
Ensuring we act in a responsible, 
sustainable way as we deliver our purpose 
and support the social, economic, and 
environmental wellbeing of our region  
We know the resilience of our business is directly linked to the economy of our region, the communities we serve and our 
environment. We can only deliver our vision and purpose if we act in a responsible manner, understanding what matters to our 
customers and stakeholders, and embedding environmental, social and governance (ESG) matters in our decision-making.  

Our purpose is to provide 
water for life

Sustainability
Overview

ESG focus areas

Environment
Protect and improve the region’s 
environment.

Social
Enhance people’s wellbeing and 
sustain the region’s economy.

Governance
Be a responsible and trusted 
business focused on prioritising 
the current and future needs of 
our customers.

Long-term goals
• Deliver improvements that 

protect and restore the local 
environment.

• Protect our customers and 
environment from the pressures 
of climate change.

• Use resources efficiently and 
responsibly manage waste.

Long-term goals
• Ensure public and employee 

health and safety, and support 
community wellbeing.

• Provide a fair and inclusive 
experience for customers, 
employees and suppliers.

• Support opportunities for local 
people and partners to make a 
positive impact.

Long-term goals
• Embed and embrace new 

capabilities and systems that 
enable culture change and 
business transformation.

• Work in partnership with 
stakeholders and collaborate 
with others to tackle our 
environmental and social goals.

• Responsibly invest to achieve 
our ambitions and transparently 
report our performance.

Alignment to the UN Sustainability Development Goals
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Board’s sustainability-related activities
Board activity this year included review and discussion on our environment strategy and performance, 
our activities to support vulnerable customers, and our culture change programme.

Our journey of embedding ESG
Our approach to sustainability and being a 
responsible business aligns with the United 
Nations Sustainability Goals (UN SDGs). The 
SDGs comprise 17 global goals to be achieved 
by 2030 that were adopted by the UN in 2015. 
Of the 17 goals we have now identified nine 
that we feel we can contribute most to through 
our operations, investments and commitments.

We recognise that our customers, stakeholders, 
and investors are increasingly interested in how 
we respond to sustainability matters and wish us 
to disclose data and information on our activities 
and performance. We are monitoring the range 
of external reporting frameworks with which we 
can align our reporting. While seeking to align 
with the most relevant, we are focused on sharing 
information that supports our purpose and the 
topics identified as priorities by our customers and 
stakeholders. For example, for the first time this 
year we have voluntarily disclosed information 
on our progress towards managing our climate-
related risks and aligned these disclosures with 
the recommendations of the Task Force for 
Climate-Related Financial Disclosures (TCFD). 

We also supply information to independent 
ratings and indices on ESG matters. We 
performed well in the 2021 Global Real Estate 
Sustainability Benchmark (GRESB) which 
assesses the ESG performance of infrastructure 
assets. We were awarded a Green Star rating, 
with a score of 91 out of a possible 100 – an 
improvement on our 2020 score of 70. We also 
improved our position in the 2021 Inclusive Top 
50 UK Employers, moving to 46th from 49th in 
the previous year. 

We understand the value of partnerships to 
strengthen the work we do and the value they 
bring to us. We are building partnerships to 
tackle many of our largest challenges, working 
with local organisations, peers, other sectors 
and academia. This year we joined Business in 
the Community (BITC) to support us in driving 
our responsible business ambitions. 

Future plans
We continue to evolve the way in which we 
disclose and report on ESG matters. In 2022–23 
we intend to enhance our ESG reporting to 
allow us to share additional data and information 
on our responsible business activities.  

We remain committed to participating in 
independent benchmarks and indices, 
identifying those where we can obtain best 
insight to continually improve our performance 
and effectively benchmark our credentials. 

In 2022 we will submit information to GRESB, 
for the seventh year, and participate for the 
first time in the Responsible Business Tracker 
of BITC; the results of these benchmarks will 

inform our ongoing responsible business 
activities. We also intend to enhance 
information provided on our website and 
consider participation in other benchmark 
initiatives and reporting frameworks.

We continue to integrate ESG matters, including 
natural capital and carbon, into our business 
activities, long-term investment planning and our 
Risk and Value process that guides investment 
decision-making, and our engagement with our 
suppliers, advisers and contractors.
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Sustainability continued

Demonstrating environmental leadership

Environmental 
disclosures

Overview 
It is our responsibility to help protect the water 
environment for future generations. This means 
not only looking after the environment but finding 
ways to leave it in a better state than we found it. 
This means using nature-based solutions where 
possible, adapting to climate change and ensuring 
we manage our operations in a sustainable way. 

Environmental compliance 
Our Environmental Management System is our 
most effective tool for managing environmental 
risk and is monitored throughout the year to 
flag compliance and performance risks. The 
system continues to be certified to the ISO 14001 
standard and remains a successful mitigation for 
compliance risks in relation to waste management 
and control, pollution prevention, water quality, 
water resources, consumables (energy and 
chemicals), customer nuisance concerns, amenity, 
and global biodiversity. 

Our environment policy has been reviewed 
and amended to reflect our new environmental 
ambitions. 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.

Catchment First: Catchment First is our 
transformational change programme, which has 
grown year on year since its introduction. Through 
this, we are placing catchments at the heart of our 
decision making and focusing on collaboration 
with external partners for long term resilience.

The programme includes actions we’ve promised 
to deliver under the Water Industry National 
Environment Programme (WINEP) alongside a 
range of further voluntary actions, to accelerate 
the delivery of environmental best practice.

Over the current financial programming period, 
our WINEP projects are helping to improve 
resilience by reducing the risk of nitrates 
and pesticides reaching our drinking water 
abstractions. We’re doing this through working in 
partnership with farmers and land managers and 
engaging with several farmer clusters across our 
supply area. 

Over the course of the year, our farmer 
engagement activity included 25 farms taking part 
in multi-year trials to record changes in soil health 
and soil carbon, three trial sites demonstrating 
nitrogen availability after cover crops and 
supporting a group of seven farmers focusing on 
net zero greenhouse gas emissions. 

We have also worked with 83 farms to implement 
tailored nitrate reduction measures in priority 
catchments, signing up over 3,500 hectares of 
new measures during the year. In combination 
with a further 1,200 ha of multi-annual measures 
started previously, this accounts for an estimated 
reduction of 64,000 kg of nitrogen based on 
farmscoper modelling. In addition, during the 
year we also completed 17 specialist advice visits 
and made 25 farm capital grant awards, helping 
reduce the risk of water pollution near to our 
drinking water abstractions.

