
Customer engagement is a central part of our Water for Life
Hampshire programme, which is looking to secure a resilient
water future for the area.
Initially, we set up a Customer Action
Group (CAG) and asked this panel
of 35 customers for views about the
water resources challenges in the
area and our potential solutions.
Building on the informed, qualitative insight
shared by the CAG, we have reached out to
broader audiences to explore some of the key
areas identified in these two-way conversations.
As our solutions could impact the cost of
our services, we engaged customers who
were struggling to pay their bills or whose
circumstances have been affected by COVID-19 to
explore how our proposals could impact them. We
also worked with diverse cultures to understand
the different ways they interact with water so
these could be taken into consideration.
To understand what tomorrow’s customers want
the future of the water industry to look like, we
set up a youth panel made up of school pupils,
students, apprentices and young people.

	Read more on
sustainability on
pages 63 to 73

We also worked with Water Resources South East
(WRSE) – an alliance of the six water companies in
our region – to share data and gain a more complete
picture of the situation in the South East. Meanwhile,
we have researched how customers reacted to
solutions by water companies further afield.
Ultimately, local residents will be affected most
directly by our proposals, so we gave them a
chance to share their thoughts on our plans
through a public consultation.
In February, members of the programme and
our Executive Leadership Team met with our
regulators and other stakeholders to discuss our
proposals. Our ongoing customer engagement
is making sure our customers’ voices are at the
forefront of these conversations as we work to
address water scarcity in the South East.
Nick Eves
Head of Customer Insight

Consumers are not the only ones who rely on
water. Businesses such as breweries and food
manufacturers do too. We spoke to them about
how changes to local water sources could affect
their end products.

	Read more on
our work to
protect and
improve the
environment on
pages 88 to 93
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Case Study

Collaborating across our region
to develop long-term plans
Long-term planning for drainage and wastewater management
is needed to address ongoing challenges such as climate
change and the development of new homes in the South East.

100+

stakeholders
attended our
initial webinars

Water UK published guidance
on preparing new Drainage and
Wastewater Management Plans
(DWMPs) in November 2018. Along
with other water companies, we made
a commitment to Ofwat to produce the
first version of these by March 2023.
The DWMPs will become statutory plans under
the Environment Bill currently progressing
through Parliament.
Responsibility for drainage and flooding is
shared among several organisations including
the Environment Agency, local councils and
internal drainage boards, so preparation of
DWMPs requires a new collaborative approach.
We recognised this as one of our critical
success factors, so we set about working
with these partners, as well as organisations
with responsibilities for protecting the water
environment, to co-create these plans.

	Read more on
our operational
performance on
pages 74 to 99

	Read more
on long-term
ambition on
pages 54 to 55

In December 2020, we reported to Water UK
on the results for the risk assessments for the
six national planning objectives, and completed
risk assessments for our eight additional planning
objectives in March 2021. We held further
webinars with our partners in December 2020
and March 2021 to share and discuss the results
of these assessments.
During another round of workshops in
spring 2021, we will use the results of the risk
assessments and our understanding of the root
causes to set out our investment strategy for
each wastewater catchment, the generic options
and the priorities for more detailed assessment
and investment.
The final document will be a critical publication to
accompany our Business Plan to be submitted for
the 2024 Price Review and will set the direction of
investment in wastewater into the future.
Andy Adams
DWMP Programme Sponsor

In August 2020, we organised an initial round of
webinars to introduce the DWMPs and share our
timetable and approach. Over 100 stakeholders
from around 30 organisations joined. We followed
this with a series of workshops – one for each of
our region’s 11 river basin catchments – to assess
the risks in each and define our objectives.
Working with these stakeholders, we have been
able to explore and set objectives that cover the
issues that are important to us and our partners,
such as flooding, pollution and impacts on
designated sites. We have been developing a new
risk assessment for each of these objectives so
we can understand the current and future risks.
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Our business model
Our business model describes the essence of what we do; how we create value for all our
stakeholders from the resources and relationships we use to operate the business.

Our purpose is to provide
water for life to:
enhance health
and wellbeing
protect and improve
the environment
sustain the
economy
Our purpose is why we exist. It
drives our long and short-term
decision-making and is centred
around the value we provide to
our customers and stakeholders.
Living our purpose ensures that
we are able to deliver water for life
and a resilient water future for our
customers in the South East.

1. Our key inputs

2. Our key relationships

To really understand if a business
is acting responsibly and with
integrity it needs to consider
its impacts and dependencies.
This means expanding beyond
financial, manufactured and
intellectual capital to bring in
people, social and relationships
and natural capital, as all can affect
the ability of an organisation to
create value over time.

Understanding what matters most
to our stakeholders is fundamental
to being a purpose-driven
organisation. We consider these
priorities alongside potential impact
on our company and value created.

Natural
the environmental resources
that we rely on as a business, in
particular water.

Financial
our financial health, including
equity, debt and pensions.

Manufactured
our sites and assets, equipment,
networks and IT.

Our external environment
The way we operate as a business
is impacted by a number of external
factors that we must consider and
manage, whether they be political,
economic, regulatory, social,
technological or environmental.
	Read more on pages 28 to 35

Intellectual
knowledge, systems, processes,
procedures and the data we
hold.

People
the skills, capabilities and
wellbeing of our people.

Social and Relationship
open and transparent
engagement, our brand,
reputation and value we create
for our communities.
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Customers
Our customers sit at the heart
of our business. They expect
us to be always improving and
to deliver services sustainably,
at affordable prices while
supporting those in vulnerable
circumstances.

Communities
Water for life is a shared
responsibility so we constantly
work to build partnerships in
our communities with schools
and future customers as
well as interest groups and
local charities. Our employee
volunteering programme helps
to connect our employees with
the communities we serve.

Regional stakeholders
Our work, and the land we
manage, impacts a wide variety
of regional stakeholders, from
county and parish councils to
farmers and developers, and we
consult them to help develop
and execute our plans.

Retailers
Our retailers provide customer
and billing services to nonhousehold consumers across
our region. We work closely with
them, providing wholesale and
emergency services to those
customers.
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3. What we do

Employees
We are focused on attracting,
developing and retaining a
diverse and inclusive workforce,
while ensuring we always look
after their health, safety, security
and wellbeing.

We provide essential water services to 2.6 million customers, and
wastewater services to more than 4.7 million customers across Sussex,
Kent, Hampshire and the Isle of Wight. We do this while working hard
to enhance the health and wellbeing of our communities, protect and
improve our environment and sustain our economy.

Suppliers
We generate jobs, skills and
income through our capital
programme, supporting our
supply chain and our local
economy. We rely on our
suppliers to deliver our services
so these relationships are critical.

Precipitation (Rainfall) – The
drops of water in the clouds fall as
rain when they become too heavy,
or as snow if it is colder.
Condensation – As water vapour
rises, it cools and turns back into tiny
drops of water, forming clouds.

Transpiration – Trees and

Environment

plants draw up water from
the soil. This moisture then
escapes through their leaves.

We maintain and enhance our
natural environment, be that
reservoirs, catchments, rivers
or bathing waters. Each provide
space for wildlife, recreation, and
create value in terms of tourism.
We aim to protect and improve
our environment at all times.

Clean water supply works

– Water is collected, cleaned then
supplied through pipes to homes,
schools and businesses.

Sewers – After use,
dirty water is collected
for treatment to make
it safe to use again.

3

Percolation – Rainfall eventually flows

into the nearest river or stream – or soaks
into porous ground such as chalk.

4
– Water is
2 Reservoir
stored here for later use.

Wastewater treatment works

5

– Dirty water is cleaned and safely
returned to the environment, mainly
via rivers and the sea.

1
River – Water is collected from
here and pumped to the reservoir
and the clean water supply works.

Water flow – Rain water runs over,
through or under the soil and collects
in rivers, which take it back to the sea.
Evaporation – The sun heats up water

on land and in rivers, lakes and seas and it
turns into a gas called water vapour.

Regulators
Regulators’ priorities help define
our five-year commitments so
we must actively engage to
influence and prepare for any
future market reform.

Investors
To ensure we add value for
our investors, we manage
risk prudently and provide an
appropriate return, when we
are able to. We also invest
their money in our assets to
provide growth and resilience.
Regulatory price controls
help to align shareholder
value with customer and
environmental priorities.
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4. How we do it
Our Water for Life Business Plan 2020–25 will take us closer to our ambition of
creating a resilient water future for customers in the South East. Developed following
extensive consultation with our customers and stakeholders, it will deliver significant
performance improvements, including a 15% reduction in leakage, improvements to
537 kilometres of rivers and a further 155,000 customers supported through financial
assistance schemes, with bills reducing by 18% in real terms.

Our five year strategy
Use water wisely

Fit for the future

Deliver great
service

Protect and improve the Environment

537km
of rivers
improved

18%

Reduction in bills
in real terms
	Read more on
operational
performance on
pages 74 to 99

Our materiality assessment
Understanding what matters most to our customers and stakeholders is fundamental
if we are truly going to be a purpose-driven organisation. We consider their priorities
alongside our own assessment of what has the biggest impact on our company and its
ability to create value.

	Read more about our materiality assessment on pages 64 and 65

Embedding risk and value processes into operations
Our risk and value (R&V) process underpins our way of working. It is improving our
decisions about how to invest, build and run our assets, and allows us to collaborate
more effectively with suppliers across our business.

Underpinned by our values
Our values are at the centre of everything we do. They govern how we do things
and allow us to build a solid decision-making framework.

Succeeding
together

Doing the
right thing

Always
improving
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Our business model continued
5. Delivering value to our stakeholders
Customers
In the short term: Delivering reliable services to our
customers is a priority. If and when they do need to
contact us, we provide easy access to our services, we
listen to them and meet their expectations. We ensure
that our bills offer our customers value for money
and that they are affordable to all. We provide Priority
Services to support those customers who find themselves
in vulnerable circumstances.
In the long term: As a provider of essential services, we
make a vital contribution to the long-term health and
wellbeing of customers in the South East. To continue
to do so, we need to ensure access to long-term
financing and meet the statutory obligations set out in
our regulatory framework, but we also need to invest in
infrastructure to improve the resilience of those services
in the future.

How we measure the value delivered
Operational delivery incentives (ODIs); C-MeX;
complaints; adoption of digital services; take up of
assistance schemes; total on Priority Services Register
	Read more on page 46

Communities
In the short term: Our volunteering projects connect
our employees with our communities, while at the same
time addressing local issues and supporting those in
need. Working with community interest groups and local
charities in this way means we can accomplish more
together. We also support tourism in the South East by
helping to look after its landscapes and beaches, and
by opening a number of sites to the public, supporting
our customers’ health and wellbeing through access to
relaxation and recreation.
In the long term: We work with local schools and
community groups to raise awareness about the value
of water and protecting the natural environment. By
managing our land responsibly and sustainably, we can
ensure the South East’s environment is left in a better
condition for future generations.

How we measure the value delivered
Number of people supported through our volunteering
programme; awareness of value of water; reduced
individual daily water usage.
	Read more on page 47
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Regional stakeholders
In the short term: Water for life is a shared responsibility
and we can only meet the challenges of climate change
and population growth in the South East by working
with our regional stakeholders, be that county or parish
councils, local landowners and NGOs. In order to
ensure their trust and confidence we must deliver on
what we promise and support the wider goals of their
communities. We can add value by leading on issues
of water efficiency, carbon reduction and improving
water quality.
In the long term: We plan to deliver on our commitments
to customers in an integrated, collaborative way,
using systems thinking to deliver solutions to regional
challenges. Examples of this would be the work already
started on a regional water grid through Water Resources
in the South East, or the energy and water strategies
created through our work with the Greater Brighton
Infrastructure Panel.

How we measure the value delivered
Annual perceptions audit
	Read more on page 47

Retailers
In the short term: Retailers rely on us to deliver wholesale
services i.e. meter installations for their customers on
time to enable the correct onward billing of water and
wastewater services.
In the long term: We collaborate with our retailers to
tackle market issues, exploring new ways of working and
different uses of technology. The biggest issue in the
market currently is the quality of data held in the central
market system. To help address this, we have long-term
plans in place to rectify the issues together with our
retailers and the regulator, MOSL.

How we measure the value delivered
Operational Performance standards – our performance
against market service levels on delivering wholesale
services; Market Performance standards – our
performance against market service levels on updating the
central market operating system with quality data following
a request for a wholesale service; and Retailer Satisfaction
(R-MeX) – a six-monthly retailer satisfaction survey.
	Read more on page 48
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Employees

Investors

In the short term: The health, safety, security and wellbeing
of every Southern Water employee, both physical and
mental, is a priority for us. Our Learning Zone – our new
platform containing mandatory, soft skills, management and
operational training modules – enables all of our employees
to grow their skills. Our bi-weekly Company Conversations
webinars, newly-established Employee Voice panel and
Speak Up platform ensure that every employee has a
chance to have their say on the issues that matter to them.
In the long term: We aim to foster a diverse, inclusive and
engaged workforce, where everyone feels comfortable
and motivated to succeed. This means we need to invest
in the development of both current and future employees,
ensuring that we have access to the right skills for the future.
Our plans to broaden our Learning Network to support
training in our communities supports this. Our refreshed
pension offerings also support our employees in later life.

How we measure the value delivered
Gallup engagement scores; diversity and inclusion
survey; gender pay; our culture dashboard, training and
development completed; internal progression, training
days delivered, percentage of employees supported
to study, employee sickness; health and safety (near
misses, accidents); pension contributions
	Read more on page 48

Suppliers

In the short term: Many of our shareholders are
pension funds so the potential income we provide
through dividends benefits a large number of people.
In order to give these shareholders confidence in the
way we do business we have committed to following
ESG (environmental, social and governance) practices.
This means operating in an environmentally and socially
conscious manner and upholding the highest standards
of corporate governance. Our core value of doing the
right thing means we act with integrity at all times.
In the long term: Our shareholders have put money
into our business, and see us as a stable, long-term
investment. As such we must work to provide an
appropriate return through a combination of short-term
dividend income and long-term growth. To ensure this,
we plan far into the future, investing in our infrastructure
to ensure the long-term resilience of the business and
the services we provide, managing risk prudently. Our
commitment to always improve drives innovations,
enabling us to find new solutions to shared challenges.

How we measure the value delivered
Totex outperformance; financing outperformance;
household retail cost to serve
	Read more on page 50

Regulators

In the short term: Our suppliers help deliver our
maintenance and enhancement projects across our
region, supporting thousands of jobs. While our operations
and suppliers are mainly UK-based, we do have a number
of third-party teams based overseas. We work closely with
our suppliers to address human rights issues.

In the short term: In order to ensure the trust and
confidence of our regulators, we need to reassure them
that we are working in the right way, meeting our statutory
obligations and constantly improving our performance, be
that customer experience, water resource management,
water quality or protecting and improving our environment.

In the long term: The jobs we support through our supply
chain help to develop the skills and knowledge base in
the South East. Exploring new technologies and working
collaboratively on innovative projects with them means
we can identify solutions that will make our services
better in the future

In the long term: By placing resilience at the heart of
our strategy, we are focused on delivery of long-term,
sustainable transformation of our business. This means
leaving behind the legacy issues of our past and focusing
on doing the right thing for our customers, communities
and the environment. This will ensure that we, and the
rest of the industry, improve our credibility and legitimacy.

How we measure the value delivered
Average time taken to pay invoices; number of
suppliers paid on time
	Read more on page 49

How we measure the value delivered
Improvement across our performance commitments
and ODIs; public value; regulator feedback and
successful completion of our transformation plans.
	Read more on page 50
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	We are investing in renewable energy to
help reduce our carbon footprint as part
of a series of measures outlined in our net
zero plan

Environment
In the short term: We are focused on meeting stringent
environmental consent levels to protect and improve
the quality of groundwater, rivers and coastal waters,
protecting these resources for future generations,
supporting tourism in the South East. We are investing
in renewable energy to help reduce our carbon
footprint as part of a series of measures outlined in
our net zero plan. In addition, we are investing in
catchment risk management, working with farmers and
landowners across our region. We are also exploring the
development of new water sources through our Water for
Life Hampshire programme, taking pressure off the Rivers
Test and Itchen.
In the long term: We are connecting our customers
to the value of water through our flagship Target 100
programme to reduce individual daily water usage to
100 litres per day by 2040. We are continuing our work
with environmental stakeholders on our Catchment
First programme. We are embedding natural capital
approaches into our planning and processes, and
exploring nature-based solutions to shared challenges
through local partnerships. Our long-term ambition is
to ensure our activities and investment enhance the
resilience of our natural environment by achieving our net
zero plan. We are keen to benchmark our performance
in this area and will be aligning our measures to the UN
Sustainable Development Goals and Science Based
Targets initiative, where appropriate.

How we measure the value delivered
Leakage; individual daily water usage and distribution
input; the Environment Agency’s performance
assessment (including pollutions, compliance, etc);
carbon footprint; waste recycling; natural capital
accounting; annual stakeholder perception audits
	Read more on page 49

Key for value delivered:
Short term
Within the current five-year investment period, to 2025

Long term
Beyond 2025, into the next investment period 2025–30
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Our business model continued
1. Our key inputs

Managing our value chain

Using six capitals thinking is helping us keep our responsibilities to customers, our communities and the
environment at the forefront when making business decisions.

Social
Value resulting from our relationships with
customers, communities, our wider society,
and stakeholders. Put simply, it is the trust
placed in us by these groups, which directly
relates to the impact that we have on them.
As a privately owned company, providing an
essential public service, our social capital
represents our social contract, which is just
as important as our operational license. Our
core value of doing the right thing drives this
behaviour and ensures we are considering
all our stakeholders in our decision making.
It also means staying in tune with the wider
impact of issues affecting society, such as
the COVID-19 pandemic, Brexit, etc, and
making sure that the services and support
we offer are appropriate.

Link to our risk(s):
Customer; COVID-19

Financial
Financial capital is how society measures
the value of something and it includes items
with a cash value, for example money, stocks
and shares. Although traditional, this is not
a very broad view of value. To consider our
total impact and value, we need to consider
salaries, profits and taxes. We also need
to look at other indicators of our financial
resilience including our credit rating and
gearing ratio.
Our services underpin our local economy and,
if we include our supply chain, our impact
increases. As a privately owned business,
transparency and legitimacy remain priorities
which is why we have made substantial
changes to our reporting and disclosures, as
well as making changes to simplify our financial
structure. We also introduced a Sustainable
Finance Framework which is described on
page 73.

