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CHAIR’S STATEMENT

NICK SALMON
CHAIR

Last year, the impact of the Covid-19 
pandemic was a very significant challenge 
and I am proud of the response and 
grateful for how everyone rose to that 
challenge, adapted to new ways of 
working and maintained a high level of 
service as well as support for vulnerable 
customers. Looking forward to the year 
ahead, Covid-19 remains a significant 
challenge for our organisation, but we 
are determined to support recovery in 
our region and build on lessons learned 
and the opportunities created from this 
experience.

Welcome to our group annual report and the  
audited financial statements for the year ended  
31 March 2021.

First and foremost I must begin by saying thank you 
to all our colleagues, both at South East Water and 
through our supply chain partners for their resolute 
dedication and determination to maintain a focus on 
excellent service through this most testing of years. 

Covid-19 necessitated a significant shift in the way 
we work, with more than 600 office based colleagues 
moving to home working within three weeks of 
the first lockdown and our operational colleagues 
developing new working practices to keep themselves 
and our customers safe.

Not only did we have to change the way we work 
and support customers, but the pandemic meant we 
experienced significant operational challenges. The 
lockdown measures saw the domestic water use in our 
commuter-belt supply region change dramatically. 
The vast majority of our customers spent the year 
staying at home and using considerably more water 
(15.9 per cent more compared to 2019/20). 

This was compounded by the summer heatwaves in 
May and August 2020 which led to unprecedented 
levels of water demand, far exceeding levels we 
had ever experienced previously, or indeed that our 
system had been designed to meet. Many other water 
companies were more fortunate in that their total 
water demand fell due to a reduction in industrial 
and business demand but our net water demand 
increased overall as our supply region has relatively 
low industrial and business demand. 

Recognising that there is also likely to be significantly 
higher demand this summer, the team has been 
putting in place operational improvements, including 
completing schemes that can provide additional 
treated water, and we have made changes to our 
network to enable us to move water around more 
easily. 

At the same time communication plans are in place 
which aim to encourage consumers to reduce usage 
this summer and over the year we have delivered 
more than 120,000 water efficiency products as a 
result of our proactive campaigns.

Some of our customers are experiencing both 
emotional and financial hardship due to the  
pandemic and we have been supporting them  
through our priority services register and providing 
payment support options, which we will continue  
to prioritise.

Clearly these changes to the way we work, the support 
for customers and the operational impacts that 
Covid-19 has caused have also affected our financial 
performance. We have estimated our additional 
expenditure incurred due to Covid-19 during the 
year was approximately £5 million. This comprises the 
costs incurred in putting an increased level of water 
into supply, mainly power and chemicals, increased 
contractor costs due to restricted working practices 
and an increase in our bad debt provision due to a 
change in methodology to give greater emphasis to 
our recent cash collection history. Despite this the 
overall financial performance of the company has 
been satisfactory, with improved profits year-on-year 
and strong cash collections from customers.

The global pandemic has highlighted the disruption 
and uncertainty we can face as a business. This has 
given us a glimpse into a future that we must be 
prepared for. Climate change and changing weather 
patterns will have an impact on the ability of our 
existing infrastructure to meet the demands for water 
sustainably. We intend to build a business that is well 
positioned to meet these future challenges, but this 
will require support from Government, our regulators 
and society as a whole.

A key step in meeting these challenges is to put 
them at the front of our mind in everything we do.  
The sense of duty seen across the organisation last 
year is the embodiment of our company purpose (see 
page 20), enshrined in November 2020, in our Articles 
of Association. 

This is just one of many steps taken to continue to 
focus on growing our responsible business approach. 
We were delighted to see this work recognised with 
sector leader status in the GRESB ESG infrastructure 
asset benchmarking for 2020. 

This was the first year of our 2020 to 2025 investment 
period and while our capital programme was to a 
degree impacted by Covid-19, with a number of 
schemes being disrupted or activity reduced to 
facilitate safe working, £34.4 million of infrastructure 
improvements have been completed. 

