OVERVIEW

Always improving, for the
benefit of our customers,
the environment and our
communities
We are committed to making a positive impact. This means ensuring all
our customers have access to high-quality, affordable and efficient water
and wastewater services.
Investment in our people, our communities and the environment is at the heart of our strategy
and we always prioritise the needs of our customers and stakeholders.

Our
customers and
communities

We work hard every day
to ensure that we are
improving our customer
experience and having
a positive impact on
our communities.

The
environment

Our
people

Our
future

We are always improving
our processes and systems
because we want to be
a business that leaves the
planet a better place.

We are continually working
to build the skills that our
employees need, to ensure
they can collectively shape
a sustainable future for
our industry.

Our ambitions mean we
need to take bold action.
We have a clear vision to
create a resilient water
future for our customers
in the South East.
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Always improving, for the
benefit of our customers
and the environment
Reducing debt and
supporting our customers

We have ambitious goals
and can only reach them
with the support of our
people and communities.

Vulnerability Lead Rachel Ryan-Crisp
describes how our new hardship fund is
offering debt relief, bill reductions and
tailored financial support to our customers.
	Read more on page 17

Support to get back Home and Well
Vulnerability Liaison Officer Stuart Bailey talks about
how the Home and Well partnership is supporting our
customers leaving hospital.

Understanding
and supporting
our customers
and communities

	Read more on page 45

Tackling blockages at a local level
Fat, Oil and Grease (FOG) and Unflushables Manager
Elvira Gabos explains how our local approach to
tackling blockages is helping more customers.
	Read more on page 35

Understanding our impact
Head of Asset Systems and Processes Cigolene Nguyen
explains how we are measuring the carbon embedded
in our construction programmes for the first time.
	Read more on page 61

Reducing the use of
storm overflows

Protecting and
improving the
environment

Head of the Storm Overflow Task Force,
Dr Nick Mills explains how we are
collaborating to reduce flooding and the
use of storm overflows across our region.
	Read more on page 39

Improving the health of our harbours
Senior Environmental Strategy Specialist Henry Badman
outlines the importance of partnership working through
our Healthy Harbours Summit in Hampshire.
	Read more on page 31
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Supporting young
adults in our community
Community Partnerships and Programme
Manager Alex Willumsen explains how a
donation to the Mountbatten Hospice on
the Isle of Wight is changing the lives of
young adults with life-limiting illnesses.

Enabling and
empowering
our people

	Read more on page 67

Dive right into
Southern Water

We are constantly
innovating to meet our
promises and prioritise
the current and future
needs of our customers.

Always improving
our water treatment
Project Manager Chris Hall is leading a pilot
to test innovative new filtering technology
at our Otterbourne Water Treatment Works,
improving water quality for our customers.
	Read more on page 68

Recruitment Manager Simon Dickinson
talks about how our new-look employer
brand is helping future employees and our
communities get a better understanding
of who we are and what we stand for as a
business.
	Read more on page 69

Ensuring a
supply of highquality water
for the future

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

03

OVERVIEW

Our purpose, vision, strategy and values
Our strategy defines how we operate. Our purpose, vision
and values provide the strong cultural framework that informs
our decision-making and business strategy.

Our purpose

Our vision

Our strategy

Why we exist

Our ambition

How we achieve our purpose

We provide
water for life to:

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

The current five-year
planning period:
our strategy for
2020–25

enhance health
and wellbeing

Deliver great service

protect and improve
the environment

Use water wisely

sustain the
economy

Protect and improve
the environment
Fit for the future

	Read more about how our
purpose informs our LongTerm Priorities on page 50

	Read more about our
performance on pages 76 to 91

Our governance

Our approach to risk management

Our Board draws on both the principles of leadership,
transparency and governance published by Ofwat, as
well as those of the UK Corporate Governance Code.

Designed to provide a clear and consistent framework
for managing and reporting risks associated with
our operations to executive management and to
the Southern Water Board. The framework seeks to
promote better decision-making, avoid incidents and
encourage the best outcome for our customers, the
environment and our company.

	Read more on governance on pages 136 to 193

	Read more on risks on pages 108 to 120
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Our values

Our culture

Fundamental beliefs that underpin everything we do

Ethical foundation enabling better decisions every day

Our three values sit at the core
of our ethical decision-making
framework.

Ethical decision-making and modern
compliance frameworks sit alongside
our vision, purpose and values, helping
our leadership team, employees and
partners to do the right thing.