Link to our risk(s):
Financial

People
Encompassing both our people’s wellbeing,
as well as the value they bring to our
communities. As such, it is not owned
by Southern Water but is delivered in
exchange for salaries and other benefits.
By understanding the value of our people,
we can take prompt action to address any
concerns. Our employees are Southern
Water, and we are committed to developing
a diverse and inclusive workforce that better
reflects the communities we serve.
By tracking factors such as an ageing
workforce, sickness rates, engagement and
diversity and inclusion programmes, we
can better manage risk and also seek out
opportunities to improve our workplace.

Link to our risk(s):
COVID-19; Resources; Financial
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Manufactured
This includes the physical objects that are
owned or controlled by us, such as our pipes,
pumps and treatment works, as well as our
IT systems and fleet. How we maintain those
objects is critical to the health and prosperity
of the South East. We need to ensure that
resources are used efficiently and effectively
and that we manage these assets sustainably
to ensure future service levels.
This means using systems thinking and
‘circular’ approaches to create value by
reusing resources and avoiding the creation
of waste.

Link to our risk(s):
Water; Wastewater; Financial
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Intellectual

Natural

This encompasses Southern Water’s
collective knowledge and information:
the data and information we manage
and generate, the information we share
with society and also our people’s skills
and know-how. It includes the intellectual
capital we share outside of the organisation
through disclosures, partnership working,
investments in innovations, and through
community education.
One of our values is always improving,
and this means looking at new ways of
working, finding quicker, cheaper, or better
approaches to save money so that we are
able to keep bills low for customers while
improving the services we offer.

In simple terms, natural capital is the stock
of environmental resources – ‘ecosystem
services’ that nature provides – that we
manage, use, and depend on.
These services include: the supply of
clean water, natural flood risk management,
improved air quality and health and
wellbeing benefits.
We will develop natural capital accounts
alongside our financial accounts as
a means of measuring and reporting
progress in this area.

	Read more on
natural capital on
page 71

Link to our risk(s):
Financial; Climate Change; Resources

Link to our risk(s):
Resources; Financial
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Our business model continued
2. Our key
relationships

Customer and stakeholder engagement
is key to our decision-making

Customers
Why we engage
We are privileged to be able to provide essential public services to our region and to be taking a lead to create a resilient
water future for customers in the South East.
• Doing the right thing – Ultimately it is our customers’ investment that helps to build and maintain the infrastructure that
supports these services. As guardians of this investment, engaging with customers is crucial to ensure we understand and
take into account their views.
• Always improving – Customers expect a great level of service and by engaging, listening and acting we are able to
innovate and improve where it matters most.
• Succeeding together – We all play a role in protecting our resources and the environment around us, which we can only
do by working collaboratively with our customers and regional partners.

Key interests:
Customer service and operational performance; affordability and vulnerability; leakage and water efficiency; resilience;
environmental impacts; community investment; data protection.

How we engage:
In 2018 we developed our Participation Principles. These are our guiding framework for customer engagement, designed
with our brand values at their heart.
• Doing the right thing – We start by thinking about participation first, so that it is easy and accessible for customers to
engage. We are inclusive in our approaches, ensuring that we explore the diversity and different experiences of our
communities. We then integrate multiple sources of insight and bring it together defining clear customer voices.
• Always improving – We innovate in our approaches and are open to challenge to find new and engaging methods for
customers to participate. We design approaches that are iterative so customers can get closer to the detail of our industry
and share learning from others.
• Succeeding together – We collaborate with others, sharing best practice by partnering and building relationships over
time. We share plans to link up different programmes of activity that allow customers to have an ongoing, two-way
dialogue on our current performance and future plans.

Outcome of engagement:
Our engagement focuses on our strategic planning, improving the experience to our customers and being efficient in how
we operate. Our customers are central to our strategic planning with engagement driving investment and focusing our
activity. To improve the experience our customers receive we engage on areas such as how best to support those that need
it most through our billing and service, how to manage through a supply interruption and ensuring the right channels are
available. In many areas working together with customers is a highly efficient solution, so we engage to ensure we deliver
the right impact, such as reducing water consumption or minimising blockages in our sewers.

Where we are going:
For us, the aim of our engagement is to have customers actively participating in the creation of resilient water future for the
South East. This means having the customer at the heart of the organisation through engagement on all our key programmes,
continuous dialogue and providing leadership through the support we provide. Following our last price review, we launched
our participation strategy focused on setting up continuous insight programmes to integrate alongside our decision making.
In 2020–21 we focused on increasing the inclusivity and range of continuous programmes – launching Water Futures 2050
(our young persons’ group) and Water Futures 2030 (our household customer panel). As we move into the next year our
focus will be to share our Water Futures views with our teams, driving real action for our customers.
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Regional stakeholders

Communities
Why we engage

Why we engage

Our services enable communities, which
is why we work hard to keep improving
our services, working with our customers
where we can to build trust, respect and an
understanding of the impact our work has on
their everyday lives. By engaging constantly
with our communities we can be sure that
we understand what matters most to them
so we can develop solutions together.

It is vital that we ensure that the views of
county and parish councils and interested
landowners and developers are captured in
our planning and decision-making. Building
relationships with these groups is vital to
protecting and enhancing our reputation.
We need to deliver on what we promise,
responding to key people in the community
on regional, local and political issues.

Key interests:

Key interests:

Trust, transparency and legitimacy; community
investment; environmental impacts

Resilience; customer service and
operational performance; environmental
impacts; trust, transparency and
legitimacy; land management and access;
community investment

How we engage:
We do this in person, particularly where our
capital infrastructure schemes might have
a direct impact on customers’ daily lives or
where we want to work collaboratively to
find shared solutions to a particular problem.
We also engage with groups on social media
and provide ‘what’s happening in your area’
information on our website. We also run
regular workshops (online at the moment
due to COVID-19) and develop community
partnerships, through our charitable,
volunteering and grant schemes.

Outcome of engagement:
By talking to and working with our
communities, we are starting to build mutual
trust. Where we have difficult issues, such as
ageing infrastructure or a large development
scheme, we know that involving our
customers in working towards a solution is
critical. These relationships are helping us
to better plan for the future.

	Read more on
pages 42 to 43

How we engage:
Liaising with key individuals and
organisations such as MPs, local authorities
(CEOs, leaders, senior councillors),
environmental groups and more. This can be
from weekly calls, to briefing and presenting
to key authorities, and the stakeholder
workshops that we organise each year.
In terms of engagement with developers,
we attend industry events, conduct market
research and surveys, and we also hold
account meetings and customer forums.

Outcome of engagement:
Effective and timely engagement ensures
plans and priorities are understood by
key partners. Maintaining regular and
transparent contact with key developers
in our region also improves our developer
satisfactions (D-MeX) score over time.

Where we are going:

Where we are going:

We are refreshing our community funding
scheme to offer grants to our regional
charities, as well as local non-registered
charities, e.g. community groups/’Friends of’
groups, for the first time. We are exploring
opportunities to offer our communities
training, meeting room space and storage.
Our new customer and employee steering
group will ensure we build stronger
relationships with our communities.

Our Stakeholder Engagement Management
team has been set up to engage with key
stakeholders, helping to inform them about
our current business plan and how we can
work together. For our developers, we
have launched a new application portal,
Get Connected, which will enable customers
to track their application from end to end.
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Our business model continued
2. Our key
relationships
continued

Retailers
Why we engage

Why we engage

Our retailers offer customer services
to commercial and industrial (nonhousehold) customers, while we
supply wholesale services. We
welcome feedback from our retailer
customers – good and bad – to identify
opportunities to improve our services.
Our engagement principles allow us to
review our plans effectively to ensure
they are meeting the needs of our
customers. Responding and acting
on feedback we receive is key.

We want our employees to be proud to work for
Southern Water. There is also a clear business
case for engagement, as higher engagement
leads to an increase in productivity. Gallup states
that this increase could be as much as 21%, while
at the same time the cost of disengagement is
34% of a disengaged employee’s annual salary.
It also suggests organisations with high employee
engagement have fewer health and safety
incidents, they are around 48% safer.

Key interests:
Improved meter, property and
customer data

How we engage:
We have eight engagement
mechanisms which include industry
events, market research, social
media, customer account meetings,
website, customer forums, surveys
and action groups.

Outcome of engagement:
For our retailers, improving in the
quality of data we provide will help with
more accurate onward billing to nonhousehold consumers. This combined
with maintaining good levels of service
will help deliver strong operational
performance and an improved industry
Retailer Satisfaction (R-MeX) position.

Where we are going:
We have continued to work on driving
down the number of meters that
have not been read for a long time,
the highest priority data issue in the
non-household market. We have
collaborated with our largest retailer
Business Stream on a 12-month project,
which will see the improvement of
data. Additionally we are working
with our field teams to help resolve
further meter data issues for our
other retailers.
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Employees

Key interests:
Health, safety, security and wellbeing; fair
and equal pay; diversity and inclusion; career
progression

How we engage:
We run an annual employee engagement survey
using Gallup’s Q12, which is supported internally
by Workplace campaigns. A series of bi-weekly
webinars – Company Conversations – are hosted
by our CEO and we supplement these with virtual
roadshows (whole company or individual teams).
Our digital Learning Zone enables employees
to register themselves for a range of mandatory
training, and people skills and self-development
training. Our managers, meanwhile, receive regular
updates and toolkits from our People team.

Outcome of engagement:
Our Gallup engagement scores are increasing
year-on-year; our overall engagement score has
increased from 3.75 to 3.89. A move of 0.1 or more
in organisations with more than 1,000 employees is
considered a ‘meaningful’ improvement by Gallup.
We have launched our digital Learning Zone to
help employees to progress their careers. Around
10% (217 people) have or are undertaking studies
as of March 2021; this represents a 5% increase
from 2019–20. We also now offer ‘upskilling’
apprenticeships for our internal employees
to progress their careers. Regular updates
from managers have increased wellbeing and
satisfaction within teams.

Where we are going:
We have established a new Employee Voice
Group, which includes members of our Board
and Executive and this is supported by employee
‘listening’ groups throughout the year. The
group will ensure employees, many of whom are
also our customers, contribute to our strategic
decision-making.
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Suppliers

Environment

Why we engage

Why we engage

We value the role our partners play in
helping us to deliver a quality service to our
customers. Working collaboratively with them
is key to the success of our business. We
have processes in place to ensure that all
suppliers of significant spend, or in high risk
areas, have a full qualification assessment.
This is either as part of the requirement
of the Utilities Contract Regulations 2016
or separately. This assessment includes,
but is not limited to: corporate and social
responsibility, environmental impacts, health
and safety, modern slavery, information
governance and data protection.

To deliver water for life, we must protect and
improve our environment. We engage with
interest groups, as well as environmental
regulators, non-governmental organisations,
campaigners and local communities to find
shared solutions to environmental issues.
We are all facing the same challenges, such
as climate change and population growth.
Our partnerships with other regional water
companies and local councils mean together
we can deliver more impact.

Key interests:
South East economy; responsible supply
chain; human rights; resilience

How we engage:
During the year we created a supplier
portal, linking from our website, to signpost
impacts and guidance for our supply
chain, and an internal contract manager
helpdesk for our employees, to enable interdepartment collaboration and overcome
remote working constraints. We also issued
guidance to our employees and supplier
partners on how to access support and
where to directly intervene. Our suppliers
were offered access to an online forum to
provide leadership and drive collaboration,
developing future resilience.

Outcome of engagement:
We have successfully mitigated the potential
impact of both COVID-19 and Brexit,
ensuring no significant impacts in our supply
chain as a result. Furthermore we have
established robust working practices as a
platform for ongoing collaboration.

Where we are going:
We continuously strive for improvement with
our suppliers, looking a new innovation and
efficiency gains in processes to meet the
needs of our customers and stakeholders.

	Read more on
pages 42 to 43

Key interests:
Resilience; climate change; environmental
impacts

How we engage:
We regularly host workshops with
environmental stakeholders, including
via our Strategic Environment Panel, to
understand their priorities and how we can
work together to add value. Our Insight
team also works with a number of customer
groups to conduct research projects
throughout the year, including our Water
Futures 2030 youth panel.

Outcome of engagement:
These stakeholders tell us that working
together is the best way to ensure resilience
of our natural environment so we are always
looking to identify new ways to deliver
improvements, and engage with them to
deliver shared environmental outcomes. For
example, we are working with both the Wildlife
Trusts and the Rivers Trusts in the South East
on a number of exciting projects, including the
restoration of the Sussex kelp forest.

Where we are going:
We are establishing an Environment, Customer
and Climate Change advisory to advise our
CEO and Board as they establish the longterm ambitions of the company. Our Board
has also agreed to additional investment over
the next four years on targeted projects, run
in partnership with bodies such as the Wildlife
Trusts and the Rivers Trusts, which will deliver
increased carbon storage, improved water
quality, reduced flood risk and increased
health and wellbeing.
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Our business model continued
2. Our key
relationships
continued

Regulators
Why we engage

Why we engage

Our price and service quality is controlled
by economic, quality and environmental
regulators, who exist to help protect
the interests of our customers and the
environment. Meeting the expectations of
each regulator and our stakeholders requires
open and continuous dialogue to ensure any
regulatory changes align with their priorities.
As such, maintaining good relationships
enables us to influence future reform.

Investors are integral to the ongoing financing
of the business. Revenues from customers
are not large enough to fund the level of
investment that we are making, and it makes
sense that these long-term investments are
financed on a long-term basis. Therefore
we are regularly looking for financing/
refinancing from the financial markets in order
to fund our long-term investment. Engaging
with investors on a regular basis improves
our access to these financial markets and
ultimately ensures we can obtain funds as
and when they are required.

Key interests:
Political and regulatory environment;
resilience; trust, transparency and legitimacy

How we engage:
We hold regular meetings with all our
regulators to ensure two-way dialogue,
and that they have an accurate view of
our performance and compliance with
our statutory obligations, with particular
focus on improving via our transformation
programme.

Outcome of engagement:
Our regulators assess our comparative
operating performance against the other
water and wastewater companies in
England and Wales, with the Drinking Water
Inspectorate (DWI) assessing performance
in drinking water quality, the Environment
Agency (EA) assessing performance in
water resources and wastewater, and
Ofwat assessing customer satisfaction
and economic outcomes.

Where we are going:
Our vision is to create a resilient future
for our customers in the South East which
means we need to deliver a step change in
our operational performance while investing
in our infrastructure, new technologies
and innovations to ensure future supplies.
We need the support and guidance of our
regulators in order to achieve this.
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Investors

Key interests:
Stability and predictability; Environmental,
Social and Governance (ESG) credentials;
resilience

How we engage:
We regularly update investors with our biannual investor reporting that is published
on our website, as well as conducting
investor calls. When measuring ESG
performance investors are looking at
operational performance, cost of financing
and our ESG strategy and are looking for
improvements on these areas relative to
our peers.

Outcome of engagement:
We put in place a sustainable financing
framework in May 2020 and this links
investment to qualifying capital projects.
We have raised two sustainable bonds
during 2020–21.

Where we are going:
We have ongoing financing requirements
throughout this investment period so we will
continue to engage with our investors on a
regular basis. We will further develop our ESG
strategy and reporting in the coming year.
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Our approach to materiality

Our s172(1) Statement

Our materiality assessment informs
decisions about what we report in
documents such as this Strategic
Report and ensures we understand
key stakeholder priorities and
consider their interests, helping us
create value in the long term.

Our directors are duty bound to
promote the success of Southern
Water for the benefit of its
stakeholders, paying attention to:
the consequences of any decisions,
the interests of employees,
relationships with suppliers,
customers and partners, the impact
of the company’s operations,
standards of business conduct, and
the need to act fairly at all times.

Read more on pages 64 to 65

Read more on pages 66 to 69

How the Board is
kept informed of
stakeholder views
The Board is kept informed of
the views and opinions of the
company’s stakeholders, including
its regulators, suppliers, investors
and government. The company’s
Chairman and Chief Executive
Officer regularly attend meetings
with government bodies such
as Ofwat, the Department for
Environment, Food and Rural
Affairs, the Environment Agency
and Drinking Water Inspectorate.
Read more on pages 66 to 69
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Our business model continued
3. What we do

Our vision is to create a resilient water
future for our customers in the South East
The water cycle

Our use of water and its return to the environment is a continuous cycle, and managing our impact at
every stage is critical to protecting future resources. Our environment is constantly changing, and it is
essential that we can adapt and prepare for the challenges of population growth and climate change.

Water is collected

Water is cleaned

Clean water is put into
the supply

About 70% of the water we
supply comes from groundwater
(water stored underground in
aquifers), 23% is abstracted
from rivers and 7% comes
from our reservoirs.

Our 81 water supply works
treat raw water to the highest
standards, making it safe
to drink.

Associated risk

Associated risk

Associated risk

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 resources.

Failure of key infrastructure
could result in a risk to public
health due to reduced water
quality and/or disruptions
to supply. We use several
chemicals in the treatment
of water which, if not handled
correctly, could result in
injuries to employees and/
or customers. Catchment risk
assessments inform our raw
water monitoring programme,
ensuring we are sampling for
relevant substances to inform
the treatment requirements.

If we fail to meet required
standards, public health could
be put at risk, our customers
could experience supply
disruption or a reduced water
quality. We may also experience
increased leakage from
our network.

Our 13,972-kilometre network,
205 service reservoirs and
28,169 pumping stations deliver
a continuous supply of clean
water to our customers at an
acceptable pressure level.

Maintenance and development
We constantly monitor our water and wastewater sites and networks, conducting maintenance and
developing new infrastructure to make sure they are meeting the standards set by our regulators.
Failure to monitor, maintain and, where required, increase capacity of our water and wastewater
sites and networks could pose risks to public health, and result in disruptions to supply, injury to our
employees or customers, and damage to property.
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Customers enjoy our water

Wastewater is collected and treated

Customers are billed

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 2020–21, we put 563 million
litres per day into supply.

Our 39,835 kilometres of sewers and
3,444 pumping stations collect wastewater
from our customers’ homes and
businesses, and from the drains outside.

