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1. Executive Summary 

Ofwat published our Draft Determination for the 2020-25 period on 18 July 2019, alongside 
all the Draft Determinations for the other slow-tracked companies. This publication included 
Ofwat’s view on all aspects of the 2020-25 price control period, including its view on our PCs 
and ODIs package. This section of our response to Ofwat’s Draft Determination is focused 
on the outcomes package. This is a critical element of the price control which cannot be 
viewed in isolation and, should our adjustments not be accepted, it is likely to have a 
significant impact on the deliverability of the package as a whole. 

In this upfront section we summarise Ofwat’s Draft Determination on outcomes, demonstrate 
that this Draft Determination exposes us to an unacceptable level of risk, and summarise our 
response to Ofwat’s Draft Determination. The remainder of this chapter provides a detailed 
response to all of the individual actions that Ofwat set out in its Draft Determination 
document “South East Water Delivering outcomes for customers actions and interventions”. 
We have accepted a number of Ofwat’s interventions (see section 2 for the complete list), but 
those that we are challenging are addressed one by one in section 3 of this chapter below. 

 Summary of price review process to date  

At South East Water (SEW), we put customers at the centre of our decision making and 
support the move in regulation towards a focus on customers and delivering the service they 
expect.  In our business plan we carried out an extensive customer research programme to 
ensure that our performance commitments (PCs) and outcome delivery incentives (ODIs) 
were based on our customers’ priorities and their willingness to pay for service 
improvements.  

This approach to developing our business plan resulted in us submitting to Ofwat our most 
stretching set of outcomes commitments ever, and a well-evidenced business plan to support 
those commitments.  

We were therefore pleased with Ofwat’s Initial Assessment of Plans (IAP), in relation to our 
outcomes package, as we were identified as having one of the highest quality outcomes 
packages in the industry. We were one of only three companies to receive a test score of B 
for our outcomes package, and the only water-only company to receive this score. We note 
that we scored more highly on the outcomes area than two of the three fast-tracked 
companies.  

In its IAP, Ofwat stated the following regarding our plan: 

“Overall, across the delivering outcomes for customers test area, a generally high 
quality plan, with evidence that is generally sufficient and convincing…South East 
Water’s plan provides evidence of a package of PCs that overall reflects customer 
views. The company evidences a high quality approach to its PCs and appropriately 
stretching levels for some PCs. For example, it proposes achieving upper quartile 
performance for leakage…The company proposes a high quality package of standard 
outcome delivery incentives (ODI) that follow the PR19 methodology principles and 
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are founded on a well-evidenced approach based on customer views, and a well-
justified package of caps, collars and deadbands.”1 

In response to Question 1 (‘How appropriate, well-evidenced and stretching are the 
company’s proposed performance commitments and service levels?’), Ofwat wrote: 

“Companies which perform well on this test question (Anglian Water, South West 
Water, and South East Water) provide clear and stretching performance 
commitments, with well evidenced forecasts for their proposed service levels.”2 

In response to Question 2 (‘How appropriate and well-evidenced is the company’s package 
of ODIs?’), Ofwat wrote: 

“Companies which do well on this test question (Anglian Water, South West Water, 
Yorkshire Water and South East Water) put forward convincing evidence to support 
their choice of ODI features. They propose outperformance payments where there is 
strong evidence that doing so would enable them to deliver performance beyond 
already stretching performance commitments. These companies provide a well 
evidenced approach to estimating the costs and benefits of different levels of service 
performance, and use a bottom-up approach to ODI rate calculation based on 
customer evidence. They do not apply top-down adjustments. Only in very limited 
circumstances do they apply deadbands.”3 

In relation to PCs and ODIs concerning customer service, Ofwat noted: 

“Some companies – Anglian Water, South West Water and South East Water – both 
push themselves to improve performance and set challenging financial incentives 
where it matters most to customers.”4 

 Draft Determination summary  

Following on from the IAP, Ofwat has made a number of changes to our outcomes package 
in its Draft Determination. These changes are wide-ranging and affect all aspects of the 
outcomes package, including changes to:  

 the definition of some of our PCs;  

 some of our proposed PC levels;  

 some of our ODI rates;  

 the level of some of our deadbands;  

 the level of some of our caps and collars; and  

 our P10/P90 levels within the Return on Regulatory Equity (RoRE) calculations.  

The table below summaries the changes that have been to our PC and ODIs package in 
Ofwat’s Draft Determination. It shows the number of changes that have been made to the 
various parameters within the outcomes package, and for each parameter shows the 

                                                
 

1  Ofwat (2019), Initial Assessment of Plans, South East Water: Test area assessment  

2  Ofwat (2019), Initial Assessment of Plans, Summary of test area assessment, p. 45  

3  Ofwat (2019), Initial Assessment of Plans, Summary of test area assessment, p. 46-47 

4  Ofwat (2019), Initial Assessment of Plans, Overview of company categorisation, p. 15 
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percentage of PCs for which a parameter has changed (out of the number of relevant PCs 
for each parameter). It also shows the number of changes that have over written our 
customers’ views.  

Table 1 Number of changes in our outcomes package5 

Parameter Number 
% of our PCs with 

this parameter 

Number that have 

over written 

customer views 

Definition of PCs 4 15% N/A 

PC levels  6 19% N/A 

ODIs  9 81% 3 

Deadbands 1 100% N/A 

Caps/collars 2 100% 1  

 

This is surprising and disappointing considering the positive feedback we received from 
Ofwat in the IAP where we achieved a rating of B on outcomes. As we have noted 
throughout the PR19 process, our PC and ODI package has been formulated taking a robust 
and evidence-based approach in order to create innovative and challenging targets. Given 
that we received such positive feedback at the IAP stage, we did not expect many further 
changes at the Draft Determination. 

We recognise that Ofwat appears to have generally adopted an industry wide approach to its 
Draft Determinations on outcomes, and applied multiple changes to all slow-tracked 
companies, however we have the following key concerns with Ofwat’s approach:  

 Generic approach: Ofwat appears to have adopted a generic approach for all slow-
tracked companies regardless of their individual circumstances. A generic approach 
is particularly ill-suited to ODIs as these require evaluation on an individualised 
basis, tailored to reflect the specific characteristics and challenges of each company. 

As a result of this generic approach, Ofwat has seemingly now disregarded its IAP 
findings that our business plan was of a high quality, and scored more highly than all 
the other slow-tracked companies, bar one. Ofwat’s overall approach throughout the 
price review process is therefore inconsistent, and we have not been recognised for 
the high quality business plan that we put forward in September 2018, in terms of 
both the stretching performance commitments we made, and also the investment we 
made to deliver such a well-evidenced plan.  

This decision by Ofwat to treat all slow-tracked companies the same at the Draft 
Determination, regardless of the scoring in the IAP, risks reducing the incentives for 
companies to submit challenging outcomes plans in future, as the reward for doing 
so rests entirely on being able to achieve the fast-track status.  

                                                
 

5  We have not included changes to our P10 and P90 performance levels in this table, as Ofwat has not been 
transparent on these changes and so we are not able to include them in this table.   
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 Disconnected from customer feedback: Ofwat’s changes to the ODI rates and 
caps/collars on ODIs have meant that our outcomes package has become somewhat 
disconnected from what our customers told us they wanted. In the following three 
cases, our ODIs have changed so that they are no longer based directly on our 
customer valuations: supply interruptions; leakage; and appearance. In addition to 
this, Ofwat has amended the level of our collar on supply interruptions, which goes 
against our customer views. 

 Inconsistent impact on risk across the industry: Even though Ofwat appears to 
have adopted an industry-wide approach to reviewing and assessing the business 
plans at the Draft Determination, the impact of this approach is not necessarily 
similar across all companies. For example, in some cases, Ofwat calculates PC 
levels using the average of three historical years. While Ofwat uses the same 
approach for all companies where it changes the PC levels, the PC levels that are 
set are not the same and the level of stretch that is required to achieve the PC levels 
is not the same across companies. Ofwat’s Draft Determination is therefore 
discriminatory as it applies more risk onto some companies than others. It is 
challenging to summarise the impact of the Draft Determination on companies to 
judge whether Ofwat appears to be have been appropriate and consistent across the 
industry, as the proposed changes are so wide-ranging for all companies.  

RoRE can often be a useful tool in these circumstances, as it can provide an 
insightful summary of the overall risk-reward balance for a set of incentives that can 
be compared across companies. However, we cannot robustly infer the genuine risk-
reward profile for other companies, as we do not have confidence in the RoRE 
ranges that are presented in Ofwat’s Draft Determinations. This is because Ofwat 
has amended the P10/P90 levels that are used in the RoRE calculations for all 
companies. We do not agree with Ofwat’s amended P10/P90 levels for our RoRE 
range calculations, and so we can only assume that Ofwat’s calculated RoRE ranges 
for other companies also do not present a realistic impression of their genuine risk-
reward exposure to the PR19 outcome incentives.   

 Unacceptable levels of risk: The overall balance of risk and reward that we have 
got in the Draft Determination is unacceptable. We only have material upside on one 
PC, and significant downside across a range of PCs.   

 Reputational damage: We are also concerned that, while it is absolutely 
commendable for Ofwat to challenge the industry’s performance and push 
companies to stretch their own ambitions where it isn’t evident they have already 
done so, the current approach to setting key targets at projected future upper quartile 
levels and pushing additional stretch on companies’ bespoke PCs risks creating 
wider reputational issues for the sector. Ofwat appears to expect all companies to 
perform identically, regardless of each company’s customer base and the individual 
operating conditions. 

For example, Ofwat has imposed a PC level to reduce per capita consumption by 8% 
by 2024-25, which represents the very upper end of the plausible range identified in 
our own evidence. This is despite Ofwat acknowledging we had demonstrated 
“innovative thinking” in this area.6  Further, in setting this PC level, Ofwat has not 

                                                
 

6  Ofwat (2019), PR19 draft determinations: South East Water – Delivering outcomes for customers actions and 
interventions, p. 4. 
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taken sufficient account of the fact that customers in our area have the highest water 
use in the UK.7  

Statistically, this means that more water companies will miss the PC levels in areas 
that we know are important to customers – notably water quality compliance, leakage 
levels and the frequency of supply interruptions. This has the potential to further dent 
public trust and confidence in the water sector if there is an erroneous perception 
that key service areas are “failing”, when actual performance is significantly 
improving. The Ofwat narrative around this will be critical in shaping public opinion.  

The consequence of these issues, when considered collectively, is the Draft Determination 
now exposes the company to an unacceptable level of risk. Our PCs and ODIs cannot be 
viewed in isolation: the critical elements of our PR19 business plan – which include our PCs, 
ODIs, totex and cost of capital – are designed to work as a complete package. Therefore, 
material changes to any of these elements are likely to have a significant impact on the 
deliverability of the package as a whole. 

 The Draft Determination understates the level of risk in the overall ODI 

package  

In its Draft Determination, Ofwat presents its calculations of our RoRE range. For reference, 
we show these charts below. These charts are based on all of Ofwat’s Draft Determination 
amendments (i.e. to PC levels, ODI rates, deadbands and caps/collars), and also on Ofwat’s 
P10/P90 levels.  

Figure 1 Ofwat calculated RoRE range for common PCs8  

 

                                                
 

7  SEW (2018), 2020 to 2025 Business Plan, p. 47  

8  Ofwat (2019), PR19 draft determinations: South East Water draft determination, p. 15 
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Figure 2 Ofwat calculated RoRE range for our bespoke PCs9 

 

These RoRE ranges presented by Ofwat are calculated on the basis of its own assumptions 
for our P10/P90 levels. Ofwat states the following in relation to this change. 

“We consider an adjustment is necessary where the company’s P10 performance 
estimate appeared to be an outlier or unrealistic…Where we adjust the P10 
performance levels, we apply the industry average proportionate distance between 
the performance commitment level and P10 level to the company’s performance level 
where we have concerns about the company’s P10 performance value being an 
outlier or unrealistic. The rationale is that the resulting P10 remains company-specific 
as it is centred on the company’s own performance level, but reflects industry wide 
information on extent to which performance varies around target.”10 

We are particularly concerned about this amendment in Ofwat’s Draft Determination, as we 
do not agree with the approach that Ofwat has adopted or the P10 levels that it results in.11 
In our view, these amended P10 levels are not appropriate and this results in an 
underestimate of the potential risk that the Draft Determination exposes us to. We note that 

                                                
 

9  Ofwat (2019), PR19 draft determinations: South East Water draft determination, p. 15 

10  Ofwat (2019) Draft Determination, Delivering outcomes for customers policy appendix, p. 117-118 

11  Ofwat (2019) Draft Determination, Delivering outcomes for customers policy appendix, p. 118 
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Ofwat has also amended some of our P90 levels. We do not agree with Ofwat’s approach to 
calculating P90 performance levels and remain confident in our own P90 performance levels. 
However, we do not provide a specific PC by PC response to Ofwat’s P90 performance 
levels, as Ofwat’s total P90 financial impact is broadly similar to ours.  

We are reassured however that Ofwat states in its Draft Determination that it is open to 
responses from companies on this topic, and indeed that it expects representations from 
companies on this. Ofwat stated the following on this.  

“As part of their draft determination representations, we expect companies to provide 
us with updated post-intervention P10/P90 levels and payments for each of their 
performance commitments, and an updated post-intervention overall P10/P90 RoRE 
range for their ODI package. We will review the risk levels at Final Determination and 
make any necessary adjustments where the risk levels have changed. This may 
include removal of mitigating interventions at Final Determinations if the package 
level concerns are no longer present.”12 

In the remainder of this section, we provide the following in response to Ofwat’s Draft 
Determination: 

 a more detailed justification of our P10 levels;  

 our calculation of our RoRE range, which demonstrates that we are exposed to 
material downside from the Draft Determination amendments; and  

 a summary of why this creates an unacceptable level of risk to our business and our 
proposals on how this can be rectified.  

1.3.1 Our P10 performance levels  

We have reviewed the P10 performance levels that we submitted in our original business 
plan, and have amended some of them slightly, now that we have more available data (e.g. 
we have an estimate of our performance for 2019/20).  

We note that all of our assumptions are based on us being allowed the level of totex that we 
submitted in our September 2018 business plan and we maintain that we still need this same 
level of totex, as explained in Chapter 3 of our response to Ofwat’s Draft Determination. If 
Ofwat chooses not to allow us this level of required expenditure, then our P10 performance 
levels will be further away from our PC levels, as lower cost allowances would lead to an 
increased likelihood that our performance may be worse.  

We summarise our P10 performance levels in the table below and our rationale for these.  

Table 2 Rationale for P10 performance levels  

PC SEW 
P10 
Value 
2020/21 

SEW 
P10 
Value 
2024/25 

Rationale 

Water Quality 
Compliance 
(CRI) 

7.1 7.1 In setting our P10 performance level for this PC, 
we reviewed our own historical data and also 
industry comparisons. We have also recognised 
that there is likely to be a somewhat improving 

                                                
 

12  Ofwat (2019) Draft Determination, Delivering outcomes for customers policy appendix, p. 118 
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trend in performance on this PC, as there will be 
an increased focus on it in 2020-2025. However, 
on the other hand, performance on this PC is 
highly volatile, and in particular performance is 
very susceptible to a single failure. For example, 
a failure at one large site alone could lead to a 
score of 3. We have provided more evidence in 
relation to this in section 3.4 of this document.  
Finally, we note that over the last few years, 
around 2 or3 companies have achieved a score 
of 7. It is therefore plausible that we could 
achieve a score of 7 approximately once every 
ten years. We have therefore based our P10 
performance level on our worst historical 
performance level, which is 7.1. A P10 
performance level lower than this would 
therefore materially underestimate our downside 
on this PC.  

Water supply 
interruptions 

00:21:36 00:21:36 In our IAP submission we reported our P10 
performance value at 14 minutes. To clarify, our 
actual P10 performance level has always been 
higher than 14 minutes, however at IAP we had 
a collar of 14 minutes, and so we would not have 
received any underperformance payments if our 
performance had been higher than 14 minutes. 
For this reason, we reported our P10 
performance level as 14 minutes, to be in-line 
with our collar.  
As Ofwat has increased the underperformance 
collar, we need to adjust our reported P10 
performance level to the new collar of 21 minutes 
and 36 seconds. This is appropriate as in the 
current AMP period we have exceeded 21 
minutes on two occasions, and we already have 
a strong incentive to perform well on this PC.  
In effect, our true P10 performance level has 
always been higher than 21 minutes 36 seconds, 
but since we previously had a collar at 14 
minutes, we previously reported our P10 
performance level at 14 minutes and we are now 
updating our P10 performance level to be in-line 
with the new collar.  
For more details on our response on this PC 
more generally, please see section 3.5. 

Leakage -0.1% 
87.16 
(3yr) 

-0.8% 
87.73 
(3yr) 

When setting our P10 performance level we 
looked at our historical performance and 
significant events which have affected our 
performance. In the winter of 2010/11 there was 
significant snow fall and prolonged sub-zero 
temperatures, which caused a winter leakage 
event. The effect was that the monthly leakage 
estimation increased on average by 10Ml/d and 
during the following months we were able to 
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recover our position to only have a 1.4Ml/d 
increase based on the weather. There was also 
a knock-on effect on the following year’s 
performance. Based on this, we have added 
1.4Ml/d to 86.6Ml/d to two years to signify a bad 
winter and a further 2Ml/d to the following year to 
show recovery.  
For more details on our response on this PC 
more generally, please see section 3.4. 

PCC 155.4 147.5 Our P10 performance is based on our worst 
performance in the AMP. This includes a year 
where weather was an influencing factor and 
therefore out of management control. We have 
slightly adjusted our P10 performance levels 
relative to our IAP response to take account of 
our updated forecast for 2019/20 (three year 
average) PCC level. Since our forecast 2020-
2025 PC levels in Ml/day have also been 
updated to reflect our updated 2019/20 baseline 
level, updating our P10 performance levels as 
well has maintained the distance between our 
PC levels and P10 performance levels in Ml/day 
(three year average) terms. We have applied the 
same improvement gradient as we have in the 
PC.  
For more details on our response on this PC 
more generally, please see section 3.1. 

Water mains 
repairs 

203.3 203.3 The P10 performance level should reflect 
evidence from our own historical performance 
and our future plans to maintain a stable asset 
serviceability. The P10 performance level 
suggested by Ofwat of 169.81 repairs/1000km 
(or 2,505 repairs per year) is not a reasonable 
representation, given our historical performance 
and nor does it take into account the amount of 
repairs that will be required during 2020-2025 
that are linked to finding and fixing leaks to meet 
our already very stretching leakage PC levels. 
 
Since 2010 our worst 3 years performance have 
been in the financial years of 2010/11, 2011/12 
and 2016/17. The average of these three years 
is 2,935 repairs and our highest rate in the last 9 
years was 3,031 in 2016/17. In the last 9 years 
we have exceeded 2,505 mains repairs in five 
years; therefore 2,505 (Ofwat’s P10 performance 
level) is not a representation of the worst in 10 
year performance. A P10 level of 2,505 repairs 
per year therefore creates an unacceptable level 
of risk. 
The average of our worst three highest years is 
in line with our proposed P10 performance level 
of 203.3 repairs/1000km. We have exceeded this 
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level once in the last 9 years, and with an 
increase in active leakage control during 2020-
2025 leading to an increase in finding and fixing 
smaller leaks, we are forecast to exceed this 
level in 2023/24 and also 2024/25. Our P10 
performance level of 203.3 is therefore more 
robust and well-evidenced than Ofwat’s 
proposed level.  
 
