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1. Further evidence on Interventions   

 SEW.LR.A1 

1.1.1 Ofwat’s Intervention 

‘Intervention required.   

The company should address any outstanding actions associated with operational resilience 
from the ‘South East Water - Delivering outcomes for customers actions and interventions’ 
tables, in particular those related to mains repairs and unplanned outage.  

Refer to interventions described in the ‘South East Water - Delivering outcomes for 
customers actions and interventions’ tables regarding mains repairs and unplanned outage.’ 

1.1.2 Our response 

See response to actions SEW-OC-A14 to SEW-OC-A17 included in ‘Chapter 2: Delivering 
outcomes for customers’. 

 

 SEW.LR.A5 

1.2.1 Ofwat’s Intervention 

‘Intervention required. South East Water considers its targeted credit rating of Baa2/BBB is 
consistent with ongoing financial resilience. We note that this is one notch lower than the 
current credit rating. It is also one notch lower that the credit rating for the notional structure 
that the company has targeted and based its Board assurance statement for the notional 
company structure upon. 

In its response to our draft determination South East Water should provide further Board 
assurance about how its relatively high ongoing gearing level, and targeting of a  

Baa2/BBB credit (that is only one notch above the lowest investment grade rating and lower 
than the target credit rating the company says it targets on a notional basis) is consistent with 
long term financial resilience. In doing so it should take account of the issues referenced in 
action SEW.LR.C1.  

In its future reporting South East Water should undertake suitably robust stress tests to 
support its long term viability statements.’ 

1.2.2 Our response 

See response to action SEW.RR.A2 included in ‘Chapter 5 Aligning risk and return’. 

 

 

 SEW.LR.C1 

1.3.1 Ofwat’s Intervention 

‘The Board assurance on actual and notional financeability and financial resilience in the 
revised business plan was provided on the basis of the assumptions made in the business 
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plan, prior to any interventions we have made in the draft determination and our updated 
view of the cost of capital. There is evidence of further downward pressure on the cost of 
capital in very recent market data which will be considered for our final determination.  

We expect companies to provide further Board assurance, in their responses to the draft 
determination, that they will remain financeable on a notional and actual basis, and that they 
can maintain the financial resilience of their actual structure, taking account of the reasonably 
foreseeable range of plausible outcomes of their final determination, including evidence of 
further downward pressure on the cost of capital in very recent market data as we discuss in 
the ‘Cost of capital technical appendix’.’ 

1.3.2 Our response 

See response to action SEW.RR.A2 included in ‘Chapter 5 Aligning risk and return’. 
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