Succeeding
together

Doing the
right thing

Always
improving

	Read more about our culture on page 27

Our approach to sustainability
To deliver what our customers and stakeholders want and expect from us, we need to go beyond regulatory compliance to
demonstrate long-term stewardship of the environment, deliver social value and ensure we are responding to our customers’
and stakeholders’ needs as we plan for the future.

Environmental

Social

Governance

• We have refreshed our approach
to environmental management
to reduce our carbon emissions
and water usage and optimise our
positive impact on wildlife
and habitats.

• In recognition of our continued
focus on workplace diversity, we
have reached Number 46 on the
Inclusive Top 50 UK Employers
List for 2021, moving up from 49
in 2020.

• Our Risk Committee was
reconstituted as the Health and
Safety and Operational Risk
Committee, helping to continually
develop a safety culture across the
organisation.

• We have considered the
recommendations of the Task
Force on Climate-Related
Financial Disclosure (TCFD),
explaining how we are managing
the impacts of climate change by
reference to governance, strategy,
risk and metrics.

• In partnership with the Department
for Work and Pensions we have
offered a range of six-month
placements at water treatment
sites across our region, as part of
the Kickstart Scheme.

• Our newly established Environment,
Social and Governance Committee
is responsible for our material
environmental, social and
governance matters, supporting us
in delivering our desired ambitions,
performance plans and positioning.

• Our asset management strategy
is improving our understanding
of the risks across our network
through better use of real-time
condition data.
	Read more on pages 54 to 61

• We have offered financial
assistance to 140,445 customers
during 2021–22 (2020–21:
122,434) and increased the
number of customers on our
Priority Services Register by 56%.
	Read more on pages 62 to 70,
and page 79

• The Board remains committed to
ensuring the company’s culture is
founded on ethics, integrity and
the company’s values. During
the year we have added an
assessment of maturity in Ethical
Business Practice to our Statement
of Compliance return templates.
	Read more on pages 136 to 193
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Southern Water at a glance
What we do

We are constantly innovating to meet our
goals and prioritise the current and future
needs of our customers and the environment
Engaging with our stakeholders
To create a resilient water future, we must work with
our customers and key stakeholders to co-imagine and
co-create solutions in all aspects of our business.
	Read more about our stakeholders on pages
44 to 49

Driving innovation and
fostering partnerships
Our bluewave innovation hub has been part of eight
successful collaborative bids for funding in Ofwat’s
£200 million Innovation Fund, which will support
programmes including catchment management, asset
management and water safety planning.
	Read more on catchment management on page 54

Key facts about our operations

Treating and
storing water

 leaning and returning
C
wastewater

1,371m 367
Average daily
wastewater
received in litres

Wastewater
treatment
works

People served
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Service
reservoirs

80

Treatment
works

Delivering water
to customers

 emoving
R
wastewater

4.6m

204

3,476

Pumping stations

556m

Average daily water
supply in litres

2.6m

People served
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Where we do it

Our region is as diverse as
the communities we serve
Covering more than 700 miles of coastline, national parks and forests, as well as numerous Areas of Outstanding Natural
Beauty, each community across our region presents its own challenges and opportunities as we plan for the future.

Understanding the key matters impacting the South East

Environmental

Investment

Social

As our climate continues to change,
we need to adapt to protect our
local environment and improve it
where we can.

We know storm water releases
have a huge impact on our coastal
communities and local economies,
so we are working hard to find
new ways to manage the impacts
of increased storms and surface
water run-off on our networks
and sites. As part of a larger
investment programme across our
wastewater network totalling more
than £400 million:

We work with our Community
Action Group of employees and our
Water Futures 2030 panel, made
up of young people and customers,
to make sure that any donations we
make go where they are needed
most. Over the past year:

•

•

•

Our region is water-stressed
and Hampshire in particular is
facing acute water shortages.
We must reduce how much we
take from local rivers to protect
precious ecosystems from
population growth and rising
demand. We are investing
£147 million in new sources,
including Havant Thicket
reservoir (with Portsmouth
Water), water re-use and water
transfers, to keep taps flowing
and our local rivers healthy.
Following £30 million of
upgrades at our wastewater
treatment works in Hailsham,
less phosphorus will be
discharged into the Pevensey
Levels (a Special Area of
Conservation and Site of Special
Scientific Interest). This will
prevent excess nutrients from
stifling biodiversity.
We have committed £400,000 to
complete a first-of-a-kind survey
of Thanet’s entire drainage
system to identify ways to
protect customers’ homes from
flooding and our coastline from
potential pollution.