This year we have prepared our draft drought 
plan, our operational plan for managing periods of 
drought, and we are working with our partners in the 
Water Resources in the South East (WRSE) to create 
a regional plan which looks forward to 2100. This will 
be the basis of our own water resources management 
plan designed to secure long term future water 
resources for the community we serve. 

Climate change remains our highest risk and we 
are preparing our next climate change adaptation 
report to be published this year. As a business we 
have committed to achieve net zero for operational 
emissions by 2030, which is an important part of our 
environmental leadership - but we believe we must go 
further. We have started to work with our stakeholders 
to develop an ambitious 25 year environment plan. We 
believe this approach to be an industry first. The plan 
will ensure we support both Government and global 
ambitions through the UN Sustainable Development 
Goals and I am looking forward to seeing this take 
shape. Building a sustainable future where our society 
and the environmental can thrive will be a cornerstone 
of our preparations for the next price review, PR24, and 
we will work closely with our customers, communities 
and stakeholders to ensure a collaborative approach in 
order to realise our purpose and create value together.  

NICK SALMON 
CHAIR

15 JULY 2021

We are determined to 
support recovery in 
our region and build 
on lessons learned

“
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CHIEF EXECUTIVE OFFICER’S INTRODUCTION

DAVID HINTON
CHIEF EXECUTIVE OFFICER

What a year 2020/21 has been, and quite 
a year to take over as CEO. The impact 
of Covid-19 has certainly made us all 
reflect on what is important and where 
our priorities should lie, both globally and 
closer to home. 26 years ago I started 
working for South East Water in the 
laboratory testing the water quality. 
The importance of a continuous and safe 
wholesome supply of water was instilled 
in me from that early stage of my career. 
Over the last year the passion across the 
organisation to provide a vital public 
service has never been more evident. 

I must begin this review with a “thank you” to 
everyone in the business, our contractors and our 
partner organisations who have stepped up and 
made a difference. Everyone should be proud of the 
role they played this year, they all made a difference. 
The response from across the organisation was 
phenomenal. 

From those who continued to work in the field or 
laboratory to ensure our networks continued to 
function, to those who adapted to working from 
home within a matter of days, all helped maintain an 
excellent service for our customers and colleagues. 

Clearly Covid-19 has had a huge impact on our 
business, affecting everything we do. Throughout 
this report we reflect on this. However, it is also an 
important first year of the five year investment 
period through to 2025. 

It’s been a foundational year to put us in a strong 
position to deliver continued improvements across 
the commitments we have made in our five year 
plans, including our Responsible Business strategy. 

I am pleased to report that despite the challenges 
this year, we have made good progress in many areas. 
I have summarised the main points in respect of our 
performance and our future plans based on our four 
strategic themes. These themes were developed as 
part of our strategy, helping us embed our purpose 
and support the delivery of our vision. They relate to 
our customers and to everyone across the business, 
including our partners. They help us focus on how we 
run our business today and our long term planning. 
Helping society and the environment to thrive is a 
priority in everything we do as a responsible business.

COMMUNITY AND CONSUMER FOCUSED
We are highly focused on customer satisfaction not 
just with the service we provide but also in how we 
act as an organisation. 

To deliver this we need to understand our customer 
views and have set out a new range of comprehensive 
satisfaction measures, adding to those we put in 
place in 2015, to help us understand how customers 
feel we are doing, and encouraging us via stretching 
targets to keep improving. 

The industry wide Customer Measure of Experience 
(C-MeX) and Developer Measure of Experience 
(D-MeX) surveys enable us to compare ourselves with 
other water companies. Our C-MeX scores this year is 
80.70 out of 100 and our D-MeX score is 79.85 out of 
100. We will receive confirmation of these scores and 
Ofwat will publish a league table for both measures 
later this year. 

Last year we launched our My Account web portal to 
make it easier for customers to access water bills and 
make payments through real time functionality and 
providing access to wider information on water usage 
including relevant advice on water efficiency. 