Our Customer Service teams
calculate and distribute customers’
bills, handle payments and manage
any related queries.

Associated risk

Associated risk

Associated risk

If we do not constantly look to improve
and maintain high levels of service and
quality, we run the risk of not fulfilling
our obligations to customers, to provide
high-quality drinking water and protect
rivers and bathing waters.

If we do not remove wastewater
effectively and manage our network,
we may cause sewer flooding,
environmental pollution and
unnecessary distress to our customers.

Errors in our billing calculations or
customer information could lead to poor
levels of customer satisfaction, and a rise
in contact and complaints, which could
damage the company’s reputation and
increase our operating costs. Failure to
properly protect customer data could
also lead to significant fines under Data
Protection (GDPR) and Networks and
Information Systems (NIS) directives.

Each day, 758 million litres of wastewater
are carefully screened, filtered and
treated at our 367 treatment works,
meeting strict environmental standards
before being returned to the environment.

Potentially hazardous substances
and processes are used that could
cause injury. Varying rainfall patterns,
extreme weather events and rising sea
levels all contribute to an increased
risk of flooding if our infrastructure is
overwhelmed. This could also lead to
contamination of water supplies and
infiltration/inundation of our sewers.

Ensuring future supply

Associated risks

We continually look for new ways to make our services
better, safer, faster and cheaper, working with our partners
and communities to find shared solutions. We are always
improving to ensure a resilient water future.

At each stage of the cycle there are several opportunities and
risks, including penalties and rewards applied by Ofwat where
we meet or exceed performance targets. We always seek to
maximise opportunities, while also identifying, managing and
mitigating any risks.
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Our business model continued
4. H
 ow we do it.

Our purpose is to provide
water for life to:

Our long-term environmental,
social and governance ambitions
inform our five-year strategy
Our long-term strategic ambitions
Improved and affordable services

enhance
health and
wellbeing

protect and
improve the
environment

Encourage and inspire our
employees to embed themselves
in community projects through
volunteering and local
partnerships, building long-term
relationships and mutual trust.

Efficient use of resources

Enhanced value from
our environment

Generate value from wastewater:
recycling of wastewater, recovering
valuable minerals and bio-solids for
agriculture and gas for energy, reducing
leakage and increasing customer use
of grey water and rainwater.

Systems thinking for a resilient future

sustain the
economy

Engaged communities

Ensure easy access to high-quality
customer services, clean safe drinking
water without interruption, and the
treatment and safe return of wastewater
to the environment. At the same time,
we are working collaboratively with our
peers to end water poverty by supporting
customers in financial hardship, providing
support through our Priority Services to
those who need it most.

Analyse our entire system and all its
linkages, enabling us to find the best
all-round solutions. Mitigate challenges,
namely the impacts of climate change
and population growth by working with
infrastructure partners across the South
East to ensure the future planning of
‘connected systems’ of water, energy,
communications and transportation.
Water is utilised as part of an economic
growth strategy.

Adopt a natural capital approach
to manage and measure our
progress, ensuring we take
account of the wider environmental
value, for example, delivering
nature-based solutions instead or
alongside more traditional end-ofpipe engineering solutions.

Risk and value at the heart
of our plans
Ensure planning is a collaborative
process, with decisions about how
to invest, build and run our assets
based on shared insight and risk
assessments from our teams and
supply chain, delivering costeffective data-based solutions to
business issues.

Underpinned by our values
Ethical decision-making and modern compliance
frameworks, alongside our vision, purpose and values,
help our leadership team, employees and partners make
better decisions every day.
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Succeeding
together

Doing the
right thing
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In our Water for Life Business Plan 2020–25 we outlined a number of long-term
outcomes that demonstrated a step change in collaborative action with customers
and stakeholders to co-create a preferred, shared future for water in the region.
These outcomes emerged from customer insights, regulatory expectations, and
operational imperatives and included a focus on: recycling; clean rivers, lakes,
reservoirs and coasts; collaborating to ensure a resilient economy for the South
East; innovating to create sustainable communities and helping our customers
recognise the value of water in their daily lives. The long-term environmental,
social and governance ambitions discussed below will help us achieve these
long-term outcomes and our vision of a resilient water future.
Read more about our approach to sustainability on pages 63 to 73

Our five-year strategy
Deliver great service
We are focused on delivering clean, safe
water, through a reliable, future-proof
network, at a price that everyone can
afford, and with great customer service
at every step. Our improvements to
the water network include hundreds
of kilometres of new water mains, and
refurbished treatment works. This will cut
supply disruptions, while maintaining the
same clean, safe water we all need.

Read more on pages 80 to 85

A learning organisation

An employer of choice
Build a workforce that is reflective of the
communities we serve, fostering a culture
where everyone can be themselves,
driving better decision-making and
improving performance.

Create a community-focused
Learning Network, working in
partnership with our supply
chain, local councils and
regional centres of learning
to create the skills we need
for a resilient future.

Use water wisely
We are reducing the amount of water
lost to leakage with large investments
to upgrade and replace our mains. We
are investing in more automation on our
network and we are working with local
authorities and developers to encourage
the building of new homes that use the
latest water-efficient technology. Our
Target 100 water efficiency programme
will help partners across the region work
together to reduce our water use.

Read more on pages 86 to 87

Resilience and climate change

A sustainable water cycle

Focus on climate change adaptation
and risk management, alongside a
reinvigoration of Water Resources South
East (WRSE), looking 80 years into the
future to deliver infrastructure which
safeguards water supplies in drought.
Similarly, our Drainage and Wastewater
Management Plans (DWMPs) and Pollution
Incident Reduction Plan (PIRP) set out how
we intend to extend, improve and maintain
a resilient drainage and wastewater system.

Sustainable water sources for
the future, enabled through our
transformational programmes –
Catchment First, Networks 2030,
Sustainable Drainage 2030 and
our demand reduction Target 100
initiative – ensuring our services
for future generations.

New solutions to shared challenges

Partnerships protecting
our economy

Look within and outside our sector to
find those innovators who can help us
develop concepts into solutions we
can use. Our innovation hub, bluewave,
combines lean start-up and designthinking approaches and involves active
collaboration and co-creation with
customers and other stakeholders.

Work with our environmental and
community partners to maintain
and enhance our reservoirs,
catchment land, rivers and
bathing waters providing a home
for wildlife, areas for recreation,
creating a resilient water future.
Ensure that we articulate the
income generated from water
tourism to our stakeholders.

P
 rotect and improve
the environment
We are working with a range of partners
to protect the environment. This means
going beyond just doing no harm to
enhancing our natural world. Over the
next four years we plan to invest close to
£1 billion in improvements that will deliver
environmental benefits, improving the
region’s rivers and many of our bathing
waters, reducing flood risks, cutting our
carbon footprint, and supporting schemes
that improve the precious biodiversity
of the South East. We will completely
transform our sewer network, using smart
technologies to predict and prevent sewer
blockages and burst pipes.

Read more on pages 88 to 93
Fit for the future
We are looking far ahead, to ensure
future generations enjoy the same access
to water in the decades to come as we all
do today. The South East is already a drier
region than most in the UK, and climate
change is going to make it increasingly
difficult to supply the water we all need.
That’s why we are already working in
partnership with other organisations
and experts – through programmes like
Networks 2030 – to start building an
innovative, automated network and a
more reliable future for water. We are also
generating biogas and green energy at
our wastewater treatment sites.

Read more on pages 96 to 99
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Our business model continued
5. Delivering
value to our
stakeholders

Delivering a positive impact for our
employees, communities and suppliers
Employees
We directly employ more than
2,200 people in Kent, Sussex,
Hampshire and the Isle of Wight,
as of 31 March 2021, not including
those employed by our partners.
Collaborating effectively with our partners is key
to the success of every aspect of our business.
Whether solving IT issues, supporting major
construction projects, maintaining the buildings
we work in or the systems we use, our partners,
working with our employees, enable us to meet
our customers’ priorities.

Promoting equality and diversity
We are committed to creating a diverse
and inclusive workforce that represents the
communities we serve. As an equal opportunities
employer, we do not discriminate on the grounds
of age, disability, nationality, ethnicity, sex, race,
religious or cultural belief, sexual orientation
or gender identity. We embrace diversity of
all backgrounds, cultures and perspectives,
and offer career opportunities based solely
on each employee’s ability to undertake their
duties and responsibilities.
This is a key pillar in our People Strategy, and
we are proud of the progress we have made
to increase diversity and inclusion (D&I) this year.
Our commitment to D&I has been recognised
by our placement in the Inclusive Companies list
of Top 50 UK Employers.
We have hired an Inclusion and Engagement
Partner and worked together to complete our
first inclusion survey to benchmark us against
our peers and identify how we can improve as
part of our D&I strategy. A total of 58% of our
employees responded to the survey and we
have acted on areas for improvement identified
in the results, such as introducing mandatory
equality, diversity and inclusion training to help
colleagues understand what they can do to build
an inclusive culture. We also hosted a series of
confidential interviews to understand more about
employees’ individual experiences. Meanwhile,
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20 employees, including members of our
Executive Leadership Team, are participating
in diversity-themed mentoring schemes.
We have carried out a series of cross-company
‘sprint’ exercises and focus groups to develop
our D&I strategy and ensure this topic remains
a high priority in all initiatives within the
organisation. We also appointed a recruitment
specialist to develop an inclusive talent attraction
and retention plan. This builds on our interview
training for managers to ensure they can recruit
effectively within our competency framework
and are aware of the impact of unconscious bias.
One of our ongoing challenges is attracting
female employees to our operational and
engineering roles, in what has historically been
a male-dominated industry. Overall, only 24%
(2019: 27%) of our employees are female across
the entire company. To address this, we are
working to ensure our recruitment processes
attract all genders and are free from bias.
We marked International Women’s Day, as we do
every year, by sharing interviews about women’s
experiences of working in our industry. We also
asked colleagues to show their support and
share their own experiences and advice through
our Women’s Network.
In line with gender pay gap legislation, we
report on data relating to salary, bonus and
distribution of pay within Southern Water.
Though the Government extended the deadline
for publishing data for 2020 to October 2021, we
prepared our report for April as usual. Our report
revealed that – based on the median of all our
employees’ salaries – our gender pay gap in
2020 was -2% (2019: 2.4%) in favour of women.
We are pleased that we have reduced our pay
gap by 4.4% since last year; the national average
is close to 5%.
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0.27

reportable
injuries per
100 full-time
employees
Despite this progress in eliminating our hourly
gender pay gap, we are disappointed to observe
only a small reduction of our bonus gender pay
gap. Based on the median of bonuses awarded
to employees, our bonus gap was 35.03%
(2019: 38.9%). As bonuses are proportionate
to salary, people in higher paid roles receive
higher bonuses. In the reporting period, more
male employees held senior roles than female
employees and this contributed to the gap.
Although we have had some success attracting
more women into management roles, we have
more work to do and are keen to create an
increasingly inclusive organisation through our
ongoing D&I strategy.
Our report on gender pay is available at:
southernwater.co.uk/gender-pay-gap.

Health, safety, security and wellbeing
The health, safety, security and wellbeing
(HSSW) of our employees, supply chain and the
communities where we operate continues to be
a priority and has been central to our response
to COVID-19.
Throughout 2020–21, our performance
remained strong in relation to our peers. We
achieved 0.27 (2019: 0.32) reportable injuries per
100 full-time employees, improving on our target
of 0.29. We saw a reduction in serious accidents
and the amount of lost time. Conversely, the
number of non-lost time, low-impact accidents
has increased. These trends are broadly due to
interventions implemented in the previous year,
a better reporting culture and the fact that our
main offices were largely empty due to 1,700
employees working remotely, in line with the
Government’s guidance.
Major supply partners included in this incident
rate are: Siemens, MTS Cleansing Services,
Cappagh Browne, GSF, MGJV, Galliford Try
Southern Water Partnership, PN Daly, Trant
Engineering, 4D Woolston, Costain MWH
Delivery Partner and Clancy.

Our key focus for this year has been our
response to the pandemic. Our activities
included:
• implementing controls to ensure our
operational activities can continue in a
COVID-19 safe way by removing staff
from potential virus transmission risk and
implementing ‘hard’ controls in areas where
employees had to continue to work to ensure
provision of service

1,700

employees
worked remotely

• providing guidance and support to employees
working from home
• maintaining compliance with our policies,
despite the additional complexity of the
pandemic
• developing joint industry practice with both
our supply chain and the wider water industry,
supporting government initiatives and policy
(for example, by restricting our societal impact).
All teams, both office and field-based, have
adapted to new ways of working and all our
workplaces are now COVID-19 secure. We
continue to stringently follow the Government’s
guidance, monitor the situation and adapt our
plans accordingly.
We are now preparing to deploy the second part
of our HSSW Transformation Strategy, which
is supported by a 10-year plan that focuses
on key areas such as: removing people from
risk, improving culture, risk-based assurance,
improving insight and ‘unpacking’ our data sets.

Promoting employee wellbeing
While the impact of getting safety wrong can be
severe, we recognise health must be taken just
as seriously.
As part of our response to COVID-19, we
have provided support for employees whose
wellbeing was affected by the pandemic. We
extended dependency leave and offered selfisolation support to around 450 colleagues.
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Our business model continued
5. Delivering
value to our
stakeholders
continued

Employees continued
In addition, we reviewed our HR policies and
updated them to reflect some of the challenges
and risks of employees spending more time at
home, including supporting employees at greater
risk from domestic violence. We also launched a
HSSW newsletter with updates about wellbeingrelated developments, advice and signposts
to our Employee Assistance Programme and
other support.
Our wellbeing programme continues to be
enhanced. In December, we gave all employees
access to the digital mental health platform
Unmind. This reinforces our commitment to
the Time to Change pledge – signed by our
Chief Executive in 2017 – which aims to end
the stigma around mental health. The app
provides resources and support in areas
such as relationships, sleep, stress and more.
A ‘plus one’ feature also allows employees to
offer the app to a friend or family member.
As part of our HSSW Transformation Strategy,
we are developing a wellbeing programme
that is inclusive and based on input from
colleagues. We recognise physical and mental
health are only two aspects of wellbeing and
we are developing our programme to address
additional areas, such as financial, career and
social aspects. We are also exploring ways to
benchmark employee wellbeing so we can
evaluate our offerings in future.

Developing talent
We are committed to developing our employees.
Our emphasis in 2020–21 has been on making
sure learning can continue in a COVID-19 safe
way and giving our employees the skills they
need to navigate new ways of working.
Overall, we supported 10% of employees with
focused training through a comprehensive
range of formal learning such as apprenticeships
and qualifications, as well as offering informal
learning such as day courses and certifications
to the rest of the business.
We recognise managers play a key role in
helping us drive business performance and
improvement. At the start of the pandemic,
we ran a manager readiness survey to identify
how we could best support them and their
teams. Based on the responses, we created a
training session focused on the manager’s role
in performance management and engagement.
More than 100 managers attended the
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programme from October to December 2020
and over 80% rated it either good or excellent.
The readiness survey also identified that
managers wanted to become more confident
with virtual recruitment, on-boarding and
communication. So we provided a range of
online guides and virtual skills sessions to enable
the business to adapt to remote working.
To allow learning to continue during the
pandemic, we transitioned much of our learning
online. We introduced LinkedIn Learning for
relevant teams and gave all employees access
to this training portal’s catalogue of over 15,000
courses spanning business, creative and
technical skills. Meanwhile, our technical training
team has produced 46 eLearning modules
to date and is about to release a new suite
of Environmental Toolbox modules. We have
also switched many of our Business Essentials
courses to virtual events and introduced new
courses such as Managing Remote Teams and
Resilience training to support colleagues during
the pandemic.
We are particularly proud to have offered more
apprenticeships this year. We increased our use
of our apprenticeship levy to 81% by the end of
2020 and the number of apprenticeships across
our business has grown from 19 to 100. We have
taken on new apprentices in Commercial and
Procurement Services and created a number
of apprenticeships for existing employees
at all levels. Some of these programmes are
accredited, allowing apprentices to gain a
professional certificate following successful
completion of the programme.
We have continued the roll-out of our EU Skills
recognised Water First Operator training, which
focuses on ensuring all our water operators are
at a consistent Level 3 standard. 56 employees
from the 2019 cohorts have completed the
programme and another 15 employees started
this year.
Following the launch of our Operator/Maintainer
programme for wastewater employees last year,
completion of the eLearning is currently at 82%
after learning moved online and practical training
was paused during lockdown. Building on the
success of these two training programmes,
we are bringing first aid training in-house
and preparing to start delivering our Network
Inspector programme.
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75%+
To bring all of our learning and development
initiatives together and increase employees’
awareness of development opportunities, we
have launched a unified learning offering called
The Learning Network. Through a single online
system, employees are able to browse our entire
catalogue of learning, complete video-based
modules and book onto virtual sessions, handson training and face-to-face events.

A great place to work
While our transformation continues, engagement
from our workforce is crucial to delivering and
maintaining the necessary changes. During
2020–21, employee engagement has been a
continued area of focus as we strive to achieve
our ambition to be a great company to work for.
In early 2021, we completed wave four of our
Gallup engagement survey. We saw positive
progress against every question, our overall
satisfaction improved markedly and our
engagement ratio (actively engaged: actively
disengaged) was our best yet. Those who
joined the company in the last year reported the
highest engagement, despite joining during the
pandemic. We believe this reflects the work we
have done to support COVID-19 secure ways
of working on-site and in the field, as well as
successful remote working practices.
For the second year in a row, our scores
around business ethics showed meaningful
improvement, indicating more employees
believe we will do the right thing – a core pillar
of our transformation. Based on insights from
the survey, our line managers are working with
their teams to address areas for improvement,
with support from our team of trained
engagement coaches.
Our engagement survey is just one way in
which the views of our workforce are considered.
We encourage two-way conversations between
employees and our leadership team, as this
enables our employees’ interests to be factored
into our decision-making. To continue these
open and honest conversations while the
majority of our employees are working remotely,
we launched Company Conversations. During
these fortnightly virtual events, which are open
to all employees, members of our Executive
Leadership Team talk and answer questions on
themes voted for by employees.