•

•

•

We are making £18 million of
upgrades at our Budds Farm
Treatment Works – including
new storm tanks and pipework
– to increase its capacity and
provide greater resilience
during extreme weather.
We led the Harbours Summit
with key partners to address the
declining health of Chichester,
Langstone and Pagham
harbours and agreed joint steps
to restore these habitats. We
are taking action by investing
£72 million by 2025 to improve
the local water quality.
We are completing £21 million
of upgrades to 2025 at
our Swalecliffe Wastewater
Treatment Works, including
lengthening the site’s short
sea outfall, to enhance the
coastline and reduce any
impact on water-based leisure
and business.

•

Seventeen charities and
community groups in Hampshire
and the Isle of Wight shared a
total of £104,000. They included:
Citizens Advice Swale, Sandown
and Shanklin Independent
Lifeboat Service, Horndean
Infants, Off the Record South East
and One Community.

•

Twenty-two causes across
Sussex received grants totalling
£132,000, including: 4 Sight
Vision, B+H Food Partnership,
Chestnut Tree House, CPRE
Sussex, Equine Partners CIC,
FareShare Sussex, Spear Brighton
and Sustainable Sussex.

•

Nine charities and community
groups in Kent shared a total of
£68,000 in 2021–22, including
Dandelion Time, Kentish Stour
Countryside Partnership, Martha
Trust, Romney Marsh Day Centre
and Sheppey Matters.

	Read more about how we are meeting the needs of our regional stakeholders on pages 44 to 49
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Highlights and challenges

Value delivered to communities, the environment, our employees and suppliers

The environment, and our role in
protecting and improving it, is central
to every decision we make
	Read about
our Storm
Overflow
Task Force on
page 39

	Read about
our Harbours
Summit on
page 31
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Environment
Overview of performance
•

Our dedicated Storm Overflow Task Force was launched in November 2021. Its five
groundbreaking pathfinder projects align with our ambitious £1.5 billion investment programme,
which will set out what will be needed from Southern Water and others to achieve a significant
reduction in pollution incidents.

•

The world’s focus on COP26, the publication of the Environment Act and the impacts of extreme
weather all served as timely reminders of the need to continue to drive energy efficiency, invest in
low-carbon nature-based solutions and increase our renewable energy generation.

•

Mitigating and adapting to the damaging impacts of climate change remain key priorities. We
published our Net Zero Plan in July 2021 and our third Climate Change Adaptation Report in
December 2021.

•

Our Catchment First programme continues to help reduce nitrogen leaching into the region’s
water sources, protecting them from plant and algal growth which can clog water sources and
deprive them of oxygen.

Future plans
•

We welcome the new mandatory requirement for Biodiversity Net Gain (BNG) outlined in the
Environment Act 2021. Later in 2022 we will launch our BNG Masterplan.

•

We will continue to lead efforts to protect and restore Chichester, Langstone and Pagham
harbours, funding and facilitating a stakeholder group to drive the use of the newly created
natural capital baseline to agree environmental targets for improvement.

•

We will publish a new sludge management strategy, finalise plans for Combined Heat and
Power units on our sites and begin the roll out of our largest ever solar programme in 2022.
We are also looking at our offsetting requirements and emerging carbon market creation
along our coastline.

•

We will continue to move towards compliance
with the Task Force for Climate-Related
Financial Disclosures (TCFD) and we aim to
be fully compliant for 2023–24.

•

Reducing our use of single-use plastics
remains a priority. Later this year we will
publish an update to our policy and
commission a new audit to assess our
progress to date. We will continue to
support the national Refill campaign and
City to Sea’s plastic-free Rethink Periods
programme, which aims to reach 500 schools
across our region by the end of 2022.
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Communities
Overview of performance
•

Southern Water donated over £300,000 to regional causes, supporting local charities,
community and volunteer groups with vital funding.

•

Our employees delivered 1,438 hours of employee volunteering in 2021–22, including beach
cleaning, building bike tracks for schools, stream clearing and community garden activities.

•

We funded two school rain gardens in Sussex, supporting outdoor learning and helping children
understand the value of our underground water supplies.