We also maintained an upper quartile position in the 
CCW complaint report. Future plans include more 
frequent and improved communications, testing 
plans with customers, together with a complete 
website refresh due later this year.

Last year has been a challenge for many of our 
customers, especially for those who needed a little 
extra help. We have supported those struggling 
financially by providing assistance to more than 
42,000 customers and we have introduced payment 
holidays, an initiative that’s supported more than 
3,500 households. We also encouraged more people 
to join our Priority Services Register (meaning they 
receive priority treatment in the event of a supply 
interruption) reaching more than 29,000 households, 
which is 3.3 per cent of our customer base. 

While short of our target of 31,000 we are working to 
reach almost 50,000 households by the end of next 
year. We are working with more than 15 partners 
to help us achieve a collaborative approach to  
supporting those in our communities that need  
us most.

Being a public drinking water provider we reach into 
the heart of the communities we serve every day. 
Most of us live and work in our supply area and so 
are dedicated to supporting those who need it most, 
supporting communities while also providing the 
high standards of service.

Recognising that our role in society is far wider than 
simply supplying water to customers we’re continuing 
to actively involve ourselves in the communities  
we serve. 

We are helping to reduce the use of single use plastics 
through support of the Refill campaign, such as 
installing new drinking water fountains in Seaford this 
year. We have supported local communities through 
the pandemic by working with foodbanks both by 
donating and delivering food parcels to residents. 
To help keep children occupied, our teams also  
put hundreds of activity packs together for 
community use.

THRIVING PEOPLE
All our achievements of the last 12 months would 
not have been possible without the dedication and 
commitment to our purpose, vision and values of the 
people who work for South East Water – including our 
employees, partners and the businesses we work with.

Our people are dedicated to providing the best 
service possible, whether they are out in the field 
searching for leaks, managing our operational sites, 
testing water quality, answering customer queries, 
or supporting the business behind the scenes. We‘re 
proud of our culture and the wide ranging support, 
training and activities available to all.

It’s been a foundational 
year to put us in a strong 
position to deliver 
continued improvements

“
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CHIEF EXECUTIVE OFFICER’S INTRODUCTION continued

TRUSTED BUSINESS
Our community entrusts us to deliver a continuous 
supply of safe, wholesome drinking water directly 
to their homes. To ensure we retain that trust we 
are constantly monitoring our performance against 
expectations through a wide range of measures, from 
the taste and smell of the water to how often the 
supply is interrupted.

We are delighted to have once again beaten our 
leakage target (a 1.9 per cent improvement on our 
2019/20 leakage levels). This is the first year of a 
journey where we have challenged ourselves to 
improve year on year, a 15 per cent target reduction 
over the five year period. The leakage team  
is expanding and embracing advances by using  
satellite technology to hunt for leaks and building on 
our award winning smart networks trial by installing  
more meters, sensors and loggers to monitor our 
pipeline network. This work is at the cutting edge 
of leakage initiatives and will cement our position as 
one of the top performers in the industry.

This year only 0.4 properties per 10,000 were at risk 
of low pressure (beating our target of 0.5) and we 
have improved the taste, odour and appearance of 
your drinking water through installing new water 
treatment processes, flushing pipes to remove 
sediment and adjusting the way we operate our 
networks. The number of customer contacts per 
10,000 population for discolouration was 1.00 
(beating our target of 1.09) and for taste and odour 
we achieved 0.34 (beating our target of 0.42).  
The new measure Event Risk Index (ERI) monitors 
how we proactively reduce the risk of water quality 
incidents across the supply network, including within 
customer properties. Our ERI result for the year was 
67.40, well below the industry average of 204.

Despite our ongoing programme to upgrade our 
infrastructure, burst pipes, site outage or other 
external factors do unfortunately happen and can 
result in customers going without water for short 
periods. We were able to keep our overall unplanned 
outage levels low (3.09 per cent against a target of 
4.23), however a heatwave in August 2020, coupled 
with more people being at home due to the Covid-19 
restrictions led to a perfect storm which created a 
stress on our network never seen before. 