To foster engagement and acknowledge the
efforts of our employees, we have also launched
STARS (‘say thanks and recognise success’).
Employees can share recognition for each
other through an online platform. The initiative
is linked to our rewards scheme, allowing
recipients to claim perks such as vouchers or
charity donations. In early 2021, we also invited
employees to nominate teams and colleagues
for our first STARS Awards. Prizes were available
in a host of categories linked to our values and
transformation. The winners were announced
at a virtual awards ceremony in April.

of our
employees are
registered on
Workplace – our
internal social
media platform

Another way we are recognising the
contributions of our people is by telling their
stories both internally and externally. During
the pandemic, we launched a series of internal
podcasts called On the Frontline which focused
on how our ways of working had changed during
the pandemic. In October, we launched Water
Stories on our website and social media to share
short testimonials from employees about how
they help to deliver water for life.
In February, our third ‘Values Week’ focused on
doing the right thing. The week highlighted some
of the ways we demonstrate this value across
our organisation. As well as sharing examples
from across our business, we asked employees
to nominate colleagues who do the right thing
for our customers, our colleagues and our
environment for a STARS Award.
We continue to use our internal social media
platform, Workplace, to give employees a
forum to share news and events throughout
the business. Over 75% of our employees have
registered and the platform is regularly used to
circulate updates and success stories, organise
polls and arrange company and social events.
We have also begun redefining and
reinvigorating our Employee Value Proposition
to challenge perceptions of what it is like to
work in our industry. This will extend beyond the
tangible elements such as benefits, development
and management style and attempt to capture
the essence of what it is like to work for us in this
key industry, focusing on our values and impacts
within the community.
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Our business model continued
5. Delivering
value to our
stakeholders
continued

Communities
As many of our employees live in
our region, we are passionate about
enriching the communities we share
with our customers.
We encourage our people to support charity
and community projects and offer every
employee two paid community volunteer
days each year. Due to the pandemic, no
face-to-face volunteer days were able to take
place during 2020–21 (2019: 2,943 hours).
However, we have continued to support our
local community partners through remote
volunteering. 47 of our employees supported
nine charities in this way, volunteering a total
of 384 hours. For example, some worked
with Sussex charity Lifelines to make weekly
telephone calls to vulnerable adults to provide
a friendly voice, listening ear and support
welfare checks. We also worked with local
schools and colleges to offer mentoring
and interviews to students looking to
improve their skills.
Our employees voted Alzheimer’s Society as
our charity partner for 2019–20. We extended
this partnership for a further six months up
to December 2020 to provide additional
fundraising support during this difficult time
when many people living with dementia were
cut off from their usual support networks and
have felt more isolated than ever. During our
18-month partnership, we raised £65,000 to
support people living with dementia and fund
research towards finding a cure. Southern
Water matched donations raised by sponsored
employee activities including a sky-dive, step
challenges and 10k runs.
As well as fundraising, we aimed to raise
our own understanding of the impact of a
dementia diagnosis on our colleagues, family
and communities and reduce the stigma for
those living with a dementia diagnosis. We
adapted the charity’s Dementia Friends training
workshops to be delivered online during the
pandemic. Through Alzheimer’s Society’s
befriender programme, our employees also
worked as Companion Callers to someone with
dementia or a carer during lockdown.
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We continued to support WaterAid as part
of our five-year partnership. In 2020–21, we
raised £92,374 to fund projects in some of
the world’s poorest communities.
Providing the maximum assistance to our
vulnerable customers has been a priority
during the pandemic. We have sought ways
to support those who have been affected
by the situation through our charity and
community activity.
Our Affordability Team donated £20,000 to
The Trussell Trust Food Bank. In December,
our company e-card featured artwork by the
children from Pan Together, an Isle of Wight
charity which has provided hot meals for young
people affected by the pandemic. We donated
£1,000 for the festive artwork. We also gave
items to Brighton-based charity CHOMP, which
provides hot meals for children of low-income
families during school holidays. We donated
activity books, games and colouring pencils
for 60 hampers a week.
We also brought forward part of our
regular programme of regional community
funding support and supported the regional
foundations with £50,000 in donations to
support their work to ensure funding makes
the most impact in boosting local resilience.
Following a callout from the Sussex Local
Resilience Forum (LRF), we also donated
wipe-clean tables, coat racks and barriers,
along with a fridge, to the coronavirus
vaccination site at Brighton Racecourse.
We received a Bronze Award from the
Charities Aid Foundation in recognition
of the percentage of employees donating
through our payroll giving scheme. In 2020,
our employees donated £8,000 direct to
44 different charities, schools and community
groups through the scheme.
Overall, we donated and fundraised a total
of £173,408 during 2020–21.
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Working with our communities
Due to social distancing guidance during the
pandemic, our planned calendar of community
events was cancelled abruptly in March
2020 and has been unable to resume during
2020–21. Where possible, we have honoured
our financial commitment to these events or
helped to facilitate online alternatives, such as
Brighton Festival Children’s Parade, for which
we were the main sponsor.
Our work with communities includes helping
people to use water wisely, keep their drains
clear to prevent blockages and pollutions,
and, where possible, save money on their bills.
As we were unable to meet our communities face
to face, we collated community care packs for
our most vulnerable customers. These contained
information about our affordability schemes and
Priority Services Register, along with giveaways
to help customers save money by saving
water, such as LeakyLoo strips to detect faulty
toilets, and items to prevent blockages, such as
GunkPots to collect used fat, oil and grease. We
also included stickers and quiz books for children.

Although we usually share water-saving and
blockage prevention messages via Waterwise
and Sewerwise talks for schools and groups,
no talks took place this year (2019–20: 51).
However, in collaboration with Thames Water,
South East Water and Affinity Water, we
delivered a fun and interactive online event
called the Big Virtual Water Quiz. As well as
encouraging children to value water, the quiz
provided an engaging home-schooling tool
for seven to 11 year olds and their families
during lockdown. The live event had 940
viewers and the video has been watched
over 11,000 times since 15 July.

viewers joined
us live when
we co-hosted
the Big Virtual
Water Quiz

Our employees have also helped young people
prepare for the world of work by conducting
mock interviews through EBP South and
Basingstoke Consortium. This gave young
people an opportunity to practise interacting
with professionals remotely, which has become
a key part of working life during the pandemic.
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Our business model continued
5. Delivering
value to our
stakeholders

Suppliers

continued

Working collaboratively with our
partners is key to the success of our
business. From customer support to
major construction programmes, our
partners are integral to the delivery
of our water and wastewater
services. We therefore have an
ambition to become the ‘Customer
of Choice’ for our supply chain.
In response to the ongoing impact of COVID-19,
we have worked closely with our critical supply
chain partners to safeguard our essential
services to customers and protect the health
of our employees, customers and partners.
We also collaborated with our supply chain to
ensure readiness for the UK’s transition out of
the EU. As part of these activities we have:
• Extended the scope of supplier assessment
– we increased the depth and breadth of
our assessment to include a review of each
supplier’s business continuity plans and
responses to government measures. We
have evaluated over 200 Tier 1 and Tier 2
suppliers in this way.

Outside of our work to mitigate the impacts
of COVID-19 and Brexit, we continue to work
with our supply chain to foster greater levels of
collaboration and consistency as we recognise
a common approach to service across our
internal and external customer interactions
will be essential to upholding high levels of
satisfaction, which will impact our C-MeX and
D-MeX scores.
Building upon the success of last year’s
supplier engagement event, we hosted a
virtual event, which was attended by partners
and internal employees and reiterated the
importance of collaboration and efficiency.
As part of our commitment to engage with
our supply chain more proactively, we plan to
develop our online supplier portal further over
the next year.
We are revising our Supplier Code of Conduct
which outlines how we expect our suppliers
to behave, mirroring our values. This helps us
achieve consistent service across our activities
and those of our supply chain.

• Digitalised and formalised risk assessment
– we built a flexible Supplier Analyser Tool
to measure and track risks across multiple
dimensions and measure risk for different
scenarios. We have also created an issue
prioritisation tool to triage commercial issues.
• Developed means for proactive
communications at scale and pace – we
established an online portal for our suppliers
to explain key changes to our working
practices in accordance with national
medical and scientific advice. We also set
up an internal Contract Manager Helpdesk
to facilitate inter-department collaboration
while working remotely.
• Extended and enhanced existing forums
with suppliers – we enhanced forums across
our critical partners to provide leadership
to the supply chain, drive collaboration and
improve relationships with key supply chain
partners to develop future resilience.
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Sustainability
We are committed to providing water for life
to make a positive impact for the good of our
customers and communities
Overview
Our purpose is to provide water for life and this is a responsibility we take very seriously. We know that the resilience of our
business is directly linked to the economy of our region, the communities we serve and our environment. Together, we are facing
real challenges with regards to the impacts of climate change and population growth so to ensure that we can create a resilient
water future for our customers in the South East, we must go beyond regulatory compliance and manage our business in a
sustainable way.

What we've done

What we're doing

In order to operate more sustainably, we need
our business to run efficiently. Our transformation
programme, which began in 2017 has focused
on improving people, processes and systems, in
support of our Water for Life Business Plan 2020–
25 stakeholder priorities. Since 2017 we have:

We have now entered the final phase of our
transformation programme, which will see
the strategic projects put in place drive £150
million of efficiency improvements to 2025.
We have already:

• Continued to help customers to reduce their
water consumption, with individual daily use
getting as low as 126.5 litres by March 2020.
• Invested £437 million in our sewer network
since 2015 to maintain and enhance ageing
infrastructure.
• Increased the number of bathing waters at
excellent status to 62 as part of our regional
Bathing Water Enhancement Programme.
• Continued to embed our values, Code of Ethics
and Ethical Decision-Making Framework. This
and modern compliance frameworks, alongside
our vision and purpose, help our leadership
team, employees and partners make better
decisions every day.
• Made significant investments to improve
our wastewater treatment and water quality
compliance.
• Published our Pollution Incident Reduction Plan
(PIRP), which set an ambitious target to reduce
pollution incidents to zero by 2040 and includes
£8.2m investment to 2025. It has already
delivered a reduction of around 400 category
1-3 incidents in 2020.
• Signed up and put detailed plans in place to
deliver against a number of water industry Public
Interest Commitments, based on stakeholder
feedback, to: keep bills affordable; achieve 100%
commitment to the Social Mobility Pledge; triple
the rate of leakage reduction; achieve net zero
by 2030; and reduce the amount of plastic bottle
ending up as waste by 2030.

• Launched £1.1 billion in sustainable bonds
to support the financing of investments and
activities that deliver sustainable outcomes.
This is the largest-ever sustainable deal for
a UK utility company.

£150m

efficiencies
delivered
by strategic
projects to 2025

• Defined our plans to achieve our carbon
reduction ambitions (net zero by 2030) following
a company-wide analysis of options and costs.
• Expanded our Catchment First programme,
investigating potential pollutants and sustainable
abstraction methods that could compromise our
drinking water supplies and the environment,
working in partnership with farmers and
landowners.
• Reinvigorated Target 100 water efficiency
programme, which aims to support and
incentivise customers to reduce their personal
use to 100 litres a day by 2040. Levers include:
behaviour change campaigns; home visits to
install water efficient products; engagement with
developers to improve the water efficiency of
new homes; and smart metering.
• Launched our first Water for Life Hampshire
consultation on our plans to explore new
sustainable treatment techniques and create a
new network of water mains across the region.
The programme will be delivered through
a combination of infrastructure investment,
nature-based solutions, land management and
customer behaviour.

	Read more
about our
Pollution Incident
Reduction Plan
on page 23
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	Read more about
our Learning
Network on
pages 56 to 59

• Signed an 80-year bulk supply agreement with
Portsmouth Water, under which it will supply us
with 21 million litres of water a day. Together,
we are developing Havant Thicket Reservoir in
Portsmouth Water’s supply area.
• Recycled 100% of the bio-solid waste from our
wastewater treatment works during the year,
with none of it going to landfill. We continue to
explore new ways to extract value from these
resources.
• Launched our Learning Network, offering
training, coaching and mentoring support to our
colleagues and communities.
• Joined the Inclusive Companies list of Top 50
UK Employers.

Where we want to go
Our transformation programme has provided
us with an efficient baseline to start allowing for
outperformance in the next five-year period to
2030. By 2030 we are aiming to have:
• Achieved significant reductions in our carbon
emissions, in line with our peers, reaching our
net zero targets.
• Simplified our business strategy, with a focus
on annual planning reviews, continuous
improvement and our long-term vision.
• Developed our existing stakeholder
engagement approach, focusing on regional
and local partnerships.
• Connected our customers to the value of
water through expansion of our smart metering
programme and a focus on behaviour change
communications, moving closer to achieving
Target 100 – with customers using 100 litres
of water per person per day by 2040.
• Driven down the number of pollutions caused
by our operations, moving closer to our target
of zero pollutions by 2040.

Focusing on what matters
to our stakeholders
Our approach
Understanding what matters most to our
stakeholders is vital and we consider their
priorities alongside our own assessment of what
has impact on the company and its ability to
create value. The output of this assessment
can be seen in our current materiality
assessment opposite.
Having visibility of these issues helps us
understand key stakeholders’ priorities so we
can consider their interests in strategic decisionmaking, in turn helping us create long-term value.

Determining and prioritising key issues
To define the overall strategic relevance of
each issue to Southern Water, we considered
its effect on our ability to create value, internally
(for the company, our investors and employees)
or externally (for customers, communities, our
suppliers and the environment). This value could
be financial or non-financial.

Stakeholder engagement
Our assessment of the level of interest to
stakeholders is based on views obtained
from our stakeholders through continuous
engagement. This includes the insight
gathered as part of the consultation process
for the regulatory price review in 2019.

Key issues and their importance
To compile our first materiality assessment,
we consolidated feedback from our various
stakeholder groups, as detailed on pages 46 to
50, which resulted in 21 key issues impacted by
internal or external factors or sometimes both.
These issues have been plotted on the next page,
from low to high in terms of level of interest to
stakeholders and how much each issue affects
our ability to create value.

• Taken action to address the most harmful of
our sewer overflows, building on our monitoring
programme, and our Beachbuoy service;
working with our regional partners to maintain
more excellent bathing waters in the South East.
• Embedded six capitals thinking into our decision
making processes to ensure we are adding
value to our many and varied stakeholders.

64

Southern Water Annual Report and Financial Statements for the year ended 31 March 2021

STRATEGIC REPORT

High

Southern Water's materiality assessment
1

3

2
7
6

4
8

Key issues
Economic dimension
2 Resilience
3 South East economy
10 Responsible supply chain

5
9

14 Land management and access

Environmental dimension
2 Resilience

5 Leakage and water efficiency

Interest to stakeholders

9 Environmental impacts
10 Responsible supply chain
15 Climate Change

Social dimension

10
14

15

13

21 16

11
12

4 Customer service and operational performance
6 Affordability and vulnerability

13 Health, safety, security and wellbeing
16 Community investment
17 Diversity and inclusion

19
18

18 Social mobility

17

19 Fair and equal pay
20 Improved meter, property and customer data

Governance dimension

1 Trust, transparency and legitimacy

20

7 Political and regulatory environment
8 Environmental, Social and Governance (ESG)

Low

credentials

11 Stability and predictability

Low

High

Value delivered as a water company

12 Data protection
21 Human Rights
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Sustainability continued
s172(1) Statement

In order to make effective decisions, the Board
needs to take into account the interests of our
stakeholders, our impact on the environment
and on the communities we serve
Our approach

When making key decisions and considering key areas, the Board takes into account not only the factors listed in section 172(1) of the
Companies Act 2006, but also the company’s strategy, purpose, values and risk. Our five-year business plan 2020–25 was built on
the basis of extensive customer and stakeholder engagement ensuring our Board is focused on what matters most to them.

Board Information

Strategic considerations

Board decision-making

Keeping the
board informed

s172 and the
company's strategy

Outcomes of
considering s172

• Leadership and management
receive training on directors’
duties to ensure awareness of
the Board’s responsibilities

• s172 factors considered in the
Board’s discussions on strategy

• Outcomes of decisions assessed
and further engagement and
dialogue

• Board papers include reference
to relevant s172 factors and
information relating to them
• Our Board continually engages
with stakeholders

• Impact on and interests of
stakeholders considered in
terms of the company’s strategy
• Chairman ensures decisionmaking is sufficiently informed
by s172 factors

• Actions taken as a result of
Board engagement
• Action aligns with our culture

How the Board is kept informed of stakeholders’ interests
Employees
• ‘Workforce engagement’ director
• Employee Panel
• Regular reports on employee health
and safety and wellbeing

Customers
• Reports from Customer Action
Groups
• Regular reporting on customer
metrics and performance

Suppliers
• Regular reports on supplier
performance and matters, including
health and safety performance

• Employee engagement results
• Culture plan and dashboard

Communities
• Reports of participation in local
community groups
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The Environment
• Reports from management
covering: Strategic Environment
Panel, environmental stakeholders;
appointment of Director of
Environment and Corporate Affairs;
and dedicated internal Catchment
Risk Management team

Regulators
• Regular meetings between
Chairman and CEO and the senior
leadership of our regulators
• Reports from management
• Regulator annual reports and
key correspondence
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Ensuring effective stakeholder
engagement
At the core of the directors’ duty under section
172 is the need to take into account the interests
of the company’s key stakeholders as well
as the need to take into account the impact
on the environment and the outcomes over
the long term. The company and its Board
engage with a variety of stakeholders through a
number of mechanisms, including membership
of stakeholder panels, regular meetings with
stakeholders, ‘town hall’-style events (albeit held
remotely in view of COVID-19) as well as simply
speaking to people.
Delivery for our customers is one of our key
priorities. The Board receives regular reports from
management regarding customer performance
and attitudes. The introduction of performance
metrics that take into account the wider customer
experience has also led to increased need for
awareness of customer views.
Throughout the COVID-19 pandemic, the Board
has paid particular attention to the needs of our
customers, who may face significant challenges
as a result of the change in circumstances,
whether these be financial or physical or mental
health-related, and has been supported in this
through regular updates from our Affordability
and Vulnerability team which has been working
directly with third-party support organisations in
the community. The presence of Dame Gillian
Guy on the Board, the former Chief Executive of
Citizens Advice, has further improved awareness
of the needs and concerns of customers.