Alongside our regulatory programme, the 
Catchment Team also began work on a 
further series of projects, financed through 
our Environment Improvement Fund. Project 
design and engagement work has now started 
on a series of six new projects, with delivery 
expected from 2023 onwards. These sites include 
large scale sites in Western Rother, Beult and 
Chichester Harbour catchments where we are 
co-designing a series of integrated wetland and 
sustainable land management sites to pilot the 
delivery of multiple benefit outcomes. This work 
is being completed in partnership with multiple 
stakeholders including wildlife trusts, rivers trusts 
and other local environmental charities.
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Natural capital
There is a growing expectation from regulators 
for us to view investment over the long term and 
through a multiple capital lens. 

In February we reviewed the early outputs from 
our new Natural and Social Capital framework. 
This provides a long-term roadmap to support 
the embedding of multi-capitals thinking into our 
investment planning. The framework will continue 
to evolve as we test its application in the creation 
of six baseline natural capital accounts. 

Our reputational performance commitment 
initially committed us to deliver natural capital 
accounts for three areas the Test and Itchen, 
Arun and Western Streams and the Medway 
catchments, but we believe we can go further to 
include an additional three catchments. 

Working with the Wildlife Trust this year 
we completed the first-ever natural capital 
baseline assessment of our land holdings. 

This is the first time we have assessed 
the nature recovery potential, biodiversity, 
carbon and nutrient value of our land 
holdings. We will now use the outputs 
to direct investment in natural capital 
enhancements across our sites and feed 
learning into our new framework.   

As well as helping us better understand the 
current value and opportunities of our own 
estate, we have also started applying natural 
capital accounting principles to our work in 
Chichester, Langstone and Pagham harbours. 
As part of our leadership of the Harbours 
Summit we have produced the first full-scale 
natural capital baseline for the harbours and 
their catchments. The summit partners are 
now using this to measure the condition of the 
harbours and, in time, their recovery.

Biodiversity: Our operations are intrinsically linked 
to the natural world and, as a significant landholder 
along the south coast, we have a responsibility 
to make a positive contribution towards nature 
recovery. We can do this by enhancing the 
biodiversity value of our land, alongside the 
operational tasks we perform every day. 

This year we continued to improve the condition 
of existing habitats through changes in 
management regimes of grassland and are on 
course to deliver biodiversity improvements at 10% 
of our sites. We also created a new £75,000 grant 
to fund small scale biodiversity improvements 
on sites ranging from owl boxes and bug hotels 
to habitat creation and enhancement. This work 
has been supported by the creation of our new 
Environmental Champions Network – a group 
which we intend to expand later in 2022.    

Alongside the work on our own operational sites, 
we are also contributing to the planting of  
11 million trees by 2030, alongside 11 other UK 
water companies. And we are working with 
our colleagues in Capital Delivery to create a 
standard of 10% biodiversity net gain on our 
engineering projects. 

Later in 2022, we will launch our Biodiversity Net 
Gain Masterplan which will include detailed plans 
for site enhancements and changes to our grounds 
maintenance; as well as outlining the role tree 
planting, wetland creation and future markets may 
play in our biodiversity and carbon offsetting plans. 
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Sustainability continued

Our approach to climate change 

Our approach to climate change 
Climate change impacts, amplified by population 
growth, present huge challenges to the water 
industry, particularly in the South East, and are a 
principal risk to Southern Water’s ability to operate. 
Mitigating this risk will make sure that we are able 
to maintain high-quality, resilient services for our 
customers. The diagram on page 60 provides an 
overview of our approach to climate change.

An increase in the number of storms is one 
negative impact of climate change we are already 
experiencing. As a result of Storm Eunice in 
February 2022, we lost power to 330 of our water 
and wastewater sites, as 112mph gusts of wind 
battered the South East of England. Despite this, 
we managed to keep taps running for the vast 
majority of our customers, with less than 300 out 
of 2.6 million experiencing a loss of supply (0.01%). 
We also managed to ensure that there were no 
major pollutions. We did this through the 24/7 
deployment of hundreds of additional people – 
including electricians, engineers and tanker drivers, 
and teams to remove trees and other debris that 
were blocking and damaging the network.

Mitigating our carbon emissions: We have 
responded to the climate emergency by 
committing to reach net zero carbon for the 
emissions associated with operating our services 
by 2030. In 2021–22 we can report that our 
emissions were 81.6 kilotonnes of CO2e  
(2021: 91 kilotonnes CO2e). We have maintained 
this performance due to the renewable-backed 
power that we have purchased from our suppliers 
since April 2021. For details on our emissions 
footprint see page 198.

Our use of energy: In 2021–22 Southern 
Water used 548,166 MWh of energy for water 
and wastewater operational purposes, a very 
slight decrease on 2020–21. Wastewater is the 
largest user of energy, accounting for 72% of 
consumption. Most of this energy is used to power 
our pumps and blowers. 

We also generated 71,612 MWh of energy in 
wastewater via our CHP engines, which offsets 
23% 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 2,264 MWh, helping to ease 
the need for imported energy at our supply works. 
We currently generate 15.85% of our electricity from 
renewable sources.

Capitalising on the treatment of bioresources is 
another way we are tackling our operational carbon 
emissions. We are reviewing options for our fleet 
of Combined Heat and Power (CHP) engines, 
considering financial, environmental, and other 
considerations, and as part of our wider energy 
and sludge strategy. We are also working to better 
understand our broader carbon emissions footprint. 
We have implemented a process to measure 
carbon emissions from our construction and 
refurbishment projects (see case study page 61) 
and have started a project to review the so-called 
‘Scope 3’ emissions from our wider value chain, as 
well as explore interim decarbonisation targets that 
align with the methodology of the Science-Based 
Targets Initiative.  

We will publish an update on our Net Zero Plan 
later in 2022 and include any capital investment 
required in our business plan submission to Ofwat 
for the period 2025–30.

Adapting to a changing climate: This year 
we published an updated risk assessment for 
Defra to demonstrate our approach to climate 
adaptation; this is our third such report. Existing 
plans looking at the long-term impacts of climate 
change include our Resilience Action Plan, Water 
Resources Management Plan, Drought Plan 
and Drainage and Wastewater Management 
Plans. Read our Climate Adaptation Report at: 
southernwater.co.uk/our-performance/reports/
climate-adaptation-consultation

Transparency and disclosure: This is the first 
year we are reporting against the Task Force for 
Climate-Related Financial Disclosures (TCFD). 
We fully support the TCFD and are committed to 
aligning our disclosures with its recommendations. 