•

We supported four independent lifeboat teams across the Isle of Wight and Hampshire to help
them stay equipped and on the water.

•

Our employee mentoring programme was launched offering support to young people in West
Sussex through mock interviews and employability groups to explore opportunities in the
water industry.

	Read more
on pages
66 to 67

Future plans
We are in the process of expanding our Community team to deliver a refreshed engagement
strategy. This includes:
•

School visits, community talks, site tours, Science, Technology, Engineering and Mathematics
(STEM) activities, apprenticeships and mentoring.

•

Targeted community outreach, support for communities affected by our capital schemes and
expanded volunteering services.
Improvements to our operational sites to increase biodiversity and help educate our
communities to be more water efficient.
Further community and customer hardship grants.

•
•
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Highlights and challenges

continued

Value delivered to communities, the environment, our employees and suppliers continued

We directly employ over 2,000
people and work hard to build new
capabilities to deliver better services
for customers and the environment
	Read more on
page 70

Suppliers
Overview of performance
•

We have continued to manage the impacts of COVID-19, ensuring continuity for suppliers.

•

Our source-to-pay process has been optimised to make it easier to do business with us.

•

We have developed a best practice contract management framework and established a
procurement-driven community of practice in order to steward, develop and up-skill our contract
management capability.

•

Our Supplier Code of Conduct has been cascaded to our partners. It sets out what we value as a
company, the principles which define who we are, how we work and what we stand for.

Future plans:
Our key focus is to help safeguard the viability of our supply chain, which has already come under
increasing pressure from the impacts of COVID-19 and EU-transition shocks. Delays and disruption
have become the norm, and this situation has been made worse by market price pressure and other
socio-political shocks, such as the war in Ukraine.

Our focus going forward will be to:

10

•

Create a resilient, outcome-based supply chain that can adapt to shocks, contributes to
business performance and enables us to achieve our ambitions.

•

Optimise our Supplier Relationship Management programme – broaden its reach across all
critical suppliers and enrich content, including our Supplier Code of Conduct, to better leverage
the expertise of our supply chain and align it with business strategy.

•

Continue to build a sustainable supply chain ensuring environmental and societal impacts are
considered and proper governance is in place to mitigate them.

•

Continue in our efforts to work with our supply chain to mitigate the impacts of inflation.
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Employees
Overview of performance
•

Southern Water promotes a culture of inclusivity, and this year saw the launch of our new
Equality, Diversity and Inclusion (ED&I) information hub, including resource groups, campaigns
and tools.

•

Following several interventions, such as blind CV screening and the use of gender neutral
language, we have seen an improvement in the diversity of candidates applying for roles
across the business.

•

We joined the Women’s Utilities Network, giving our female employees access to training,
networking and mentoring opportunities.

•

18% of our employees are currently being supported to undertake formal and informal learning,
whether through apprenticeships, degrees and qualifications or courses and certifications, with
8% completing an apprenticeship in the past 12 months.

•

Our average number of learning days per year is 3.16 per full-time employee.

	Read more
on pages
62 to 65

Future plans
•

We continue to support a hybrid working model, allowing many of our employees the continued
flexibility to work both from home and our sites/offices.

•

We will be launching our management academy to provide clear support and development
progression for our people.

•

We are re-introducing a graduate management programme with planned intakes over the next
three years to help ensure we have the right skills and capabilities for the future.

•

We are working more closely with our peers in the water industry in order to attract a more
diverse workforce.
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Highlights and challenges

continued

Our operational delivery highlights

We work hard every day to ensure that we are
making progress in improving our services
for our customers and the environment
	Read more
on pages
76 to 80

Deliver great service
Our performance in 2021–22
•

Thanks to significant efforts to improve resilience and work with our customers at property
level to reduce blockages, we have seen a second year of improved performance for external
flooding with us reducing incidents to 3,944 (2020–21: 4,409), resulting in a £0.948m reward.

•

Unfortunately, internal flooding incidents increased to 614 (2021: 393), as a result of a number of
severe weather events over the summer period, resulting in a penalty of £7.835 million.

•

Disappointingly, our water quality measure Compliance Risk Index (CRI) score has risen to 6.69,
(2020–21: 4.53), as a result of increased scores at our service reservoirs and consumer taps.
We also experienced quality failures at our Burham Treatment Works in November 2021.