Our Board receive regular updates on
environmental matters, including legislative
changes, key areas of concern such as climate
change, biodiversity and water resources.
The company appointed a Director of Environment
and Corporate Affairs during the year to ensure
that increasing focus is given to this important
area and its challenges.
In 2020, one of the independent non-executive
directors, Kevin McCullough, was given the remit
of engaging with the company’s workforce and
ensuring that their views are communicated to the
Board. In addition, the CEO has held fortnightly
‘Company Conversations’ with the company’s
workforce to explain what is happening at
Southern Water and to answer questions on a
variety of topics.

 ead more about
R
our COVID-19
response on
page 15
 ead more
R
about our
environmental
disclosures on
pages 70 to 71
 ead more
R
about employee
engagement on
pages 56 to 59

These ‘in-person’ forms of engagement are
supported by regular Gallup all-employee surveys.
A key focus for the Board this year has been on
employee wellbeing owing to the significantly
changed working conditions due to COVID-19.
The CEO, Ian McAulay, is a member of the Greater
Brighton Infrastructure Panel, which focuses on
the capital infrastructure in the sub-region.
Our senior executives and Chairman hold regular
meetings with senior representatives of our key
regulators – Ofwat, the EA and the DWI – in order
to discuss our performance and compliance with
our statutory obligations as well as to communicate
our vision for the future of Southern Water.
The Chairman, CEO and CFO are regular
attendees at meetings of our parent company,
Greensands Holdings Limited, where they provide
updates on company performance.
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Sustainability continued
s172(1) Statement
continued

Overview
Section 172(1) of the Companies Act 2006
sets out several factors which the Board
is expected to take into account in its
activities and decisions.

Section 172 considerations key:
 ikely consequences of decisions
L
in the long term
 ead more about our long-term
R
ambitions on pages 54 to 55
The interests of the company’s
workforce
 ead more about our employees
R
on pages 56 to 59
The need to foster relationships with
suppliers, customers and others
 ead more about suppliers
R
on page 62
Impact of operations on the
community and environment
 ead more about operational
R
performance on pages 74 to 99
 aintaining high standards of
M
business conduct
 ead more about how we measure
R
our culture on pages 168 to 175
The need to act fairly between
members of the company
 ead more about capital structure
R
on pages 112 to 117

COVID-19
Link to Section 172 considerations

Customers
Ensure that all of our customers,
and in particular those in vulnerable
circumstances, have access to our services
even under challenging conditions.

Workforce
Ensure that our employees have a safe
work environment and the impact of
the substantially-altered working and
home environment of our workforce on
employees’ wellbeing is monitored.

Outcomes and actions:
Implementation and continued monitoring
of the company’s Business Continuity Plan.
Simplification of our processes for
customers who need help with their bills.
Offering additional payment breaks and
delaying debt recovery where appropriate.
Taking proactive steps to ensure that
sufficient tankering capacity was available
for the summer to ensure a continued
supply of water throughout a period of
sustained increase in demand.
Monitoring of our culture change and
culture dashboard.
Launch of a new employee recognition
scheme – Southern Water STARS.
Monitoring of employee physical and
mental health through employee surveys.
Regular engagement with employees by a
designated non-executive director.
Weekly ‘Company Conversations’ with CEO.
Link to risks: Customers; Health, Safety,
Security and Wellbeing; Finance; COVID-19
Link to strategy: Deliver great service and
Use water wisely
 ead more about our COVID-19
R
response on page 15
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Delivering our business plan

Our environmental ambitions

Link to Section 172 considerations

Link to Section 172 considerations

Long-term impact

Long-term impact

Invest for the long-term to ensure continued
supply of essential services.

Invest in environmental improvements
to create a resilient water future for our
customers in the South East.

Ensure that the company remains financially
and operationally resilient.

Community and the environment
The need to address climate change and
population growth in the South East.

Customers and suppliers
The need to ensure that our teams and
contractors continue to deliver essential
services for our customers.

Outcomes and actions:
Throughout the year, the company has
sought to refine and improve plans to
ensure that it can deliver its obligations
under the Final Determination from Ofwat,
while remaining financially resilient.
In March 2021, the company updated its
Execution Plan to deliver its obligations
over the 2020–25 period. This includes
significant investment in proactive
maintenance as well as transformational
programmes to improve efficiency.
In May 2020, the company raised £825m
via a ‘green’ bond to support its investment
in the environment.
In February 2021, we signed a bulk supply
agreement with Portsmouth Water and
joint development of the Havant Thicket
Reservoir to improve the resilience of
supply and reduce reliance on abstraction
from rivers.
Link to risks: Water; Wastewater; Finance;
Resources; Climate Change; Delivery of
Capital Investment
Link to strategy: Deliver great service;
Use water wisely; Protect and improve the
environment; Fit for the future

Take steps to mitigate and adapt climate
change.

Community and the environment
The need to maintain and improve water
quality in rivers and beaches so that they
can continue to be enjoyed.

Outcomes and actions:
Publication of the company’s Pollution
Incident Reduction Plan in September
2020 with a focus on proactive investment
in capital maintenance, digitisation and
improvements in incident response to
deliver zero pollution incidents by 2040.
Commitment to net zero by 2030, including
plans to increase the proportion of
renewable energy we use to 24% by 2025.
Investment in targeted projects to deliver
additional benefits such as increased
carbon storage, improved water quality,
reduced flood risk and increased health and
wellbeing in partnership with bodies such
as the Wildlife Trusts and the Rivers Trusts.
Working collaboratively across sectors to
address concerns around storm overflows
and chalk streams.
Link to risks: Delivery of Capital investment;
Resources; Regulatory and Corporate
Affairs; Transformation
Link to strategy: Use water wisely;
Protect and improve the environment;
Fit for the future
 ead more about our environmental
R
ambitions on page 17

 ead more about our operational
R
performance on pages 74 to 99
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72%

of the energy we
consume is in
our wastewater
treatment
processes

Environmental disclosures
Overview
Energy: In 2020–21 Southern Water consumed
548,583 MWh of energy for Water and Wastewater
operational purposes. Wastewater is the largest
consumer of energy, accounting for 72% of
consumption. Most of this energy will be used
to power our pumps and blowers.
We also generated 73,656 MWh of energy in
Wastewater via our CHP engines, which offsets
24% of our wastewater consumption and prevents
the need for this energy to be imported. Water
supply accounts for the remainder of the energy
needed to power our operations, with solar
generation totalling 2,916 MWh, helping to ease
the need for imported energy at our supply works.
We aim to generate 24% of our electricity from
renewable sources by 2025.
Carbon emissions: Our 2020–21 emissions were
significantly lower than 2019–20. In 2020–21 we
can report that our emissions are 91 kilotonnes
of CO2e, compared with 144 kilotonnes CO2e in
2019–20. This reduction is due to the renewable
backed power that we purchased from our suppliers.
Going forward we have contracted our suppliers
to provide 100% renewable backed power, and
our market based emissions will reduce further in
2022–23. This is part of our broad strategy to reach
net zero operational emissions by 2030.
Compliance: We are investing £234 million in
transformation programmes and investment at
specific sites that will secure improved wastewater
compliance – we have called it our ‘Go to Green’
process. This will help us in our efforts to achieve
100% compliance for all our wastewater sites and
prevent further deterioration in our performance
baseline. The Go to Green process was mobilised
in September 2020 to improve our ways of
working, focusing more on pollutions and treatment
compliance, in turn, improving our environmental
and Operational Delivery Incentive (ODI)
performance. As part of this initiative, we have:
• Embedded weekly meetings, with a focus on
fast mitigation on our risk sites
• Drawn up tactical improvement plans for regionwide improvements, particularly where there are
multiple parties involved
• Created stronger links into our normal risk and
planning process.
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As we rebuild trust and can evidence that
compliance is just part of the way we work, we
can focus more attention on our environmental
performance improvement programmes.
Water quality: The water reaching customers’
taps continues to meet the Drinking Water
Inspectorate’s (DWI) stringent water quality tests,
with 99.97% of samples meeting all the necessary
standards. Our target was to achieve 100%
compliance.
We monitor water quality at treatment works,
treated water storage facilities and customers’ taps.
The Compliance Risk Index (CRI) was introduced
by the DWI to apply from 2020 onwards. Both the
CRI and the ERI (Event Risk Index) are weighted by
population to better highlight risks to customers
from treated water that fails to comply with the
required standards. Our expected year-end
CRI score of 4.53 is better than in 2019, but we
know we still have work to do to improve our
performance in this area. 78% of the 2020 CRI
score was due to failures at works (eight coliforms
and one turbidity). Improvements to our water
supply works are being carried out as part of
the HazRev programme. Two coliform failures
at Otterbourne works accounted for 50% of the
CRI score. Improvements to the disinfection
at Otterbourne are currently being carried out
including a new contact tank and the addition
of a UV disinfection step.
Pollution: In September 2020 we published our
Pollution Incident Reduction Plan (PIRP), which
includes a detailed programme of activities to
deliver a step-change in how we work, prioritise
and remedy issues on our sites. The PIRP forms
part of a wider initiative called Environment+,
which is focused on harnessing our people,
processes and systems to deliver a resilient
water future for Southern Water’s customers,
by protecting our natural environment as well
as our customers’ properties.
Our total number of pollution incidents for the year
reached 400 incidents, which is unacceptable.
Our target is 24.51 incidents per 1,000 km of
sewer which translates into 98 actual incidents.
We received the maximum penalty of £7.7 million.
Our aim is to reduce pollution incidents to less than
80 by 2025, aiming for zero pollution by 2040. Read
more at southernwater.co.uk/our-performance/
reports/pollution-reduction-programme.
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Reducing our use of plastics: Reducing single-use
plastics is a priority, which is why we were one of the
first water companies in the UK to publish a formal
policy on managing plastic waste. We are working
with colleagues, our supply chain and our peers to
reduce our reliance on plastic in our offices and our
operations. We have carried out an audit of our use
of plastics and are working with our supply chain to
encourage them to reduce plastic waste too.

Natural capital: We have included commitments to
adopt a natural capital approach in our Water for Life
Business Plan 2020–25. We have a commitment
to establish natural capital accounts alongside our
traditional financial accounts in 2022–23, to enable
us to measure and monitor a wider breadth of ‘value
added’ as a result of investment and activity.

We are also still supporting the national Refill
water bottle filling campaign started by City to Sea
and we are sponsoring their plastic-free Rethink
Periods programme, which aims to reach 500
schools across our region over the next two years.

• building capacity and expertise

Although we are not the source of plastics in the
marine environment, we recognise that water
companies are a link in the chain and have an
opportunity to intervene. We are proud to be playing
an active role in better understanding the challenge
posed by plastics and to be helping our customers
and communities protect the environment.
Conservation and biodiversity: It is important to
us to enhance the health and wellbeing of our
environment, protecting and improving it where
we can. During 2020–21 our Environmental
Compliance team has introduced a number of new
conservation and biodiversity initiatives, which
include working with our new facilities service
provider engie to implement ‘no mow zones’ on our
sites, allowing wildflowers to grow and encourage
biodiversity. The team has also created beforeand-after surveys so we can better monitor the
types of habitat we are providing and see how
they have improved. This work has uncovered
a number of activities on our sites across Kent,
Sussex, Hampshire and the Isle of Wight, where our
operational teams have built bug hotels, kestrel and
owl nesting boxes and bee boxes on sites. While
those more green-fingered teams have created
space for species of protected orchids and installed
planters full of pollinating plants. We continued to
encourage our teams to explore these opportunities
to enhance the biodiversity on our sites.

	Read more
about our other
five capitals on
pages 44 to 45

Our plans include:

• applying approaches to strategic programmes
such as WRMP, DWMP and Water for Life
Hampshire
• embedding in business process, including our
Risk and Value processes
• planning for the next five-year regulatory period
• understanding the value and potential of our
own estate.
The Sussex Kelp Forest is an example of a project
we are already involved with. This innovative
approach will restore marine and coastal natural
capital assets. The project is looking to stop
damaging fishing practices to enable a historic
area of kelp to regenerate off the Sussex coast
and to create a financial model for attracting
investment in natural capital. A partnership
is forming and we want to be facilitators and
enablers to explore its value in terms of natural
water quality improvements and a significant
‘blue’ carbon offsetting opportunity.

Picture courtesy of Dan Smale,
Sussex Wildlife Trust
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100%

green energy
purchased from
the national grid

Our net zero plan and climate
adaptation
In 2019 the UK water industry joined forces to
commit to reaching net zero carbon by 2030
for emissions arising from its operations, joining
the United Nation’s Race to Zero. This target
brings the industry in line with the terms of the
Paris Agreement, and comprises emissions
associated with heat and power, transport and
the treatment of water, wastewater and sludge.
We have developed our own plan to reach
net zero by 2030 and beyond, which will
be published this month (July 2021). In the
short term, we will continue to drive energy
efficiency and focus on water demand
management while we install more renewable
power sources. We have also purchased 100%
‘green’ power from the national grid, and very
soon we will begin the update of our fleet,
introducing electric vehicles as the technology
in this area develops.
At the same time, we will support the sector’s
efforts to better measure and manage the
emissions arising from the treatment of
wastewater and sludge. Termed process
emissions, these comprise methane and nitrous
oxide, which are 25 and 200 times more
potent than carbon dioxide, respectively. At the
moment these gases are difficult to abate so
more work is needed here to find sustainable
management solutions.
Longer term we will develop plans to optimise
the power of human waste by enhancing our
technology to generate green gas (biogas)
from wastewater to replace fossil fuels. We will
also work with our stakeholders to develop
local nature-based solutions to absorb carbon
where we are able to.

Climate adaptation
Due to a rise in global temperatures, we have
forecast warmer wetter winters and hotter drier
summers in the South East. This, of course, has
major implications for us in terms of the provision
of public water supplies to a growing population
and the likelihood of increased flooding of our
sites and networks from rising sea levels and
intense rainfall.
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The impact of climate change is considered
in all our long-term infrastructure plans. For
example, our Water Resources Management
Plan models the impact of a rise in global
temperatures, while our Drainage and
Wastewater Management Plans assess
climate impact.
This year we are preparing an updated risk
assessment for Defra to demonstrate our
approach to climate adaptation. This plan will
take the latest climate forecasts from the Met
Office and update our assessment of short,
medium and long-term risk for a two degree
and four degree rise in global temperatures.
We will invite comments from our stakeholders
prior to final publication later this year.

Our sustainable bonds
Overview
In May 2020 Southern Water secured £825
million in sustainable bonds to support the
financing of investments and activities that
deliver sustainable outcomes. This is the
largest ever sustainable deal for a UK utility
company. A further £300 million bond was
secured in March 2021 under the same
sustainable financing framework.
Our sustainable framework was put in place
in January 2020 in order to attract a wider
investor base and socially conscious investors.
The framework allows us to issue Green Bonds
or Social Bonds or both, which are collectively
known as sustainable bonds. A sustainable
bond is broader than a Green Bond adding in
Social categories such as access to affordable
basic infrastructure and essential services
(water and wastewater) and also includes
areas such as support for our vulnerable
customers and social tariffs.

Why have we put this framework in place?
We wanted to demonstrate to investors
our environmental, social and governance
(ESG) agenda by attaching it to our debt
financing. This in turn supports our wider ESG
framework that is continually being developed
to demonstrate a holistic approach to our
strategy alongside the requirements of the
regulatory regime.
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The general direction of travel in the water
industry suggests that this type of sustainable
finance in the form of bonds and other
sustainability linked products will become
the norm in the future.

• The remaining £475 million of the May 2020
bonds, and all £350 million of the March
2021 bonds, will be used to support the
funding of projects within the current fiveyear AMP period to 2025.

It is certainly our intention to progress further
down this path where market conditions allow,
and our framework will naturally evolve as our
ESG strategy does.

• All bonds are allocated to capital projects.

As part of our reporting requirements under
the framework, and in order to demonstrate
to investors the impact that our investments
have made, we will be issuing our inaugural
allocation and impact report later in the year.

Key facts:
• £350 million of the £825 million May
2020 bonds was used for the refinancing
of 15 projects within the 2015–20 asset
management period (AMP).

	Read more about
our long-term
ambitions on
pages 54 to 55

• All projects meet the strict eligibility
criteria under the ICMA Green and Social
Bond Principles.
• Our Sustainable Framework and the
underlying eligible projects have been
assessed by a third party, namely assurance
experts DNV GL.
• The bonds give a return to investors of
2.375 and 3.000% for the May 2020 bonds
(£375 million and £450 million respectively),
and 1.625% for the March 2021 bonds.
• All the sustainable bonds are public
issuances and have tenures ranging
between six years to 17 years.
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Our operational performance
Our Water for Life Business Plan 2020–25 is broad and ambitious and includes 47
clear customer commitments. We are now at the start of a £3.7 billion investment to
ensure we supply water and wastewater services responsibly and sustainably, while
protecting the environment.

Our purpose is to provide
water for life to:

Deliver great service
• DWI Compliance Risk Index (CRI) – Aim for a score of zero on this new
measure of drinking water compliance risk.

enhance
health and
wellbeing

• Drinking water appearance, taste and odour – Continue to reduce the
number of customers needing to contact us about their water quality,
be that appearance or taste and odour.
• Replace lead customer pipes – Provide customers in affected areas with
grants towards the cost of replacing lead plumbing, reducing the risk from
lead in drinking water.
• Water supply interruption – Continue to reduce the average time customers
are without water with a reduction of 23% between 2020–21 and 2024–25.
• C-MeX – Improve both the overall customer experience and our handling
of customer contacts.

protect and
improve the
environment

• Void properties and gap sites – Reduce by more than 10% the number of
unbilled, occupied households, reducing the burden of debt on our bill paying
customers, as well as identifying any properties missing from our billing system.
• Internal sewer flooding – A 20% reduction in the number of internal sewer
flooding incidents affecting customers’ homes between 2020 and 2025.
• External sewer flooding – A 20% reduction in sewer flooding affecting
outside areas between 2020 and 2025.
• Customer satisfaction with vulnerability support – Satisfaction with the
tailored support offered to customers in vulnerable circumstances, with the
aim of a 90% satisfaction rate by 2025.
• Effectiveness of financial assistance – Aiming for 90% effectiveness of our
financial assistance for customers, making their bills more affordable and
helping them pay their bills.

sustain the
economy

• Priority services for customers in vulnerable circumstances – Increase the number
of customers in vulnerable circumstances on our Priority Services Register.
• Value for money – Increasing, to 75% by 2025, the proportion of customers
who believe we deliver services that represent value for money.
• Properties at risk of receiving low pressure – A 25% reduction in the number
of households suffering from persistent water pressure problems, reducing
the number to just 182 by 2025.