Task Force on Climate-Related 
Financial Disclosures
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Below is a summary of how we are integrating climate-related risks and opportunities into our risk management and strategic 
planning processes. 

We acknowledge we have more work to do, including work we have started to mature our scenario assessment of climate-
related risks and opportunities, and developing our approach to climate-related financial impact disclosures.

Our response More information

Governance In 2021–22 the Board approved our Net Zero Plan 
and established an ESG Committee. The executive 
accountable for climate change is our Chief Environment 
and Sustainability Officer. 

Climate change is a principal risk, and the Risk 
Committee received an update on emerging risk that 
heavily featured climate change.

Executives at a Strategy and Regulation Committee 
reviewed the Climate Adaptation Report and approved 
our updated Carbon Policy.

Plans for 2022–23: ESG Committee to review 
broadening the approach to climate change 
adaptation and review progress on Net Zero Plan 
delivery. Executive-led review of wider climate change 
governance arrangements.

  Read more about our 
ESG Committee on 
page 143

  Read more about 
our principal risks on 
pages 112 to 120

The governance around 
climate-related risks and 
opportunities

Strategy Climate change is a key driver for our corporate strategy 
and long-term ambitions.

Third Climate Change Adaptation Report published, 
informing our risk management activities out to 2050. 

Net Zero Plan informing our business planning into 2030 
and beyond.

Climate change an integral part of our Environment Plan 
and environment strategy. 

Defining process and capabilities to embed climate 
change criteria in our Risk and Value investment 
business case process. 

Plans for 2022–23: Update on progress on our Net Zero 
Plan. Ongoing strategic planning to include net zero 
carbon target and long-term climate risk management. 

  Read about our Long-
Term Priorities on  
pages 50 to 51

  Read more on our 
environmental 
disclosures on  
pages 54 to 55

  Read our latest 
Net Zero Plan: 
southernwater.co.uk/
our-performance/
reports/net-zero-plan

  Read more on our 
Sustainable Finance 
Impact Report on 
pages 74 to 75

The actual and potential 
impacts of climate-related 
risks and opportunities 
on our business, strategy 
and financial planning

Southern Water Annual Report and Financial Statements for the year ended 31 March 2022 57

STRATEGIC REPORT



Our response More information

Risk management Physical and transition risks of climate change are 
integrated within our Enterprise Risk Management 
processes. They are identified as principal risks and 
reported to Audit Committee.

Published third Climate Change Adaptation Report: 
qualitatively assessed risks on two-degree and four-
degree scenarios; consulted with stakeholders.

Defining climate-related risks in existing processes for 
managing delivery of our investment programme. 

Climate change risks and opportunities assessment 
criteria included in ongoing updates to Water Resources 
Management Plan, Drainage and Wastewater 
Management Plans, and pathfinder projects under the 
Storm Overflow Task Force. Risk-based review, customer 
insights and stakeholder engagement are critical inputs.

Plans for 2022–23: Further assessment and modelling of 
physical climate risks. Formal identification of transition 
risks and risk management plans. Climate change 
and carbon assessments being included in our major 
infrastructure projects. Developing methodology to 
integrate climate change scenario planning in our long-
term investment plans.

  Read more about 
risks on pages 
108 to 120

  Read more about 
how we engage 
stakeholders on 
pages 46 to 47

  Read more about 
our Water Resource 
Management Plan: 
southernwater.co.uk/
our-story/water-
resources-planning/
water-resources-
management-
plan-2024

  Read about our 
Drainage and 
Wastewater Plans: 
southernwater.
co.uk/dwmp

  Read about Water 
for Life Hampshire: 
southernwater.co.uk/
our-story/water-for-
life-hampshire 

  Read our 
latest Climate 
Adaptation Report: 
southernwater.co.uk/
our-performance/
reports/climate-
adaptation-
consultation

How we identify, assess, 
and manage climate-
related risks

Sustainability continued

Our approach to climate change 

Southern Water Annual Report and Financial Statements for the year ended 31 March 202258

STRATEGIC REPORT



Our response More information

Metrics and targets Climate change features in our Enterprise Risk 
Management arrangements. It is a principal risk and is 
included in our Risk Taxonomy, with seven associated 
sub-topics used in the resulting risk profile.  

Established process for monitoring delivery of our Net 
Zero Plan and reporting to Executive Leadership Team.

Report scope 1, 2 and 3 emissions annually in line with 
Streamlined Energy and Carbon Reporting (SECR) and 
emissions assured by independent consultant.

Report emissions and energy data annually to the Global 
Real Estate Sustainability Benchmark (GRESB).

Ongoing work to measure and report our capital and 
process emissions.

Plans for 2022–23: Review scope 1, 2 and 3 emissions 
with a view to exploring interim carbon reduction targets 
that are aligned with the methodology of the Science-
Based Targets Initiative (SBTi).

  Read more about 
risks on pages 
108 to 120

  Review our GHG 
emissions data on 
pages 198 to 199

  Read our 
latest Climate 
Adaptation Report: 
southernwater.co.uk/
our-performance/
reports/climate-
adaptation-
consultation

The metrics and 
targets used to assess 
and manage relevant 
climate-related risks and 
opportunities

Task Force on Nature-Related Financial Disclosures:
Our relationship with the environment is vital to our business. Ensuring we act in a responsible, sustainable way is 
an essential part of how we work. We therefore welcomed the launch of the Task Force on Nature-Related Financial 
Disclosures and its publication of a prototype disclosure framework during 2021. 

We are reviewing the prototype framework and will continue to follow its development with a view to disclose how we 
manage nature-related risks and opportunities in alignment with its recommendations.
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Sustainability continued

Climate change strategy

Our climate change strategy is about 
adaptation and mitigation

Adapting involves 
adjusting our thinking, 

decisions and activities to 
the changing climate

Overlapping goals

How

How

Overlapping how

Mitigating aims to reduce the 
causes of climate change

20% reduction in internal and external 
sewer flooding incidents by 2025 

23% reduction in water supply 
interruptions by 2025 

Zero pollutions by 2040

Customer water use 100 
litres per day by 2040

Halve leakage 
by 2050

Nature-based 
solutions

Customer engagement 
and support

Partnerships 

Risk and Value 
process 

Risk and resilience assessments 
and investment plans

Low-carbon fleet

100% renewable grid 
electricity since April 2021

Land and marine projects 
(carbon storage and 

sequestration) 

Surface water management

Drought plans

Water Resources 
Management Plans

Bioresources strategy

Energy and water-efficient design

Measure and reduce 
process emissions

Renewable and low-carbon 
on-site energy

Sustainable abstraction 

Flood protection

Drainage and Wastewater 
Management Plans

Infrastructure design

Energy strategy

Net zero operational carbon 
emissions by 2030

24% electricity from on-site 
renewables by 2025

Net zero whole life carbon 
emission by 2050 

  Read our Net 
Zero Plan: 
southernwater.
co.uk/our-
performance/
reports/net-
zero-plan

  Read our Climate 
Adaptation 
Report: 
southernwater.
co.uk/our-
performance/
reports/climate-
adaptation-
consultation
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CASE STUDY

“We’ve been reporting on our operational carbon 
emissions for some time now, but we’re going a 
step further to include embedded carbon (also 
called capital carbon). It’s vital that we do this 
going forward if we’re to achieve our long-term 
net zero targets and fully build carbon reduction 
into our decision-making processes. 