We have set an ambitious five year people plan to 
build a culture which inspires excellence, improves 
business performance, is resilient to future challenges 
and drives a thriving, diverse and engaged workforce.

Our commitments in the people plan have foundations 
in our values and clear company purpose.

These foundations served us well during last year as 
we pivoted to ensure the 600 employees who were 
able to work from home did so within three weeks 
of the first lockdown. While all our people were 
considered key workers, we worked hard to make 
sure those working in the field, our laboratory or who 
continued to work in offices, felt safe. 

I’m pleased to report that employee surveys showed 
92 per cent trust that South East Water is treating 
their health and safety as a high priority. Keeping our 
staff safe and well minimised Covid-19 absence such 
that our sickness rate during the year was just 1.75 
per cent. 

A visit by the HSE to our Head Office in Kent received 
positive feedback that they were happy with the 
Covid-19 safe work environment and could make no 
suggestions for improvement which is a credit to all 
involved. 

The health and safety of those we work with is of the 
utmost importance. We were therefore disappointed 
to experience a high reportable injury rate during the 
last year. This was in part due to two cases of Covid-19 
contracted while at work and overall lost time injuries 
were also high, although below the industry average. 
Most were the result of slips and trips or manual 
handling and thankfully the severity of the injuries 
and the amount of time lost for each was low. Manual 
handling activities are being reassessed and retrained 
in the coming year and awareness regarding slips and 
trips will be promoted as we work hard to reduce this 
in future.

Only a small area of our supply region was affected, 
but those who were affected went without water for 
too long. We have learnt lessons from this, not least 
how the pandemic has altered how water is used. 

One of the lessons is we need to do more to help 
customers reduce water use during dry periods so 
that we keep demand to a sustainable level both in 
terms of our ability to supply but also to minimise 
impacts on the environment.

The August heatwave and other related events led 
to us missing our interruptions to supply target as 
our average interruption time was 31.27 minutes per 
property (see page 104 for more details). 

The increased demand also had a big impact on our 
water use targets. With people working from home, 
not commuting out of our supply area or travelling 
on holidays, consumption has increased 16 per 
cent to 166 litres per person per day. This is an area 
we’re monitoring closely as travel and commuting 
restrictions ease – but we know lifestyles for many have 
changed. We want to work with all of our customers 
to reduce water usage and help manage the wider 
impact on the environment. We have been working on 
enhancements to our online customer account so we 
can provide them with even more information about 
their water use and comparisons to similar properties 
in their area to help people make decisions about how 
they use water and save both water and money.

To ensure the sustainability of the business we must 
ensure our financial performance continues to be 
satisfactory. This allows us to continue to invest in 
the company’s assets, improving the efficiency and 
resilience of our network, while providing a reasonable 
return on our shareholders’ investment. Revenue for 
the financial year was £248.2 million (2020: £243.5 
million) and our profit before tax for the year was £37.7 
million, an increase of £3.9 million over the prior year.

Understanding how our people felt during  
challenging times last year was a key part of 
our mental health strategy designed to support 
colleagues, remove stigma and create parity between 
mental and physical health. 

During the year we ran six pulse surveys which focused 
on a range of topics achieving record engagement 
results with an average 92 per cent of our people 
feeling engaged over the last 12 months. 

A Wellbeing Hub created on our intranet held  
key information, signposted support and updated 
colleagues on the latest information on a  
weekly basis.

Our Mental Health First Aiders are now embedded 
throughout the business and are trained to take calls 
from colleagues, triage any immediate concerns and 
signpost people to the most appropriate source of 
help and support.

While the Covid-19 pandemic has thrown many 
challenges at us, one thing it proved is that we have the 
tools available to enable remote working and therefore 
we should be able to continue working flexibly in the 
future. We’ve created an agile working team who are 
engaging with colleagues to understand how we might 
achieve this while maintaining the ability for teams to 
collaborate face-to-face.