•

We have seen a reduction in the time our customers are without water during an incident (for
more than three hours) achieving nine minutes, 22 seconds (2020–21: 12 minutes, 43 seconds),
although we missed Ofwat’s target of six minutes and eight seconds.

•

In terms of customer satisfaction (C-MeX) we ranked 16th out of 17 water companies in the UK
(2020–21: 16th). As a result, we have incurred a penalty of £4.5 million.

•

We saw a notable increase in complaint volumes during the year as a result of the Environment
Agency prosecution outcome and increased scrutiny around storm overflow releases. The total
number of written complaints we received in 2021 was 9,131.

Future plans
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•

We will continue to focus on reducing supply interruptions for customers by a further 18% during
2022–23.

•

We are setting up a new Digital team and refreshing our website, which will increase access to
self-serve tools for our customers – due to launch towards the end of 2022.

•

Our Hazard Review programme will continue to focus on improvements at our water supply
works and help to increase our CRI score.
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Use water wisely

	Read more on
pages 81 to 82

Our performance in 2021–22
•

During 2021–22, we reduced leakage levels to 94.9 megalitres per day (Ml/d), a three-year rolling
average, (2021: 98.5 Ml/d) against Ofwat’s target of 93.9 Ml/d. We have increased investment in-year
by £1.2 million to accelerate the roll out of our Advanced Pressure Management System.

•

During the height of the COVID-19 pandemic in 2020, we saw individual water usage increase
by around 8% with so many of our customers spending more time at home. However, over the
past year, we have started to see household usage levels drop to an average of 133.6 litres per
person, per day during 2021–22 (2021: 137.6).

•

The pandemic has also meant that we were not able to make our usual Water-Saving Home
Visits during periods of lockdown. However, over the past year we are pleased to have more
than doubled the number of visits we were able to make, achieving a cumulative water saving
of 359 cubic metres per day (2021: 105) over the year.

•

Through our water-saving communications campaigns, in our targeted water-stressed areas,
we have achieved an 11% increase in positive perception. A total of 71% of customers surveyed
claim to have reduced their water usage.

Future plans
•

We will continue to roll out our virtual Water-Saving Home Visits, and promote the use of our
online water calculator, Get Water Fit, which can be found at southernwater.co.uk/help-advice/
getwaterfit-your-water-saving-calculator.

•

We are developing a series of smart metering trials in our most water-stressed areas.

•

We have expanded our detection team and will continue the roll-out of our Advanced Pressure
Management System to drive down the volume of leakage in our network.
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Highlights and challenges

continued

Our operational delivery highlights continued

	Read more
on pages
83 to 87

Protect and improve the environment
Our performance in 2021–22
•

Our Treatment Works Compliance has improved to 97.94% for 2021 (2020: 97.1%) as a result
of changes to management processes at our wastewater treatment works. This year we saw a
total of seven failed treatment works (2021: 10).

•

Although the total number of pollution incidents has reduced (per 10km of sewer), with us
achieving 93.63 (2020: 101.52), we know we must go further to reduce these incidents. We are
disappointed to have recorded an increase in serious category 1 and 2 pollutions from four in
2020 to 12 in 2021. We recorded 372 category 1-3 pollution incidents (2020: 400) in year. We
are committed to this through our Pollution Incident Reduction Plan and we have increased our
self-reported incidents, reaching 90% (2020: 88%) in 2021.

•

Meeting 100% of the required standards, a total of 60 of our 84 bathing waters achieved
Excellent status during the 2021 reporting year (2019: 58). We continue to work with partners
along our more than 700 miles of coastline to increase this number.

•

Our renewable energy generation target for 2021–22 was 21.3%, and we achieved 15.85%,
falling short of where we wanted to be. As a result, we incurred a penalty of £1.326 million.

•

Renewable Energy Guarantees of Origin (REGOs) have been purchased through to April 2024,
ensuring that 100% of the energy we use is green.

•

We beat our target for reducing the amount of water we take from the River Itchen at the
most sensitive time of the year for river flows, in September, earning us the maximum reward
of £0.5 million.

•

We achieved a 100% biosolid recycling record during 2021–22 (2021: 100%). Biosolids (a byproduct of the treatment process) are recycled as a fertiliser.

Future plans
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•

Pollution awareness training will become compulsory for all employees in the company.

•

We are trialling a new method to collect and report data in real time, in order to upgrade our
Beachbuoy storm release notification service.