“These new carbon accounting measurements 
will mean that we can better understand the 
positive or negative impact on carbon emissions 
of our investment schemes. This will allow us to 
better manage our impact on the environment 
and seize opportunities to be part of a lower-
carbon future. By looking at operational and 
embedded emissions, along with natural habitat-
based carbon emissions, we’re getting closer 
to considering whole-life carbon impacts, which 
will help us make decisions based on best 
value. We’re also driving for more lower carbon-
catchment and nature-based solutions alongside 
traditional engineering solutions (that typically 

involve the use of large amounts of concrete, 
energy or chemicals – all highly carbon emitting). 

“By 2030 we aim to be carbon neutral in terms 
of our operational emissions, and completely 
carbon neutral by 2050. We’ll continue to review 
our levels of emissions annually while also making 
sure that this thinking is embedded in our plans 
for the next price review (PR24). Over time, the 
level of detail in our reporting will increase as will 
our understanding of carbon management and 
how we can provide better options for the future.” 

Cigolene Nguyen
Head of Asset Systems and Processes

Stakeholders impacted
  

We’re measuring 
embedded carbon 
emissions for  
the first time

Net 
zero
operational 
emissions by 
2030.

Carbon 
neutral
by 2050.

Protecting and improving the environment
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Equality and diversity in an inclusive 
company – our five-year vision

Sustainability continued

Engaging and empowering our people

Promoting equality and broadening 
diversity across all levels
We promote a culture of inclusivity and want 
everyone working in our company to feel that 
they can bring their best selves to work every day, 
and work in a place where they belong. We were 
pleased to again have been included in the Top 
50 UK Employers, with our ranking improving to 
46th position (2020–21: 49). Our new five-year 
vision for an inclusive company sets out a number 
of initiatives and our new HR system will enable 
us to monitor trends. 

In March 2022, we launched our Equality, 
Diversity and Inclusion intranet. This space on 
the intranet is available for everyone working 
in our company to access a variety of tools 
and information, including the programme of 
campaigns that we are planning in this area  
over the next five years and employee  
resource groups.  

Our employee resource groups are evolving. We 
now have four and they are open to all employees, 
these are BE YOU (formerly LGBTQ+), Neurodiverse, 
Working Parents and the Women’s Network.

We have also been working with other 
organisations and initiatives to benefit from the 
increased opportunities that collaboration brings. 
Our CEO spoke at the Water UK Forum ‘Black 
Voices in the Water Industry: From Talk to Action’. 

We enabled 10 women to be mentored as part 
of the 30% club which promotes inclusion and 
diversity through cross-company mentoring. As 
part of this scheme, we also provided 10 mentors. 

There are many ways that we are promoting 
equality and diversity: 

• Joining the Women’s Utility Network in 
March 2022.

• Celebrating National Inclusion Week.

• Monitoring career progression and engagement 
with training/development to ensure that there 
is equal opportunity for our people.

• Working with our employee resource group to 
signpost the diversity days to celebrate and 
raise awareness.

• Developing a steering group and a working 
group to drive positive action in this area.

• Signing up to the Menopause Workplace 
Pledge in March 2022 and making guidance 
materials available on our ED&I intranet pages.

• Working collaboratively with industry partners, 
including EU Skills, Water UK, BITC.  

Our recruitment processes ensure that blind 
CV screening is used to remove any bias at the 
recruitment stage. We also monitor ethnicity 
recruitment statistics at each stage of the 
recruitment process – application, interview and 
hire – ensuring that we are creating a fair process 
for all applicants. We have seen an increase in the 
diversity of candidates applying for roles following 
our move to blind CV screening and the use of 
gender-neutral language.

Gender pay reporting

We publish a Gender Pay Gap Report each year. 
Our 2021 report stated that our median pay gap 
is -0.2% in favour of women, showing our pay is 
almost equal between men and women, and our 
employee group is made up of 25% women and 
75% men. The report highlights the three areas of 
continued focus as: leadership and accountability; 
knowledge and understanding; and interventions 
to empower diversity and inclusion. The number of 
women on our Board has decreased over the past 
year and we will look to address this in the future.  
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Being able to bring our  
best selves to work 

LGBTQ+

The BE YOU group helps us to focus our activities 
in this area.

In 2021, we were pleased to welcome Gareth 
Thomas as a guest speaker during Pride Month. 
Employees across the company were able to join 
the online call to see and hear this inspirational 
talk. We made the talk available afterwards on 
the company intranet to enable us to reach out to 
even more of our people.

To raise awareness of LGBT+ History Month in 
February, each week new content about how the 
company was celebrating was posted online and 
on our social media. We also flew the pride flags 
at our offices during the month as a visible sign of 
our inclusivity.

It is important to us that we show support in our 
community, as well as among our employees. We 
supported the Worthing Pride event in September 
2021 and we have assisted some LGBTQ+ 
focused charities. For example, on the Isle of 
Wight, we gave a community grant of £8,000 to 
the ‘Out on an Island – Together as One’ project, 
which organises pop-up befriender cafes in 
accessible venues, providing a safe space for the 
LGBTQ+ elderly community to get out and about 
and share stories, helping reduce stigma and 
social isolation.    

Disability

We aim to support colleagues in a variety of ways 
across a range of disabilities. For example, we use 
technology to provide the JAWS reading software 
to help people who are visually impaired.

The most recent addition to our work in this area 
is the Neurodiversity group. We invited colleagues 
to join the group to help raise awareness about 
neurodiversity and provide support for current 
employees and new recruits, as well as providing 
the right tools and support for managers. One of 
the objectives is also to help support employees 
who have neurodiverse family members and 
friends, all with the goal of enabling people to be 
their best selves.

Young people

The profile of people working in our company has 
shown an increase in young people (aged 16 to 24) 
over the past year rising to 4.7% (2020–21: 3.9%). 