Underpinned by our values
Our values form the foundation of
our Code of Ethics and influence our
decision-making.
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together
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Use water wisely
Leakage – Reduce leakage by 15% over the five years from 2020 to 2025.
• Per capita consumption – Reduce personal water consumption by 7%, to 122.7 litres per person,
per day by 2025.
• Target 100 – Reduce personal water consumption to 100 litres per person, per day by 2040,
with 55% of households meeting this target by 2025.
• Water saved from water efficiency visits – Reduce household water use by increasing the
number of free water efficiency visits conducted in customers’ homes, saving 2,500 cubic
metres a day by 2025.
• Access to daily water consumption data – Provide customers with easy access to data about
how much water they use, helping them to make informed choices and reduce their bills.

Key performance
indicators
The key
measurements and
targets behind each
of the Operational
Delivery Incentives
and Performance
Commitments will
be discussed in the
relevant operational
performance section.
 ead more on
R
pages 80 to 99

Protect and improve the environment
• Pollution incidents – Reduce pollution incidents to less than 80 by 2025, aiming for zero
pollution by 2040.
• Thanet sewers – Deliver the third phase of our groundwater protection sewer scheme for Thanet.
• Delivery of Water Industry National Environment Programme (WINEP) of requirements –
Deliver more than £500 million of investment to improve the natural environment and ensure
that water can be taken from groundwater sources, rivers and reservoirs without any negative
impact via investigations and schemes within WINEP.
• River water quality – WINEP programmes to improve the health of 182 kilometres of rivers in
our region.
• Maintain bathing waters at ‘Excellent’ – Maintain the current ‘Excellent’ water quality status at
57 beaches designated for swimming in our region, supporting the continued development of
the leisure and tourism industries.
• Improve the number of bathing waters to at least ‘Good’ and improve the bathing waters at
‘Excellent’ quality – Improve bathing water quality, at five sites to 'Good' and at two sites to
'Excellent' water quality status by 2024.
• Treatment works compliance – Maintain and improve our wastewater treatment works,
aiming for 100% compliance with Environment Agency standards.
• Combined Sewer Overflows (CSO) monitoring – Ensure we have effective and functioning monitoring
equipment in place at all of our CSOs, helping to reduce sewer flooding and pollution incidents.
• Distribution input – Effective management of our water resources, in turn reducing the need
to take water from the environment.
• Abstraction incentive mechanism – Reduce, by 15 Ml/d, the amount of water we take from the
River Itchen at Otterbourne and Twyford in September when river flows or levels are low.
• Effluent re-use – Develop effluent re-use solutions, reducing the demand for potable water and,
in the long term, improving the resilience of drinking water supplies.
• Renewable generation – Generate 24% of our electricity from renewable sources by 2025.
• Natural capital – Better understand the current condition of the environment that we own,
or can influence, and the impact of our work, producing natural capital accounts for three
catchments by 2025.
• Satisfactory bioresources recycling – Ensure correct use and disposal of sludge created from
the wastewater treatment process, ensuring that 100% of biosolids we recycle to agricultural
land are compliant with guidelines.
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Our operational performance continued
	Read more about
how we are
getting Fit for
the Future on
pages 96 to 99

Fit for the future
Mains repairs and unplanned outage – Maintain and improve the health of our water treatment
sites and network, reducing the number of mains bursts by 30% over five years and the
proportion of treatment capacity out of service to 3.25%.
• Risk of sewer flooding in a storm – Improve our understanding of flood risk and ensure the
proportion of customers at risk of flooding in a severe storm does not increase.
• Sewer collapses – Maintain and improve the health of our wastewater network, reducing the
number of asset failures.
• Water supply resilience – Through our Network 2030 initiative, reduce the risk of customers
experiencing loss of supply for more than 48 hours in the Thanet, Brighton and Isle of Wight
water supply zones.

Underpinned
by our values
Our values form
the foundation
of our Code
of Ethics and
influence our
decision-making.
Succeeding
together

Doing the
right thing

Always
improving
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• Long-term supply and demand schemes – Ensure future customers have access to sufficient
water supplies, by making progress toward delivering an additional 182.5 Ml/d of new water
resource capacity.
• Risk of severe restrictions in a drought – Maintain our performance of no customers being
at risk of severe water restrictions in a drought.
• Impounding reservoirs – Deliver our agreed reservoir safety schemes, reducing the risk
of failures.
• D-MeX – Improve the experience we provide to developers (new connections) customers,
including property developers, self-lay providers and those with new appointments and
variations (NAVs).
• Surface water management – Use Sustainable Urban Drainage (SUDs) approaches to
reduce the amount of surface water in our network, reducing the risk of pollution incidents
and sewer flooding.
• Community engagement – Improve our community engagement, as measured by external
benchmarks and reflecting an ongoing commitment to working with charities, community
groups and partners.
• Schools visited and engagement with children – Increase the amount of good or excellent
feedback from schools we visit to raise awareness and improve understanding of the value
of water, water efficiency and ‘unflushables’. Targeting 90% positive feedback.

Southern Water Annual Report and Financial Statements for the year ended 31 March 2021

STRATEGIC REPORT

COVID-19 and its impact on our performance

Remuneration and performance

The COVID-19 pandemic has brought with it a
great amount of uncertainty. However Southern
Water’s role as a provider of essential water and
wastewater services has not changed. What has
become apparent is our need to be responsive
and agile in our plans to protect public health as
the pandemic has developed.

Our remuneration policy outlines how
executive pay is linked to overall and individual
performance, and how annual bonuses are based
on targets relating to customers, stakeholders
and communities. Our Remuneration Committee
closely monitors the policy and executive
pay. We publish this policy annually, with an
explanation of its application at southernwater.
co.uk/our-performance/reports/ annual-reporting.

Ensuring safe working practices for colleagues
and customers, and adequate supplies of
chemicals and personal protective equipment
were a priority as the pandemic surfaced
in March 2020. As the months went on, we
experienced a significant shift in demand for
water, an increase in levels of bad debt and a
huge shift in customers’ perceptions of us as an
essential service provider.

0

Employees
furloughed
during the
COVID-19
pandemic

Read more on pages 194 to 211

A number of our performance measures have
been directly affected by the effects of COVID-19,
and they are highlighted in the following
operational performance tables and supporting
commentary.
Read more on page 15
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Case Study

Driving innovation and
fostering partnerships
During this five-year period, our organisation is investing
£3.7 billion across the region.

c.£12m
cost efficiencies
achieved

2–3

pollutions a
week prevented

	Read more on
innovation and
technology on
page 29
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Working with our partners in the
community, this will create jobs and
benefit the local environment. It will
ensure the resilience of our water
and wastewater networks.
In 2020–21, bluewave, Southern Water's in-house
innovation and Research & Development team,
worked on a wide range of problems within
the business. These covered various stages of
maturity from insight to scaling solutions into the
wider business, with an emphasis on co-creation
and collaborating across directorates. Despite
the impacts of COVID-19, bluewave has enabled
c.£12 million in efficiencies during this time.

Outside of the business, bluewave was central
in shaping the Water 2050 sector innovation
strategy with 18 other UK water companies.
This activity sought to reimagine and reinvent a
more sustainable, open, innovative vision for the
water industry.
The team has also been an active conduit for the
business in accessing the £200 million Ofwat
Innovation Fund. It made collaborative bids for
funding in the initial competition, supporting
innovative programmes to drive improvements
across our business for our customers and
colleagues in the coming year and beyond.
David Lloyd
Innovation Lead

The team has been a positive agent for change
and pace in ongoing strategic programmes.
These have included impactful trials of sustainable
passive solutions for wastewater treatment,
enabling lower carbon footprints and better
outcomes for the environment. Elsewhere,
bluewave has been at the heart of delivering new
sewer level monitoring technology trials to help
prevent flooding incidents and redesigned our
customer bills to make them easier to understand.
bluewave has also helped to rapidly develop and
test data-led proactive maintenance improvements
with an agile team working to deliver real impact
visible from the start, to date preventing two to
three potential pollutions per week.

Southern Water Annual Report and Financial Statements for the year ended 31 March 2021

STRATEGIC REPORT

Case Study

Showing customers how their
choices affect the environment
Products like wipes, period products and cotton buds
often contain single-use plastic.
If customers flush them down the
toilet, they can cause blockages that
can flood homes, riverbanks and
coastlines with pollution.
During the pandemic more people have been
buying – and flushing – things like wipes and
absorbent tissues, leading to concerns about a
rise in blockages. We wanted to raise customers’
awareness about how the products they purchase
and the way they dispose of them can affect our
sewers and the environment. To achieve this, we
embarked on two targeted awareness campaigns.
We identified blockage hotspots around
Brighton, East Sussex and Chatham, Kent and
used insights to develop targeted messages to
match the life stage and living situation of local
residents. We sent leaflets to over 100,000 homes
which included practical tips about what can
safely be disposed of down the drain. In areas
with lots of young families, we enclosed a free
pack of reusable bamboo wipes. The leaflets
were reinforced through targeted radio and
digital adverts. Overall, the campaign reached
over 130,855 customers. In a follow-up survey,
52% said it had encouraged them to think about
what they flush.
In November 2020, we launched our partnership
with the charity, City to Sea, to support its
Rethink Periods campaign. This free teacher
training programme equips PSHE teachers and
school nurses to deliver up-to-date education
about periods, including the negative impact
flushing period products can have on our sewers
and the environment.

Schools receive lesson plans for key stage two
and three, along with a product demonstration
box packed with eco- and health-friendly period
products to use in class and bring the lessons to
life. Over 100 schools signed up in the first four
months of our partnership and sessions have
been underway since February 2021 – taking
place online until COVID-19 restrictions allow
them to continue in the classroom.
Together, these campaigns are helping people
at different stages of life understand the impact
of the products they use and the way they
dispose of them.
Elvira Gabos
FOG and Unflushables Manager

130k+
Customers
reached
in recent
unflushables
campaign

52%
Now think

differently about
what they flush

	Read more on
how we manage
pollutions on
page 27

	Read more on
sewer flooding
prevention on
page 83
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Our operational performance continued
Deliver great service

Great service for most customers means minimal interaction with us and a reduced impact from
issues or disruptions in everyday life. Where there is engagement, customers want an efficient,
tailored and personalised service that provides assistance to those customers who are in genuine
need of support.

Link to risks
• Water
• Wastewater
• Customer

Key
outcomes

Why it is
important

Associated
ODI/PC

Water quality

It is essential to always
provide clean safe drinking
water. This is seen as a basic
service from a water company
and the most important of
the services we provide.
Our customers’ preference
is for water to be as natural
as possible.

DWI Compliance
Risk Index (CRI)

Supply
interruption

Customers want us to be
able to deal with problems,
such as interruptions,
quickly and efficiently.
Any interruptions require
clear communication, as they
can cause inconvenience
and distress to customers.

Water supply
interruption

Indirect

Customer
experience

Customers want to see us
improve our customer service
performance. They want us to
minimise the impact of issues
and disruptions to their daily
life. When shown comparative
information, they expect us
to do better.

C-MeX

Direct

It is essential that our
network stops homes being
flooded with waste from
sewers. There is strong
support to ensure we
continue to improve sewer
flooding prevention.

Internal sewer
flooding

Customers expect a
standard of water pressure
to be part of the basic
service we provide.

Properties at risk
of receiving low
pressure

• See Principal
Risks on pages
125 to 139

Sewer flooding
prevention

Water pressure
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RAG Link to
status remuneration
Indirect

Drinking water
appearance
Drinking water
taste and odour
Replace lead
customer pipes

Void
properties
Gap sites

Indirect

External sewer
flooding
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Key
outcomes
Supporting the
vulnerable

Why it is
important

Associated
ODI/PC

Customers find the concept
of the social tariff acceptable.
They want us to protect the
most vulnerable in society,
and find it acceptable to pay
a little extra on their bill to
help those in genuine need.
They want us to partner
and provide support by
understanding and acting
on customers’ individual
circumstances.

Customer
satisfaction
with vulnerability
support

RAG Link to
status remuneration
Indirect

Effectiveness of
financial assistance
Priority services
for customers
in vulnerable
circumstances
Value for money

We are focused on delivering great service to our 4.7 million customers, the 5.2 million who visit our region
and the 400,000 businesses and their employees that are based in the South East. Customer satisfaction
with that service is measured through the Customer Measure of Experience (C-MeX) and the Developer
Measure of Experience (D-MeX), collated by our regulator, Ofwat.
Providing our services to customers has presented some challenges during the COVID-19 pandemic,
but we have made it a priority to offer every customer, whatever their situation, access to our services
when they have needed them most. We increased the number of vulnerable customers on our Priority
Services Register (PSR) and provided financial assistance and other support to these customers.
We introduced payment breaks as an option for all and have proactively supported these customers
to review their changing circumstances. We have also improved how customers were able to access
our services digitally. Although the number of customer complaints has reduced within our Billing
and Water teams, we have seen an increase in wastewater complaints largely due to blockages
and sewer flooding.
We continue to work with our customers to reduce blockages in pipes which can affect the flow
of wastewater through our sewers. We know that sewer flooding incidents can be very upsetting,
so we try to minimise blockages caused by fat, oil and grease (FOG) or flushing the wrong items away,
by running campaigns.
We want our customers to feel that they receive value for money when they access our water services.
The water quality Compliance Risk Index monitors water quality, helping us to make sure that our
drinking water stays clean and safe. Moving forwards, we want all our customers to find us easy to
deal with. We want them to be able to contact us using a channel of their choice, while experiencing
a consistent, supportive and inclusive service.

Key:
Ofwat target met or exceeded

Ofwat target missed but
performance improved in relation
to prior year outcome

Ofwat target missed and performance
worse than prior year outcome.
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Our operational performance continued
Deliver great service continued
Water quality
The water reaching customers’ taps continues
to meet the Drinking Water Inspectorate’s (DWI)
stringent water quality tests, with 99.97% of
samples meeting all the necessary standards.
We monitor water quality at treatment works,
treated water storage facilities and customers’
taps. The Compliance Risk Index (CRI) was
introduced by the DWI to apply from 2020
onwards. CRI is weighted by population to better
highlight risks to customers from treated water
that fails to comply with the required standards.
Of the 248,000 water quality compliance
samples taken during 2020, 36 were found to
not meet the required standards. Many of these
failures were due to the customer’s plumbing
and we were able to give the appropriate advice
to resolve the issue.
We had to make significant changes to our
sampling programme to accommodate social
distancing due to COVID-19; however, less than
0.01% of all the programmed samples were not
able to be taken during the year. Our expected
year-end CRI score of 4.53 is better than in 2019,
however it is not as low as we would like it to be
and we know we still have work to do to improve
our performance in this area. We incurred a
penalty of £1.591 million, reflecting our score.
We know that how our drinking water looks, tastes
and smells, as well as how clean and safe it is, is
very important to our customers. A specialist panel
carries out quality control tests to measure the level
of taste and odour and we provide information on
our website about why there may be changes to
the taste, smell or appearance of tap water.
The appearance (formerly discolouration), taste
and odour of drinking water is measured by how
many people contact us about it per thousand
people. We unfortunately exceeded our 2020
targets for both measures with a score of 0.89
for appearance, and 0.26 for taste and odour.
Accordingly, we have incurred penalties of
£277,000 and £92,000 respectively. We have set
a planned reduction for each metric of 0.46 from
0.93 and 0.21 from 0.26 respectively.
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The replacement of lead customer pipes only
applies in the Deal (Kent) water supply zone,
where a co-delivery trial is being conducted,
offering grants to affected customers
(43 households will be awarded per year).
The scheme is currently on hold until years
two to five of this five-year period.

Supply interruption
Water supply interruption measures how much
time a customer is left without water when there
is an unplanned interruption, such as a burst
water main. Over the past year, we experienced
the highest number of bursts since 2015 and
two significant events, on the Isle of Wight and
in Hastings. In general, February also saw a high
level of bursts due to the cold weather. Despite
the best efforts of our operational teams, we
achieved an average of 12.43 minutes with our
target for this year at 6.30 minutes. Subsequently,
we have received a penalty of £1.517 million.

Customer experience
The start of 2020–21 was dominated by our need to
maintain our customer services during the COVID-19
pandemic. This tested our Business Continuity
planning to the full, but we maintained access for all
our customers who needed support whether that
was over the phone or via our digital services.
Our performance against Ofwat’s Customer
Measure of Experience (C-MeX) for the year
saw us finish 16th out of 17 companies, incurring
a penalty of £4.772 million. While many of the
changes delivered by our customer service
improvement programme, have not yet
been realised in our overall scores, we are
confident that the steps taken so far will have
a positive impact as we progress through this
five-year period.
C-MeX sees each company’s score calculated from
responses to two surveys, the customer service
survey (CSS) and the customer experience survey
(CES), each contributing 50% to the calculation of
the overall C-MeX score for each company.
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We continue to track underlying performance
metrics such as first contact resolution and
increasing digital self-serve journeys, which
indicate we are on the right track to achieve a
forecasted C-MeX improvement over the current
five-year period. Billing calls have reduced by 21%
year on year as a result of proactive work with
high usage customers and a focus on collections
activity. Digital transactions have increased 47%
compared to the same period last year as a result
of improvements made to our ‘Your Account’ selfserve portal.
Year on year, our complaint volumes are higher.
The key drivers of complaints have been
consistent over the past five years, with increases
seen in operational complaints around ownership
and resolution. Despite reductions in Billing
and Water complaints, the volume of written
complaints received in 2020–21 was 5,934,
which is higher than the previous year due to
an increase in wastewater complaints.
With COVID-19 impacting in-person visits, we
were unable to meet our void properties target
of 2.78% (percentage of properties in our area
that are void). We have run letter campaigns
and continue to source occupier details through
third-party partners. We achieved 3.47%, incurring
the maximum penalty at £600,000.
The processes for Gap Sites were restricted to
those areas covered by South East Water and
operated under our associated Joint Billing
Contract. This meant we identified 12 gap sites,
which were brought onto charge for wastewater
services. Our target was 65.
We will continue to focus on the identification
of gap sites through the Joint Billing contract
with South East Water. Outside of this we will be
exploring the creation of our own processes to
capture gap site information within our supply
area, as well as neighbouring water company
areas where we deliver wastewater services.