It’s important we thoroughly explore the long term 
impacts of any choices we make as these decisions 
will fundamentally change how the business operates. 
The potential for us to be working differently in 
the future allows us to consider how we attract, 
recruit, and retain a more diverse and socially mobile 
workforce.

We are committed to retaining the really positive 
elements of the culture we have but to also build on 
it to develop a new culture which inspires excellence 
in our people and I am immensely proud of the way 
our teams and managers responded during the  
past year. 

The impact of Covid-19 
has certainly made us 
all reflect on what is 
important

“
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CHIEF EXECUTIVE OFFICER’S INTRODUCTION continued

The main causes for the increased profit before tax 
were higher revenues and other income of £3.9 million, 
operating costs having increased by £7.7 million and 
net finance costs being lower by £7.7 million.

The improved income largely reflects the allowed 
price increase for the year and increased demand 
from customers working from home and as a result of 
the hot weather last summer. Increases in operating 
costs are due to additional expenditure caused by 
Covid-19, the write-off of assets due to a sinkhole 
causing damage to a treated water storage reservoir 
in Aylesford and annual increases in depreciation, 
insurance and other expenses. The increased costs 
were mitigated by lower staff costs. Savings have been 
made on our finance costs through the replacement 
of £310 million of debt which matured in September 
2019 with debt raised at lower interest rates, and 
also lower inflation seen throughout the period of 
the pandemic resulting in lower interest costs on our 
inflation linked debt. The repayment of the loan with 
South East Water (Holdings) Limited in December 
2020 resulted in lower interest receivable.

Capital expenditure during the year was £93.3 million 
compared to £104.5 million in the previous year. Net 
cash inflow during the year was £28.6 million, although 
this included additional borrowing of £40 million to 
protect our liquidity position during the pandemic. 
The closing balance for cash and cash equivalent 
assets at the end of the year was £41.6 million.

The company also satisfied all the covenant 
requirements placed upon it under the terms of our 
long-term borrowing and maintained its credit rating. 

Further details of our financial performance are set 
out on page 73.

FLOURISHING ENVIRONMENT
Our business is intrinsically linked to the environment. 
For this reason we do all we can to ensure there is a 
clean, resilient and sustainable supply available for 
current and future customers while ensuring there is 
enough water available to support the needs of the 
environment too. Over this five year period we are 
investing £59.4 million in our National Environment 
Programme to complete 65  schemes that will bring 
real benefits to our natural habitats. 

As significant landowners, we own and manage 33 
Sites of Special Scientific Interest, a National Nature 
Reserve, two local nature reserves and numerous 
Areas of Outstanding Natural Beauty. Over the next 
five years we are working to ensure that almost 70 
per cent of our estate is proactively managed to 
enhance biodiversity. This year we have been able to 
manage 1,172 hectares to benefit wildlife, exceeding 
our target for the year of 1,166. 

Our influence goes far wider than just our own 
landholdings and assets, we also work closely with 
landowners to test and promote sustainable land 
management practices ultimately improving the 
rivers, wells and reservoirs we rely on. Our work in 
partnership with Natural England has ensured that 
we are able to deliver bespoke advice to support land 
managers enabling them to protect and enhance 
the environment across 2,858 hectares, exceeding 
our target of 2,843. This has included a number 
of innovative pilot projects reducing the use of 
pesticides and nutrients, and the volume of soil  
which washes into watercourses.

As part of a Defra Environment Land Management 
(ELMS) trial on the Pevensey Levels we have worked 
in conjunction with the Cuckmere and Pevensey 
Catchment Partnership. Our work here focused on 
how farmers and land managers could be paid in 
the future for changing practices which help deliver 
wider environmental benefit, for example locking 
carbon into soils. 

In addition to this work, we achieved our target to 
sign off with our regulators nine Water Industry 
National Environment Programme projects also 
aimed at improving the wider water environment.