We support young people working with us in 
different ways. The apprenticeships we offer 
give them the opportunity to work in our industry 
and gain experience. We also helped celebrate 
Apprenticeship Week by showcasing stories by 
apprentices on our social media. We also offer 
mentorship schemes. 

Social mobility 

We are pleased to support the government’s 
Kickstart Scheme. The scheme supports 16-24 
year olds who are on Universal Credit by providing 
funding to employers for targeted job creation. 
The funding lasts for six months and covers an 
initial set-up payment, the minimum wage and 
contributions for pension and national insurance. 
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Sustainability continued

Engaging and empowering our people continued

Health, safety, security and wellbeing

We take health and safety very seriously. Extreme 
weather events, such as Storm Eunice, test our 
incident management processes to the full and show 
the benefits of including health and safety at the 
highest strategic levels. 

Health and safety is a daily consideration for 
everyone who works with us, whether they are on 
the frontline or office-based.  

Following a review of health and safety 
training in 2021, we have committed to training 
operational managers to achieve their NEBOSH 
General Certificate at practitioner level and 
non-operational managers to be trained to IOSH 
standards. 

During 2022, we also conducted an independent 
health and safety assessment lasting three months. 
This broad and deep assessment looked at the 
effectiveness of our controls. The resulting series 
of findings and recommendations will be translated 
into a plan to be developed both by – and for – the 
operational team. Enabling the operational team to 
develop the plan that they will implement increases 
ownership and accountability.

Looking after our employees’ wellbeing 

The COVID-19 pandemic has affected many of 
us and we have put in place a variety of tools to 
assist our employees with their wellbeing and 
make sure that everyone feels supported.

Our approach to wellbeing is called ‘Balance’ 
and it focuses on five pillars. These are financial, 
mental, physical, career and social. From April 
2022, the Balance Roadshow went on tour, 
visiting 12 of our sites with information aimed at 
people working on sites. 

Understanding the need to support mental 
health, we made the Unmind app available to all 
our employees. It is an easy way to access daily 
mindfulness tips or short, tailor-made programmes 
straight from mobile devices. In the first half of 
2022, we partnered with the Brighton-based 
Grassroots charity to roll out mental health training 
courses. We also have over one hundred people 
now qualified as mental health first aiders. 

We have an Employee Assistance Programme 
(EAP) through BUPA that can help colleagues with 
all aspects of their wellbeing. This is available to 
all employees and their partners and dependants 
(over 16 years old) to provide help and guidance 
in the form of counselling, money management, 
consumer rights, parenting, divorce, family 
and relationship advice and landlord disputes.   

Additional support was provided to help people 
to manage issues relating to COVID-19, such as 
sleep, self-isolation and bereavement.

Other tools and benefits are available to help our 
people to find a wellbeing balance, for example, 
Perkbox – an online app – offering useful discounts 
on goods and services; and a Cycle to Work 
scheme to enable colleagues to source tax-free 
bikes. We also provide a Health Cash Plan available 
to all colleagues that supports them with day-to-
day health expenses such as dentist charges and 
optical health.  

During wellbeing week, our Executive Leadership 
Team took to the company intranet to tell their 
own stories and we continue to look at how we 
can make ‘Balance’ part of our culture.

Developing talent

We encourage all employees to keep learning and 
develop their knowledge and skills. Our Talent and 
Development team provides support to do this in 
a range of ways, whether that means connecting 
people to mentors, providing coaching or team 
development support, directing people towards 
apprenticeships or external learning providers, 
or our in-house blended training offerings. Our 
in-house training covers a mixture of courses, 
eLearning, social learning and experiential learning. 
Our experiential learning includes site visits, job 
shadowing and company lunch-and-learn sessions.  

A total of 18% of our people are being supported 
to undertake formal learning (this includes 
apprenticeships, degrees and qualifications) and 
informal learning (courses and certifications). Over 
the past year, we spent £1.4 million on training and 
development and the average number of learning 
days is 3.16 per full-time employee.

Our apprenticeship programme has seen 
8% of our people starting or completing an 
apprenticeship in the past 12 months. We featured 
highlights of our apprenticeship scheme on social 
media during Apprenticeship Week in February. 
In January, our Company Conversations monthly 
call focused on this subject, to help employees 
understand the opportunities available.

Regarding learning and development for 
managers, new managers are supported with a 
structured development programme to ensure 
they start off their management career with the 
right skills to enable them to deliver through 
their teams. Our line managers are supported 
in achieving qualifications through the Level 3 
and Level 5 management apprenticeships and 
our high potential senior managers have the 
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Challenge 24 programme where they can network 
and support other organisations in solving 
business problems.

We have launched a new recruitment brand – Dive 
Right In – to bring a more dynamic and inviting 
recruitment offering to the job market. This has 
already been displayed at recruitment fairs to 
engage new apprentices and military personnel, 
and we expect it to improve our company diversity.

A great place to work

Our culture dashboard helps us to monitor how 
we are progressing towards our vision of creating 
a workforce where all of our people feel that they 
belong. We measure this through our engagement 
surveys which have shown a slight improvement 
with an increase in engagement of 0.04 making 
our score 3.94 out of 5 for 2022.  

We saw an increase of 2% in our overall active 
engagement improvement. Our belonging index 
improved by 0.09 to 4.12 (out of 5) and manager 
engagement improved by 6%.

Being an inclusive employer is important to us. 
We try to make sure all employees have access to 
information and are kept informed. One example 
of this took place during our response to Storm 
Eunice, where we kept all our employees updated 
on the work and progress of our incident teams 
throughout this disruptive storm. 
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Working in partnership with local 
charities and schools

Sustainability continued

Supporting our communities

Over the past year, we have supported our 
communities with our Community Grants Scheme, 
outreach activities and employee volunteering. 
We have worked in partnership with stakeholders 
to make sure our community programmes are 
supportive and responsive to the changing needs 
of the communities we serve.

Helping charities

Our Community Grants scheme supported projects 
across Kent, Hampshire, West Sussex and the Isle 
of Wight. A Community Action Group made up of 
employees, customers and young people assessed 
over 200 applications received, to fund schemes 
across a variety of charities and community groups 
of all sizes operating in our region. The Group 
approved 80 projects. Projects and charities 
supported include the Mountbatten Hospice in 
the Isle of Wight, the South Downs National Park, 
Sheppey Matters, the Waterlooville Action Group, 
Adur Community Café and the Trussel Trust.

Volunteering

All our employees have the opportunity to use 
two of their workdays per year to volunteer in 
the local community. Our volunteer teams have 
been supporting a range of activities including 
building bike tracks for schools, beach cleaning, 
mock interviews, mentoring and community 
garden activities.