•

We will use the results of our first-ever natural capital baseline assessment of our land holdings
to direct investment and feed learning into our Natural and Social Capital Framework.
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	Read more on
pages 88 to 91

Fit for the future
Our performance in 2021–22
•

We measure the number of mains repairs per
thousand kilometres of our entire water main
network. Our Ofwat target was 118.3. During the
year we outperformed this achieving 101.5 (2020–
21: 150), resulting in a reward of £0.9 million.

•

We achieved an improvement on last year’s
number of sewer collapses, but the Ofwat target
of 226 incidents was not met. We achieved 314
incidents (2021: 315), resulting in a penalty of
£4.110 million.

•

In July 2021 we launched GetConnected, our
new online portal for customers to make it easy
for customers to submit, track progress and
pay for their water and wastewater connection
applications.

•

We refreshed our approach to non-household retailer engagement, helping reduce the number
of long unread meters and providing an increased range of credit support options, which has
led to an improved retailer experience rating, moving us up four industry places from 11th to 7th
this year.

•

We have created a sustainable development policy which sets out our expectations in relation
to drainage and water efficiency when developers are drawing up their plans.

Future plans
•

While we have not been able to carry out school visits due to the pandemic and subsequent
lockdowns, we plan to reinvigorate our work in this area following the appointment of a
dedicated Community Education Officer in March 2022.

•

In partnership with our local Rivers Trust we will launch a new education programme for primary
school children in Hampshire later this year.

•

We will continue to modernise and rationalise our networks through our Network
2030 programme.
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Highlights and challenges

continued

Financial highlights

Capital investment²
(£m)
632.9

Profit before interest
and tax1 (£m)

423.7

501.9
17.6

139.6

823.5

784.2

(before amortisation of regulatory
settlement provision)

213.2

Revenue1 (£m)

878.0

	Read more
on pages
92 to 101

19–20 20–21 21–22
Return on capital employed
(ROCE)4 (%)

0.3

2.2

3.5

Net Debt³
(£m)
(6,003.6)

6,887.2

6,731.0

6,397.0

(excluding debt)

(5,074.3)

Non-current assets (£m)

19–20 20–21 21–22

(4,608.8)

19–20 20–21 21–22

19–20 20–21 21–22
1.

2.

16

Capital investment for 2020–21 includes an intangible asset of
£124.6 million recognised for the future payments to Portsmouth Water
in relation to the right to water from the construction of the Havant
Thicket reservoir. This is a non-cash valuation in the year and payments
will be made to Portsmouth, over the period to 2100.

407

64

391

Average water and wastewater
customer bill (£m)

19–20 20–21 21–22

Following its investigation into our wastewater treatment works
compliance reporting, Ofwat imposed a penalty under Section 22A of
the Water Industry Act. We provided in full for this proposed regulatory
settlement in the financial statements for 2018–19, reducing profit in that
year. We are now making rebates to customers, through revenue, over
the period from 2020–25 and these are offset in the income statement
by the amortisation of the provision made in 2018–19.

19–20 20–21 21–22

438

Net debt/RCV6
(%)
70

5,635

5,111

5,008

Regulatory Capital Value
(RCV)5 (£m)

19–20 20–21 21–22

67

19–20 20–21 21–22

19–20 20–21 21–22

3.

Net debt for 2020-21 and 2019-20 has been restated to following the
release of a deferred credit held on the Balance Sheet following a
review of the substance of the transaction as described in note 1 to the
financial statements					

4.

ROCE is presented as the ratio of profit before interest and tax (£17.6
million) to non-current assets excluding debt (£6,887.2 million) less
current liabilities excluding borrowings and lease liabilities (£427.2
million) from the Statement of Financial Position.

5.

Regulatory Capital Value (RCV) a measure of the value of our regulatory
capital asset base as published by Ofwat. The RCV for March 20 has
been restated to reflect the adjustments made by Ofwat at the end of
the last regulatory period.

6.