We are also conscious that we have a part to play 
in working with others who abstract from the same 
water environment as us to ensure a joined up 
approach to environmental resilience. During the 
year we have been building a team to work with 
other water abstractors and develop a set of tools to 
enable them to reduce their water abstraction needs 
during low flow events. Our aim is to be working with 
20 different abstractors by 2025. This work has the 
potential to create much needed drought resilience 
in a number of our surface water catchments, and 
we are one of the first companies to promote this 
innovative practice. 

A key strand of our environmental ambition is to 
achieve net zero carbon by 2030. A company roadmap 
has been created which aligns us to the water 
industry’s ambition to be net zero carbon by 2030. 
During the year our greenhouse gas emissions were 
above our target (192kgCO2e/Ml against a target of 
152.3kgCO2e/Ml due to this being a preparatory year 
(see page 92 for more detail about our strategy). 

During the coming year we will focus on finalising a 25 
year environment plan, potentially the first of its kind 
in the industry; this plan will link all our environmental 
ambitions together, we will use customers, 
stakeholders and staff to challenge that ambition 
and we aim to use it to guide our performance over 
the longer term. This kind of long term clear thinking 
is essential if we are to overcome the environmental 
challenges that lie ahead. 

A key strand of our 
environmental ambition 
is to achieve net zero 
carbon by 2030

“ THE YEAR AHEAD
As we head into the second year of our investment 
period, I know we have a team at South East Water 
that is passionate about ensuring we deliver on the 
commitments we made.

Over the coming year we will continue to build on the 
performance improvements we have made over the 
last 12 months – including increasing customer and 
developer satisfaction, helping more of our vulnerable 
customers, driving down the level of leakage, per 
capita consumption and greenhouse gas emissions, 
and carrying out more catchment management and 
biodiversity work than ever before.

We are increasing our support for tens of thousands 
more customers who may need help with their bills 
or additional support and a priority service due to 
their circumstances – something that continues to 
be particularly important as we continue as a society 
to recover from the pandemic.

Further information about our performance including 
many more stories of the activities through the past 
year are available in our performance, people and 
planet report.

   performance.southeastwater.co.uk 

While the impact of Covid-19 on our performance for 
the year ahead and beyond means some uncertainty 
remains, we are in a good position to be able to deal 
with this uncertainty and continue to deliver the vital 
service our society needs. 

I am confident that in spite of these uncertain times, 
our passionate colleagues, and those who work with 
South East Water, will strive to make sure we perform 
for our customers, for each other, our environment 
and our community.

DAVID HINTON
CEO

15 JULY 2021

 

https://performance.southeastwater.co.uk
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DELIVERING OUR STRATEGY TO FULFIL 
OUR PURPOSE

To provide 
today’s 
public water 
service...

Supplying the 2.2 million people who live in our area with safe, 
wholesome water is what we do. 

Across Kent and Sussex and then to Surrey, Hampshire and Berkshire, 
we make sure homes, businesses, hospitals and all in our community 
that need water have access everyday for what they need to thrive.  

Responsible business commitment Water treatment and quality

We’ve been encouraging everyone to  
use tap water to refill on the go.

•   More than 800 refill designated 
businesses in our region

•   Supporting the installation of free 
drinking water fountains along 
Seaford seafront

500,000 water quality tests each year –  
that’s how we ensure your water meets the  
highest standards.  

WATER TREATMENT 

23%
of each £1 of your bill is spent

Extensive water 
testing at our state of 
the art laboratories

Operating 24/7 to 
supply 543m litres  
of water per day
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We are the regulated statutory water company in our 
exclusive supply area which is comprised of two non-
contiguous regions in the south east of England. Our 
core purpose is to provide the public water service 
and to plan and invest in that service for the future. 
Wastewater services in our area are provided by either 
Thames Water or Southern Water. 

We operate across the full water value chain: 

We carry out all wholesale activities, managing 
water resources, treatment works and the 
distribution network to bring safe drinking water  
to all premises.