Supporting events 

We also support events and, this year, we once 
again supported The Brighton Festival that took 
place in May. The festival brought people back 
together in a safe way, enabling the community 
to celebrate arts and culture together at many 
different events.

Engaging with schools

While we were not able to carry out our usual 
number of educational talks due to the pandemic, 
we still managed to give some face-to-face 
and online talks to schools, as well as to adults 
and non-school groups. The talks cover topics 
including the water cycle, water saving, three 3Ps, 
how wastewater is cleaned, protecting our rivers, 
unflushable items and climate change. Online 
resources and activities were increased and three 
new films were created and trialled. 

We are part of We Are UK Water, which is made 
up of education teams from 12 collaborating UK 
water companies. We all came together to host 
live events and create activity packs for World 
Toilet Day and World Water Day over the past 12 
months. For the World Toilet Day event, 16 schools 
in our area registered to take part, and 40 schools 
registered for World Water Day in March 2022. 

We are working in partnership with The South East 
Rivers Trust (SERT) and Wessex Rivers Trust to 
spread the vital message that we all need to save 
water to protect our precious environment and 
ensure life can thrive in and around our rivers.  The 
South East Rivers Trust (SERT) and Wessex Rivers 
Trust are piloting educational sessions to support 
the curriculum, these include river dipping and 
outdoor learning activities, initially taking place at 
three river sites in Kent and Hampshire. 

Trial sessions are booked for June 2022, 
where primary school children will be invited to 
experience the river environment, to encourage 
long-term river-friendly behaviour and learn about 
saving water too. A full launch is planned for 
September 2022, when we want to reach a further 
5,000+ children, alongside our investment into 
our ongoing schools engagement programme and 
plans to open sites for school visits.
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CASE STUDY

Helping young adults 
in hospice care

£20k
donation to 
Mountbatten 
Hospice.

adult treatment without travelling to the mainland. 
They were extremely isolated. By funding young 
person-specific support on the island, we have 
made a huge difference.”

Nigel Harley, CEO at Mountbatten, said: “We are 
so pleased Southern Water’s youth panel has 
chosen to award this money to Mountbatten.

“We offer advice and support from a specialist 
nurse who is available for the young adults who 
are referred. We also offer activities including 
creative therapies and relaxation, but more 
importantly, it brings people together, giving 
the chance to make new friends and grow in 
confidence and self-esteem. 

“This funding will directly benefit young people 
living on the island needing the support of our 
specialist services.”

Alex Willumsen
Community and Partnerships Programme Manager

Stakeholders impacted
  

“Our Community Action Group – made up of 
employees, customers and young people – 
selected the Mountbatten Hospice to receive a 
£20k community grant to fund a project to support 
young adults, with life-shortening conditions, to 
manage their transition from paediatric to adult 
health services. 

“This project was set up in 2017 for young adults, 
aged 14 to 25 years, and offers a personalised 
mix of clinical, social and psychological care and 
support. It also includes a social group that meets 
at the hospice every week and offers a range of 
activities including music and art lessons. In fact, 
since the social group was formed, two patients 
have met and fallen in love and were married in 
front of family and friends at the hospice in June 
this year. 

“The money we’ve awarded will help to fund a 
nurse, three days a week, to support the young 
adults visiting the hospice. There were no social, 
art and support groups for young people needing 
hospice care on the island prior to our funding, 
which meant they had to travel to the mainland for 
treatment and couldn’t access any social activities 
appropriate for their age group or specialist young 
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CASE STUDY

“We’re always looking for ways to improve our 
water treatment processes. The number of people 
our treatment sites serve is growing all the time so 
we need to make sure that we can treat the raw 
water we take from the environment as quickly as 
possible while maintaining strict quality standards. 

“The Drinking Water Inspectorate had asked 
us to replace some of the filtering equipment 
at our Otterbourne Water Treatment site with a 
more resilient long-term solution, so I have been 
leading a pilot trial of two new ceramic membrane 
filtering processes. 

“The design and installation is being done at small 
scale, in a live environment, to allow the testing 
of this new technology across all aspects of the 
cycle, from the quality of the filtration it provides 
to the potential future costs of installing this 
equipment at scale.

“This improved filtration technology means that 
the quality and quantity of the water processed 
through the site is greatly improved, which means 
we can more quickly and effectively supply our 
customers in the area with the essential, high-
quality water they need as demand continues 
to grow.”

Chris Hall
Project Manager

Stakeholders impacted
   

Always improving 
water quality

2
pilot schemes 
will improve water 
quality. 

Ensuring a high-quality supply of water for the future
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CASE STUDY

“It’s been a really exciting year for our team as 
we’ve finally launched our new employee value 
proposition. It took months from start to finish, 
working with our Communications team and 
colleagues from across the business to trial and 
test the attributes that would really bring to life our 
Water for Life brand.

“We engaged with people from across every level 
of the company, from operators to executives, to 
find out what they wanted Southern Water to be 
known for, and how they wanted us to behave. The 
attributes that we developed from this insight have 
been created to enable everyone to communicate 
with current employees and prospective candidates 
in a much more joined-up and consistent way. It’s 
all about empowering and encouraging our people 
to play to their unique strengths. It will help us to 
broaden our employee diversity, and show our 
commitment to ED&I.

“We’ve started to use some of the messaging 
across our recruitment and internal 
communications channels already. The feedback 
we’ve had so far has been fantastic, particularly 
from some of the candidates we’ve met at 
recruitment fairs over the past few months. It’s 
really helping us to engage new and more diverse 
audiences and have different conversations with 
our colleagues.”

Simon Dickinson
Recruitment Manager

Stakeholders impacted
  

Diving right into our 
new employer brand

Engage
Our new employer 
brand is helping 
us to reach new 
audiences.

Enable
New brand tools are 
enabling different 
conversations with 
existing and new 
employees.
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Meeting our suppliers’ needs in a 
rapidly changing economic environment

Sustainability continued

Delivering value for suppliers

The evolving nature of the COVID-19 pandemic, 
BREXIT and rising costs have combined to bring 
into sharp focus the need to work collaboratively 
with our partners to create increasingly 
transparent multi-tier supply chains. It is also vital 
that we manage those relationships to create a 
culture of excellence, which drives engagement, 
reinforces our values, and nurtures trust. This 
is particularly relevant to those supply partners 
critical to the delivery of our business outcomes. 

A further area of key focus has been around our 
energy supply chain to ensure we continue to 
review carbon savings in support of our Net Zero 
Plan published in 2021. 