Related to this, Ofwat’s P10 performance level 
and higher underperformance rate on mains 
repairs effectively discourages us to reduce 
leakage, as the potential underperformance 
payment on mains repairs is significantly higher 
than the potential underperformance payment on 
leakage.   
 
For more details on our plans to keep mains 
repairs as low as possible while reducing 
leakage further please section 3.7.  

Unplanned 
outage 

4.8 4.4 As this is a new PC with limited historical data 
we have selected our worst historical 
performance (17/18), which allows for potential 
volatility.  
For more details on our response on this PC 
more generally, please see section 3.10. 

Low pressure 1 1 The biggest risk to our network for low pressure 
is new developments. Population levels in the 
South East region have grown considerably over 
the last 10 years and are forecast to continue to 
have the most growth across the UK in the next 
10+ years.  A large proportion of our network is 
already at capacity for providing a good level of 
service to our existing customers and therefore 
without any offsite reinforcements alongside new 
developments, a number of customers (both new 
and existing) would suffer from low pressure 
throughout the year.  

Appearance of 
water 

1.57 1.27 At our IAP we had based our P10 performance 
level on our worst historical performance. Due to 
the improvements we have delivered in this 
AMP, we have decided to set our 2020/21 P10 
performance level based on our worst 
performance in this 5 year period (rather than 
over a longer period of time). We have then 
applied the improving trend in our PC level to this 
2020/21 P10 performance level to develop our 
P10 performance levels for the remainder of the 
period. 

Taste and 
odour 

0.54 0.41 We have used our worst historical performance 
to set our 2020/21 P10 performance level, due to 
the volatility in this PC and also our historical 
performance in the last five years. We have then 
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applied the improving trend in our PC level to this 
2020/21 P10 performance level to develop our 
P10 performance levels for the remainder of the 
period. 

Sites protected 
from risk of 
flooding 

N/A 87 We have set our P10 value based on complex 

sites on the programme not being completed. 

During the identification of sites at risk all sites 

serving greater than 10,000 population were 

visited and surveyed.   

This developed specific schemes for these sites 

and also developed a set of relevant standard 

intervention types and costs. The remaining 72 

schemes were developed by application of these 

interventions, using site plans, site knowledge, 

topography, flood models to the remaining sites.   

Therefore, there is still a risk that for a small 
number of these sites, the proposed 
interventions are not entirely appropriate and 
may need some redesign. This will be picked up 
in years 1 and 2 of the next AMP, when all sites 
will be surveyed.  If a redesign is required, and 
flood defences required are bespoke, then this 
will lengthen the time for design, procurement 
and installation, which may risk delivery by 
2025.  We have assumed 10% (7 schemes) 
could fall into this category. 

Partnering with 
landowners 

N/A 11,374 As this is a new PC, we have assessed the risk 
around delivering the level of engagement 
required to meet the PC level. This PC has a 
higher level of risk than our other Environmental 
PCs for the following reasons; 

1. We are working on third party land where 
we have no control or legal rights over 
the land – our delivery relies on working 
in partnership and trust 

2. We will be working with landowners who 
may no longer receive European farming 
subsidies and as a result will want to 
maximise the profitability of their land 
(e.g. become more intensively managed). 
As a result these landowners may be 
more difficult to engage due to the impact 
of Brexit. 

3. All current management agreements end 
within this AMP (March 2020), so from 
year one our engagement will be reset at 
zero and we will need to re-engage and 
enter new catchment agreements. 

4. We are currently developing our 
partnership delivery models for this. 
There is therefore uncertainty around our 
ability to deliver performance on this size 
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and scale, which we have not delivered 
previously. We need to organise our 
delivery structure to suit this  

Overall, we have decided to set our P10 
performance level for 2024/25 at our PC level for 
2023/24, as this allows for a potential delay in us 
delivering this work.  

Protecting 
wildlife and 
biodiversity 

N/A 1,343 As this is a new PC we have assessed the work 
needed to meet the PC level. There are two main 
risks associated with this PC: 

1. Identification of new sites - we will have a 
lot of small sites to survey as many of the 
sites are small (less than one hectare) so 
considerable effort will be required to get 
to the 1460 ha PC level which equates to 
67% of our landholdings 

2. Surveying and sign-off on biodiversity 
management programme plans - it takes 
at least two years to survey and agree 
sign-off for a site biodiversity 
management plan (based on our 
experience of running these activities for 
the last five years).  

Due to this, there is a possibility of a one year lag 
in delivery due to management plan sign-off not 
completing quickly enough and being unable to 
identify sites early in the process. We have 
therefore set our P10 performance level for 
2024/25 at our PC level for 2023/24, as this 
allows for a potential delay in us delivering this 
work. 
For more details on our response on this PC 
more generally, please see section 3.11. 

AIM 0.11 0.11 We have reassessed our P10 performance level 
for this PC. When doing this we have:: 

1. Used the existing AMP6 AIM 
methodology. 

2. Applied an assumption of a two dry winter 
scenario, leading to a second summer 
with AIM conditions applying from 1 April 
through to 31 December, i.e. 275 days.  

3. We have assumed that we can achieve 
the AIM baseline output for 215 days at 
all sources, and for the remaining 60 
days we cannot meet the AIM baseline 
due to a prolonged period of high 
summer demand (similar to 2018-19).  

Our revised P10 performance level differs slightly 
to our original submission and is no longer a 
negative number as we have used the same 
guidance that is used to complete APP3 where a 
declining trend is shown as a positive number.  
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WINEP N/A 26 The package of schemes that we have to deliver 
during 2020-2025 has increased substantially 
relative to what we have been required to deliver 
in the past. We have therefore set our P10 
performance level at the level we have 
completed previously.  
For more details on our response on this PC 
more generally, please see section 3.12. 

Voids – 
Household 

2.3 2.3 For our P10 performance level we have added 
0.2% on to the PC level. This reflects the 
volatility that we have experienced in our 
historical performance.  

Voids – 
business 

8.9 8.9 For our P10 performance level, we have added 
0.8% on to the PC level. This reflects the 
volatility that we have experienced in our 
historical performance. 

 

1.3.2 Our calculation of the RoRE range  

We have calculated our own updated RoRE range, taking into account the Draft 
Determination changes to our outcomes package, except on the P10/P90 levels for which we 
use our own assumptions.  

The table below shows our RoRE range at the IAP re-submission, our estimate of the RoRE 
range following the Draft Determination, and Ofwat’s estimate of the RoRE range at the Draft 
Determination. Our estimates are based on applying a Monte Carlo compression, as 
explained in our original September 2018 submission, and we understand that Ofwat’s 
figures are also based on a statistical compression being applied to the RoRE range so 
these figures are consistent in that sense.  

Table 3  RoRE range calculations 

ODIs excluding C-MeX and D-MeX Potential downside Potential upside 

IAP  -£54.49m £7.63m 

Draft Determination – Ofwat calculation13 -2.4% 0.27% 

Draft Determination – our calculation14  -£88.12m / -2.93% £6.92m / 0.23% 

 

This table clearly shows the following. 

 Our potential upside remains relatively low and consistent with our business plan.  

 Our estimate of the potential downside shows that our exposure to risk has materially 
increased since the IAP. Our potential downside on ODIs is now -£88m (excluding C-

                                                
 

13  Ofwat only published this in RoRE terms not the monetary figures. 

14  We have not run our estimate of the Draft Determination through our Draft Determination financial model, so the 
RoRE range shown for the ‘our calculation’ is an estimate and shown to compare with Ofwat’s estimate (as Ofwat showed this in 
RoRE terms). 
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MeX and D-MeX), which represents a 62% increase in the potential downside since 
the IAP. This is a material increase in risk. 

 Ofwat’s RoRE calculations significantly underestimate this increase in risk exposure, 
as Ofwat has relied on amended P10 levels.  

We also show in the chart below how our RoRE range is spread across our PCs. This 
compares with the charts shown in Figure 1 and Figure 2 above.  

Figure 3 Our RoRE range calculations 

 

We are particularly concerned about our potential downside risk, and how this is spread 
across our PCs. We show the split of our RoRE downside across our PCs in the table below.  

Table 4 Potential downside spread across PCs 

PC 
Downside as a % 

of RoRE15 

% of total RoRE 

downside 

CRI -0.49% 14% 

Supply interruptions  -0.72% 20% 

Leakage  -0.42% 12% 

PCC  -0.20% 5% 

Mains repairs -0.89% 25% 

Unplanned outage  -0.15% 4% 

Low pressure  -0.01% 0% 

Appearance  -0.21% 6% 

                                                
 

15  Note that these RoRE figures are calculated outside of our financial model so are not exactly consistent with the 
headline RoRE figures we present, which have been calculated through the PR19 financial model.  
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Taste and odour  -0.02% 0% 

Risk of flooding  0.00% 0% 

Landowners  -0.08% 2% 

Biodiversity  -0.05% 1% 

AIM 0.00% 0% 

WINEP -0.31% 9% 

Household voids  -0.05% 1% 

Non-household voids  -0.05% 1% 

 

We have significant concerns about this lack of balance across our PCs, as explained below.  

 Ofwat expects companies to apply caps and collars in cases where the potential 
upside on a given PC amounts to more than 10% of the overall RoRE upside. There 
is no corresponding expectation within Ofwat’s approach for the potential downside. 
However, we have four PCs for which the individual PC downside amounts to more 
than 10% of the overall RoRE downside (two being 20% or more of the overall RoRE 
downside). This is the case for: CRI; supply interruptions; leakage; and mains repairs.  

While our customers are being protected from material potential upside, we are not 
correspondingly protected from material potential downside. This approach shifts the 
risk-reward balance excessively towards the risk side for companies as any material 
upside is capped but the material downside is not. In the context of a lower cost of 
capital, this presents a further challenge for the financeability of companies as this 
risk imbalance is not reflected within the cost of capital.  

 We also note that almost half (42%) of our potential RoRE downside is on three non-
customer facing PCs – unplanned outage, CRI, and mains repairs. Given that one of 
the main objectives of the ODI framework is to increase companies’ focus on 
delivering what customers want, it is not in line with this aim for almost half of our 
potential downside to be on non-customer facing PCs, as it gives a significant focus 
to service metrics that do not have a direct impact on our customers, who remain our 
priority.  

This also does not represent a good deal for customers. In light of the potential 
financial risks associated with these PCs, this creates a risk that we will be 
inappropriately incentivised to focus our attention on these PCs during 2020-25 given 
the financial risks involved. As we are also being stretched on our cost allowances, 
there is a risk that we will struggle to achieve our PCs in other areas that carry less 
material financial risk. We know that a number of our other PCs, in particular those in 
relation to the environment, are of particular importance to our customers.16 This shift 
in the balance of our outcomes package therefore presents a risk to us being 

                                                
 

16  South East Water September 2018 business plan submission, Appendix 1 Engagement  
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appropriately incentivised and therefore able to focus and deliver on our 
commitments that are actually the most important to our customers. Given that the 
whole purpose of the outcomes framework was to deliver improvements in elements 
of service that were the most important to customers, this shift in the balance of our 
ODI package is at odds with the entire objective of the outcomes framework.   

 In this regard we are most concerned around the level of exposure on mains repairs. 
We estimate that 25% of the overall RoRE downside is allocated to mains repairs.  

This is particularly concerning as mains repairs has always historically been used as 
an asset stability measure, rather than an element of our service for which we are 
obligated to deliver improvements. We are committed to maintaining a stable 
serviceability to our customers, in line with our statutory duties and our licence 
requirement to remain stable, and despite the leakage detection activities over AMP7 
which will increase mains repairs in the short term, there are a number of activities we 
are doing to try and reduce mains repairs over the longer term. 

Further, our potential underperformance payment on mains repairs is greater than our 
potential underperformance payment on leakage. This means that Ofwat is effectively 
discouraging us from meeting our very stretching PC levels on leakage, as the 
activities we need to carry out to find and fix leaks during 2020-2025 will have knock-
on consequences on our mains repairs performance.   

In addition to that, it is not a customer facing PC, and we are therefore being 
significantly incentivised to focus on something that will not directly affect the service 
and experience that our customers receive in 2020-25. Again, we do not consider that 
this is in-line with the purpose of the outcomes framework.  

Another way of illustrating the scale of potential downside that we will face during 2020-25 is 
by calculating what our underperformance payments would be if we were to continue to 
deliver our current level (2018/19) of performance. Our calculations show that this would be 
£68m under the Draft Determination outcomes package, which is an increase of £31m 
relative to our IAP. This also demonstrates that we are exposed to significantly more risk as 
a result of the Draft Determination.  

In addition to the extra financial exposure that we are facing as explained above, we will also 
have additional potential downside on C-MeX and D-MeX. Ofwat has clarified that the 
maximum potential downside for C-MeX is 12% (and the maximum potential upside is 6%) of 
annual allowed residential retail revenues, which amounts to roughly 12% of five years of 
allowed residential retail revenue.  

The guidance presented in Ofwat’s methodology documents on the scale of the C-MeX was 
unclear. Ofwat stated that “the top three performers would receive a performance payment of 
up to 1.2% of residential retail revenues” and that “the poorest performers would receive a 
penalty of up to 2.4% of residential retail revenues”.17 It was unclear whether the annual 
scale of the C-MeX would be a potential downside of 2.4% of annual residential retail 
revenues (and therefore around 2.4% over the AMP) or whether it would be in each year 
2.4% of AMP total residential retail revenues (or around 12% over the AMP). Our September 
2018 submission was based on a maximum potential downside of 2.4% of five years’ allowed 
residential retail revenue (and 1.2% maximum potential upside). Now that Ofwat has clarified 

                                                
 

17  Ofwat, Delivering Water 2020: our methodology for the 2019 price review, Appendix 3: customer measure of 
experience (C-MeX) and developer services measure of experience (D-MeX), December 2017, p9 
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how the C-MeX should be calculated, and that it is in each year 2.4% of total AMP residential 
retail revenues, this means that our potential exposure to C-MeX has increased around 
fivefold.  

Ofwat has also increased the financial exposure on D-MeX from 5% of annual developer 
services revenue to 12%. The table below summarises these changes. We note that Ofwat 
does not reflect these changes in its summary of our RoRE range, which means the Draft 
Determination further underestimates the financial exposure we are facing.18  

Table 5 RoRE ranges for C-MeX and D-MeX 

C-MeX and D-MeX Potential downside Potential upside 

IAP – C-MeX -£2.07m  £1.04m  

IAP – D-MeX -£3.04m  £1.52m  

Draft Determination, Ofwat calculation – 

C-MeX and D-MeX19  
-0.18% 0.10% 

Draft Determination, our calculation – 

C-MeX,20  
-£10.38m / -0.37% £5.19m / 0.19% 

Draft Determination, our calculation – 

D-MeX21 
-£7.56m / -0.27% £3.78m / 0.14% 

 

1.3.3 The level of financial exposure we are facing is unacceptable  

The table below summarises the total increase in financial exposure that we are exposed to 
on our outcomes package following the Draft Determination.  

Table 6 Total increase in financial exposure on outcomes following Draft 

Determination 

TOTAL (ODIs, C-MeX and D-MeX) Potential downside Potential upside 

IAP -£59.6m  £10.2m  

Draft Determination – Ofwat calculation22  -2.58% 0.37% 

Draft Determination – our calculation23  -£106.1m / -3.57% £15.9m / 0.55% 

                                                
 

18  Ofwat (2019): PR19 Draft Determinations, South East Water draft determination, p. 50 

19  Ofwat only published this in RoRE terms not the monetary figures, and only published C-MeX and D-MeX together.  

20  We have not run our estimate of the Draft Determination through our Draft Determination financial model, so the 
RoRE range shown for the ‘our calculation’ is an estimate and shown to compare with Ofwat’s estimate (as Ofwat showed this in 
RoRE terms). 

21  As above.  

22  Ofwat only published this in RoRE terms not the monetary figures. 

23  We have not run our estimate of the Draft Determination through our Draft Determination financial model, so the 
RoRE range shown for the ‘our calculation’ is an estimate and shown to compare with Ofwat’s estimate (as Ofwat showed this in 
RoRE terms). 
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Our total potential downside across all our ODIs, including C-MeX and D-MeX is now -
£106m, which represents an increase of almost 78% since our IAP submission. This level of 
potential downside is outside of Ofwat’s own indicative range, and amounts to a level of risk 
that is unacceptable to our business and outside of Ofwat’s own indication of what would be 
a reasonable level of exposure that a company could accept i.e. it is above three per cent. 

The Draft Determination gives us such material downside at least in part due to the very 
stretching PC levels that Ofwat expects that we believe are neither realistic or achievable. 
We note that Ofwat considers the PC levels to be P50 levels for a notionally efficient 
company, however we disagree with this view. Ofwat has used comparative information and 
set PC levels with reference to upper-quartile levels of performance for a number of PCs, or 
at least used comparative information to justify its amendments to proposed PC levels. It is 
not realistic to assume a notionally efficient company can perform relatively well on all 
outcomes, as well as being an upper-quartile company on costs. Ofwat’s approach is 
therefore fundamentally flawed. We note in particular that the CMA found in Bristol Water’s 
PR14 appeal that the use of horizontal assessments to set PC levels was not clearly superior 
to using cost-benefit analysis.24   

Ofwat’s proposals highlight the flaws and inconsistencies in both its assessment of the cost 
of capital and its approach to financeability. 

On the cost of capital, the wider RoRE range driven by these proposals will result in a greater 
variance of returns for equity investors.  This would feed through into a higher asset beta 
unless it was the case that all of the additional risk was diversifiable.25 The CMA considered 
this situation in Bristol Water and concluded that it would be unrealistic to assume the 
additional risks were diversifiable.  Therefore, it is reasonable to conclude that the forward 
looking beta values for the sector would be increased as a result of the higher risk profile.  
This is at a point where Ofwat has reduced its view of the asset beta for the sector to an 
historic low and well below the CMA’s stated range for asset betas for utilities. 

Furthermore, the downside skew of performance payments will also be a concern for 
investors, who require that expected returns should be at least equal to the WACC.  Faced 
with a negative skew to expected returns, one option would be to set the rate of return above 
the WACC to compensate for this.  However, we consider that it is more appropriate to 
address this issue through the process for setting targets and incentives, rather than through 
an arbitrary adjustment to the rate of return. 

In terms of a financeability assessment we consider that Ofwat’s approach is flawed in that it 
has not considered appropriate downside scenarios.  The CMA Bristol Water decision stated 
that: 

“We consider it good regulatory practice to consider the impact of downside shock on 

financial ratios.”   

Ofwat has not undertaken any analysis of downside scenarios or ‘stress testing’ for the 
assessment of financeability or financial resilience at the Draft Determination.  Not only is this 

                                                
 

24  CMA (2015), Final Determination on Bristol Water price determination, Appendix 9.1  

25  CMA (2015), Final Determination on Bristol Water price determination, Appendix 10.1 
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inconsistent with good regulatory practice outlined by the CMA but it is also a particular 
concern given the additional risk factors facing the industry at PR19 including: 

 First, the notional assessment (which assumes targets are met) is tighter than at 
previous controls, with less headroom within the band of investment grade ratings.   

 Second, as outlined above the targets for service performance are more ambitious 
than in previous controls.   

 Third, underperformance payments for poor performance are more material.  

Therefore, reasonable scenarios for underperformance on service performance will place 
material risk on financial resilience and the ability to raise finance on reasonable terms.  At 
the very least Ofwat’s methods for setting performance targets are not statistically perfect.  
This is to be expected, as no regulatory benchmarking method will give perfect results, and 
companies will strive to meet or exceed the targets set of them.  However, at a point where 
Ofwat is applying more stringent methods for setting targets than previously, there is clearly 
a greater risk that the targets turn out to be unrealistic.  Given this risk, it is vital to 
understand the impact of this scenario on the financial position of the companies.  