The net debt to RCV ratio is calculated as short and long-term senior
borrowings, less cash and short-term deposits to the RCV (all values
taken from our Regulatory Accounts).
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CASE STUDY
Understanding and supporting our customers and communities

Our new Hardship
Fund is offering tailored
financial support where
it’s needed most
“We started the Hardship Fund as a pilot, with
a limited budget of £300,000 but have since
expanded it to a £20,000-a-month business-asusual offering to our customers in vulnerable
circumstances. We provide three main types
of assistance from the fund: debt relief, bill
reductions and support to purchase household
items where needed. Each of these is aimed at
helping different segments of our customers.
“Debt relief supports customers with a large debt
that has built up through no fault of their own.
For example, a customer may be the victim of
domestic abuse, have a debilitating illness or have
suffered a bereavement. They will never be able
to raise the funds needed to pay the debt so we
agree to write it off for them.
“Bill reductions are intended to support customers
experiencing a short-term financial shock, typically
through loss of employment or the death of the
family’s main earner. In this situation we can offer
to reduce their bills by 50% for an agreed amount
of time.

“We offer small grants to customers when
we see a specific need. These are customers
who have paid all their bills, and they are
typically already on one of our support tariffs or
schemes, and just need a little extra to replace a
broken washing machine or cooker. We support
by offering to purchase what’s needed. In most
cases we’ve purchased white goods, but we
also bought one customer a bed as they were
suffering with back problems.
“We take a different approach, depending on the
particular needs of each customer; it’s great to be
able to offer direct support when we can.”
Rachel Ryan-Crisp
Vulnerability Lead

50%
reduction in

bills can ease
short-term
financial shock.

£240k
annual Hardship

Fund supports our
customers when
they need it most.

Stakeholders impacted
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Welcome to our Annual
Report and Financial
Statements for 2021–22.

	Read more
about our
Capital
Structure
on pages
102 to 107

Highlights
•

Against continuing challenges, our
transformation continues apace
positioning the business for the
upcoming price review and to deliver
benefits to our customers.

•

The acquisition of a majority stake
in our parent company by a fund
managed by Macquarie Asset
Management in August 2021 is
enabling us to increase investment and
accelerate our business plans.

•

Our effective incident response
meant that fewer than 300 of our
2.6 million water customers
experienced an interruption to supply
during Storm Eunice.

•

We are making good progress in
meeting the obligations of our Section
19 undertakings with Ofwat as part of
our continued focus on compliance.

•

Strengthening of the Board.

“We have made ambitious delivery
commitments backed up by new
investment to help us drive
customer benefits.”
Keith Lough
Chair
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Over the past year, Southern Water and the
communities we serve have continued to face
significant challenges. Throughout this time, the
provision of essential services has continued,
due to the commitment of our colleagues and
suppliers. My thanks go to all those who have
been part of this excellent team effort, for their
dedication and hard work while taking care of
the wellbeing of each and every person. We want
all our people to feel comfortable with bringing
their authentic selves to work every day, and
respecting equality, diversity and inclusion.
While we have been moving out of the pandemic,
Storm Eunice and other extreme weather events
have tested our teams. The impacts of climate
change and an increasing population in our region
present real challenges, making protecting our
water resources and fulfilling our purpose even
more important.
Living and breathing our values of succeeding
together, doing the right thing and always
improving in everything we do, is helping us to
rebuild trust with our stakeholders. This follows
mistakes we made in the past, resulting in a record
fine last year from the Environment Agency. Our
focus is now on delivering for the here and now,
and for the future.
The announcement of the acquisition of a majority
stake in our parent company by a fund managed
by Macquarie Asset Management in August
2021 has enabled us to increase investment and
accelerate our business plans. This acceleration
means we can take huge steps forward in
reducing pollution incidents and leakage by
improving the resilience of our network. This will
have a positive impact for our customers, the local
environment and the regional economy.
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During 2021, we received the best bathing water
quality results we have ever had. We know our
industry needs to do more but to ensure that our
rivers and seas are kept clean by reducing the use
of storm overflows during heavy rain.

Keeping the environment at the centre
We welcomed the government’s amendment to
the Environment Bill in October, aimed at reducing
any negative impacts from storm overflow
releases over time. These releases, used by the
industry when sewer networks struggle to cope
with heavy rain, act as a pressure release valve to
avoid flooding to properties and businesses. We
recognise the negative impact of these releases
on our rivers and seas is no longer acceptable.
The regulatory and public scrutiny in this area
demonstrates the need to find positive solutions
as soon as we can. In November, we set up our
own Storm Overflow Task Force, to take the
lead in this area. Its groundbreaking pathfinder
projects will require extensive partnership working
involving many stakeholders, including other
water companies, regulators, agriculture, industry
and developers.
Looking forward to the next business plan period
2025–30, our environmental stewardship will

be vital in achieving a water-resilient South
East where the environment is protected and
enhanced. Our new Independent Strategic
Environment Group will inform and drive
collaborative work in this area, accelerating
actions to decarbonise as well as to adapt to
climate change. We have already expanded
our Catchment First programme, reflecting the
importance of our catchment work and we are
embedding natural and social capital decisionmaking into our day-to-day plans.
We have also formed a Customer and Community
Challenge Group to help inform our next business
plan. Sessions have already started and we will
continue to have conversations with this group
to focus on areas such as engagement with
communities and plans for water efficiency.