We have continued our proactive and 
collaborative procurement strategy, delivering a 
total £14.9 million in-year efficiency. We have held 
more than 233 sourcing events to deliver the right 
partners to help us achieve our business outcomes. 

We have started to develop our strategy to 2030 
to create a resilient, sustainable, outcome-based 
supply chain able to adapt to shocks, contribute to 
business performance and enable us to achieve 
our environmental and customer ambitions. We 
want to create a collaborative, diverse, sustainable, 
robust and inclusive supply chain that is invested 
in our long-term strategy and supports innovation. 

We have re-imagined our contract management 
approach, ensuring that we more effectively 
manage, monitor and control supply chain risks 
through the development and launch of a Contract 
Management Centre of Excellence. We have 
developed a best practice contract management 
framework and are now working in partnership 
with colleagues to reduce risk, generate financial 
benefit and better reflect our core values. 

We are embedding a coordinated and 
standardised source-to-pay approach 
through improvements to current systems and 
streamlining of our purchase-to-pay process to 
ensure best practice purchasing and improve 
financial governance.

We have continued to evolve our critical 
partner Supplier Development programme, 
evaluating current programmes to promote open 
collaboration and information sharing across 
partners. Through an open collaboration forum, 
the Integrated Supply Chain Group (ISCG), 
key deliverables and metrics are tracked to 
understand programme delivery risk and ensure 
actions are shared. 

Construction costs have increased over the past six 
months, and more recently cost pressures have been 
increased due to the war in Ukraine. We continue 
to work with our partners to consider collaborative 
ways to maintain the affordability of schemes and the 
continuity of services for our customers.

We have continued to optimise our energy supply 
chain to achieve our net zero ambitions. Since April 
2021 all electricity purchased has been green and 
we have procured Renewable Energy Guarantees 
of Origin for each year beginning in April 2021 
through to April 2024. These actions have 
contributed to a reduction in our carbon footprint.

We remain committed to driving sustainability 
within our supply chain to minimise our 
environmental impact. Mandatory training 
has been introduced for all Procurement and 
Commercial employees, specifically CIPS Ethical 
Procurement and Supply module. We will continue 
to invest in a wider programme of training and 
education. Also, following the launch of our 
Supplier Code of Conduct, we are in the process 
of attesting compliance using best practice 
validated sources. 
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s172(1) Statement

Ensuring effective stakeholder engagement

Under section 172 of the Companies Act 2006, directors need to consider 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. Southern Water 
and its Board engage with a variety of stakeholders through various mechanisms, 
including membership of stakeholder panels, regular meetings with stakeholders, 
public meetings as well as speaking to people and visiting operational sites.

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 an increased need for awareness of customer views. 

The needs of our customers are a top concern of the Board, particularly where they may 
face significant challenges, whether these be financial, physical or mental health-related, 
as a result of the COVID-19 pandemic and current economic situation in particular. The 
Board receives regular updates from our Vulnerability team which has been working 
directly with third-party support organisations in the community. Dame Gillian Guy, the 
former Chief Executive of Citizens Advice, who serves as an independent non-executive 
director, 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. Our CEO has also appeared in front of the UK Parliament’s Environmental 
Audit Committee and gave evidence in support of the committee’s investigation into 
water quality in rivers. The company’s Chief Environment and Sustainability Officer  
ensures that appropriate focus is given to this important area.

The Board receives regular updates on compliance and regulatory matters, 
regulators’ reports and enterprise risk throughout the year. The Board is also 
updated on our culture, employee engagement and ethical business, including the 
annual review and approval of the Code of Ethics.

Kevin McCullough, an independent non-executive director, has the remit of engaging 
with the company’s workforce and ensuring that their views are communicated to 
the Board. As mentioned last year, since the start of the COVID-19 pandemic, our 
CEO has held fortnightly ‘Company Conversations’ with the company’s workforce 
which address a variety of topics, including Southern Water’s performance. 

These forms of engagement are supported by regular Gallup all-employee surveys. 

The CEO, Ian McAulay, is a member of the Greater Brighton Infrastructure Panel, 
which focuses on capital infrastructure in the sub-region. 

Regular meetings between senior representatives of our key regulators – Ofwat, the 
EA and the DWI – and our senior executives and Chair take place, in order to discuss 
our performance and compliance, as well as our plans for the future.

Since the major investment by a fund managed by Macquarie Asset Management in 
the company, the three shareholder-nominated directors ensure that the views of the 
company’s major shareholder are communicated. In addition, the Board and executives 
have engaged extensively with the new investor, including through various ‘deep-dives’ 
into aspects of the company and in terms of developing the company’s strategy.

In order to make effective decisions, 
the Board needs to take into account 
the interests of our stakeholders.

How the Board is kept informed 
of stakeholders’ interests

 Customers

• Regular reporting on customer 
metrics and performance.

 The Environment

• Reports from management 
covering: environmental 
stakeholders; briefings from 
Chief Environment and 
Sustainability Officer; and 
dedicated internal Catchment 
Risk Management team.

 Communities

• Reports of participation in 
local community groups.

 Employees

• ‘Workforce engagement’ 
director 

• Employee panel 

• Speak Up (independent 
whistleblowing service)

• Regular reports on employee 
health and safety and wellbeing  

• Employee engagement results 

• Culture plan and dashboard.

 Regulators

• Regular meetings between 
Chair and CEO and the senior 
leadership of our regulators 

• Reports from management 

• Regulator annual reports and 
key correspondence.

 Suppliers

• Regular reports on supplier 
performance and matters, 
including health and safety 
performance.
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Overview
Section 172(1) of the Companies 
Act 2006 sets out several 
factors which the Southern 
Water Board takes into account 
in its activities and decisions.

Section 172 
considerations key:

   Likely consequences of 
decisions in the long term

    The interests of the 
company’s workforce

    The need to foster 
relationships with 
suppliers, customers 
and others

     Impact of operations 
on the community and 
environment

    Maintaining high standards 
of business conduct

    The need to act fairly 
between members of the 
company

   For more information on 
how we take into account 
the interests of our 
employees, please refer to 
pages 62-65, 158-159.

Pollutions performance

Link to Section 172 considerations
     

Long-term impact

Investing for the long term, with focus on the impacts of climate change.

Community and the environment

Ensuring that the company’s environmental impact is minimised, enabling water 
resources and the natural environment to be enjoyed long into the future.

Maintaining high standards of business conduct

Minimising the number of pollution incidents, or mitigating their impact where 
they do occur, and acting as a good ‘corporate citizen’.