The fact that Ofwat has not undertaken stress-testing of the financeability position and in 
particular attempted to assess the impact of the higher risk profile that companies are 
exposed to at PR19 is an important omission and in our view is not consistent with satisfying 
either the financing duty or the resilience duty. 

 Summary of our response to the Draft Determination 

As explained above, the overall level of financial risk that we are exposed to in the Draft 
Determination is unacceptable to our business, as is the lack of balance in the spread of 
incentives across our PCs. We have reviewed the changes that Ofwat has made in as much 
detail as possible in the time we have been allocated to respond, and also the changes that it 
has made to other companies, and considered what amendments would result in a more 
balanced package of ODIs. In section 3, we provide a detailed response to each of Ofwat’s 
actions that we are challenging, and we highlight here the three most material areas of 
change.  

 CRI. The Draft Determination amends our ODI rate and also the level of the 
deadband.  

o Ofwat has amended our ODI rate to the average of its reasonable range. In 
Ofwat’s industry wide outcomes document, Ofwat states that “Two companies, 
South East Water on CRI and Southern Water on sewer collapses amended 
their ODI rates significantly between September and April business plans with 
little justification”. 26  

Ofwat then states that for the CRI the justification for using the average of the 
range is “other water quality measures used as proxy for past performance 
issues”, and for this we appear to have failed “check 3” within Ofwat’s 
approach.   

                                                
 

26  Ofwat (2019), PR19 draft determinations: Delivering outcomes for customers policy appendix, pp.50-51. 
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However, in our company specific actions appendix, Ofwat states that “the 
company has no performance issues”.27 

There is therefore a lack of clarity as to the reasoning behind Ofwat’s action. 
Its approach as set out in the policy appendix shows that companies should 
only be given the average of the range, if they have performance issues. 
Ofwat has elsewhere identified that we do not have performance issues, and 
we agree with this. We therefore do not agree with this intervention.  

Although there is limited data on the CRI, a subset of the same data is used to 
calculate the mean zonal compliance (MZC) each year. As such, performance 
data on MZC from 2015-2020 and the preceding years provide the best 
indication of likely performance on CRI in future. We have been consistently 
within the performance dead band of 99.95% in each year of 2015-2020.  

The figure below shows water companies’ comparative performance on MZC for the 
last seven years. Unsurprisingly, given the random nature of the sampling 
programme for each company and the variability of domestic plumbing and general 
water hygiene across the country, all companies show a reasonable spread of 
results, with an overall minimum of 99.86% up to a maximum of 100%. In this context, 
our performance is among the most consistent for this period with all annual results 
being between 99.95% and 99.98%. We are one of only eight water companies who 
have not dropped below 99.95% for any of the past seven years, and there are only 
six companies with a higher average MZC over this period. A number of companies 
with significantly worse performance over the period than us (i.e. Portsmouth Water, 
South Staffs and Cambridge Water, United Utilities and Welsh Water) are all included 
within the lower bound of Ofwat’s reasonable range. Overall, Ofwat’s approach is 
therefore inappropriate.  

                                                
 

27  Ofwat (2019), PR19 Draft Determinations, South East Water ‒ Delivering outcomes for customers actions and 
interventions, SEW.OC.A9, p. 6 
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Figure 4 Overall Mean Zonal Compliance Variation by Company 2012-18 

 

 

o We also do not agree with the intervention to amend the level of the 
deadband. One of the main reasons for this is that the government’s proposed 
metaldehyde ban has been overturned after a legal challenge, and as such, 
this will make it more challenging for the industry as a whole to meet the PC 
level. Taken together, these two points mean that we expect the majority of 
the industry will fail to meet Ofwat’s deadband of 1.5 in any given year – in 
fact we estimate around 60%-75% of the industry could fail to meet this 
deadband each year. This represents a significant shift relative to the current 
measure of MZC, for which only around 15%-20% of the industry fail to meet 
the deadband. As this is a measure of water quality, this apparent change in 
safety standards could be very misleading for customers and risks an 
erroneous public perception that the majority of the industry now has serious 
issues with water quality, which would simply not be the case. We recognise 
that it is appropriate for Ofwat to continue to challenge the industry in this 
area, but Ofwat must also consider the potential to damage the high levels of 
public trust and confidence in their drinking water if there is perceived to be a 
significant decrease in water quality performance. 

 Supply interruptions. The Draft Determination amends our PC levels, our ODI rates 
and also the level of our cap and collar. This results in an unacceptable level of 
downside risk on this PC, and we therefore need Ofwat to amend its approach to our 
PC/ODI package in this area. We have proposed one way forward below but we are 
also open to other options to reduce our overall downside on this PC.  

o We accept the industry wide amendment to the PC levels. 

o However, we do not agree with the amendment to our ODI rates. Ofwat 
triangulates across our proposed PR19 rate, our PR14 rate, and also the 
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industry average. The industry average is around five times the scale of both 
our PR19 and PR14 rates, while our PR19 and PR14 are relatively similar 
(both around £0.1m per minute). One of the core aspects of the outcomes 
framework is that the ODI rates are calculated on the basis of customer 
valuations from each company’s own region. The evidence is clear that our 
customers do not value improvements in this service as much as customers 
elsewhere in the country. Going against our own customer valuation data 
goes against one of the core elements of the ODI framework.  

In addition, Ofwat’s overall approach to reviewing and assessing ODI rates is 
inconsistent. Ofwat does not trust each individual company’s own valuation 
data and instead calculates the average and standard deviation of the 
companies’ data to identify outliers. Given that the sample size is so small, it is 
not correct to assume that the average of this dataset is any more robust than 
the individual data points. It is therefore inappropriate of Ofwat to use the 
average to determine outliers and apply the industry average to those 
identified outliers.  

We therefore propose that we use our PR14 rates, as this ensures the ODI 
rates are based on our own customers’ valuations and offers our customers 
the same level of protection as they are getting now. This does increase our 
ODI rates but not to the extent proposed in the Draft Determination.  

o We do not agree with the amended collar on supply interruptions. As a result 
of this change in the collar, we will remove our customer preferred enhanced 
compensation scheme as a result of this to avoid increasing the already 
unacceptable downside risk further.  

 Mains repairs. The Draft Determination amends our PC levels, and also our ODI 
rates. We did not propose a collar and Ofwat did not apply one in our case.  

o We strongly object to the amendment to our PC levels for the following 
reasons.  

 This PC alone accounts for 25% of our overall P10 downside. As this 
is a non-customer facing PC, it is entirely inappropriate for us to have 
such material downside on this one PC.  

 This is an asset stability measure. Our licence requires us to, and we 
are therefore obligated to ensure that our asset condition and capacity 
were maintained as was necessary to carry out regulated activities in 
accordance with the appointee’s statutory duties and to do so 
economically and efficiently. The requirement to significantly reduce 
the number of mains repairs as a quantitative service outcome is no 
longer consistent with this objective 

 We have delivered significant leakage reductions in 2015-2020 mainly 
by preventing bursts via pressure management and mains alterations, 
and have committed to delivering a stretching leakage reduction in 
2020-2025. Due to our previous strong performance on leakage and 
our continued commitment to reducing leakage, we are now limited in 
the activities that we can do to continue to deliver leakage reductions. 
The activities that we can do in 2020-2025 will focus more on proactive 
burst mains detection and repairs including via smart metering. It is not 
possible for us to commit to our leakage PC levels and also achieve an 
improved level of mains repairs.  
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o We do not have past performance issues on this PC having been stable since 
the measure was created. There therefore no justification for amending our 
ODI rate. In particular, we have not gone over the deadband in the current 
AMP. 

As highlighted above, in addition to our core issues set out above, we have also responded 
to Ofwat’s detailed actions in a number of other areas, which are all set out in section 3. 

Applying the changes we outline in this document, we summarise in the table below our 
RoRE range following this Draft Determination response.  

Table 7 RoRE range – Draft Determination response 

TOTAL (ODIs, C-MeX and D-MeX) Potential downside Potential upside 

ODIs (excluding C-MeX and D-MeX) -£43.7m / -1.45% £7.3m / 0.24% 

C-MeX -£10.4m / -0.37% £5.2m / 0.19% 

D-MeX -£7.6m / -0.27% £3.8m / 0.14% 

TOTAL (ODIs, C-MeX and D-MeX) -£61.6m / -2.1% £16.3m / 0.56% 

 

The table below shows our total upside and downside as per our Draft Determination 
response, and how this compares to the IAP, and the Draft Determination. This shows that 
overall our response returns the total ODI package to a stretching and challenging but 
acceptable level of risk and reward. Our total potential downside in monetary terms, as per 
our Draft Determination response, is slightly higher than our total potential downside in 
monetary terms (including all outcomes, C-MeX and D-MeX) at IAP, as shown in the table 
below.  

Table 8 RoRE range – Draft Determination response compared to IAP and Draft 

Determination 

TOTAL (ODIs, C-MeX and D-MeX) Potential downside Potential upside 

IAP -£59.6m  £10.2m  

Draft Determination – Ofwat calculation28  -2.58% 0.37% 

Draft Determination – our calculation29     -£106.1m / -3.57% £15.9m / 0.55% 

Draft Determination response  -£61.6m / -2.10% £16.3m / 0.56% 

 

In addition to amending the total RoRE downside, our response to the Draft Determination 
also amends the split of the RoRE downside across ODIs. The table below summarises the 

                                                
 

28  Ofwat only published this in RoRE terms not the monetary figures. 

29  We have not run our estimate of the Draft Determination through our Draft Determination financial model, so the 
RoRE range shown for the ‘our calculation’ is an estimate and shown to compare with Ofwat’s estimate (as Ofwat showed this in 
RoRE terms). 
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split of RoRE downside and how this has changed from the IAP to the Draft Determination 
and now in our response to the Draft Determination. The main impact of our response to the 
Draft Determination, relative to Ofwat’s Draft Determination, is to shift downside away from 
mains repairs and onto leakage. This is appropriate as mains repairs is a non-customer 
facing PC, while leakage is a customer facing PC, and one which we know our customers 
support a change in service level and are willing to pay for this.  

Table 9 Split of  RoRE downside – IAP, Ofwat Draft Determination and our response to 

Draft Determination30 

PCs 

IAP Ofwat Draft Determination 
Our response to Draft 

Determination 

RoRE 

downside 

% of total 

RoRE 

downside 

RoRE 

downside 

% of total 

RoRE 

downside 

RoRE 

downside 

% of total 

RoRE 

downside 

CRI -0.26% 12% -0.49% 14% -0.21% 11% 

Supply 

interruptions  
-0.17% 7% -0.72% 20% -0.40% 22% 

Leakage  -0.51% 23% -0.42% 12% -0.30% 17% 

PCC  -0.16% 7% -0.20% 5% -0.16% 9% 

Drought 

resilience  
-0.27% 12% -0.00% 0% -0.00% 0% 

Mains repairs  -0.30% 13% -0.89% 25% -0.30% 17% 

Unplanned 

outage  
-0.04% 2% -0.15% 4% -0.02% 1% 

Low pressure  -0.01% 0% -0.01% 0% -0.01% 0% 

Appearance  -0.12% 5% -0.21% 6% -0.08% 4% 

Taste and odour  -0.03% 1% -0.02% 0% -0.02% 1% 

Risk of flooding  -0.00% 0% -0.00% 0% -0.00% 0% 

Landowners -0.13% 6% -0.08% 2% -0.08% 4% 

Biodiversity  -0.14% 6% -0.05% 1% -0.05% 3% 

AIM 0.00% 0% 0.00% 0% 0.00% 0% 

                                                
 

30  Note that these RoRE figures are calculated outside of our financial model so are not exactly consistent with the 
headline RoRE figures we present, which have been calculated through the PR19 financial model. 
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WINEP 0.00% 0% -0.31% 9% -0.09% 5% 

Household voids -0.06% 3% -0.05% 1% -0.05% 3% 

Non-household 

voids 
-0.06% 3% -0.05% 1% -0.05% 3% 
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2. Interventions we are not challenging  

 Interventions we are accepting  

We are accepting the following interventions assuming other areas of our response (in 
sections 3 and 4) are accepted.  

 SEW.OC.A11 

 SEW.OC.A30 

 SEW.OC.A32 

 SEW.OC.A34 

 SEW.OC.A35 

 SEW.AV.A3 

 SEW.AV.A4 

 SEW.OC.C1 

 SEW.OC.C2 

 SEW.OC.C4 

 SEW.OC.C6 

 SEW.OC.C7 

 SEW.OC.C8 

 SEW.OC.C10 

 SEW.OC.C15 
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3. Further evidence on Interventions   

 SEW.OC.A6 – Per capita consumption PC levels  

3.1.1 Ofwat’s Intervention 

‘Intervention required. The company has the highest proposed per capita consumption level, 
which we do not consider stretching. The level is higher than 140 litres per person per day 
and understates the company’s own evidence. The company provides a clear description of 
its per capita consumption reduction initiatives and its estimates indicate potential total 
savings ranging between 6% and 8% at least, in comparison with the proposed reduction of 
6.3%. The company demonstrates innovative thinking and its plan involves piloting and roll-
out of new techniques. We do not consider its evidence of differences in population 
demographics sufficient and consider that the company assumed the lower end of possible 
savings indicated by its pilot studies.   

 We are intervening to set a performance commitment level based on reducing per capita 
consumption by 8%, the upper end of the range suggested by their own evidence.  

We set out our rationale for setting performance commitment levels for this common 
performance commitment in the 'PR19 draft determinations: Delivering outcomes for 
customers policy appendix'. 

We are intervening to set the performance commitment percentage reduction levels to the 
following values:  

2020-21 = 1.3%  

2021-22 = 3.2%  

2022-23 = 5.0%  

2023-24 = 6.5%  

2024-25 = 8.0%  

Units: percentage reduction in per capita consumption from initial level on a three-year 
average basis.’ 

3.1.2 Our response  

We do not agree with Ofwat’s Draft Determination on PCC in the following two areas:  

 Ofwat’s Draft Determination requires us to deliver an 8% reduction in PCC by 
2024/25; and  

 Ofwat’s view that we have the highest level of PCC in England and Wales.  

We provide our response on this below.  

Proposed reduction in PCC  

In Appendix 7, section 6.2, page 86 of our Business Plan submission we explained  

“Preliminary work with Advizzo indicate simple provision of water use report to raise 
customer awareness of their water use, making comparisons to similar water users, 
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will deliver at least two per cent savings at property level, equivalent to a reduction in 
per capita consumption of 3 l/h/d.” 

For the avoidance of doubt, this evidence provides the only clear description and evidence of 
proven potential water savings included in our plan i.e. only 30% of the 10 l/h/d reductions 
we have committed to delivering by 2024-25.  

The remaining 7l/h/d of reductions required to achieve the 6.3% reduction in three year 
average PCC by 2024-25 is wholly reliant on the delivery of new, innovative, and largely 
untested or proven initiatives that by definition attract much higher level of uncertainty and 
higher risk of failure. For example, the savings attributed to reducing plumbing losses in 
2020-2025 are theoretical, based on industry level assumptions rather than reliable pilot 
studies. There is a high degree of uncertainty whether the assumptions adopted will or will 
not be appropriate to us. And further, the programme to reduce plumbing losses proposed by 
us is on a scale and pace never attempted or successfully delivered by a water company in 
England and Wales. 

As with all innovative projects, the chances of success are unknown. One cannot therefore 
simply add up the potential savings that were presented in Table 13 of our IAP SEW.OC.A6 
response, as these potential savings are not simply additive. If it were possible to do so, we 
would apply a chance of success to each project, and then we could calculate an expected 
reduction in PCC as a result of the sum of these individual projects and the expected 
likelihood of success. However, we do not have a quantifiable chance of success for these 
projects, and so it is not possible for us to do this calculation.  

This is the reason why we proposed a PC level of 6.3% reduction, as it was a proxy for 
performing this risk adjusted calculation of expected potential PCC savings. We appreciate 
that this is an approximation however we do not agree with Ofwat’s alternative approach, 
which effectively assumes that all of our innovative projects will succeed with a 100% 
chance. For this reason, we strongly refute Ofwat’s amendment to our PCC PC levels. To put 
it another way, in assuming the upper end of our possible range, Ofwat is assuming that all 
of our innovative projects will work. This essentially removes any potential chance for us to 
outperform on this PC, which is inconsistent with incentive based regulation.  

If we are fortunate and a number of our innovative projects are successful, then in that 
scenario, we might be able to deliver reductions in PCC beyond what we have committed to 
achieving. If this happens, we recognise that we would receive outperformance payments 
and we consider that this would be entirely appropriate. We have taken on board a significant 
risk in committing to these innovative projects, and if we are successful, we will be able to 
share important knowledge with the industry about how to achieve reductions in PCC. This is 
a very important area of our service for the future, and it is right that we would be rewarded 
for bringing innovative solutions forward to the industry.  

Finally, we would like to clarify that at no time have we taken the view that population 
demographics affect assumed levels of PCC savings. The programme we have put forward 
was determined independently of the company’s population demographics. The proven 
savings from our water use pilot studies during AMP6 was a 2% reduction in PCC, equivalent 
to 3 l/h/d.  

Highest levels of PCC in England and Wales  

In its Draft Determination, Ofwat states that we have the highest proposed PCC, which it 
does not consider stretching. We present analysis below that demonstrates we do not have 
the highest proposed PCC in England and Wales. We also explain why comparing company 
level PCC does not provide a robust means by which to measure level of stretch.  
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The table show below summarises detailed analysis we have completed using data from 
water companies’ Water Resource Management Plans (WRMPs). We have compared 
annual PCC figures in 2024-25 at water resource zone level across all water companies in 
England and Wales.  
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Table 10 Water Resource Zone per capita consumption across England and Wales 

South East Water’s Water Resource Zones 
(WRZ) 

SEW PCC 2024-25 SEW Household 
population  2024-

25 

SEW Water 
Resource Zone 
and Total 
Company 
population as a % 
of total population 
in England and 
Wales  

Total  population  
England and 
Wales with Water 
Resource Zone 
per capita 
consumption at or 
above SEW’s 
Water Resource 
Zone  level per 
capita 
consumption 

% of total 
population in 
England and 
Wales with Water 
Resource Zone 
per capita 
consumption at or 
above SEW’s 
Water Resource 
Zone  level per 
capita 
consumption 

South East - Bracknell WRZ 146.1 724,200 1.2%                4,398,172  7.3% 

South East - H Heath WRZ 144.8 330,286 0.5%                4,749,577  7.8% 

South East - Farnham WRZ 139.1 141,527 0.2%                8,888,975  14.7% 

South East - Eastbourne WRZ 138.8 264,893 0.4%                9,661,101  15.9% 

South East - Cranbrook WRZ 131.8 83,381 0.1%             27,925,828  46.1% 

South East - Ashford WRZ 131.3 333,883 0.6%             34,985,884  57.7% 

South East - T Wells WRZ 129.3 171,150 0.3%             46,090,850  76.0% 

South East - Maidstone WRZ 126.8 271,249 0.4%             48,952,815  80.8% 

South East Water - Company  Level 138.6 2,320,568 3.8%  -  - 

England and Wales Total Population based on 
water companies' WRMPs 

60,608,249 -  -  - 

England and Wales weighted PCC based on 
water companies ' WRMPs 

132.3 - - - 
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 Our PCC at a company level: We supply 3.8% of the total population for England 
and Wales across eight water resource zones. The average cross our whole 
company region is 138.6 l/h/. 