We provide wholesale water supplies to retailers 
in the non-household retail market and to new 
appointee water companies that supply premises 
on certain new development sites located within 
our geographic area. We provide new connection 
services to developers, self-lay providers and new 
appointees to connect new premises. We carry out 
related works to ensure there is sufficient capacity 
in our water network to meet the demand from 
these new premises and maintain water pressure 
for existing customers.

We provide all retail services to end-user customers 
in household premises in our area of supply. This 
includes meter reading, billing, payment collection, 
service and billing enquiries and dealing with 
complaints. Retail services to eligible businesses, 
public sector and third sector organisations in our 
area of supply are provided by separate water retail 
companies.

We also provide non-regulated commercial 
laboratory services, billing and other retail  
services and plumbing services where we are able to 
achieve synergy and optimise the resources  
and know-how of the business. 

Wholesale activities account for 89 per cent of 
total income, retail activities for 7 per cent and non-
regulated activities for 4 per cent. 

OUR VISION
Where we want to be

To be the water company people want to be supplied by and want to work for

STRATEGIC THEMES
What we want to achieve

Read more on page 102 Read more on page 101 Read more on page 101 Read more on page 102

OUR OBJECTIVES
How we will measure success

38 performance commitments and 10 responsible business commitments  
Read more at performance.southeastwater.co.uk 

OUR VALUES
The South East Water culture

Values and behaviours support our strategy

OUR STRATEGY AT A GLANCE – PURPOSE, VALUE, VISION, CULTURE

Flourishing  
environment

How we contribute to an 
environment that flourishes 

today and tomorrow

Thriving  
people

How we help the 
people who work 
with us to thrive

Trusted  
business

How we build trust  
in what we do

Community and 
consumer focused

How we understand and 
respond to the needs  

of society

OUR BUSINESS MODEL

Fresh thinking, 
improving, never 

standing still

Dedicated to delivering 
a safe, reliable service, 
always caring for our 

customers and each other

Striving at all times to 
be the best and deliver 

the best

Dependable, safe and sound, 
as a team always delivering 

on our commitments. 
Guardians of the environment

Responsive, flexible 
and adapting quickly 

to change

OUR PURPOSE
Why we exist

TO PROVIDE TODAY’S PUBLIC WATER SERVICE AND  
CREATE TOMORROW’S WATER SUPPLY SOLUTIONS, 

FAIRLY AND RESPONSIBLY, WORKING WITH OTHERS TO 
HELP SOCIETY AND THE ENVIRONMENT TO THRIVE

https://performance.southeastwater.co.uk


Raw water 
reservoir

£

Groundwater 
abstraction

Recreational
facilities

River 
abstraction Non-household

customers

Household
customers

WHOLESALE
RETAIL

NON-REGULATED 
BUSINESS

NEW 
CONNECTIONS

NON-REGULATED 
BUSINESS

Bulk supplies

Laboratory

Other 
water 
companies

DevelopersSelf-lay providers

Capital programme

Water Treatment 
Works

WATER RESOURCES

Operational
depots

Control 
centre

Contact centre

Public 
authorities

Private
customers

Other water 
companies

Businesses Public authorities Businesses Private customers

Critical facilities

We manage water resources and plan the long 
term investment in water resources required 
for future generations in our water resources 
management plan

Network

We invest to improve, 
renew and expand our 
water supply system and 
keep it fit for the future

Waterlink
Plumbing and other water related services

South East Water Scientific Services
Water Analysis Services

HOUSEHOLD RETAIL

NONHOUSEHOLD RETAIL

We read meters, bill and collect payments, 
respond to billing and service enquiries 
and deal with complaints doing our best 
to keep customer satisfaction high

We ensure the quality 
and safety of water 
in our entire system 
from source to tap

Wholesale Service Desk

New appointees

New appointees

Wastewater 
companies

Billing and customer 
management services

We provide wholesale 
supplies and 
wholesale services to 
retailers following 
market rules