Outcomes and actions:

Investing £145 million as part of our Pollution Incident Reduction Programme to 
reduce the number of pollution incidents by over half (compared to 2019) by 2025.

Adopting a more proactive approach to maintenance of our sites, including 
identifying those sites at greatest risk of a pollution incident and taking 
steps to address the underlying causes. In particular, the Board focused on 
improvements to pumping stations and installation of improved sensors to both 
increase resilience of our network and to provide earlier warning of when a 
pollution incident may occur, thereby improving our response time.

Creation of pathfinder projects to cut storm overflows, and maintaining active 
engagement with the UK Government and regulators on this matter.

Additional investment in our network to improve resilience and creation of an 
in-house tankering capability.

Link to risks: 
Customer; Wastewater; Compliance; Corporate Affairs; Health and Safety; 
Financial

Link to strategy: 
Deliver great service; Protect and improve the environment; Fit for the future

  Read more on page 84

Sustainability continued
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Investing for the future

Link to Section 172 considerations
     

Long-term impact

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

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.

Shareholders

Engaging with our shareholders and obtaining their 
support for our investment plans.

Outcomes and actions:

In September 2021, a fund managed by Macquarie Asset 
Management became the group’s majority shareholder 
with an investment of £1 billion, enabling the company 
to invest further in its network and accelerate its 
transformation programmes.

Minimising the impact of the storms in late 2021 and early 
2022 in order to maintain supply of essential services 
to customers. This was done through a combination of 
proactive measures to improve resilience and emergency 
response to ensure that customers can continue to access 
our services in the event of loss of supply.

Major investments in our network, including £18 million 
in Budds Farm Wastewater Treatment Works.

Supporting 140,445 customers in need of some form 
of financial assistance and assisting our customers in 
reducing their water consumption.

Investing a record amount while reducing our bills by 1.3%.

Link to risks: 
Water; Wastewater; Financial; Resources; Climate 
Change; Delivery; Compliance; Customer

Link to strategy: 
Deliver great service; Use water wisely; Protect and 
improve the environment; Fit for the future

  Read more on pages 88 to 91

Protecting the environment

Link to Section 172 considerations
     

Long-term impact

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

Take steps to mitigate and adapt to 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:

Launching of the Save Our Harbours initiative to protect 
Chichester and Langstone harbours from nitrates and 
phosphates and investment of £72 million to meet new 
phosphorus limits.

Creation of our Storm Overflow Task Force, working with 
partners in five communities across our region.

Increasing the size of our leakage team and employing 
new tools and techniques to find and fix leaks as part of 
our commitment to halve leakage by 2050.

Moving to a 100% renewable energy tariff as part of our 
commitment to being net zero by 2030.

Actively engaging with the UK Government and 
regulators as part of initiatives to improve the quality of 
the UK’s rivers.

Link to risks: 
Delivery; Resources; Corporate Affairs; Climate Change; 
Compliance; Water; Wastewater; Financial

Link to strategy: 
Use water wisely; Protect and improve the environment; 
Fit for the future

  Read more on pages 83 to 87
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Sustainability continued

Sustainable finance

Overview
Sustainable financing opportunities are 
increasingly being used by businesses to 
deliver projects as part of their overall business 
strategy. Our purpose as a business to provide 
water for life, exists against a backdrop of 
impacts from climate change and a rising 
population. Serving our customers long into the 
future means we need to drive improvements 
across key areas of the business, while 
protecting and enhancing the environment that 
we live in. Sustainable financing is helping us 
on our journey to a water resilient future.  

Our sustainable financing framework
Our Sustainable Finance framework was 
published in 2020. Under the framework, 
we can raise green or social bonds, or both. 
The framework supports the financing and 
refinancing of our water, wastewater and waste 
management investments and activities across 
our region. These activities must demonstrate 
environmentally sustainable outcomes.

The framework was developed according 
to the ICMA (International Capital Market 
Association) principles for green bonds, social 
bonds and sustainability bonds and the Loan 
Market Association’s Green Loan Principles, 
Sustainability Linked Loan Principles and KPIs. 

Our sustainable bond investment
We have raised £1,125 billion in gross proceeds 
from sustainable bonds across two issuances:

• £825 million in May 2020

• £300 million in March 2021.

A total of £350 million was used to refinance 
projects completed during the previous 
business plan period (2015–20). The remainder 
is to support the funding of projects in the 
current five-year business plan to 2025.

Projects included need to meet a minimum 
number of social and environmental criteria, as 
well as having a capex addition value of above 
£500,000 in the year.

Social criteria: 

• Affordable basic infrastructure 

• Access to essential services 

• Food security 

• Socio-economic advancement and 
empowerment.

Green criteria:

• Renewable energy 

• Energy efficiency 

• Pollution prevention and control 

• Sustainable water and wastewater 
management 

• Environmentally sustainable management 
of living natural resources and land use 

• Climate change adaptation 

• Eco-efficient and/or circular economy, 
adapted productions, production 
technologies and processes.

Sustainable finance is helping us provide 
water for life for generations to come

£1,125
million raised in 
sustainable 
bonds
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Sustainable bond schemes
Our sustainable bonds support projects in both 
water and wastewater. The projects funded 
have been grouped into three areas: pollution 
reduction, compliance and leakage.

Examples of projects where we have used 
sustainable bond investment are: 

• Compact treatment works underground 

• Reservoir works

• New connections work 

• Breaking down the run-offs from farms 

• Replacement of failed linings in antiquated 
sewers 

• Improving the quality of sewers.

The impact of our sustainable 
investments
Our sustainable investments across pollution 
reduction, compliance and leakage have 
a number of positive impacts in each of 
these areas.

Pollution reduction: Investment in this area 
means reduced pollutions, investment in greater 
operational efficiencies, pollution prevention 
and flooding control and compliance. 

Compliance: Our projects in this area promote 
improved drinking water quality and greater 
operational efficiency.

Leakage: Projects in this area achieve 
improved water efficiency and increased 
capacity for population growth.

Governance
Projects are assessed for their eligibility to the 
portfolio by a committee consisting of members 
from our Treasury, Strategy and ESG teams.

The full capital programme of investment is 
overseen by our water and wastewater strategy 
groups and projects are monitored throughout 
their life cycle. Business cases are used to 
propose asset investments with different 
boards or ‘gateways’ giving approval as the 
proposal progresses through the approvals 
process. This process includes identification 
of risk, solution selection, and cost and benefit 
analysis. Eligible projects are reviewed and 
approved by our Investment Committee and, 
where required, by our board.
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  Read more: 
southernwater.
co.uk/our-story/
investors