 Country wide level:  

o The analysis shows that the weighted average annual PCC across all water 
resource zones in England and Wales by 2024-25 is 132.3 l/h/d.  

o 27,836,017 people or 45.9% of the total household population are forecast in 
2024-25 to have a PCC that is higher than the weighted annual average figure 
for England and Wales of 132.3 l/h/d.   

 Our PCC compared to the country wide level:  

o Four of our water resource zones will have PCC in 2024-25 below the 
England and Wales weighted average annual PCC in 2024-25 of 132.3 l/h/d. 

o In our other four water resource zones (or 1,460,906 people) forecast PCC in 
2024-25 will be higher than the England and Wales weighted average annual 
PCC of 132.3 l/h/d. Our calculations show that there are a total of 9,661,101 
people or 15.9% of the total household population that will have the same or 
higher levels of per capita consumption in 2024-25.  

o The population in our water resource zone with the highest per capita 
consumption is 724,200 people. There are a total of 4,398,172 people or 7.3% 
of the total household population with similar or higher per capita consumption 
in 2024-25. 

o There will be just over 3,500,000 people in England and Wales in water 
resource zones with a PCC that exceeds the maximum PCC found in South 
East Water in 2024-25. 

Overall, we accept we have a higher proportion of our overall population in water resource 
zones with higher PCC than is the case for other water companies, which makes our overall 
PCC level appear relatively high. However, we do not agree that we have the highest levels 
of PCC in the country, as there are expected to be 15.9% of the population in England and 
Wales with PCC levels at or above the levels that we are expecting to have at a company-
wide level by 20224/25 and 7.3% of the population in England and Wales who will have the 
same or similar levels of PCC as our water resource zone with the highest PCC level. There 
are therefore non trivial numbers of people within England and Wales with similar PCC levels 
to our highest consuming customers.  

 SEW.OC.A8 – Drought resilience definition  

3.2.1 Ofwat’s Intervention 

‘The performance commitment level (zero risk) is sufficiently stretching but may be unrealistic 
in year 1 given the starting non-zero risk.  

Intermediate calculations both give us confidence that companies have followed our 
definition appropriately and allow us to intervene effectively if we do not consider the service 
levels are stretching.   

We would like companies to confirm that their performance commitment levels are reflective 
of their water resources management plan position.   
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We would like companies to confirm which programmes of work will impact their risk profile 
forecasts.  

If companies do not provide the intermediate calculations this may impact our assessment of 
levels throughout the 2020-25 period since there needs to be consistency to make years 
comparable.   

We set out our rationale for assessing this common performance commitment in the 'PR19 
draft determinations: Delivering outcomes for customers policy appendix '. 

This is a sector wide action.  

The company should provide a full set of intermediate calculations at a zonal level, 
underlying the risk calculation (for both baseline levels and performance commitment).   

The company should confirm that its performance commitment levels are reflective of its 
water resources management plan position. This should include the potential that it will have 
access to drought orders and permits The company should confirm which programmes of 
work will impact its forecasts.  

The company should confirm which schemes will impact its forecasts.’ 

3.2.2 Our response  

We respond to each of Ofwat’s individual points below.  

Ofwat stated that “Southern Water, Affinity Water and South East Water have all forecast 
non-zero risk in 2019-20 dropping to a performance commitment level of zero in the first year 
of the period. We consider these proposed levels may be unachievable or inaccurate but we 
accept them at this stage since we do not have enough information to base an intervention 
on and the proposed performance commitment levels are very stretching.”31 

In our IAP response to action SEW.OC.A8, submitted to Ofwat in April 2019, we included a 
set of tables that presented our baseline performance in 2019-20 of 84% under average 
conditions and 80% under peak conditions. We believe this to be the ‘non-zero risk 
performance’ referred to by Ofwat in its Draft Determination. 

However, the figures included for 2019-20 were not measuring performance for the year 
2019-20. They were instead measuring baseline performance across the whole 25 year 
period 2019-20 to 2044-45. This is consistent with our understanding of the requirements set 
out in Ofwat’s methodology.  We also confirm for AR20 we expect to report a performance of 
zero risk for 2019-20. 

In the same baseline tables we confirmed a PC level of zero risk will be delivered 
immediately from year 1 through to year 4 of the 2020-2025 period, under average demand 
conditions, without the need to deliver any new interventions. In the same tables we 
confirmed a PC level of zero risk will be delivered immediately from year 1 through to year 5 
in 2020-2025, under peak demand conditions, also without the need to deliver any new 
interventions.  

Brought together, the above information provides an explanation of why it will be possible for 
us to deliver a Pc level of zero risk in the first year (and indeed the first 4 years under both 

                                                
 

31  Ofwat (2019) Draft Determination, Delivering outcomes for customers policy appendix, p. 48 
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peak and average demand conditions) of 2020-2025, and without needing to deliver any new 
interventions.  

Ofwat also states that “The company provides some intermediate calculations for risk at a 
water resource zone level. It does not provide the underlying supply-demand balance. There 
is also an explanation of the approach taken and how water resources management plan 
solutions are incorporated into the performance commitment level.”32 

We address intermediate calculations later below. We confirm that the underlying supply 
demand balance included in the assessment is the same supply demand data included in our 
revised draft WRMP19, with adjustment made strictly in accordance with the steps required 
by Ofwat’s methodology.       

Ofwat also states that “The performance commitment level (zero risk) is sufficiently stretching 
but may be unrealistic in year 1 given the starting non-zero risk.”33 

For reasons set out above, delivering a performance of zero risk in year 1 is demonstrably 
realistic and will be delivered, and without a reliance on new interventions.  

Ofwat also states that “Intermediate calculations both give us confidence that companies 
have followed our definition appropriately and allow us to intervene effectively if we do not 
consider the service levels are stretching.  We would like companies to confirm that their 
performance commitment levels are reflective of their water resources management plan 
position.”34 

We address intermediate calculations later below. We confirm that our PC level is fully 
reflective of our water resources management plan position.   

Ofwat also states that “We would like companies to confirm which programmes of work will 
impact their risk profile forecasts. If companies do not provide the intermediate calculations 
this may impact our assessment of levels throughout the 2020-25 period since there needs 
to be consistency to make years comparable.”35 And also “The company should confirm 
which programmes of work will impact its forecasts.”36 

In section 6 of Appendix 7 of our business plan submission, we summarised the programme 
of schemes to be delivered during AMP7 as part of our WRMP preferred plan. The 
programme comprises three main components: 

 Components one and two being ambitious levels of water efficiency and 15% leakage 
reductions – these two programmes combined are forecast to deliver more new water 
than is required to maintain a positive supply demand balance during the period 
2020-2025.  This means any underperformance related to both these programmes is 
very unlikely to present a material risk in our ability to deliver a performance of zero 
risk during AMP7.  

 The third and final component is the Aylesford Newsprint licenses new resource 
scheme. Delivery of this scheme on time, as per our WRMP will be important to 

                                                
 

32  Ofwat (2019), PR19 Draft Determinations, South East Water ‒ Delivering outcomes for customers actions and 
interventions, SEW.OC.A8, p. 5 

33  As above  

34  As above   

35  As above  

36  As above  
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ensure we maintain a positive supply demand balance from 2023-24 onwards. Any 
small delay in the timing of this scheme is likely to present only a moderately small 
risk to our ability to deliver a performance of zero risk from the end of 2023-24 
onwards.      

Ofwat also states that “The company should provide a full set of intermediate calculations at 
a zonal level, underlying the risk calculation (for both baseline levels and performance 
commitment).”37  

It is evident from the Draft Determination that the current reporting requirements provided to 
water companies did not fully meet Ofwat’s requirements. For this reason it will be helpful if 
Ofwat provided a new, full and comprehensive set of input submission tables that included 
intermediate steps. This would ensure water companies do provide all the information being 
requested by Ofwat, and in a format that will meets its requirements too. 

Should a comprehensive set of input submission tables be made available, we believe it will 
be a relatively quick and straightforward process for us to transfer our existing company 
assessments into a consistent submission format.   

Ofwat also states that “The company should confirm that its performance commitment levels 
are reflective of its water resources management plan position. This should include the 
potential that it will have access to drought orders and permits”.38   

We confirm that the PC levels we have included are reflective of our WRMP position, and 
that we will have access to drought orders and permits consistent with our recently published 
drought plan. 

 SEW.OC.A9 – CRI ODIs  

3.3.1 Ofwat’s Intervention 

‘Intervention required.   

The company sufficiently explains how its outcome delivery incentive rate is coherent with 
rates proposed for other asset health performance commitments.  The company has 
explained the formulation of its outcome delivery incentive rate. However, the company has 
reduced its rate significantly between its September 2018 and April 2019 business plan 
submissions, to align with the industry range and our amendments for the fast-track 
companies.  

The company's underperformance payment rate is at the lower bound of the reasonable 
range set out in our 'PR19 draft determinations: Delivering outcomes for customers policy 
appendix', and the value in the September business plan was at the upper end of our range. 
Our approach is to triangulate both values and use the average of the range. The company 
has no performance issues.  

We set out our rationale for setting outcome delivery incentive rates for this common 
performance commitment in the 'PR19 draft determinations: Delivering outcomes for 
customers policy appendix'.  

                                                
 

37  As above  

38  As above  
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We are intervening to increase the company's underperformance payment rate to -£0.522 
million, based on the average of the reasonable range.’ 

3.3.2 Our response  

Ofwat has amended our ODI rate to the average of its reasonable range, however Ofwat is 
not consistent in its reasoning for making this change. In Ofwat’s industry wide outcomes 
document (PR19 draft determinations: Delivering outcomes for customers policy appendix, 
p.50-51), Ofwat states that “Two companies, South East Water on CRI and Southern Water 
on sewer collapses amended their ODI rates significantly between September and April 
business plans with little justification”. Ofwat then states that the justification for using the 
average of the range is “other water quality measures used as proxy for past performance 
issues”, and for this we appear to have failed “check 3” within Ofwat’s approach. Our reading 
of this is that our ODI rate has been amended because we did not sufficiently justify our 
change at the IAP, and also that Ofwat considers us to have past performance issues on 
water quality measures (as a proxy for past performance issues on CRI).  However, in our 
company specific actions appendix, Ofwat states that “the company has no performance 
issues”.  

There is therefore a lack of clarity as to the reasoning behind Ofwat’s action. Its approach as 
set out in the policy appendix shows that companies should be given the average of the 
reasonable range, only if they have performance issues. Ofwat has elsewhere identified that 
we do not have performance issues, and we agree with this. We therefore do not agree with 
this intervention.  

We provide in this section further evidence on: 

 why we amended our ODI rate at the IAP; 

 why water quality measures referenced are not a suitable proxy for performance on 
the CRI; and  

 our historical performance levels, which show we do not have performance issues, 
and our deliverability for the future warranting an improvement in incentive rate.  

Firstly, we amended our underperformance rate at the IAP because Ofwat identified that our 
proposed ODI rate was at the upper bound of its IAP reasonable range. This prompted us to 
review the costs that we had included in the calculation of our ODI  rate. Having had the 
opportunity to review our costs, we halved our ODI rate from -£0.70m to -£0.35m per index 
point. We recognise that we did not properly explain at the IAP that this halving of the ODI 
rate was based on our updated estimates of the costs of delivering service improvements on 
this PC. Our amendment to the ODI rate on the CRI is therefore well-justified and a more 
robust way to set our ODI than Ofwat’s approach. Ofwat’s approach of averaging two values 
is no more reasonable, and is not consistent with approaches that it has taken elsewhere to 
setting ODIs.  

Secondly, we do not consider that water quality service levels referenced are a good proxy 
for performance levels on the CRI for the following reasons.  

 Looking at the two PCs from a statistical perspective, Appearance is not a good proxy 
for CRI as it is based on an entirely different data set. Appearance is based solely on 
customer contacts which have been received. CRI is based on a calculation 
encompassing the following parameters: seriousness of water quality failure; 
flow/volume or population supplied; and DWI assessment.  
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 Looking at the two PCs from a wider performance perspective, CRI encompasses all, 
52, regulatory parameters regarding water quality, however only a very small number 
of these parameters (typically; iron, manganese, turbidity, taste and odour) may 
actually influence the quality of water at the customers tap and therefore customers 
perception of the Appearance of water. 

 In addition the factors affecting a company’s performance with regards to the two PCs 
are different, as summarised below, and therefore are not a like for like comparison.  

o Appearance – this is primarily linked to the condition and management of the 
distribution system. Very rarely are customer contacts actually associated with 
treatment works or reservoir performance.  

o CRI – performance on this PC is primarily influenced by the performance of 
water treatment works and service reservoirs (as stated in DWI Chief 
Inspectors Report 2018). 

Any justification for amending our ODI on the CRI on the basis of water quality service levels 
is therefore unfounded.  

Thirdly, we do not have performance issues on the CRI. Although there is limited data on the 
CRI, a subset of the same data is used to calculate the mean zonal compliance (MZC) each 
year. As such, performance data on MZC from 2015-2020 and the preceding years provide 
the best indication of likely performance on CRI in future. We have been consistently within 
the performance dead band of 99.95% in each year of 2015-2020.  

The figure below shows comparative performance on MZC for the last seven years. 
Unsurprisingly, given the random nature of the sampling programme for each company and 
the variability of domestic plumbing and general water hygiene across the country, all 
companies show a reasonable spread of results, with an overall minimum of 99.86% up to a 
maximum of 100%. In this context, our performance is among the most consistent for this 
period with all annual results being between 99.95% and 99.98%. 



 

Draft Determination response – Delivering outcomes for customers  | 30th August 2019 
 

 Page 40 of 85 
 

Figure 5 Overall Mean Zonal Compliance Variation by Company 2012-18 

 

 

We would also like to note the following in relation to this chart. 

 We are one of only eight water companies who have not dropped below 99.95% for 
any of the past seven years, and there are only six companies with a higher average 
MZC over this period.  

 A number of companies with significantly worse performance over the period than us 
(i.e. Portsmouth Water, South Staffs and Cambridge Water, United Utilities and 
Welsh Water) are all included within the lower bound of Ofwat’s reasonable range.  

The only other PC within 2015-2020 that uses data which will contribute to the CRI 
calculation is the above ground serviceability measure. We have remained stable on this 
measure for each of the past seven years. 

The relevant comparative evidence that is available therefore shows that we do not have any 
past performance issues. We also have a comprehensive strategy in place to achieve the 
best possible performance on the CRI in 2020-2025. Our strategy includes the following.  

 Drinking Water Safety Plan approach to assessing all risks within the company area 
Source to tap (continuation and improvement of current approach) 

 Haz-Rev review of key sites 

 Targeted WTW investment programme 

 Online monitoring at all WTW with alarm and shut down for critical parameters 

 Risk based maintenance regime for WQ monitors 

 Risk based cleaning and inspection programme for all WTW and vessels 
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 Adoption of new technologies to improve and optimise WTW control and dosing  

o Adoption of innovative techniques for trunk main renovation 

o Smart network monitoring programme 

o In situ monitoring of chlorine in network 

o Improved water turnover  

o Optimal use of service reservoirs 

The chart below shows the number of failures in water supply zones between 2014 and 
2019. This shows a generally improving trend and relates to the work that we are doing to 
improve our performance in this area. Our catchment management and WINEP work reduce 
the number of failures in relation to metaldehyde, while our water treatment work optimisation 
and flushing reduce the number of iron/manganese/bacteriological failures.  

Figure 6 Compliance failures in water supply zones 2014-2019 

 

Overall, the amendment that we made to our ODI on CRI at the IAP was well-justified. We 
also do not have past performance issues on relevant PCs, in particular MZC, and we have a 
strong plan in place in order to deliver effectively during 2020-25. There is therefore no case 
for amending our ODI, and it should remain at -£0.35m per index point.  

Finally, we note that even with this ODI, the Draft Determination places 11% of our total 
potential RoRE downside on this PC. While we agree that this is an important PC, it is not 
customer facing, and so it should not have any more downside applied to it. Indeed, we 
argue that the potential downside should be reduced further, by amending the industry wide 
deadband.  
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 SEW.OC.A10 – CRI deadband  

3.4.1 Ofwat’s Intervention 

‘Intervention required.  

This is not a new obligation but a different way to express performance against the 
longstanding statutory obligation to supply drinking water that is 100% compliant 100% of the 
time. The measure can fluctuate like all others, but existing performance data does not 
suggest volatility. Some variance may be due to the pesticide failures, which is expected to 
be reduced once the ban on the use of metaldehyde is in place at the start of the 2020.  

We consider that public perception is a matter of how the performance against targets are 
communicated and this should not be a reason to provide a worse level of service.   

As described in the PR19 draft determinations: Delivering outcomes for customers policy 
appendix, we have further reviewed the deadband levels for all companies since the IAP. We 
recognise that this is a fairly new measure and there may be a need to retain some flexibility 
for new metaldehyde legislation to be implemented therefore we have increased the 
deadband for the first two years of 2020-25 compared to our proposal at IAP. As with the rest 
of the industry we are setting a deadband profile at 2.0 for the first two years, before 
tightening it to 1.5. 

We are intervening to set a standard deadband. The deadband profile for the Compliance 
Risk Index is:  

2020-21 – 2.0  

2021-22 – 2.0  

2022-23 – 1.5  

2023-24 – 1.5  

2024-25 – 1.5  

Unit = Compliance Risk Index Score.’ 

3.4.2 Our response  

We fully agree that the PC level should remain at 0 for each and every year of the period 
2020-2025.  However, we do not agree with the scale of the proposed deadband. The 
confirmed CRI comparative performance data for 2018 shows that performance on this PC 
remains volatile, as the industry performed across a wide range, from 0 to over 16. In 
addition, a single failure from one company contributed to an individual CRI score in excess 
of 4 units. Given this volatility, a single failure could result in a score over two times the 
proposed deadband for years one and two of 2020-2025, and approximately three times the 
deadband in years three to five. It does not feel appropriate that a single failure would result 
in a material underperformance payment.  

Ofwat also states that “some variance may be due to the pesticide failures, which is expected 
to be reduced once the ban on the use of metaldehyde is in place at the start of the 2020”.39 
It should be noted that the metaldehyde ban which drove these comments was subject to a 
judicial review on 30 July 2019 and the ban has subsequently been overturned. This means 

                                                
 

39  Ofwat (2019), PR19 Draft Determinations, South East Water ‒ Delivering outcomes for customers actions and 
interventions, SEW.OC.A10, p. 6 
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that the acknowledged variance that the use of metaldehyde brings will persist across the 
whole of 2020-2025, so at an absolute minimum the CRI deadband should remain at 2.0 for 
all five years.  

Overall, we propose that Ofwat reverts to an industry deadband of 3.7. This level reflects the 
variance that is driven by the lack of a metaldehyde ban and also ensures that companies 
only face underperformance payments for material and consequential failures.  

 SEW.OC.A12 – Supply interruptions ODIs  

3.5.1 Ofwat’s Intervention 

‘Intervention required.   

Our draft determinations take into account customers’ views on performance levels, as well 
as historical and forecast performance levels across the sector. In some instances this 
results in our draft decisions on performance commitment levels differing from the level 
supported by customers. We are satisfied that our decisions provide strong customer 
protection and appropriately incentivise the company. The company’s proposed rates are 
materially below the reasonable range that we set out in 'PR19 draft determinations: 
Delivering outcomes for customers policy appendix', and offer a lower level of customer 
protection than provided by the rates for its corresponding outcome delivery incentive for the 
2015-20 period.   