Maintaining essential services
for all our customers
Coming out of the pandemic, and in the wake of
cost of living increases, we continue to support our
most vulnerable customers. We know that higher
fuel prices and living costs will all have an impact
on our customers. Affordability is a priority for us,
and we will continue to monitor the situation and
provide direct support where we can.
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	Read more
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investigations
on page 38
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Sustainable
Bond Impact
Report
on pages
74 to 75

continued

We saw some exceptionally severe storms during
2021–22, challenging our operational teams who
work around the clock to keep our customers’
taps flowing and toilets flushing. As a result of
Storm Eunice, we lost power to 330 of our water
and wastewater sites between Friday morning
and Monday afternoon, as 112mph gusts of wind
battered the South East of England. Despite this,
our teams managed to keep water supplied to
all but 300 of our 2.6 million water customers.
They also managed to ensure that there were
no major pollution incidents. This is something I
am extremely proud of and I would like to thank
everyone involved for their contribution.
We use digital channels to provide essential services
to our customers and employees. Digital resilience
and cyber security are therefore kept under constant
review to make sure that we can keep everyone
updated and supported.

Moving forwards
Our inaugural Sustainable Bond Impact Report
updated our investors on how we are supporting the
financing of our investments and activities to deliver
sustainable outcomes across a number of our core
priorities, including pollution prevention, compliance
and leakage. The report shows that in addition to
the £825 million of sustainable bonds issued in May
2020, we issued a further £300 million in March
2021. These funds contribute to our investments in
our water and wastewater services to 2025.
We are making good progress in meeting the
obligations of our Section 19 undertakings with
Ofwat as part of our ongoing focus on compliance.
Our work in this area is now focused on embedding
new ways of working which help us maintain
compliance and protect the environment. In
accordance with our Section 19 Undertaking, we
also published our latest environmental performance
reporting data on our website in March 2022,
showing pollution, final effluent compliance, flow
and spill reporting data. We also published Defra’s
bathing water quality results.
We remain under scrutiny as a company and as
an industry. An Environment Agency investigation
into our wastewater sampling compliance for the
period 2013–17 is ongoing, and we continue to
provide all possible assistance. As announced
in the media in November 2021, all water and
wastewater companies in England and Wales are
subject to a separate investigation into flow at
sewage treatment works and enforcement cases
have been opened into six water companies so far,

20

but not us. We have provided a significant amount
of information to our regulator and will continue to
assist with any investigations.
As we move into the third year of our five-year
delivery plan, I would like to acknowledge the
exceptional work done by our retiring CEO, Ian
McAulay. The Board and I would like to thank
him for the leadership and skill he has shown in
carrying Southern Water through an enormously
challenging period since he joined the company
in 2017. He has led the transformation across the
business and its culture, putting in place strong
governance, operational and systems changes,
which have enabled new investment in our
business and from which we will now build. Ian’s
report as outgoing CEO follows mine.
The recruitment for a successor has been
completed, with the appointment of our Chief
Operating Officer, Lawrence Gosden, as CEO from
1 July 2022. This smooth succession will allow us
to continue our capital investment programmes
and transformation at pace. Lawrence’s extensive
knowledge and leadership within the industry will
be invaluable as we drive the business forward.
Importantly he will now lead us through the
development of the next business plan for the
period to 2030.
Our CFO, Sebastiaan Boelen, is also moving
on and Nadim Ahmad will be appointed as
interim CFO later in July 2022. I would like to
thank Sebastiaan for his continuing careful
stewardship throughout the past three years.
More information about changes to our Board is
available in the Corporate Governance section of
this report on pages 125 to 175.
In closing, I would like to thank our colleagues and
partners for demonstrating our company values
throughout their work. The commitment and
dedication of our people to support the communities
we serve, continues to make a positive difference
and the hard work is greatly appreciated.

Keith Lough
Chair
15 July 2022
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