Sewer flooding prevention
Each flooding incident is hugely distressing for
our customers. As such, preventing flooding from
our sewers is one of our highest priorities.
In our business plan we set challenging targets to
reduce the number of internal and external sewer
flooding incidents year on year. Our target for
internal flooding incidents for this year was 341,
however, due to a peak in incidents in October
we ended the year with a total of 393.

In terms of external sewer flooding, our increasing
resilience is enabling us to perform better during
extreme weather events, when flooding can be
a risk to some properties. This year, we reported
4,409 external sewer flooding incidents against a
target of 4,412. Ofwat rewarded £14,000 to us for
successfully meeting our target.
Blockages continue to be a major factor,
restricting the flow of water in our sewer. This is
why we continued our fat, oil and grease (FOG)
and Unflushables campaigns during the year,
educating customers about what to flush down
the toilet and pour down the sink.
Factors beyond our control, such as weather
events, will always put pressure on our sewer
networks. Our Zero Flooding project, which began
in 2017, is aiming to eliminate sewer flooding
incidents in key hotspots across our region, while
our Pollution and Flooding Resilience team is
focused on delivering best practice reduction
programmes and continuously improving our
incident response across our network.

Supporting the vulnerable
Much of our Customer Service activity over the
past year has inevitably been shaped by the
COVID-19 pandemic. Our immediate focus in
March 2020 was to ensure that our vulnerable
customers were getting the support they needed,
and that we were providing as much assistance as
possible to those who were impacted by the virus.
As a result, we introduced a number of immediate
measures, which included:
• payment breaks of up to three months for those
in financial difficulty as a result of the impact
of COVID-19. In total we offered around 8,500
customers a payment break
• automated renewals for those already on a
scheme or tariff
• simplified application processes for our support
tariffs to reduce the burden on customers
• a change to our policy in relation to priority
services registration to allow referrals from
relatives and trusted third parties
• increasing the income threshold for our
Essentials social tariff from £16,105 to £21,000
in November 2020.
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Our operational performance continued
Deliver great service continued
We will be surveying our vulnerable customers
every year until 2025, to make sure that the
non-financial support we provide is of a high
standard. The first survey of its kind took place at
the end of 2020. The survey told us that 81% of
our vulnerable customers are satisfied with the
overall services provided by Southern Water, with
70% being satisfied with the particular services we
offer to help them. The results also showed that
79% are satisfied that information provided is clear
and easy to understand and 64% were satisfied
with the accessibility of services.
We have studied the results carefully to identify
where improvements can be made to the services
we provide to our vulnerable customers.
Our financial assistance packages help our
vulnerable customers to maintain their water
payment plans for as long as possible every year.
This is the first year that our performance in this
area has been covered by a new measure, which
has shown that 65% of those we assisted were
able to afford their water bill for 10 months out of a
12-month period or paid 80% of the amount owed
within a 12-month period. This fell slightly short of
our target of 70% of those we assisted.
In order to improve our performance in this area,
we will be undertaking some analysis of the data
for the first year of reporting, while working with
our Debt Collection Agencies to develop more
sustainable payment plans.
We focused on contacting those customers who
we knew may be impacted by the restrictions on
daily life that arose from the lockdown measures,
for example those making cash or card payments,
to let them know of the help they could access if
they were struggling.
We also made contact with our Priority Services
customers to tell them about the additional
support available, but more importantly to ‘checkin’ and see if there was any further help we could
offer. We attempted to contact 51.8%, and we
actually spoke to 19.8%. This included an email
campaign to encourage anyone who required
a little bit of extra assistance to get in touch and
sign up to our register. As a consequence we
received approximately 15,681 new registrations,
an increase of 80% since March 2020. This
represents 1.9% of the households we supply
with water or wastewater services, which is
below our target of 2%.
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Community engagement has been key to
assisting vulnerable customers. We joined a
UK Power Networks-led consortium to provide
funding to Community Foundations in our area,
enabling us to make a contribution of £25,000.
We also worked in partnership with Job Centres
in some of our most deprived areas and with the
Home and Well project, which supports patients
being discharged from hospital.
It is important that our customers feel that they are
getting value for money when they pay their water
bill. We measure customer satisfaction regarding
the cost of their water and wastewater services
in an annual survey. We aim to reach a level of
satisfaction of at least 75%, however in our last
survey we scored 71%.
We are working to keep bills as affordable
as possible, by becoming a more efficient
business to keep costs down, and supporting
those that need the most help. By 2025, we will
have reduced average bills by more than 18%
in real terms, compared with 2020.

Water pressure
We are working proactively to reduce the risk of
properties receiving low pressure. Although we
have had a challenging year due to failures at
some of our supply works, we have had some
big successes with implementing changes to
our network, which have benefited some of our
Hove customers. We are also fitting a booster on
a new main in Hampshire to solve low pressure
issues for some of our customers there, which will
also help to provide network resilience for any
proposed future development.
Despite improvements, we added more properties
to our ‘at risk’ register and the number of
properties in this category at the end of the year
was 310. This means that we did not reach our
target, resulting in a penalty of £118,000.
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Looking ahead
• To improve our CRI performance, we will
continue our Hazard Reviews as part of
our Water First initiative, investing in site
improvement and continuing to improve
our people and process capability.
• By 2025 we have set a target level of 4.6
contacts per thousand people regarding
the taste, odour and appearance of our
drinking water.

• We are investing in a new complaints system
which will not only improve our handling of
customer complaints, but will also support
more detailed root cause analysis.
• There is a plan underway to remove
properties at risk of receiving low pressure
from the register in five areas across West,
Central and East operational areas.

• We plan to improve our incident response
information on our website during 2021–22
to reduce the amount of time customers are
without water in the event of an operation
incident, in addition to adding functionality
to make it easier for customers to report
incidents and bursts online.
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Our operational performance continued
Use water wisely

The work that goes on behind the scenes to deliver drinking water and remove wastewater can
sometimes be taken for granted. When informed, customers recognise the value these services
bring to our daily lives, enabling everything that we do. They also understand water is a precious
resource that needs to be looked after.
Link to risks
• Water
• Customer
• See Principal
Risks on pages
125 to 139

Key
outcomes

Why it is
important

Associated
ODI/PC

Leakage

Leakage
Customers say it is essential
to reduce the amount of water
lost through leaks from our
network. They believe water
is a precious, natural resource
and expect us to look after
and use it wisely.

Water
consumption

Customers were interested
in understanding more about
their water usage. They see
saving water as a partnership
issue and are looking for us to
help them save more.

RAG Link to
status remuneration

Per capita
consumption

Indirect

Indirect

Target 100
Water saved from
water efficiency
visits
Access to daily
water consumption
data

Changes in the climate, our population size and other factors mean that we must plan ahead to
avoid water shortages. How we use our water, and our ability to reduce how much we use, will be
vital to making sure that we have enough water. This is true for us as a water company, as it is for our
individual customers. Using water wisely is therefore a key focus for our forward planning as well as
our day-to-day work.
Until last year, we had seen water use fall by 16% over the previous seven years. With people spending
more time in their homes in 2020–21 due to the COVID-19 pandemic, household water usage has
increased. The number of customers using less than 100 litres of water per day has decreased and the
average amount of water each one uses has increased by 7%.
Changes in the way our customers have been using water during the COVID-19 pandemic have had
an effect on the amount of water we need to put into supply. Increased customer usage, rather than
leakage, has been found to be the main reason for the increase in the amount we need to put into
supply, so our leakage levels have been recalculated to reflect this finding.
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Reducing the water we waste
through leakage

and water-saving home visits where our engineers
fit free water-efficient products.

Reducing leaks helps us to keep more water
in the water supply and means we need to
take less water from the region’s rivers and
underground aquifers. Our long-term targets aim
for a consistent reduction in the number of litres
of water lost through leaks, until this is reduced
by half by 2050. Our target is to keep our leakage
down to a maximum of 97 Ml/d as a three-year
rolling average. During 2020–21, we achieved
98.5 Ml/d (2019–20: 99.5 Ml/d), which means our
three-year rolling average is just over our target.

Our Target 100 campaign forms a commitment to
our customers that we will support them to reduce
personal water use to an average of 100 litres per
day by 2040.

To help us meet our long-term ambition to halve
leakage by 2050, we have been investing in
new technology. This is helping us to further
reduce leakage levels, such as the roll out of
advanced pressure management and acoustic
logging sensors. These sensors can quickly detect
possible leaks, enabling us to send our find-and-fix
teams out quickly. During 2020–21, we installed
7,400 acoustic loggers on our network, increased
the number of find-and-fix teams on the ground
and we have completed 20,000 leak repairs.

Helping our customers reduce their
daily water use
The amount of water being used by our domestic
household customers has significantly increased
during the COVID-19 pandemic, with more
people working from and spending time at home;
individual daily water use is now at 137.6 litres per
day. This increase presents us with a significant
challenge not only in terms of our performance
over the past year, but for the rest of this
five-year period. We continue to work with
Ofwat and the rest of the industry to understand
the longer term effects on customer usage.
The increase we have seen is not unique to our
region, however as an area of water scarcity we
need to work with our customers to try and drive
down consumption in order to meet our target
of 128.1 litres per person, per day by 2025 (this is
a three-year rolling average).
The impact on our customers’ water usage would
have been even greater, had it not been for our
history of proactive water efficiency engagement
with customers. This includes working with the
community to promote water reduction through
our Target 100 campaign, which focuses on a mix
of incentives, behaviour change communications

Our customers have told us that they value
assistance using water more wisely and saving
money, and our water-saving home visits give
us an opportunity to focus on this part of the
customer experience. The COVID-19 pandemic
has meant that we were not able to make the
usual visits during periods of lockdown. The
number of visits has therefore significantly
reduced over the past year and we did not meet
our target. To address this, we have now launched
virtual water-saving visits via our new online water
calculator, Get Water Fit, which can be found at
southernwater.co.uk/help-advice/getwaterfityour-water-saving-calculator.
While reducing consumption remains a priority, a
strategic decision was made to place our enabling
access to daily water consumption data on hold
and focus on other challenges. This is now under
review to understand how we can progress this.

Looking ahead
• Our leakage performance is expected to
improve as we continue the roll out of our
Advanced Pressure Management system,
which should be fully enabled by mid-year
2021–22. Our long-term plans are to reduce
leakage by 15% by 2025 and 50% by 2050.
• Water efficiency remains a priority, to avoid
water shortages from climate change and
increased population size. We will continue
to work with customers and champion
programmes such as Target 100. We aim to
help our customers consistently reduce the
amount of water they use, helping them to
save money and reduce the pressure on
the environment.
• As part of this work we are working on how
we can provide accurate daily information
about water usage and hope to be able to
announce a scheme in 2021–22.
• We will continue our home visit programme
helping customers to save water, energy
and money.

Key:
Ofwat target met or exceeded

Ofwat target missed but
performance improved in relation
to prior year outcome

Ofwat target missed and performance
worse than prior year outcome.

Southern Water Annual Report and Financial Statements for the year ended 31 March 2021

87

STRATEGIC REPORT

Our operational performance continued
Protect and Improve the Environment

We are all responsible for the state of the environment. Customers want to see us protect and
improve the environment; doing no harm is the absolute minimum they expect.

Link to risks
• Climate Change
• Compliance
• See Principal
Risks on pages
125 to 139

Key
outcomes

Why it is
important

Associated
ODI/PC

Pollution

Pollution incidents
Customers want us to treat
and dispose of wastewater in
a way that does not harm the
environment. They believe
we have a duty to protect
and improve the environment Thanet sewers
in which we operate, and
ensuring we do no harm
through pollution incidents
is the minimum they expect.

High quality
bathing and
river waters

Our customers want to
see us do more to deliver
excellent bathing and river
water quality. They want us
to recognise the importance
of this to tourism.

RAG Link to
status remuneration

Delivery of water
industry national
environment
programme
requirements*
River water quality
Maintain bathing
waters at ‘Excellent’**
Improve the number
of bathing waters to
at least ‘Good’
Improve the bathing
waters at ‘Excellent’
quality
Treatment works
compliance***
Combined Sewer
Overflows (CSO)
monitoring****
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Key
outcomes

Why it is
important

Associated
ODI/PC

Water resource Customers want us to use a
abstraction
range of sources to provide
reliable services in the future
and expect removal of water
from the environment to be
done in a sustainable way

Distribution
input

RAG Link to
status remuneration
Indirect

Abstraction
incentive
mechanism
Effluent re-use

Renewables

We should be increasing the
amount of renewable energy
we use in our operations.
There is a growing
expectation that we should
be using our own wastewater
services to generate more
energy as well.

Renewable
generation

Indirect

Natural capital
Satisfactory bioresources recycling

* Year one scheme deadlines have been moved into year two due to COVID-19 so there are no year 1 AMP7 deliveries with a deadline this year.
Some Year 5 2015–20 deliveries were moved into this year. Based on information from the Environment Agency, we have 42 schemes to deliver,
but unfortunately have missed one.
** We are unable to report performance against our performance commitment to maintain the number of bathing waters at Excellent water quality
status. This is because the Environment Agency, which is responsible for sampling bathing waters, was unable to carry out the normal pre-season
testing which is required to produce reliable bathing water statistics. As a result, no bathing waters results were available for the 2020 bathing
water season. We report performance in this case as n/a."
***This is a calendar year based measure. While the number of monthly sample breaches and exceptions has reduced, and we continue to make
compliance a priority, the underlying risk remains high and we are forecasting a penalty in this area.
**** Whilst in the PR19 final determinations outcomes performance commitment appendix this measure is listed as financial year, this metric is
reported against the calendar year in line with information provided to the Environment Agency as part of spills reporting. The outcome of this
performance commitment is unchanged by the amendment. This change is to ensure we are providing consistent information to both regulators
and an annex 2 change request has been raised with Ofwat accordingly.

Key:
Ofwat target met or exceeded

Ofwat target missed but
performance improved in relation
to prior year outcome

Ofwat target missed and performance
worse than prior year outcome.

Southern Water Annual Report and Financial Statements for the year ended 31 March 2021

89

STRATEGIC REPORT

Our operational performance continued
Protect and Improve the Environment continued
Pollution
Reducing pollution incidents is key to keeping
our rivers, reservoirs and bathing waters clean
and healthy. While we continue our work to
monitor CSOs and ensure that our treatment
works meet the standards set by the Environment
Agency, we have put in place two programmes
to provide better information to our customers.
The Beachbuoy platform offers online updates
about any screened wastewater releases into the
environment, which are sometimes necessary to
prevent flooding during storms. While our Beauty
of the Beach campaign celebrates our coastline
and the beautiful bathing waters, encouraging
customers to play their part in keeping them clean.
All water companies must monitor and report
the number of pollution incidents and our annual
pollution figures are published on our website,
showing which category of incident has occurred.
Our total number of reportable incidents for the year
was 400, which was higher than we had predicted
due to an extended period of wet weather in
February. Our target was 24.51 incidents per
10,000 km of sewer which translates into 98 actual
incidents. As a result of missing our target, we
received the maximum penalty of £7.718 million. We
forecast that we will remain in the penalty space for
the remainder of this five-year period, although we
continue to work hard to improve our performance.

However, our 2021 figures have shown some
significant improvements, reflecting advances in
our incident management processes as well as
self-reporting. Our self-reporting culture has been
a significant factor in the increase in pollution
incidents reported at pumping stations and
wastewater treatment works. The improvements
made at the beginning of 2021, resulted in
17 incidents in February 2021, compared to
58 in February 2020.
We have now published a detailed Pollution
Incident Reduction Plan (PIRP), which we
have shared with the Environment Agency
(southernwater.co.uk/ media/3839/pirpfinal-20200904.pdf). The plan is based on
extensive data analysis and industry best practice,
with its primary focus being on wastewater
pumping stations and wastewater treatment
works, where we have seen the largest increase
in pollutions since 2018.
The Thanet Sewers enhancement scheme aims
to reduce leakage from sewers located within
tunnels in Thanet by 31 March 2025. Pollution
incidents happen when the diluted storm flows
have exceeded the capacity of the network and
entered into the chalk tunnels. The scheme is
currently in the development phase of the design
programme, so there is no delay to report.

High river water quality and
excellent bathing waters
The Water Industry National Environment
Programme (WINEP) is an Environment Agency
programme which requires all water companies
in England to complete a set of actions between
2020 and 2025. Our performance in this area is
assessed on an annual basis.
Due to social distancing requirements during
the first lockdown, all schemes for this year were
postponed by the Environment Agency to year
two of the current five-year period so there were
no schemes active in this first year.
However, some of the delayed schemes from
the 2015–20 period have been rescheduled,
including some eel schemes. The eel schemes
are essential to protect eel colonies found at our
water treatment plants. Out of the 39 schemes we
were required to deliver on this year, we missed
five (four eel schemes and one water).

90

Southern Water Annual Report and Financial Statements for the year ended 31 March 2021

STRATEGIC REPORT

In terms of drinking water catchment management,
we have the highest number of Safeguard Zones
(SGZs) in the country, which need constant
investigation and mitigation. Over the next four
years we are investigating the potential risk of
nitrate to our drinking water supplies at 22 water
supply works (WSWs) and implementing catchment
management mitigation to address nitrate and
pesticides at 46 WSWs. Any mitigation work is
co-developed with our catchment stakeholders
and rolled out in priority areas.
The Catchment Risk Management team is also
investigating the impacts of our removal of water
from the environment at 72 WSWs, with a view to
developing a more sustainable approach.
Our river water quality metric will be measured
from 2021–22, and we aim to have improved a
cumulative length of 182.3 kilometres of river by
the end of the current five-year period.
There are 83 bathing waters in our operating area.
The categorisation for 2019–20 confirmed 58
bathing waters as ‘Excellent’, 21 as ‘Good’ and four
called ‘Sufficient’ and none in the ‘Poor’ category.
There are no classifications being published for
2020 as a result of the impacts of COVID-19 so
we have reported that this metric is not applicable,
in line with our peers.
The categorisation of 58 as ‘Excellent’ relates to
Defra’s four-year cycle of categorisation. Based
on 2019 data, 62 bathing waters would have
been classed as ‘Excellent’. During the COVID-19
pandemic, the usual amount of testing by the
Environment Agency could not be carried out to
categorise bathing waters.
Starting next year, our continuing Bathing Water
Enhancement Programme (BWEP) aims to improve
bathing water quality still further. The programme
relies on investigation data, which has been
delayed due to the pandemic. So as not to lose
time, improvements under this programme will be
planned in advance of receiving the complete set
of investigation data.