We considered that the company has clear incentives to understate it rates given its recent 
poor performance on supply interruptions.  

We set out our rationale for setting outcome delivery incentive rates for this common 
performance commitment in 'PR19 draft determinations: Delivering outcomes for customers 
policy appendix. 

We are intervening to set the underperformance payment rate by triangulation across (i) the 
company’s proposed rate; (ii) the industry average (on a normalised basis); and (iii) the rate 
that applies to the company's 2015-20 supply interruptions outcome delivery incentive.   

We are intervening to set the outperformance payment rate at the underperformance 
payment rate with an adjustment to reflect customer preferences and the average ratio of 
underperformance to outperformance suggested in companies' September business plans as 
set out in PR19 draft determinations: Delivering outcomes for customers policy appendix.  

 The results in outperformance and underperformance payment rates of £0.197 million and -
£0.237 million per minute per property, respectively.’ 

3.5.2 Our response 

Ofwat has amended our ODI rates on supply interruptions for the following two reasons: our 
proposed ODI rates are below the lower bound of Ofwat’s reasonable range; and it considers 
that we have poor performance on supply interruptions and therefore have an incentive to 
understate our ODI rates. We address both of these challenges directly in this response.  

We recognise that our proposed ODI rates are outside of Ofwat’s reasonable range, however 
this is not sufficient reason for our ODI rates to be amended. One of the key elements of the 
PC and ODI framework is that the ODI rates are calculated on the basis of customer 
valuations. This is especially true and important in the case of customer facing PCs, such as 
this one. To amend our ODI rates on supply interruptions disregards our own customer 
research and goes against one of the key underlying principles of the outcomes framework. 
In addition to this, Ofwat states elsewhere that it has “not identified any concerns with the 
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company’s underlying valuation research”.40 In this context, we are particularly concerned 
about Ofwat’s use of the industry average in its calculation of our ODI rates. Since our 
proposed PR19 ODI rate is not dissimilar to our PR14 rate, the evidence shows that our 
customers consistently value supply interruptions less than customers do elsewhere in the 
country. As a result of this, it is inappropriate for our ODI rates to be artificially inflated.  

In addition to this, Ofwat’s overall approach to reviewing and assessing ODI rates is 
inconsistent. Ofwat does not trust each individual company’s own valuation data and instead 
calculates the average and standard deviation of the companies’ data to identify outliers. 
Given that the sample size is so small, it is not correct to assume that the average of this 
dataset is any more robust than the individual data points. This is because, to the extent that 
there are any outliers, these outliers will also affect the average, as the sample size is not 
large enough to dilute the impact of the outliers on the average. It is therefore inappropriate 
of Ofwat to use the average to determine outliers and apply the industry average to those 
identified outliers.  

There is also no need for Ofwat to be concerned about our deliverability on this PC, as we 
have a number of innovative solutions that we will be introducing to achieve service 
improvements. For reference, we provide more information on this in the remainder of this 
section. 

Overall, we do not consider that there is sufficient evidence for Ofwat to amend our ODI rate, 
and indeed doing so goes against the main principle of the outcomes framework that 
customer facing ODI rates should be linked to customer valuations. However, to provide 
further protection for customers we propose to amend our ODI rates to £0.133m per minute 
for both our out and underperformance rates. As our PR14 ODI rate was based directly on 
our customer valuations, our approach of using our PR14 rates at PR19 will maintain the 
direct link between our customer valuations and our ODI rates, which is a key principle of the 
outcomes framework.   

In the remainder of this section we provide a wide range of operational explanations to 

demonstrate that we have a robust programme of innovative work in place that will enable us 

to deliver strong performance during 2020-2025. 

Smart Water Networks 

The cornerstone of how we intend to operate and maintain our 14,000 km of distribution 
network is a smart network approach. This will involve bringing the network to life to enable 
more automated decision making. A Smart Water Network (SWN) integrates existing 
infrastructure, introduces smart digital meters and increases network sensor density (noise 
loggers, pressure sensors and water quality sensors). Data from these assets will be 
collected frequently and sent over a wireless network to analytical systems and tools which 
enable more effective decision making that will reduce leakage, subsequent bursts and 
interruptions to supply. 

The SWN will be made up of smart digital metering, pressure and water quality sensors 
allowing a journey to visualise, analyse, monitor, predict and improve the real-time 
performance of our water network. The hypothesis being by aggregating all known 
information with more granular and frequent network data we will be able to recognise 

                                                
 

40  Ofwat (2019), PR19 Draft Determinations, South East Water ‒ Delivering outcomes for customers actions and 
interventions, p. 4-5 
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patterns better, reduce false positive readings and improve detection, localisation and 
prediction leading to less bursts and associated water supply interruptions.  

Smart Water Networks Trial 

To test the hypothesis, a SWN trial is now well advanced and is due for completion in the 
autumn of 2019. This trial is located in North Kent (Hartley, New Barn and Longfield) and 
involves the deployment of network sensors, smart loggers and digital customer meters 
serving 2,100 properties.  

Figure 7 Smart Network Trial 

 

Two network technologies are being tested in the trial, a combination of long range radio 
(FlexNet) and low power wide area network (NB IoT). Collectively these will provide the 
network coverage for smart end points (domestic smart meters) and sensors installed 
throughout the network. 

Figure 8 Smart Network Trial Area 2019 

 

The additional software applications used in the trial consists of operational and customer 
analytics, along with discrete integration points with our existing business systems. 
Collectively, this will provide a deeper insight and understanding to manage the water 
network, and support customer engagement initiatives to promote positive behavioural 
change. Once metering infrastructure, networks, and software applications are in place, this 
will represent the creation of a “digital twin” of the entire water network infrastructure.  
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On completion of the trial, we will be in a position to have assessed first hand, the costs, 
benefits and of blueprint for building and operating a SWN on a company wide scale with the 
intended benefits being to reduce leakage, bursts and subsequent interruptions to supply. 

Leakage Optimisation & Smart Network Team  

In recognition of the implementation of a Smart Water Network and the need to have a more 
predictive pro-active approach to operating and maintaining the distribution water network, 
changes to the existing operational leakage and networks team is being implemented. This 
new team will be responsible for the delivery of the leakage business plan initiatives and the 
monitoring, maintenance and optimisation of asset and the network which will also positively 
impact interruptions to supply. 

Recruitment is well advanced and due for completion in the autumn of 2019 which includes a 
number of new key roles in SEW, as follows. 

 Leakage Optimisation & Smart Network Project Manager: Accountable for the project 
delivery of the ten work streams and the coordination of activities across the 
business. Management of existing pressure management and data teams and would 
responsible for the distribution operational management strategy. 

 Project Programme Manager: Responsible for managing the field delivery team and 
controlling the intelligent investment decisions to deliver the leakage and supply 
interruption work streams.  

 Strategic Leakage Engineer: Responsible for the early identification of below ground 
performance projects and the design of field network solutions leading to leakage 
reduction and to mitigate supply interruptions. 

Operational Logistics 

An important factor in the effective servicing and maintenance of the water distribution 
network relates to logistics, the location of plant, equipment and materials to respond in 
particular to unplanned network events such as bursts and subsequent supply interruptions. 
This led to a review of the existing operational depot set up across the operational business.  

We commissioned an external specialist with proven logistics technology modelled and 
developed from Ministry of Defence application. The approach utilised our existing burst 
data, locations of the existing depots, plant, equipment and simulations to inform the most 
optimised outcome to respond to bursts and supply interruptions. This outcome allowed the 
business case for implementing changes to existing depots leading to a new location in Kent 
(Lenham), and requirement to source a new more central location in Sussex, both of which 
are located in the our eastern region, where interruptions to supply performance has been 
most challenging. The simulation model predicted little or no change for our Western region. 

The following is an example of the burst pipe demonstrator which incorporates the following 
to complete the simulations; 

 Three years of burst pipe data 

 Existing operational Depot locations 

 Location of operational and contractor personnel 

 Location of plant, equipment and materials 

 GIS system containing the water distribution network 
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 Highway road network 

Figure 9 Burst concept demonstrator 

 

The new operational Depot in Kent and Sussex is modelled to improve supply interruption 
response by an average of 22 minutes per repair in the Eastern region. The site at Lenham 
has now been acquired and a search for a suitable location in Sussex continues. 

Operational Networks Staff Working Patterns 

In order to improve the resilience of the operational response in servicing the water 
distribution network, a review of the current staff working patterns of the operational staff has 
been carried out. This considered historic actual work over a three year period review of all 
Distribution work, inclusive of seasonal variances and exceptional incidents Working time 
analysed – current actual hours including comparison of in and out of hours response times  

Figure 10 Example of the data analysis factoring in a range of possible working 

patterns 

 

The outcome of this twelve month review has resulted in move from a five day to a six day 
working week. This change of working pattern offers greater coverage in the morning in 
response to bursts that historically occur after high night time pressures when customers are 
demand is significantly reduced. Field response to these early morning bursts will be much 
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improved given the change of working pattern to six days per week covering 07:00am to 
19:00pm, serviced by one hundred and six Network Technicians.  

Water Network Organisation and Operability 

The distribution network is divided into some 1250 DMAs (District Meter Areas) but of these 
130 exceeded 2000 properties and 50 exceeded 3000 properties. Some larger DMAs are 
supplied through several separate inlets. To address this, a planned DMA Reorganisation 
programme has been completed to divide some including new inlet arrangements or 
reinforcement within each discrete area. This will improve the rate by which leaks can be 
found (targeting smaller areas) and also will see a reduction in interruptions property minutes 
through improved response and network operability and valve control. 

The programme has reduced the size of a large number of DMAs, increased operability to an 
all-time high of over 90% including rezoned small areas to enable better pressure 
management elsewhere or to improve pressures for other customers where growth in the 
area could threaten levels of service. 

Calm Networks  

Planned programme for further management of network pressure levels and variations 
across the network to reduce the number and severity of mains failures, which will include: 
improved pressure control on pumps with surge monitoring and control on critical trunk 
mains; improved staff training to avoid surge creation when active on the network and lead to 
better understanding of network design requirements; and builds on the success of DMA 
Reorganisation activities from current AMP. 

 SEW.OC.A13 – Leakage ODIs  

3.6.1 Ofwat’s Intervention 

‘Intervention required.  

The company's proposed outperformance payment rate is not materially higher than the 
reasonable range that we set out in PR19 draft determinations: Delivering outcomes for 
customers policy appendix, and is commensurate with the corresponding rate attached to its 
2015-20 leakage outcome delivery incentive. Its proposed underperformance payment rate is 
materially higher than the reasonable range that we set out in PR19 draft determinations: 
Delivering outcomes for customers policy appendix.   

The performance commitment is a material contributor to downside financial risk to the return 
on regulatory equity. When combined with the rest of the outcomes delivery incentive 
package, we consider the financial exposure to the company resulting from this performance 
commitment’s underperformance payment rate would be disproportionate. As such, we are 
intervening to reduce the financial underperformance exposure by adjusting the 
underperformance collar. We are doing this by setting the underperformance payment rate 
equal to the outperformance payment rate, with an adjustment to reflect customer 
preferences and the average ratio of underperformance to outperformance suggested in 
companies' business plans.  

In addition, we have given enhancement allowances to deliver leakage reductions beyond 
industry upper quartile. These allowances are contingent on the company delivering its 
performance commitment levels. To protect customers we are intervening to ensure the 
outcome delivery incentive rate will recover the enhancement allowances in the case that the 
company does not achieve its performance commitment levels.  
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We set out our rationale for setting outcome delivery incentive rates for this common 
performance commitment in the 'PR19 draft determinations: Delivering outcomes for 
customers policy appendix '. 

We are intervening to decrease the underperformance payment rate to £0.454 million per 
Mld.   

We have also made a cost allowance for the company to improve its performance on this 
measure. To protect customers we are setting an additional  

Underperformance payment rate to return funding to customers. This cost recovery rate will 
operate between the performance commitment level in the final year and 81.1Ml at a rate of -
£1.899 million per unit. Beyond 81.1, the underperformance payment rate will be the 
standard rate we have set at -£0.454 million per unit.’ 

3.6.2 Our response 

We accept Ofwat’s amendment to our tier 2 ODI, i.e. the standard underperformance rate 
now at £0.454m per unit, but we do not agree with Ofwat’s introduction of a tier 1 ODI. We 
understand that Ofwat has introduced this tier 1 rate, such that if we were to fail to meet our 
PC level in 2024/25, we would pay a higher ODI (£1.899 per Ml/d) for every unit between the 
PC level and 81.1Ml/d. We also understand that Ofwat’s justification for including this tier 1 
rate is that, if we fail to meet our PC level by 2024/25, the enhancement funding that we have 
been allowed for leakage would be returned to customers. Our disagreement with Ofwat on 
this intervention relates to the level of enhancement funding that we have been allowed in 
relation to leakage. It will cost us around £25m in enhancement to deliver the scale of 
leakage reduction that we have committed to, however Ofwat has only allowed us £4m. The 
amount of funding that we have received in relation to delivering leakage reductions is 
therefore insufficient. The combination of this decision on enhancement funding and the 
introduction of the tier 1 ODI creates perverse incentives.  

This is best illustrated with a worked example – we could spend more than the £4m that we 
have been allowed in enhancement funding, but less than the £25m that we know we need 
to meet out PC levels. This could mean that we fail to meet our PC levels, and we would be 
faced with not only spending more than our allowances but also paying the £4m back to 
customers through the tier 1 ODI. However, in this situation, we would have been trying our 
very best to deliver the scale of leakage reductions that we have committed, but would have 
not been able to, due to the lack of funding more than anything else.  

Overall, it is inconsistent and inappropriate for Ofwat to materially disallow enhancement 
expenditure, making it much more challenging for us to deliver on our PC levels, and then 
also set a higher ODI rate such that we would be effectively disallowed the minimal 
enhancement funding should we be unable to meet our PC levels.   

 SEW.OC.A14 – Mains repairs PC levels  

3.7.1 Ofwat’s Intervention 

‘Intervention required.  

The company has provided no new evidence but has reissued and reiterated its earlier 
submission. There is insufficient evidence to support the company’s claim and we do not 
consider the link between leakage and repairs to be clearly evidenced. The company does 
not consider other factors that may have contributed to an increase in mains repairs. The 
company does not demonstrate that it can only reduce leakage by increasing the number of 
mains repairs.   
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We will intervene to set a more stretching target. The new service levels will be based on the 
three best years of historical performance.  

As such, we are not accepting the company's justification, and are setting performance 
commitment levels based on the average of the three best recent years’ actual performance 
(2013-14, 2014-15, and 2015-16). It represents a 16% improvement on the company’s 
proposal.  

We set out our rationale for setting performance commitment levels for this common 
performance commitment in 'PR19 draft determinations: Delivering outcomes for customers 
policy appendix'. 

We are intervening to set the performance commitment levels to the following values.   

2020-21 = 152.6  

2021-22 = 152.6  

2022-23 = 152.6  

2023-24 = 152.6  

2024-25 = 152.6  

Units: Mains repairs per 1,000km’ 

3.7.2 Our response 

There are a number of reasons why we do not agree with the amendment proposed by 
Ofwat in its Draft Determination, which we summarise below.  

 We estimate that 25% of our overall RoRE downside is allocated to mains repairs. 
This is a very significant proportion of our overall RoRE downside, and materially 
more than we have on any other PC. It is inappropriate for us to have such significant 
incentives applied to one PC, as it makes the overall outcomes package unbalanced.  
It is particularly inappropriate and inconsistent with the overall objective of the 
outcomes framework in this case, as this is not a customer facing PC. We are 
therefore being significantly incentivised to focus on something that will not directly 
affect the service and experience that our customers receive in 2020-25.  

 Mains repairs has always historically been used as an asset stability measure. The 

requirements relating to network assets, including water mains, sought to ensure that 

their condition and capacity were maintained as was necessary to carry out regulated 

activities in accordance with the appointee’s statutory duties and to do so 

economically and efficiently. This is also consistent with the general duty of water 

undertakers to develop and maintain an efficient and economical system of water 

supply. The requirement to significantly reduce the number of mains repairs as a 

quantitative service outcome is no longer consistent with the objective that regulated 

activities are carried out economically and efficiently as it goes beyond what is 

reasonably necessary to maintain networks assets and perform statutory duties. This 

deviates significantly in nature and finality from the existing requirements (as they are 

still recorded in the licence) and is a departure from past price controls.  

 In our particular case, it is not possible for us to achieve the Draft Determination PC 
level on mains repairs. 
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o This is because we are already a UQ performer on leakage, and have 
committed to further reducing leakage by 15%. Active leakage control will be 
required as we have exhausted pressure reduction options and this will 
increase the number of proactive repairs.  

o We have carried out a huge amount of pressure management for a number of 
years to keep bursts stable and are therefore limited in how much more we 
can do before impacting customers. Other companies that are not upper 
quartile have not done any or very little pressure management can utilise this 
to reduce leakage and mains repairs, so they are in a different situation.  

o We have put the Draft Determination PC level of 2,200 mains repairs a year 
into our models and this shows at least £503.5million (2017/18 prices pre 
efficiency) would be required to in order to achieve this burst level. This is not 
funded in our business plan and would also lead to significant bill increases, 
which we know our customers would not support. So in effect means this ODI 
will generate an almost guaranteed penalty. 

 We also disagree with Ofwat’s approach of setting the PC level based on three of our 
best historical years. Even though we have been able to deliver a certain service level 
in one particular year, that does not mean that this level of service can be repeated 
for every year in future. The weather in the years chosen by Ofwat in particular are 
not a good representation of typical weather patterns and what is therefore possible 
for us to commit to each year. In particular, the years selected do not include freezing 
temperatures nor do they include summers with significant high temperatures and low 
rainfall, which generally lead to more ground movement and an increase in mains 
repairs.   

 As proposed in our business plan, an average of the first three years of AMP6 is a 
more representative figure for a future target. This is because we have been carrying 
out enhanced leakage detection and the most cost beneficial pressure management 
activities during that time. Also, AMP6 has seen more extreme weather events which 
are considered more likely in the future. Prolonged hot and dry summers, lower 
annual rainfall and freezing temperatures over the winter will increase the number of 
mains repairs and this therefore needs to be factored into the way our PC levels are 
set for 2020-2025.  

 Our proposed PC level does not represent a deterioration in asset health as 
combined with materially reducing leakage, investing in mains replacements, 
improving network resilience, improving our interruptions performance and improving 
our unplanned outage show our commitment to our statutory duty of maintaining a 
stable serviceability. 

Overall, we therefore do not agree with Ofwat’s amendment and instead maintain our 
proposed PC levels. In the remainder of this section we provide further supporting evidence 
and explanation for this position.  

Reducing leakage levels will increase mains repairs  

We have previously maintained a stable asset performance through our mains replacement 
strategy and more importantly we have historically based our leakage levels on the 
Economic Level of Leakage (ELL).  Over 2015-2020, we increased our leakage activity to 
drive down our leakage beyond the ELL, as this is what our customers and other 
stakeholders say is really important to them. 
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Since we have reported the number of mains repairs for many years (despite the current PC 
measuring mains bursts instead), we are able to separate our proactive repairs (active 
leakage control/detection and network monitoring) out from our reactive repairs (considered 
to be the burst mains which are visible to our customers and potentially cause interruptions 
to supply). This additional data that we demonstrates that, as we have driven down leakage 
since 2010, this has led to the number of pro-active mains repairs increasing.  The number of 
reactive mains repairs shows a broadly declining trend over this same time period.  

The graph below demonstrates there is a clear upward trend in proactive repairs due to 
enhanced leakage detection in order to achieve leakage savings.  In other words, to reduce 
leakage our mains need to be repaired, including those smaller ‘weeps and seeps’ that would 
not result in a visible burst, customer interruption or reactive repair.   

Figure 11 Number of Mains Repairs (reactive and proactive) and Leakage since 2010 

 

Other companies are experiencing a similar pattern. Annex 1 of Ofwat’s outcomes policy 
appendix shows that eight water companies, including two of the fast track companies and 
ourselves, have proposed higher PC levels for mains repairs over 2020-2025. The main 
driver behind this being the stretching leakage reductions and the associated activity 
required to meet this target.   

The table below describes the activities that we have planned to meet our very stretching 
leakage PC levels in 2020-2025, and explains how a number of these activities will result in 
an increase in the number of proactive mains repairs.  
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Table 11 Planned Activities to meet Leakage Target in 2020-2025 

Activity Brief description 
Estimated 
leakage 
saving 

Includes finding and 
fixing leaks 

Smart Networks 

Installing advanced technology and smart 
sensors across the network including 
deployment of latest acoustic logging 

Permanent monitoring in place across 
critical assets, including DMA, Trunk Mains 
(TM) and Reservoirs.   

Real time network modelling for improved 
leak detection, particularly for hidden or long 
running leaks.  

Improved understanding of customer night 
use and provides robust spatial and 
seasonal allowances 

6.3 Ml/d 

Yes 

Sensors will allow us to 
detect smaller leaks and 
repair them quicker than 
using current methods 

Calm Networks 

High frequency logging and monitoring 
campaign.  

Increased PRV control 

2 Ml/d No 

Comm Pipe 
replacements 

Leakage driven, targeted programme of 
Communication Pipe replacement 

Continue to replace all comm pipes 
alongside capital investment on mains 
renewals 

1.7 Ml/d No 

New Technology 

Identification of new technologies for leak 
identification and location  

Enhanced Training to all staff for  
continuous improvement 

Trialling innovative new technologies 

0.6 Ml/d 

Yes 

Smaller leaks will be 
detected and therefore 
increase in proactive 
repairs 

 

Trunk Main 
Metering 

improvements 

Targeted TM metering improvement to 
enhance leakage management activity. 

TM Network Review - Reservoir monitoring 
and trend analysis. 

Combine with Critical valve checks. 

1.1 Ml/d 

Yes 

Increase in proactive 
repairs to prevent large 
supply interruptions and 
reduce leakage on large 
strategic mains 

 

Boosters for 
Customers 

Installing small boosters to supply 
customers at high points or at the end of the 
networks to allow for further pressure 
management across the network 

0.1 Ml/d No 
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DMA Integrity 

Continue to Validate all DMA data, check 
property counts, test and replace meters to 
increase operability within all DMAs 

Improves confidence in DMA data and 
integrity.  Supports high levels of operability 
and informs investment needs 

0.8 Ml/d 

Yes 

Increase in proactive 
repairs with improved 

data showing any 
leakage within DMA 

DMA Remainder 
Improvement 

Replacing and logging meters on current 
DMAs to maintain high levels of demand 
monitoring and identify leakage 

0.1 Ml/d 

Yes 

Increase in proactive 
repairs as unidentified 
leakage is detected 

Active Leakage 
Control 

All of the above options require support to 
provide real leakage saving from the 
implementation of new technology etc 

Additional resources will be required for the 
actual finding and fixing of leaks during the 
transitional period of leakage reductions 

n/a 

Yes 

Increase in proactive 
mains repairs from all 
above activities to find 
and fix leaks across the 
network 

Customer side 
leakage 

Offering individual customers conditional 
support including supply pipe leak checks. 

Roll out of smart meter and HIVE would 
improve leak detection on customer supply 
pipes and internal losses allowing repairs to 
be carried out promptly. 

0 Ml/d 

No 

Customers side repairs 
are not included in the 
mains repairs numbers 

 

Ofwat also recognises that delivering leakage reductions will lead to an increase in proactive 
mains repairs. Ofwat states that: 

“there is historical evidence to show that proactive repairing of mains results in a 
leakage reduction, there is also evidence to show that this additional activity, when 
conducted during a phase of moving leakage from a higher level to a lower level, can 
also result in a reduction in the number of repairs for visible (reported) bursts. Overall, 
during a period of leakage reduction, this may result in a slight increase in the total 
number of mains repairs. However, this does not apply during a period of maintaining 
leakage at a lower level.”41 

We have delivered leakage reductions during 2015-2020 and we have also committed to 
delivering a stretching level of leakage during 2020-2025 (a 15% reduction). Therefore we 
are not in a period of maintaining leakage levels. As a result, we are in the situation where 
we are driving down leakage from already low levels, and this will lead to an increase in 
mains repairs.  

A number of other water companies agree with us, and this is also shown in a recent UKWIR 
study42. The chart below shows our forecast for leakage and the associated mains repairs; a 

                                                
 

41  Ofwat (2019) Draft Determination, Delivering outcomes for customers policy appendix, p. 132 

42  The impact of reductions in leakage levels on reported and detected leak repair frequencies, UKWIR 2019 
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decrease in reactive but an increase in pro-active and an overall increase from past 
performance. 

Figure 12 Modelled Mains Repairs and Leakage target in AMP7 

 

Having already carried out pressure management for many years, we need to do more 
proactive mains repairs in order to reduce leakage further   

We have been pressure managing our network for many years and this has helped to drive 
down leakage. We have been using pressure management since the late nineties but with a 
more enhanced programme since the end of AMP5 and throughout AMP6 to allow us to 
meet our stretching leakage targets this 2015-2020 and to become an upper quartile, frontier 
performing company in the industry on driving down leakage to the lowest levels seen 
before.   

We have increased our total number of DMAs to improve operability of areas and allow 
improved monitoring, leakage detection and demand analysis; we have over 1,500 DMAs in 
2019.  53% of these DMAs are now pressure managed with a PRV installed. Our strong past 
performance in relation to leakage means that the schemes that provided the most cost 
effective benefits in terms of leakage and burst reductions have been completed already. 

The chart below outlines the activities we have been doing over the past 10+ years and the 
impact that this has had on our total leakage and mains repairs.  
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Figure 13 Pressure management activities and total leakage and mains repairs 

 

The table below shows how much we have reduced the average zonal night pressures 
across our supply area since 2012 and supports the fact we have already carried out a lot of 
pressure management in order to reduce leakage, mains repairs and interruptions, all the 
while maintaining a supply to our customers with a pressure above the minimum levels of 
service.  We are an upper quartile company for low pressure properties.  

Table 12 Impact of Pressure Management of Average Zonal Night Pressures (2012-

2017) 

Area WRZ1 WRZ2 WRZ3 WRZ4 WRZ5 
Eastern 
region 

Western 
region 

Pressure 
reduction 

(mh) 
8.04 -0.57 2.97 5.15 4.87 6.55 4.95 

% 
reduction 

14.9% -1.1% 5.8% 9.4% 7.1% 12.4% 8.7% 

 

Overall the DMA reorganisation and pressure management projects have contributed to a 
reduction in leakage and saw an initial reduction in the number of mains repairs. The 
pressure management activities have also achieved the following: 

 Contribution to the improvement in DMA operability to over 90% in most WRZ areas 
(in conjunction with the DMA validation project) 

 Initial reduction in bursts in some DMAs 
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 Resolution of long standing network anomalies 

 Improved understanding of network operation – better quality data to feed back into 
hydraulic models 

Over 2020-2025 we will continue pressure management where possible with the 
implementation of strategic pressure management to calm pressure variation across the 
network combined with the implementation of advanced and smart network sensors.  
However, the main leakage reductions will be driven by faster and more frequent leakage 
detection on both customer supply pipes and distribution mains. 

The water companies suggesting a reduction in leakage and a flat or improving number of 
mains repairs have a lot of pressure management opportunities. Therefore, they won’t 
necessarily see an increase in bursts as they can drop pressure and flow changes and this 
will decrease burst numbers initially. What this is actually reducing is the number of leaks 
visible to customers and puts less pressure on the ageing infrastructure and therefore 
reducing the number of proactive mains repairs while achieving leakage savings.   

The details given show we are an industry frontier in this area as we have carried out a lot of 
pressure management and therefore have limited opportunity to reduce bursts through this 
activity.  For us moving forward we will need to proactively find leaks that wouldn’t have been 
found before with innovative find and fix techniques to reduce leak run times and overall 
leakage levels.  Frontier companies will see an increase in mains repairs as leakage 
detection activity increases. 

Other activities to reduce mains repairs 

There are a number of reasons why our water mains need to be repaired in addition to 
leakage detection including deterioration, ground movement, failures at the pipe joints, 
transient pressures, traffic load, and even tree roots.   

To address the deterioration we have a targeted mains renewals programme in place which 
is reviewed at least once a year using deterioration models, interruptions reports, mains 
repairs reports, leakage data, customer contacts and local technician knowledge to replace 
the mains which are known to need repairing the most and cause the most interruptions; in 
particular there are no back up options to feed customers during a repair.  

We are committed to maintain a stable serviceability to our customers and despite the 
leakage detection activities over AMP7 which will increase mains repairs in the short term, 
there are a number of activities we are doing to try and reduce mains repairs over the longer 
term. These are outlined in the table below.  

Table 13 Activities to Reduce Mains Repairs 

Activity Brief description Impact on mains repairs 

Capital 
Maintenance 

Mains 
renewals 

Targeted mains renewals programme to replace 
assets with high repair rates 

 

Maintain current repair rate 

Modelling used to achieve 
target but not funded to 
improve serviceability 

Pipe 
condition 

assessment 

Taking pipe cut outs for detailed analysis to inform 
mains renewals programme  

Reduce repair rate in the 
long term after targeted 
replacements 
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Using non-destructive technologies to target the right 
sections of main for replacement 

Innovative 
techniques 

Ensure contractors are using proven technologies to 
replace mains in a cost effective manner (e.g drilling, 
slip-lining and re-lining) 

Encourage further innovative trials in strategic 
contracts 

Trialling innovative techniques to stop leaks but 
without digging up the main; for example Curapipe 

Ability to replace more 
mains where cost savings 
seen  - will reduce mains 
repairs in the long term 

Reduce mains repairs by 
trialling innovative solutions 
that do not require  

Smart 
Networks 

Installing advanced technology and smart sensors 
across the network  

Permanent monitoring in place across critical assets, 
including DMA, TM and Res.   

Real time network modelling 

 

 increase proactive mains 
repairs 

decrease in reactive mains 
repairs 

Provide data for future 
mains renewals 
programmes and asset 
condition 

Calm 
Networks 

High frequency logging and monitoring campaign 

Increased PRV control 

Improved knowledge of the surge phenomena 

Surge Anticipation Valves 

Slow start/stop systems on the High Lift pumps 

Calmer network, reduced power and chemical costs. 

reduce mains bursts and 
therefore less reactive 
mains repairs 

reduce reactive repairs due 
to pressure surges 

Trunk Main 
metering and 

condition 
assessment 

Comprehensive and updated asset data on all TM 
assets. 

reduce mains repairs in the 
longer term as targeted 
investment on known 
‘hotspots’ and improved 
control of critical valves  

DMA Integrity 
Validating and improving data within all DMAs 
supports high levels of operability and informs 
investment needs 

Short term increase in 
proactive repairs  

But allows targeted capital 
investment in high leakage 
areas to eventually reduce 
repairs 

Impact from 
weather 

Extreme events often lead to an increase in leaks and 
therefore and increase in mains repairs 

Climate change (longer hotter and drier summers, 
colder winters and flash floods) could lead to an 
increase in demands and pressures on the network 
leading to more repairs 

Some years have seen a reduced repair rate as 
smaller variations in temperature, less flooding and 

Potential to increase or 
decrease mains repairs  
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consistent rainfall reducing ground movement and 
overall demands mean less leakage 

 

We will be innovative in delivering our mains repairs programme  

We acknowledge that we need to do things differently to deliver on our ambitious business 
plan promises towards our customers. Thus, our mission is to target key efficiencies that 
drives customer satisfaction.  

The key principles of our strategy are: 

1. Focused Ideation, 

 Enable staff to take ownership for the creation of new ideas in key targeted 
areas.  

2. Design Thinking, 

 Empowering staff, delivery partners and suppliers to seek out, test and 
implement more efficient and effective ways of working.  

3. Lean Delivery, 

 Facilitate the rapid transformation of targeted ideas into business as usual that 
focus on SEW key short term objectives while driving long term sustainable 
change. 

The mission and goals are underpinned by developing an innovation culture that challenges 
the norm. 

We have a platform to help drive innovation into the culture of the company staff and one 
current objective is to capture the reasons why staff think our interruptions and bursts 
numbers are what they are. We want to understand ideas on how we can improve our 
performance and reduce our interruptions and bursts numbers to achieve our AMP7 target. 

The word cloud shown below highlights the reasons given by staff.  
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Figure 14 Staff Suggestions for Reasons behind Bursts and Interruptions 

 

This has been taken into account when planning our activities for AMP7 such as: improving 
data quality through improved monitoring to identify leaks quicker; increased resources to 
find and fix leaks before they are visible to our customers; working with pipework contractors 
to trial new techniques to find and fix leaks; and also to use the best materials and methods 
when laying new mains to reduce future repairs. 

Innovation is key to meeting our ambitious business plan targets and we continue to 
encourage all staff to embed innovation as business as usual and empower them to decide 
on innovative solutions where our customers want it most.  

Impact of weather on mains repairs 

Ofwat states that: 

“we do not consider there are any factors such as extreme weather which would 
result in us altering the historical performance dataset or should not be included in the 
forecast projection since extreme weather events are likely to continue to happen in 
the future.”43 

We do not agree with Ofwat’s view that extreme weather should not be taken into account, 
as extreme weather can have significant detrimental impacts on our performance. Weather 
conditions can cause movement in the ground surrounding the water main which causes the 
water main to move. This movement can be sudden or the continued movement over time 
can cause the water main to bend and eventually break. During cold period or dry periods we 
often see a lot more movement in the ground so we see higher numbers of water mains 
repairs. Since extreme weather events tend to have a negative impact on our performance, 

                                                
 

43  Ofwat (2019) Draft Determination, Delivering outcomes for customers policy appendix, p. 40 
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the fact that there will be more of them in future, actually means that it will become harder for 
us to deliver good performance on this PC, as opposed to easier.  

We have reviewed past extreme weather events that led to an increase in the need for mains 
repairs. A number of these extreme weather events were not included in Ofwat’s three best 
historical years that were used to set our PC level. It is not therefore possible for us to 
commit to achieving this level of performance in each year in future, as it was only possible 
to achieve in those three years, due to us not having such extreme weather events.   

The table below summarises the events that have been excluded from Ofwat’s review. This 
is of particular importance as these sorts of events are expected to become more frequent 
with climate change, and as such make it even harder for us to maintain our level of 
performance on this PC. In particular, the years of 2018 and 2019 have not been included in 
Ofwat’s three best years. These years were, according to the Met Office, the years with the 
most extreme events. Before these two years, we had 2-4 extreme events but both 2018 and 
2019 have seen 7 events in each year.  

Table 14 Extreme Weather Events Excluded from Ofwat review of Good Performance 

Event Impact on the network 

March 2018 

Beast from the East 
event  

Freezing temperatures and sudden thaw lead to a number of leaks across the 
country, many of which were on customer supplies. 

Increase in workforce on finding and fixing leaks to maintain supply and 
reduce leakage on our network. 

Summer of 2018 
Prolonged dry 
weather and 
heatwave 

Increase in demand for a number of weeks put pressure on our mains and 
lead to more leaks being repaired.  Also the dry ground lead to pipe 
movement and an increase in failures on joints. 

Increase in workforce on finding and fixing leaks to maintain supplies and 
keep leakage down. 

June 2017 

Heatwave 

Highest temperatures since 1976 

Lead to prolonged period of high demands and increase in pressure on the 
network to maintain supply which lead to leaks on the fragile sections of 
network and increase in mains repairs 

Increase in workforce on finding and fixing leaks to maintain supplies and 
keep leakage down. 

September 2016 

Heatwave 

Prolonged period of high demands and increase in pressure on the network to 
maintain supply 

Increase in workforce on repairing reported leaks and finding and fixing leaks 
to maintain supplies and keep leakage down. 

Summer 2010 

Prolonged 
heatwave and dry 
spell 

Prolonged period of high demands and increase in pressure on the network to 
maintain supply 

Increase in workforce on repairing reported leaks and finding and fixing leaks 
to maintain supplies and keep leakage down. 

England and Wales 
drought 2010 to 
2012 

Prolonged period of below average rainfall from 2010 to early 2012 

strain on water resources and increase in demand in summer 

Dry ground lead to ground movement and bursts 

Increase in workforce on finding and fixing leaks to maintain supplies and 
keep leakage down. 
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Spring 2011 
(March, April and 
May) 

Remarkable for the unusual warmth during April and the persistent lack of 
rainfall during March and April 

Increase in customer demand and ground movement lead to increased 
number of leaks and associated mains repairs 

December 2010 

Snow and low 
temperatures 

UK experienced two spells of severe winter weather with very low 
temperatures and significant snowfalls 

Freezing temperatures are well documented in increasing the number of 
mains repairs and leakage overall 

Increase in workforce to repair reported leaks and on finding and fixing leaks 
to keep leakage down. 

December 2009 to 
January 2010 

Snow and low 
temperatures  

Prolonged freezing temperatures and heavy snowfall – subsequent thaw and 
ground movement lead to a number of leaks 

Increase in workforce on finding and fixing leaks to maintain supply and 
reduce leakage on our network from February 2010 into April 2010 

 

To the extent that there were extreme events included in the three best historical years, they 
were not as extreme as those that have been excluded, nor did they affect our network in the 
same way. We summarise in the table below the impact of these events. 

Table 15  Extreme Events Included in review of Good Performance 

Event Impact of extreme event 

2015 - July 1 

1 day heatwave 

Short duration heatwave and impacts were relatively limited 

Heat was not prolonged therefore demands lower than seen during 
long spells of hot dry weather 

Reduced demands means less strain and bursts on the network 

2014 August 

Hurricane Bertha 

Very wet weather from tail end of Hurricane Bertha  

Reduced customer demands and less strain on network 

Repairs low due to lower demands and no increase in workforce on 
find and fix 

2014 January and 
February 

Winter storms 

Wet and windy weather lead to wide spread flooding 

Reduced demands and less strain on network 

No increase in workforce for finding and fixing leaks as ground wet and 
little movement causing minimal mains failures 

2013 January & February 

Winter storms 

Wet and windy weather lead to wide spread flooding 

Reduced demands and less strain on network 

No increase in workforce for finding and fixing leaks as ground wet and 
little movement causing minimal mains failures 

 

The chart below highlights the impact that the cold weather has on our performance of mains 
repairs. The winters with colder temperatures lead to an increase in mains repairs. The graph 
also highlights the period selected by Ofwat as good performance, April 2013-March 2016, 
has the higher minimum temperatures since 2010, particularly over the winter, which means 
there would be less leakage and associated bursts and repairs.   
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Figure 15  Mains repairs and minimum temperature in the South East 

 

For all the reasons outlined above, the period chosen for ‘good performance’ does not have 
typical weather patterns and is therefore not representative of the conditions we have to 
manage in future and should not be used to determine our PC levels going forward.  

 SEW.OC.A15 – Mains repairs ODIs  

3.8.1 Ofwat’s Intervention 

‘Intervention required.   