Our Beauty of the Beach campaign continues
to celebrate our beautiful bathing waters. It
was developed with the Environment Agency
and involves local councils and wildlife and
community groups, helping to protect the quality
of our bathing waters. We will be running it again
through the 2021–22 bathing water season.
We aim for 100% compliance at our wastewater
treatment works. Unfortunately, we achieved
97.06% compliance during 2020–21 as a result
of 10 failed works. For example, we experienced
some solids management issues at our Horsham
site. Our ‘intensive care’ processes are being
reviewed to enhance the management of these
sites. As a result of missing our target, we
received a penalty of £19 million.
We currently have monitors installed at 938 of our
967 storm overflows, giving us 84.77% coverage,
which means we did not meet our target of 95%.
We do not expect to drop below target over
the rest of the five-year period, however, our
challenge is now to ensure all monitors remain
fully functional.

The amount of water we take from the
environment and put into supply
We measure the amount of clean drinking water
available in our water system in millions of litres
per day (Ml/d). The amount of water our individual
customers use and the number of leaks from pipes
affect the amount of water required in the system.
Over the past year, we have not met our target of
525 Ml/d, reaching an average score of 563 Ml/d.
This has been impacted by the increase in
customer usage of water in households during
the pandemic. The weather also had a significant
impact. In February 2021, we had extremely
cold temperatures which quickly froze and then
thawed pipes, creating some bursts and leaks.
As the weather warmed up in March, people
started doing more activities outside and used
more water for this.
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Our operational performance continued
Protect and Improve the Environment continued
In terms of the amount of water we take from
the environment (abstraction) we are set strict
monthly targets by our regulators. This metric
focuses on the River Itchen, and the trigger point
is in September as this is when impacts of this
environment are most severe due to hot weather.
The September abstraction limit is 2,280 Ml;
our target is to outperform this by 15 Ml/d,
which we achieved.
Effluent re-use is the volume of treated effluent
in cubic metres (m3) made available annually
for direct re-use by customers. Reusing effluent
helps improve the security of water supply for
customers through reducing the demand for
fresh water and improving the overall supply/
demand balance of the company. This is a reward
based metric with an annual target of 0 for each
year. In 2020–21, 273 m3 was made available for
reuse with a reward rate of £3.29 per m3.

Renewable energy generation
We have joined our peers in committing to
Water UK’s pledge to become carbon neutral by
2030, reaching net zero. Working with them, we
developed and launched a sector route map in
November 2020. The implementation plan that
followed was put in place by a cross-sector team
and approved by the Board and is due to be
published in July 2021.
To achieve net zero, water companies, regulators,
government, stakeholders and our supply chain
will all need to show joined-up thinking to reduce
or offset our impact on the environment.
	Read more about
our net zero plan
on page 72

	Read more about
our natural
capital plans on
page 71
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In support of realising net zero, we have
confirmed that all of the energy that we buy
will be 100% renewable energy from 2021–22
onwards, which will help to improve our
carbon footprint.

By 2025, we aim to increase the amount of
renewable electricity generated to 24% of our
total electricity used. The target for the financial
year is 21.2%, and we achieved 16.42%, falling
short of where we wanted to be. We incurred a
penalty of £1.326 million. Energy consumption
has increased in recent years, and while energy
efficiency work is ongoing to minimise the impact
of this, the trend is expected to continue for the
short term. Our task to achieve the 2025 target
requires a variety of projects to be developed.
Solar power is key to our renewable energy
generation. The Hardham Water Supply Works
now has some solar capacity. Funding has also
been approved to develop a 0.5MW roof top solar
array at Peel Common, with the aim of having this
installed within the 2021–22 financial year.
We are looking at desktop feasibility assessments
regarding the suitability of using solar on more
Southern Water sites, which could improve our
renewable generation by up to 3%.
We have included commitments to adopt a
natural capital approach in our Water for Life
Business Plan 2020–25. We have a commitment
to establish natural capital accounts alongside
our traditional financial accounts in 2022–23,
to enable us to measure and monitor a
wider breadth of ‘value added’ as a result of
investment and activity.
This means embedding natural capital approaches
into our planning and processes, and exploring
nature-based solutions to shared challenges
through local partnerships. Our long-term ambition
is to ensure our activities and investment enhance
the resilience of our natural environment.
We achieved a 100% biosolid recycling record
during 2020–21. Biosolids (a by-product of the
treatment process) is recycled as a fertiliser.
Although we have reported our performance
to the Environment Agency, this metric remains
suspended from the official environmental
performance assessment for Southern Water.

Southern Water Annual Report and Financial Statements for the year ended 31 March 2021

STRATEGIC REPORT

Looking ahead
• Our Pollution Incident Reduction Plan was
originally published in 2020, and updated in
May 2021. It sets out how we will achieve a
maximum of 80 pollution incidents per year
by 2025, and zero pollution incidents by
2040.
• We will begin the construction of the third
and final phase of the Thanet sewers
enhancement scheme, which is protecting
the area from sewer flooding.
• As part of the WINEP requirements we will
deliver one of our largest-ever environmental
improvement programmes, improving the
water quality in 537km of river.

• We have committed to reach net zero by
2030, and we will be purchasing 100%
renewable energy from 2021–22 onwards,
which will improve our carbon footprint.
• Our award-winning Beauty of the Beach
campaign has been enhanced with the recent
launch of the second version of Beachbuoy,
an online service giving people real time
information on bathing water quality.
• Planned Solar Farms in Otterbourne and
Testwood will play an important role in helping
us to reach our renewables target by producing
electricity and we are planning to install new
and efficient CHP engines this AMP, replacing
the oldest nine CHP engines in our fleet.
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Case Study

Improving our online
service for customers
Our customers expect to be able to access our services
on demand, from any smartphone, tablet or PC.

20k

reduction in
monthly calls

70%

of self-serve
transactions
completed
successfully

Yet at the start of 2020–21, only about
30% of our customer transactions
were happening online.
We recognised that helping our customers do
more online would be more convenient for
them, which would be a driver for improving
our customer satisfaction scores over time.
Meanwhile, a reduction in calls would be more
efficient for us. So we set up a project to improve
the functionality, visibility and uptake of self-serve
options on our website.
In a series of development sprints, we focused
on the most popular customer transactions.
We improved our online journeys for submitting
a meter reading, paying a bill, managing a
Direct Debit, moving home, viewing past bills
and payments, changing a password – and
more. In each case, our goal was to create an
experience that allows customers to easily
complete what they want to do online without
having to pick up the phone.

In some cases, customers will need to talk to us or
we will have to look more closely at an issue. So
we explored how we could help, in the moment,
by offering assistance online. We built prompts
and triggers into the journeys so support is onhand through Live Chat.
By February 2021, we saw a drop in the volume of
calls by close to 20,000 a month. Meanwhile, 70%
of self-serve transactions were successful and
the number of digital-assisted contacts increased.
Clearly, our improvements are reducing demand
on our call centres while allowing our customers
to interact with us in a way that suits their lifestyle.
Max Cappella
Customer Experience Manager

	Read more
on customer
experience on
page 82
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Our operational performance continued
Fit for the Future

Customers recognise the challenges we face and expect us to ensure that future generations have
access to at least the same level of water services as we do today.

Link to risks
• Climate Change
• Transformation
• See Principal
Risks on pages
125 to 139

Key
outcomes

Why it is
important

Associated
ODI/PC

Asset health

Mains repairs
It is essential to be investing
in our sewer networks, pipes
and drains. Our customers
want us to upgrade where we Unplanned outage
can and use innovative and
Risk of Sewer
sustainable solutions.
flooding

RAG Link to
status remuneration
Indirect

Sewer collapses
Water
resilience

Customers want to ensure
supply for future generations.
They are willing to invest now
to ensure that there is no
deterioration of services in
the future.

Water supply
resilience

No link

Long-term supply
demand schemes
Risk of severe
restrictions in
drought
Impounding
reservoirs

Growth
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Businesses think it is
important to work with
councils and developers on
infrastructure. Customers
recognise the challenge of
new homes drawing on our
network and expect us to
ensure it is fit for the future.

D-MeX
Surface water
management*
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Key
outcomes

Why it is
important

Associated
ODI/PC

Community
engagement

Keen for us to focus on
our role in the community,
our customers want us
to collaborate with local
groups on important issues,
support community outreach
programmes and educate the
next generation in schools.

Community
engagement

RAG Link to
status remuneration
No link

Schools visited and
engagement with
children

* This programme is under review and we are forecasting a penalty.

Our role in preparing for future generations means that we must ensure a resilient water and
wastewater network, using the highest standards of operational excellence. This involves making
sure that we are compliant with regulations, reducing risk for customers and helping the environment.
We know that water and wastewater services do not operate in isolation; they are interconnected with,
for example, energy generation, food production, housing development, environmental protection,
our tourism sector and other vital industries and services.
One of our five transformational programmes, Networks 2030, looks at our water supply networks and
aims to modernise and rationalise them. This includes the replacement of water mains and the use of
smart water-quality sensors.
The new D-MeX compliance score measures our customer experience for newly connected customers
through our developer services.
Working with our communities is an important focus of our work. The restrictions in place during the
COVID-19 pandemic led us to adapt how we worked with our communities, such as local schools, to
ensure that we maintained consistent and effective engagement.
We are creating a Learning Network working in partnership with our supply chain and local councils to
create the skills we need for a resilient future. We will also continue our actions to help create vital and
valuable water tourism through high-quality bathing waters and healthy chalk rivers.

Key:
Ofwat target met or exceeded

Ofwat target missed but
performance improved in relation
to prior year outcome

Ofwat target missed and performance
worse than prior year outcome.
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Our operational performance continued
Fit for the Future continued
Asset health

Water resilience

We measure the number of mains repairs per
thousand kilometres of our entire water main
network. Our target was 129.1, but during the year
we achieved 150. Extremely low temperatures
experienced over the winter months are the
primary reason for this. As a result of missing
our target, we have incurred a penalty of
£1.756 million.

A number of schemes which will help increase
availability of water supplies in our region are
currently in the design phase and due to begin
during 2021–22. Three water recycling projects are
planned in Aylesford, Sandown and Ford. Another
option under consideration is a desalination
scheme, as well as a number of strategic pipelines.

Unplanned outages occur when emergency works
at our treatment plants cause us to lose water
in the system. We measure this in terms of the
percentage of water lost from the total capacity
of the system. We have done extensive work to
better understand and improve the resilience
of our water asset health and more than halved
unplanned outage to 9.21%, from 18.59% in
2019–20 and below our regulatory target of 9.44%.
We measure the risk of sewer flooding in terms
of the percentage of the region’s population at
risk from flooding from a one in 50-year storm,
based on modelled predictions. During 2020–21
our target was to achieve 12.42%, which we met,
achieving 11.68%.
We have three flood protection schemes planned
to 2025, totalling more than £9 million. We will
invest around £4.5 million to reduce the risk of
shingle blocking at our Black Rock short sea
outfall in Brighton and approximately £5.1 million
to reinforce the seawall at Portobello Pumping
Station Wastewater Pumping Station, also in
Brighton. We are planning to partially fund
the co-delivery of a scheme to increase the
resilience of our outfall at Seaford, in East Sussex,
in partnership with the Environment Agency
and local council. This will reduce the risk from
flooding and increase the resilience of Seaford
against coastal erosion.
Sewer collapses can cause a significant impact
on service to customers or the environment, often
requiring repairs to be made in order to reinstate
the expected service. Our year-end target for
sewer collapses was 228 incidents. The target
was not met, as there were 315 incidents, resulting
in a penalty of £4.036 million.
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These will allow us to make use of these new
sources in our Western Area, and are being
constructed to help reduce our reliance on the
environmentally sensitive Rivers Test and Itchen,
particularly during droughts. As well as improving
the flow of water from East to West, they will also
provide better connections between the South
and the North of the Western Area, connecting
our Andover and Southampton resource zones.
Effective drought preparation is vital. If there is not
enough water during droughts for our needs, we
may need to ask customers to reduce the amount
of water they are using. Over the past year, we met
our target of zero risk to customers for drought.
Water resources are increasingly being put under
pressure for a variety of reasons including the
impacts of climate change and population growth.
We are currently leading work through Water
Resources in the South East (WRSE) to develop a
water resources strategy which identifies the best
drought solutions for the region and beyond.
Our schemes in Thanet, the Isle of Wight and
Brighton, aim to reduce the number of properties
in these areas at risk of losing their water supply
due to a lack of resilience.
Our Impounding Reservoirs performance
commitment measures the progress that the
company makes against its programme of work
for enhancing the safety of four named reservoirs
(Bewl, Darwell, Powdermill and Weir Wood),
measured as the percentage completion of the
schemes. The target for 2020–21 is 0% completion
rising to 48.8% completion by March 2023. The
schemes have been approved and design phases
are complete with us forecasting to meet our
targets for the rest of this five-year period.
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Supporting growth

Community engagement

Our Business Channels team is making progress on
the Developer Services improvement programme.
Many of our legacy issues with legal claims and
unreconciled projects have been resolved and
our new workflow solution, which joins up the
developer application lifecycle across multiple
teams, went live in December. The workflow has
improved reporting, and jeopardy management
has already given benefits, with our best Levels of
Service score in January since D-MeX started.

Activities in this area were delayed due to the
COVID-19 restrictions; however, we adapted
our usual programme to provide support to our
communities during this challenging time.

In addition, we have been simplifying our internal
processes, specifically focusing on sewer and
water adoptions and New Appointment and
Variation processes. We have centralised our
application management, improved our letter
communication and enhanced our growth
planning insight by partnering with Glenigan.
Our web pages have been overhauled to
make it easier for customers to find information
surrounding their application. Customer feedback
on our new portal, GetConnected, has been very
positive since its launch in June 2021.
We have also introduced new technical training
for our internal teams, and we have worked with
colleagues at Capita to launch a new knowledgebase tool, Reservoir. Both have helped with first
contact resolution.
Changes to Ofwat’s D-MeX methodology have
meant our self-lay and new appointment and
variation customers are now better represented in
measuring levels of service. Additionally, changes
to the wastewater adoption codes have taken
place. In Ofwat’s league table, we are currently
16th (out of 17) for D-MeX.
Our surface water management metric has been
under review. Given the impacts of COVID-19 on
our business, the decision has been made to focus
on other more critical priorities. We are forecasting
a penalty for the five-year period of £30,000.

We made a joint donation with other water
companies and the power network to give
regional Community Foundations a sum of
£500,000. In order to support food banks,
we sent out 700 community care packs to
partners working in this area.
While we were not able to carry out our schools
visits programme due to the pandemic, we adapted
our work in this area by providing educational
video clips about the water cycle and water saving.
The opportunities for our employees to volunteer
were adapted to provide remote volunteering
support, for charities helping those in the
community to reduce social isolation. Volunteer
befrienders made weekly calls to vulnerable
people throughout this time.
Working with four other water companies, we also
held an online Big Virtual Water Quiz with National
Geographic Kids.
For more information about our work in our
communities this year, read pages 60 to 61.

Looking ahead
• We aim to reduce the number of sewer
collapses in 2024–25 to 222.
• Our target for long-term supply and
demand schemes is to deliver capacity of
182.5 Ml/d by March 2027.
• Our work to ensure that we have enough
water, even in a one in 200 year drought,
includes schemes to improve water
efficiency and leakage, which are currently
in the early stages of design.
• Our Business Channels team will improve
our Growth Planning and Financial
Reconciliation processes, embedding them
into our new workflow.
• Community engagement planned for 2021
includes supporting the Brighton Festival,
South and South East in Bloom and
Hampshire Heroes.
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Case Study

Partnering to proactively
and sustainably protect raw
drinking water sources
Many of our raw drinking water sources in Sussex are
situated in the region’s famous chalk downland.
	Read more on
sustainability on
pages 63 to 73

	Read more on
our work to
protect and
improve the
environment on
pages 88 to 93

Across the Brighton and Worthing
Chalk Block, the level of nitrate
within the aquifer can be high,
and we have traditionally relied on
water treatment processes in order
to adhere to the strict drinking
standards for customer supply.
Our new, more sustainable approach to protecting
the current and future drinking water sources
is based on the idea that prevention is better
than cure. We’re using catchment management
to identify how land use, pollution hazards and
groundwater pathways could impact on water
quality. Then we’re working to understand what
we need to do to protect groundwater quality
at source, so that costly and energy-intensive
treatment can be minimised, or even avoided,
further down the line.

Across the Brighton and Worthing Chalk Block,
we’ve funded long-term land management
incentives to implement best practice measures
that reduce nitrate leaching into the groundwater.
Alongside this, farmers can use our capital grants
scheme to apply for funds towards infrastructure
that will also help to reduce pollution.
In the Worthing Chalk Block, we are working with
a cluster of farmers who have come together to
form the Arun and Adur Farmer Group. Together,
we’re exploring more sustainable ways of using
nitrate in these rural settings. For example, we
have worked with farmers to carry out soil testing
to identify exactly what their crops need – and
how much – so fertilisers can be used more
efficiently without impacting yields. This gives the
farmer value for money while protecting our water
sources and the environment.
Across the Brighton Chalk Block, we are part of
The Aquifier Partnership (TAP), alongside Brighton
and Hove City Council, the South Downs National
Park Authority and the Environment Agency.
Through this collaboration, we are undertaking
research, engagement and awareness campaigns
for both urban and rural pollution sources.
This long-term strategy will help to provide a
resilient water supply for future generations while
reducing the number of nitrate treatment works
needed. The approaches implemented to protect
water quality also provide benefits for soil health,
carbon, as well as the wildlife and biodiversity of
the iconic Chalk Block.
Claire Neale
Catchment Management Strategy Manager
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