The company has explained the formulation of its outcome delivery incentive rate. The 
company sufficiently explains how its outcome delivery incentive rate is coherent with rates 
proposed for other asset health performance commitments. The company's 
underperformance payment rate is within our reasonable range that we set out in 'PR19 draft 
determinations: Delivering outcomes for customers policy appendix'.   

However, the company has past delivery issues and poor current performance, as set out in 
PR19 draft determinations: South East Water - Accounting for past delivery appendix. As 
such, we consider it necessary to increase the underperformance payment rate to further 
incentivise improvements in performance  

We set out our rationale for setting outcome delivery incentive rates for this common 
performance commitment in 'PR19 draft determinations: Delivering outcomes for customers 
policy appendix'. 

We are intervening to increase the company's underperformance payment rate to -£0.101 
million per 1000km, based on the upper bound of the reasonable range.’ 
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3.8.2 Our response 

Our ODI rate is within Ofwat’s reasonable range, and therefore the only reason that our ODI 
rate has been amended is Ofwat’s view that we have poor performance on this PC. We 
fundamentally disagree with this view for the following reasons.  

 A comparative assessment for this PC is not appropriate because this is an asset 
stability measure, and therefore is intrinsically linked to a company’s given network 
and the performance levels achieved on related PCs. All companies have different 
situations and operate in different environments, so a judgement on performance 
cannot be drawn from a comparison across companies. Ofwat appears to agree with 
this view, as it has not set PC levels on a comparative basis, however we wanted to 
state our view on this for the avoidance of doubt.  

 This is an asset stability measure, and our performance on this is broadly stable. Our 
response to SEW.OC.A14 explains why we have seen some slight increases in our 
performance on this in the previous few years. In summary, this is because: we have 
delivered material leakage reductions which have resulted in more proactive mains 
repairs; we are already a very strong performer on leakage, which limits the options 
we have to deliver on our commitment of 15% leakage reduction during 2020-2025 
and our leakage activities will necessarily result in more mains repairs; and we have 
experienced more extreme weather events in the last couple of years, which have led 
to more mains repairs being required, and we expect these events to be more 
frequent and more extreme in 2020-2025. 

Overall we do not agree that our performance has been poor on this PC, and our ODI rate 
should not therefore be amended.  

 SEW.OC.A16 – Unplanned outage definition  

3.9.1 Ofwat’s Intervention 

‘Intervention required.    

There are non-material issues yet to be resolved and company has not confirmed that it will 
be fully compliant by 2019-20, but has only stated that it will apply our updated guidance to 
collection and reporting of 2019-20 data for different components of this performance 
commitment.   

We expect the company to provide an update on how its plans to achieve full compliance for  
this performance commitment by April 2020 and to resolve the non-material issues.’ 

3.9.2 Our response 

It appears that Ofwat has not taken account of our May submission on unplanned outage, 
“Consistency of Reporting Performance Measures – Outage, South East Water response 
2019, 15 May 2019.” We request that Ofwat refers to this May submission for our response 
to this action.  

In summary we can confirm that it is our intention to be fully complaint in relation to all 
component parts of this PC for the 2019/20 reporting year. 

 SEW.OC.A17 – Unplanned outage PC levels  

3.10.1 Ofwat’s Intervention 

‘Intervention required   
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The company’s proposed performance commitment levels are worse than the median 
industry forecast.   

We are intervening to set performance commitment levels using the median values from all 
companies’ proposed performance commitment levels. We are using the median because it 
is a new measure with no historical data, limiting our ability to determine what good 
performance could be, based on company forecasts.   

We are setting the performance commitment levels based on a linear profile from the 
company’s forecast 2019-20 value (4.70%) to the industry median value of 2.34% by 2024-
25. We set out our rationale for setting performance commitment levels for this common 
performance commitment in 'PR19 draft determinations: Delivering outcomes for customers 
policy appendix'. 

We are intervening to set the performance commitment levels to the following values.   

2020-21 = 4.15  

2021-22 = 3.70  

2022-23 = 3.24  

2023-24 = 2.79  

2024-25 = 2.34  

Units: percentage of peak week production capacity’ 

3.10.2 Our response 

We do not agree with Ofwat’s approach of using comparative data to set PC levels on this 
PC. While we appreciate that comparative data is relevant to setting PC levels elsewhere, 
this is not the case for unplanned outage. There is a material amount of unquantifiable 
uncertainty and volatility in relation to this PC. This is because it is a new PC for the whole 
industry, and in particular, to the extent that some comparative data is available, not all the 
company data points are consistent with the standard PC definition. This means that any 
industry-wide comparison is like comparing apples and pears, and cannot be interpreted with 
any degree of confidence. In addition to this, Ofwat is still evolving and amending the final 
reporting guidelines for this PC, which could further impact reported performance levels and 
leads to more uncertainty on realistic performance levels on this PC. Given all of this, it is not 
possible at this point in time to conduct a comparative assessment of performance on this 
PC with any degree of robustness.  

Our PC levels should therefore remain as we submitted in response to the IAP. Based on the 
little information we do have on this PC, this level of commitment already exposes us to a 
material amount of downside risk. Since we applied an underperformance payment to this 
PC following the IAP, we are now exposed to material financial risk on this PC. It is not 
possible for us to commit to a level of performance that is more stretching than this, due to 
the level of uncertainty around possible future performance levels, and the much greater 
uncertainty and risk that this would bring to our overall potential downside. Finally, we note 
that there is no outperformance ODI on this PC so our customers and entirely protected from 
any uncertainty around possible service levels.  

 SEW.OC.C3 – Appearance of water ODIs  

3.11.1 Ofwat’s Intervention 

‘Intervention required. 
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The company has not provided sufficient evidence that it understands its past performance 
failures for all elements of this measure, therefore placing a greater risk on the delivery of 
future improved performance. See SEW.PD.A6 for a full assessment. Due to this concern, 
we are intervening to strengthen the underperformance payment incentive. 

We set out our rationale for setting outcome delivery incentive rates for this common 
performance commitment in 'PR19 draft determinations: Delivering outcomes for customers 
policy appendix outcomes policy appendix'. 

We are intervening to increase the underperformance rate to industry average (on a 
normalised basis). This results in underperformance rate of -£2.255 million per contact per 
1,000 population.’ 

3.11.2 Our response 

Our current PC in this area relates to discolouration contacts, and we note that discolouration 
currently makes up the majority of our appearance contacts. In order to deliver reductions in 
the number of contacts we receive in relation to discoloration, in 2012 we introduced a 
strategy to reduce discolouration issues at both a company-wide level and also at an 
individual water supply zones (WSZ) level. This has included a coordinated strategy of: 
interventions at Water Treatment Works; staff awareness and training; a large scale 
programme of sequential flushing (with~10% of the network being flushed each year); and a 
wide scale customer education programme. 

Our improving performance since then demonstrates that this strategy is working. The chart 
below shows the following: 

 The PC level that we have for 2015-2020 is 0.58 contacts per 1,000 people, and this 
is shown in the red dotted line – this performance should be read against the right 
hand axis.  

 Our company-wide performance is shown in the blue line – this performance should 
be read against the right hand axis.   

 The bars show the number of WSZs that are above 2 contacts per 1,000 people (this 
is split between 2 contacts per 1,000 people and 4 contacts per 1,000 people) – this 
performance should be read against the left hand axis.  
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Figure 16 Discolouration Performance 2013-2018 

 

Our PC level for 2015-2020 was set based on Ofwat’s PR14 horizontal assessments, rather 
than our own proposed levels. Ofwat set us a very stretching level to meet, which was 
approximately half our current level of performance, i.e. we were required to deliver a 50% 
reduction in our level of contacts. As shown in the chart above, we have been very 
successful at driving improvements in our performance during this time, and have delivered a 
material improvement in performance and delivered an almost 50% reduction in the number 
of contacts. This evidence demonstrates how strong our performance has been in the last 
few years on this PC.     

In 2020-2025 we will continue to deliver our discolouration strategy and enhance this 
programme of works to include issues relating to white water. Our new strategy includes the 
following activities.  

 We are committed to managing and maintaining all assets in such a way as to 
minimise the discolouration of supplies at the customers tap. We have a detailed 
Discolouration Management Strategy to improve supplies and meet our internal 
standards. During 2015-2020, the key activities for the management of discolouration 
included the dosing of SeaQuest and the Sequential Flushing programme.  SeaQuest 
dosing has been installed at eight water treatment works and extensive flushing has 
been completed, this has resulted in a year on year reduction in the discolouration 
contacts from 1.19 per 1000 to the current rate of 0.555 per 1000 (2019 YTD). 

 There has been a significant increase in flushing over the past five years, with a step 
change in 2014 from ~400km to ~800km and a further step change in 2017 up to 
~1400 km. Over 1400km of mains were flushed in 2017 and 1551 km was completed 
in 2018, this is the equivalent to over 10% of our total mains network per 
annum.  1640km is planned for 2019 to maintain performance and condition of the 
distribution system, it is anticipated that this approximate level of flushing will be 
continued us each year to continue the improvements in performance realised. 

Overall, a strongly improving trend on this PC and our plans for continuing to improve our 

performance give confidence that we are able to deliver on our 2020-2025 PC levels. As 
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such, there is no reason for Ofwat to amend of ODI rate on this PC. However, to the extent 

that Ofwat disagrees this, we suggest that at a minimum the outperformance rate should also 

be amended (using the Ofwat multiplier of 1.2 to calculate the outperformance rate) so that 

we have a more balanced ODI rate for this PC.  

 SEW.OC.C5 – WINEP PC levels  

3.12.1 Ofwat’s Intervention 

‘Intervention required. 

We are intervening to set a delivery profile based on the Environment Agency’s target 
completion dates for 59 of the company’s green schemes and the BewlDarwell Transfer 
scheme. We are including the Bewl-Darwell Transfer scheme because for the purposes of 
this performance commitment we consider this scheme to be confirmed and as such have 
allowed costs.  

We are intervening to set the performance commitment levels as follows: 

2020-21: 0 

2021-22: 43 

2022-23: 57 

2023-24: 59 

2024-25: 60 

Units: Cumulative number of schemes to zero decimal places.’ 

3.12.2 Our response 

We are prepared to set provisional annual PC levels for this PC. However, we cannot firmly 
commit to these annual PC levels at this stage and need to maintain some level of flexibility 
in those levels, due to the fact that the programme of work is subject to change and phasing 
of the programme is agreed with the Environment Agency. If the Environment Agency 
changes the deadlines of certain schemes, such that our programme of work needs to 
change to meet the amended deadlines agreed with the Environment Agency, we will apply 
to Ofwat to also change the annual PC levels for this PC. 

We also propose that the provisional annual PC levels are slightly amended relative to the 
Draft Determination, to reflect the current WINEP programme. These are as follows:  

 2020/21 - 0 

 2021/22 – 43 

 2022/23 – 43 

 2023/24 – 44  

 2024/25 – 60  

We also note that this total of 60 includes Bewl-Darwell but does not include five additional 
schemes that were identified as being amber in the March 2019 WINEP release. We 
understand that it is likely these extra five schemes will become green schemes. However, 
our proposed update to the PC levels shown above is done on the basis of 60 total schemes 
to be consistent with Ofwat’s Draft Determination.  
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As this is such a complex programme of work and there are a number of factors outside of 
our control (e.g. land access, weather conditions, which can delay project investigations), it is 
not appropriate to apply annual financial incentives to these PCs. We will report our progress 
annually, and only a potential underperformance payment in 2024/25 (as opposed to each 
year). This approach would also be consistent with our other environmental ODIs.  

 SEW.OC.C9 – Risk of flooding PC levels  

3.13.1 Ofwat’s Intervention 

‘Intervention required.  

The company is not proposing performance commitment level for every year of the period. 
There is no reason that performance cannot be measured each year and greater benefits will 
be realised if delivered more quickly. We have based this on equal improvement each year. 
The company could propose a different profile if it has evidence it is more appropriate, but 
still stretching.  

We are intervening to set performance commitment levels for earlier years. The resulting 
service levels are:  

2020-21 – 18  

2021-22 – 36  

2022-23 – 55  

2023-24 – 73  

2024-25 – 92  

The financial incentive still only applies for service delivery in 2024-25 as the performance 
commitment is cumulative and underperformance should only be applied once.’ 

3.13.2 Our response 

We strongly disagree with the rationale of including this target and the proposed profiling, 
and disagree that this is in the best interest of our customers, as a simplistic profile reduces 
the effective and efficient delivery of these schemes and increases the risk of operational and 
customer disruption. 

Minimal additional benefits for faster delivery 

As stated in our September 2018 business plan, this programme delivers low probability, 
high consequence resilience solutions for extreme weather (a 1 in 1000 flood event) on 92 
sites through the delivery of flood defences. These sites have all recently been protected up 
to a 1 in 200 flood event (which is still a low probability event), with the additional protection 
taking into account the latest understanding on climate change impacts in the UK and to 
comply with the recommendations laid out in the 2016 National Flood Risk Resilience 
Review report.   

Upgrading these flood defences is clearly important work, but this will deliver resistance to 
address future climate impacts, and therefore we do not consider this to have a critical short 
term time driver.    

Overall, any potential benefit from earlier delivery over a 1-5 year period is minimal, and is 
outweighed by the significant dis-benefit in terms of introducing additional delivery risk and 
inefficiency, as explained in the remainder of this section.  



 

Draft Determination response – Delivering outcomes for customers  | 30th August 2019 
 

 Page 70 of 85 
 

Significant work is still required before we can commence construction 

Our proposals for the 92 sites are based on site visits and detailed scoping and costing for 
20 critical sites (those with more than 10,000 customers). The remaining 72 sites were priced 
via a desktop scoping process, extrapolated from the detailed visits. Therefore, the majority 
of sites require a fully detailed site visit and scoping exercise prior to full delivery, and even 
for those 20 critical sites, we would still require a finalisation of the design and programme for 
each site that would fit with operational constraints (some sited need removing from service 
to complete the work).  

Our business plan costs are based on efficient delivery assumptions  

Ofwat has stated that efficiency and productivity are key to delivering high quality services for 
customers and Ofwat’s 2019 price review is a prime opportunity for water companies to drive 
up efficiency and productivity, thereby ensuring the sector can deliver the kind of services 
customers will expect in the years ahead. 

The capital costs included in the business plan include built in cost savings (that we expect to 
make by the way we optimise the programme), compared to current delivery costs, aligning 
with this outcome, but these efficiencies and productivity improvements are only realised 
through our ability to: 

 Optimising the programmes of work, packaging and grouping schemes for efficient 
planning, supplier engagement and market tendering 

 Design and specification challenge sessions to ensure scope is robust, appropriate 
and innovative solutions and delivery mechanisms are considered  

 Modular designs and offsite construction is considered and applied 

 Separate schemes at the same site or on the same network can be packaged and 
scheduled to allow efficient hire of resources and equipment.  For example the ability 
to undertake major site maintenance at the same time as undertaking flood resilience 
work. 

 Site and geographical scheduling will also minimise disruption to operational 
activities, improve communications to customers and lower impact for local 
communities. 
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Figure 17 Capital Efficiency toolbox from SEW business plan, Appendix 13, wholesale 

efficiency p. 24 

 

The above tables are taken from our business plan submission and provides delivery 
activities and potential ranges of associated efficiency opportunity.  It is these that are 
impacted if unnecessary delivery dates are imposed on the capital programme. 

Setting a PC level for 2020/21 and 2021/22 will prevent a significant proportion of these sites 
from being able to benefit from these efficiencies, and will therefore drive up costs, increase 
the risk of sub-optimal delivery, with the associated risk of operational and customer impact.  

Our proposal 

Our optimisation activities have started for our 2020-2025 delivery programme, but the work 
is not complete and will continue for the rest of this year and through 2020/21. We cannot 
therefore commit to annual PC levels at this stage. We do, however, recognise the benefit to 
customers of being able to measure our performance on improving our site resilience to 
flooding against a set programme of work. We therefore propose that at the end of 2020/21 
we will, via our annual performance report, publish our proposed programme of schemes.  
We will then track delivery progress against this baseline until the programme is complete.  

To clearly manage expectations, years 1 and 2 of the next AMP will be used to optimise the 
programme, complete site surveys and designs and commence delivery. The flood defence 
work will be completed across the final three years of the AMP. This is consistent with how 
we managed the flooding resilience programme and the Security and Emergency Measures 
Direction programme in this period.  Both these programmes were completed as planned 
and indeed the SEMD programme received best practice praise for the approach taken from 
the independent SEMD auditor. 

 SEW.OC.C11 – Protecting wildlife and increasing biodiversity  

3.14.1 Ofwat’s Intervention 

‘Intervention required.  
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The company is not proposing performance commitment level for every year of the period. 
There is no reason that performance cannot be measured each year and greater benefits will 
be realised if delivered more quickly we have based this on equal improvement each year. 
The company could propose a different profile if it has evidence it is more appropriate, but 
still stretching.   

We consider that it is appropriate to have an outperformance cap as we consider that the 
company has an element of discretion to increase delivery, which could lead it to undertake 
improvements that exceed customers’ willingness to pay and/or focus on this performance 
commitment to the neglect of others.   

We are intervening to set performance commitment levels for earlier years. The resulting 
service levels are:   

2020-21 – 292  

2021-22 – 584  

2022-23 – 876  

2023-24 – 1,168  

2024-25 – 1,460  

We are also intervening to set a cap on this PC based on the company’s estimate of P90 
performance at 1,671.  

The financial incentive still only applies for service delivery in 2024-25 as the performance 
commitment is cumulative and underperformance or outperformance should only be applied 
once.’ 

3.14.2 Our response 

We accept the introduction of annual PC levels, as long as the financial incentive only 
applies in 2024/25. However, we propose an alternative profile, as shown below.  

 2020/21 – 1,166 

 2021/22 – 1,218 

 2022/23 – 1,268  

 2023/24 – 1,343 

 2024/25 – 1,460 

This is because we already do activities in relation to this, and so our starting point is not 
zero. Our forecast performance for 2019/20 is 1,166 and so our proposed profile above is 
more reasonable. It takes at least two years to survey and agree sign-off for a biodiversity 
plan, which is why our 2020/21 PC level should be the same as our 2019/20 level. 

We do not agree with Ofwat’s justification for the introduction of a cap on this PC. Ofwat 
states that without a cap we might be incentivised to focus on this PC at the expense of 
others.  

While we are particularly keen to deliver service improvements in this area, as it is an area of 
service that is very important to our customers, there is no risk that we would focus on this 
PC to the potential detriment of others. Our estimated potential upside at the P90 level is 
£1.25m or 0.04% in RoRE terms. This is insignificant in comparison to the potential scale of 
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some of our other ODIs. For a particularly stark comparison, with Ofwat’s interventions we 
would be facing a potential downside risk of -£25m or -0.89% in RoRE terms on our mains 
repairs PC. There is therefore no chance that we would inappropriately focus our 
management time and resources on this PC at the expense of others.  

 SEW.OC.C12 – Engaging with abstractors PC levels  

3.15.1 Ofwat’s Intervention 

‘Intervention required.  

The company is not proposing performance commitment level for every year of the period. 
There is no reason that performance cannot be measured each year and greater benefits will 
be realised if delivered more quickly. We have based this on equal improvement each year. 
The company could propose a different profile if it has evidence it is more appropriate, but 
still stretching. 

We are intervening to set performance commitment levels for earlier years. The resulting 
service levels are:   

2020-21 – 4  

2021-22 – 8  

2022-23 – 12  

2023-24 – 16  

2024-25 – 20’ 

3.15.2 Our response 

This PC is a new, reputational ODI developed as part of our discussions with our wider 
environmental stakeholders. As a result, it is innovative but also untested. This is an area in 
which we have not worked before and as a result we do not have a baseline to start our work 
on. In the first two years of the project we will work with the Environment Agency to establish 
the types of abstractors that use water from these catchments and we will agree the baseline 
from which our 20% engagement measures will be measured from. Once we have agreed 
the definition of ‘other abstractor’ we will need to develop an approach around how we will 
engage with these abstractors in the catchment. From previous experience in our catchment 
management work, it takes at least two years to define the baseline, obtain land access and 
to start negotiations with third party landowners. Years 3 to 5 of the programme will be used 
to commence work within the catchment with identified abstractors. 

Given that we have this level of uncertainty in the expected profile of the work, we cannot 
commit to annual PC levels on this PC.  

 SEW.OC.C13 – Supply interruptions cap/collar levels  

3.16.1 Ofwat’s Intervention 

‘Intervention required.  

As we did not raise an action at IAP regarding caps and collars for this performance 
commitment, the company has not provided any additional evidence to support its proposals.  

We accept that caps and collars are appropriate, but at different levels to those proposed by 
the company. In particular the collars do not provide sufficient incentive for the company. Our 
standard approach to setting caps and collars is set out in our ‘outcomes policy appendix’.   
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We are intervening to set the collars as follows: 

2020-21: 00:21:36 

2021-22: 00:21:36 

2022-23: 00:21:36 

2023-24: 00:21:36 

2024-25: 00:21:36 

Units: minutes: seconds 

We are intervening to set the caps as follows: 

2020-21: 00:04:39  

2021-22: 00:04:04  

2022-23: 00:03:31  

2023-24: 00:02:58  

2024-25: 00:02:24  

Units: minutes: seconds’ 

3.16.2 Our response 

We proposed a collar of 14 minutes in our September 2018 business plan which was 
accepted by Ofwat at the IAP stage – it stated in its IAP that it had “no concern” with our 
caps and collars on supply interruptions.44 We do not agree with Ofwat’s amended collars but 
we will not challenge them at this stage, as we have no further evidence than what we have 
already submitted in our original business plan, which Ofwat now appears to have rejected.  

However, we note that the reason we were able to commit to an enhanced compensation 
scheme on this PC was the level of protection that our proposed collar provided. If Ofwat 
continue with their intervention we will be now more exposed to potential downside on this 
PC, and will therefore remove our enhanced compensation scheme on this PC.  

 SEW.OC.C14 – Leakage collar levels  

3.17.1 Ofwat’s Intervention 

‘Intervention required.  

As we did not raise an action at IAP regarding caps and collars for this performance 
commitment, the company has not provided any additional evidence to support its proposals.  

We consider that a cap and collar are necessary, because the performance commitment is 
financially material, but at different levels to those proposed by the company. In particular the 
collars do not provide sufficient incentive for the company.  

How we assess financially material and our standard approach to setting caps and collars is 
set out in our ‘outcomes policy appendix’.  

                                                
 

44  Ofwat (2019), IAP - South East Water Delivering outcomes for customers, detailed actions, p. 8 
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We are intervening to set the collars as follows:  

2020-21: -5%  

2021-22: -5%  

2022-23: -5%  

2023-24: -5%  

2024-25: -5%  

Units: percentage reduction in leakage from initial level on a three-year average basis.’ 

3.17.2 Our response 

We do not agree with Ofwat’s amended collars. The original PR19 methodology allowed for 
caps and collars only when a company had strong customer evidence to support them. We 
had strong customer evidence to support them on supply interruptions but not on any other 
PCs, and so we only included them on supply interruptions. Following the IAP, Ofwat stated 
that it expected companies to set caps and collars also in cases where an individual PC 
amounted to more than 10% of the company’s overall P90 upside. In these cases, Ofwat 
expected companies to set caps and collars at the P90 and P10 performance levels. We 
accepted this amendment at the IAP, as it was balanced across potential risk and reward. 
This meant that on leakage we included a cap at our P90 level and a collar at our P10 level.  

At the Draft Determination, Ofwat has now moved the collar further away from our PC level 
but has not amended the level of the cap. This therefore makes the risk reward balance 
uneven, as it exposes us to more potential downside but does not allow us more potential 
upside. We do not agree with this change, and would have challenged this amendment at the 
IAP, if this is how it would have been presented then.  

Our response is that the caps and collars are set back at the P90 and P10 performance 
levels, as originally expected, as this is balanced and continues to provide customers with 
some additional protection, which was Ofwat’s original concern.  
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4. Other interventions   

 

 Carbon emissions PC levels  

In our September 2018 business plan we committed to a very stretching PC level of 57.6 
kgCO2 per Ml by 2024/25, which amounts to an 80% reduction from our performance level in 
2017/18. Our annual PC levels for 2020-2025 were calculated on the basis of delivering 
approximately a 20% year-on-year reduction. Our proposed PC levels were developed in 
consultation with a range of carbon experts, including the Carbon Trust.  

Since we committed to delivering such a significant improvement on this PC, we have 
already started discussions about procuring contracts to meet the emissions levels that we 
proposed in our September 2018 business plan. As part of this work, it has become clear 
that due to the timing of necessary building works, we will need to amend our years 1-4 of 
2020-2025. We need more time to deliver improvements in the first couple of years, but we 
will then commit to more stretching PC levels for the third and fourth years of 2020-2025.  

We explain in this section how we will deliver our PC level for 2024/25 and why we need to 
amend our PC levels for the first four years of the price control period.  

There are three key ways that we will reduce our carbon emissions during 2020-2025.  

 Systemwide reductions: BEIS produces projections of UK energy demand and 
greenhouse gas emissions, and it current forecasts is that the carbon emissions 
intensity per unit of electricity will fall by 17% across the price control period. This 
systemwide reduction will therefore reduce the amount of carbon we emit for every 
unit of energy that we use. 

 Green measures: We are actively looking for ways to improve our energy efficiency in 
a number of ways. In order to do this, our capital programme builds energy 
assessments into business cases and opex projects will be implemented when 
payback criteria can be met.  

 Corporate Power Purchase Agreements (CPPA): We estimate that the two 
approaches above will enable us to deliver a reduction in carbon emissions of 44% by 
2024/25 from 2017/18. We therefore need to find another means of reducing our 
carbon emissions. Our third option is to enter into CPPAs with developers or energy 
companies that are otherwise unsupported by renewable incentive schemes.  

Given that the third strategy is vital in order for us to deliver on our PC levels, we have 
already started engagements with a number of potential providers. Our work to date 
suggests that the first of our CPPAs will not be operational until after 2020/21. Due to the 
delay in us being able to set up these commercial arrangements, we need to amend our PC 
levels for the first two years, as our previously proposed PC levels for these years are not 
realistic. The additional benefit of this less steep glidepath in 2020/21 and 2021/22 is that we 
will be able to more easily learn from our early projects and improve the effectiveness of later 
projects. This means that we can commit to more stretching PC levels in 2022/23 and 
2023/24. For the avoidance of doubt, our PC level for 2024/25 will remain the same as 
before.  

We summarise in the table below our amended PC levels on this PC.  
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Table 16 Carbon emissons PC levels 

PC level  2020/21 2021/22 2022/23 2023/24 2024/25 

Carbon emissions - 

kgCO2 per Ml 

 152.3 119.9 81.8 64.7 57.6  
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5. Table commentary  

We provide our commentary to tables OC1, OC2.1 and OC4 in this section. It is our 
understanding that we do not need to complete OC2.2, OC2.3 or OC3.  

 OC1  

 It has not been possible for us to provide P10 and P90 performance levels for our 
PCs with reputational incentives, so we have left the rows for these PCs blank.  

 For PCs that do not have outperformance payment rates applied to them, we have 
left the P90 columns (i.e. P90 performance levels and P90 financial impacts) blank. 

 For PCs that only have financial incentives applied in 2024/25, we only include P10 
and P90 performance levels for 2024/25.  

 Our P90 performance levels for PCC are worse than the Ofwat PC levels, so we have 
reported the Ofwat PC levels as the P90 performance levels in this table, rather than 
showing negative downside.   

 We do not agree that annual PC levels should be applied to our PC related to 
WINEP. However, for the purposes of estimating the impact of Ofwat’s Draft 
Determination, we have included annual P10 performance levels in this table, to 
estimate the total potential underperformance payment as per Ofwat’s Draft 
Determination. Our annual P10 performance levels that we have presented here are 
based on our 2024/25 P10 performance level. Our P10 performance level for 2024/25 
is 26, and our PC level is 60. We have applied this ratio (26/60) to Ofwat’s annual PC 
levels to determine our annual P10 performance levels.  

 Our AIM P10 performance levels are positive, rather than negative (which was how 
we presented them in our original submission). Our new presentation is to be 
consistent with the guidance for App3.  

 OC2.1 

 In general, we have shown the same P10 and P90 performance levels as we have in 
OC1. This is because our P10 and P90 performance levels depend on what is 
possible to deliver in practice, and the potential risks/upsides to delivery. In practice, 
they do not depend on the PC levels or ODIs. However, our P90 performance levels 
for PCC are worse than Ofwat’s Draft Determination PC levels, so in OC1 we present 
our P90 performance levels for PCC at Ofwat’s Draft Determination PC levels, and in 
OC2.1 we present our P90 performance levels for PCC at our P90 performance 
levels.  

 It has not been possible for us to provide P10 and P90 performance levels for our 
PCs with reputational incentives, so we have left the rows for these PCs blank.  

 Our AIM P10 performance levels are positive, rather than negative (which was how 
we presented them in our original submission). Our new presentation is to be 
consistent with the guidance for App3.  

 We have updated our 2019/20 expected performance levels. Our expected 2019/20 
leakage figure is lower (i.e. more stretching) than our previous forecast. We have 
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applied our 2020-2025 PC levels in percentage reduction terms to calculate our 
updated implied PC levels in Ml/d. We have also used our updated 2019/20 Ml/d 
figure to calculated our P10 and P90 performance levels in Ml/d. 

 As we do not agree with the tier 1 ODI on leakage, the caps and collars that we show 
are relevant for the tier 2 ODIs.  

 We have completed the rows in the grey part of the table in full (i.e. all columns), 
even if there has not been a change to all elements of the PC/ODI. For example, if we 
have changed the ODI rates relative to Ofwat’s Draft Determination for a given PC, 
we have completed the row for this PC in full, including reporting elements that have 
not changed (e.g. the PC level and definition).  

 OC4  

 For completeness we have provided updated 2018/19 data for our PCs where 
possible, commitments such as the suite of satisfaction and vulnerable measures do 
not have enough base data to form robust reportable performance.  

 Percentage reductions in Leakage and PCC have been calculated based on the 
revised 2019/20 three year average reported in OC2.1. 
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6. WINEP appendix  

The March 2019 WINEP release showed six of our total 65 schemes as being amber. We understand that these six schemes will be 
changed to green in a later release by the Environment Agency. Therefore, while our PC/ODI response more generally relates to the 59 
schemes that are currently listed as green (and Bewl-Darwell), so that our response is consistent with Ofwat’s Draft Determination, we 
have provided the full details of the 65 schemes below.  

Table 17 WINEP profiling  

Unique ID 
Scheme Name/Name of Investigation/Site Name/Licence 

name 

"Driver Code  

(Primary)" 
WINEP Completion Date Other information 

7SE200047 
Ouse (Isfield to coast) DrWPA (Barcombe WTW) Catchment 

Scheme (No Deterioration) 
DrWPA_ND 22/12/2024  

7SE200053 
Wallers Haven (Windmill Hill to coast) DrWPA (Hazards Green 

WTW) Catchment Scheme (No Deterioration) 
DrWPA_ND 22/12/2024  

7SE200016 
Rother between Coggins Mill Stream and Etchingham DrWPA 

catchment scheme for Metaldehyde 
DrWPA_ND 22/12/2024  

7SE200050 
Cuckmere (Alfriston to Arlington) DrWPA (Arlington WTW) 

Catchment Scheme (No Deterioration) 
DrWPA_ND 22/12/2024  

7SE200078 
River Thames Drinking Water Protected Area (DrWPA) for Bray 

Abstraction No Deterioration Catchment Scheme 
DrWPA_ND 22/12/2024  

7SE200017 
Bewl Reservoir DrWPA Catchment Scheme for Metaldehyde, 

Carbetamide and Propyzamide 
DrWPA_ND 22/12/2024  

7SE200049 
Cuckmere (Alfriston to Arlington) DrWPA (Arlington Reservoir 

WTW) Investigation Scheme 
DrWPA_INV 31/03/2022  

7SE200055 
Ardingly Reservoir DrWPA (Shell Brook WTW) Investigation 

Scheme 
DrWPA_INV 31/03/2022  
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7SE200061 Poverty Bottom Catchment Investigation DrWPA_INV 31/03/2022  

7SE200062 Rathfinney Catchment Investigation WFDGW_NDINV_GWQ 31/03/2022  

7SE200063 Cow Wish  Catchment Investigation WFDGW_NDINV_GWQ 31/03/2022  

7SE200064 East Meon Catchment Investigation WFDGW_NDINV_GWQ 31/03/2022  

7SE200065 Birling Farm Catchment Investigation WFDGW_NDINV_GWQ 31/03/2022  

7SE200066 Friston Catchment Investigation WFDGW_NDINV_GWQ 31/03/2022  

7SE200067 Cornish Catchment Investigation WFDGW_NDINV_GWQ 31/03/2022  

7SE200068 Waterworks Road Catchment Investigation WFDGW_NDINV_GWQ 31/03/2022  

7SE200001 Hartlake Catchment Scheme DrWPA_ND 22/12/2024  

7SE200002 Pembury Catchment Scheme DrWPA_ND 22/12/2024  

7SE200003 New Wharf Tonbridge Catchment Scheme DrWPA_ND 22/12/2024  

7SE200004 Stockbury Investigation WFDGW_INV_GWQ 31/03/2022  

7SE200018 Boughton Catchment Investigation DrWPA_INV 31/03/2022  

7SE200019 Wineycockshaw Catchment Investigation WFDGW_INV_GWQ 31/03/2022  

7SE200020 Newnham Catchment Investigation WFDGW_INV_GWQ 31/03/2022  

7SE200021 Ospringe Catchment Investigation WFDGW_INV_GWQ 31/03/2022  

7SE200022 Hartley Catchment Investigation WFDGW_INV_GWQ 31/03/2022  

7SE200023 Kemsing Catchment Investigation DrWPA_INV 31/03/2022  

7SE200024 Charing Catchment Investigation DrWPA_INV 31/03/2022  

7SE200069 College Avenue DrWPA_INV 31/03/2022  
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7SE200070 Cookham DrWPA_INV 31/03/2022  

7SE200071 Itchell DrWPA_INV 31/03/2022  

7SE200072 Lasham DrWPA_INV 31/03/2022  

7SE200073 West Ham and West Ham Park DrWPA_INV 31/03/2022  

7SE200074 Windmill Hill, Alton DrWPA_INV 31/03/2022  

7SE200075 Boxalls Lane DrWPA_ND 22/12/2024  

7SE200077 College Avenue DrWPA_ND 22/12/2024  

7SE200079 Woodgarston DrWPA_ND 22/12/2024  

7SE110009 Maidenhead Ditch WFD_IMP_WRFlow 31/03/2025 
Amber but certain scheme, in 

current WINEP and continuing  

7SE100039 
Upper Darent Restoration - BOREHOLES AT KEMSING, 

LOWER GREENSAND 
WFD_IMP_WRFlow 22/12/2024 

Amber but certain scheme, in 

current winep and continuing  

7SE100040 
Upper Darent Restoration - CRAMPTONS ROAD P/S, LOWER 

GREENSAND 
WFD_IMP_WRFlow 22/12/2024 

Amber but certain scheme, in 

current winep and continuing  

7SE100070 
Upper Darent Restoration - BOREHOLE AT OAK LANE, 

LOWER GREENSAND 
WFD_IMP_WRFlow 22/12/2024 

Amber but certain scheme, in 

current WINEP and continuing  

7SE300001 East Kent Chalk WFDGW_NDINV_GWR 31/03/2022  

7SE100071 
Upper Great Stour, Lower Greensand & East Kent Chalk Stour 

and Great Stour 
WFD_NDINV_WRFlow 31/03/2022  

7SE100041 NORTH KENT MODEL - SWALE CHALK WFDGW_NDINV_GWR 31/03/2022  

7SE100042 NORTH KENT MODEL - MEDWAY CHALK WFDGW_NDINV_GWR 31/03/2022  

7SE110007 North Wey at Alton WFD_INV_WRFlow 31/03/2022  
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7SE110004 Hart (Crondall to Elvetham) WFD_IMP_WRFlow 31/03/2025 
Amber but certain scheme, in 

current WINEP and continuing  

7SE100051 WATERWORKS ROAD WFD_NDINV_WRFlow 31/03/2022  

7SE100052 CLAYTON PS BOREHOLE 1 WFD_INV_WRFlow 31/03/2022  

7SE100056 COOMBE DOWN PS WFD_INV_WRFlow 31/03/2022  

7SE100057 WHITELANDS PS WFD_INV_WRFlow 31/03/2022  

7SE100058 SHEET PUMPING STATION WFD_NDINV_WRFlow 31/03/2022  

7SE100062 EAST MEON PS BOREHOLE NO 1 WFD_NDINV_WRFlow 31/03/2022  

7SE100064 LASHAM PS HD in combination investigation  HD_INV 31/03/2022  

7SE100068 BOREHOLE NO.2 AT GREATHAM PUMPING STATION WFD_NDINV_WRFlow 31/03/2022  

7SE200027 

Investigation to determine the costs, impacts and technical 

feasibility of reaching or maintaining revised CSMG flow targets 

for the River Itchen SAC. Suggest this is a joint investigation 

with Southern Water and Portsmouth Water. 

HD_INV 31/03/2022  

7SE100038 BOREHOLES AT GOUDHURST, ASHDOWN BEDS WFD_NDINV_WRFlow 31/03/2022  

7SE100044 Crowhurst, Turzes Farm and Stonegate WFD_NDINV_WRFlow 31/03/2022  

7SE110008 Bisham Brook WFD_NDINV_WRFlow 31/03/2024  

7SE200060 

 

Investigation into the possibilities of increasing channel 

morphological diversity and provide fish refuge habitat (e.g. 

large woody debris) in the concrete reach upstream of Arlington 

weir 

WFD_INV_WRHMWB 22/12/2024  

7SE200007 Investigation for biosecurity of INNS pathways  INNS_INV 31/03/2022  

7SE200008 Biosecurity facility provision and training INNS_ND 31/03/2025  
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7SE200039 
Innovation project for Himalayan Balsam (Impatiens 

glandulifera) at Arlington Reservoir 
INNS_INV 31/03/2022  

7SE300002 
Innovation project for New Zealand Pigmyweed (Crassula 

helmsii) at Ardingly Reservoir 
INNS_INV 31/03/2022  

7SE200080 Produce a company-wide invasive non-native species plan INNS_ND 31/03/2025  

7SE200012 Bewl-Darwell Transfer - South East Water INNS_ND 31/03/2025 

Amber in WINEP spreadsheet, 

included within WINEP PC phasing 

in line with Ofwat Draft 

Determination 

 

 

Overall, this leads to the following profile for the 59 currently green schemes and Bewl-Darwell.  

Table 18 WINEP – summary profile  

 2020/21 2021/22 2022/23 2023/24 2024/25 

Number of schemes 

completed 
0 43 43 44 60 
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