We have plans to ensure 
the water supply to critical
facilities such as hospitalsWe manage our network and

invest to maintain its capacity,
we repair burst mains, we 
detect and repair leaks, we 
plan for and respond to 
incidents to maintain supplies 
and limit interruptions 

WATER TREATMENT AND 
NETWORK MANAGEMENT

We provide new connections to supply 
new premises built by developers and 
offer new connection services to 
self-lay providers and new appointees. 
We also provide wholesale supplies 
to new appointees

Market 
operatorRetailers

We provide priority 
services and support for 
customers who have 
specific needs or face 
financial difficulties

NON-REGULATED 
BUSINESS

We manage protected sites 
and improve biodiversity, we 
work with farmers to reduce
water pollution, we minimise
the impact of our activities on
the environment and deliver 
an ambitious environmental
programme, and invest to 
reduce our emissions

Wastewater 
Treatment
Works
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BUSINESS MODEL

WHOLESALE

RETAIL

NON-REGULATED  
BUSINESS

NEW CONNECTIONS

OUR TREATED WATER

WASTEWATER

KEY
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KEY RESOURCES

Our assets and networks built over generations
The performance, condition and operation of our 
water resources assets, water treatment assets and 
our network built over generations, supported by 
information technology, are the essential elements 
of our business. Our investment in current and future 
assets is also crucial to our current performance 
and our long term ability to deliver the public water  
service and to fulfil our purpose. We must maintain 
a resilient service through asset management, 
investment and the effectiveness of our operations 
which also significantly influences customer 
satisfaction. This is essential to achieve good regulatory 
outcomes which in turn determine our ability to invest 
for the long term. 

Fresh water and the environment
Our business model is intrinsically linked to natural 
capital and to the availability, sustainability and quality 
of fresh water resources. We rely on the environment 
and ecological services of the catchment; filtering, 
storage and transportation of fresh water resources to 
provide our service.

Our human and intellectual capital
We rely on the collective skills and expertise within 
our business in the management of the public water 
service and the knowledge of our water supply system 
which has an intrinsic value that it would be difficult 
to reproduce elsewhere. Our relationships with key 
suppliers and partners are also essential to our success. 

Financial capital
Our performance and the sustainability of our 
operations in the long term require continuous 
investment in our assets and we need access to 
competitive financing to succeed. 

KEY RELATIONSHIPS

Our customers and communities
Consumers of the product we supply, the customers 
and communities we serve influence the decisions 
we make and their water use behaviours impact 
our operational plans on a daily basis. It is vital we 
build collaborative relationships for mutual benefit 
and to minimise negative impacts as we plan future 
investment in the region. 

Our people and culture
Everything we achieve as a business is through our 
people and the culture we collectively develop — there 
are 986 directly employed by South East Water and 
hundreds more through our supply chain (see below). 
Many employees are long-serving and their knowledge 
and experience is important in helping us plan for the 
future as well as delivering excellent service today. 

Our suppliers and partners
The supply chain is vital to the smooth running of 
our business, whether that be delivery of products 
for water treatment, infrastructure materials, or 
expertise to support the delivery of our investment 
programmes. We work with more than a hundred 
suppliers and partners both locally and internationally. 
Our key suppliers provide engineering and technical 
skills that complement those of our employees. 
We also receive bulk supplies of water from some  
neighbouring water supply companies so we work 
closely regionally to plan for long term water resources.

Our regulators
As a regulated business, South East Water benefits 
from open and constructive working relationships 
with our regulators: Ofwat, the Environment Agency, 
the Drinking Water Inspectorate (DWI) and Natural 
England.

OUR BUSINESS MODEL continued

HOW WE CREATE ECONOMIC VALUE

How we create economic value
We generate revenue through: 

•  billing for (i) water supplies to household end-
user consumers based predominantly on metered 
consumption with an overall level of metering of 
circa 90 per cent of household premises and (ii) 
wholesale water supplies to retailers on the non-
household retail market and new appointees

•  non-regulated activities which maximise the value 
of the business know-how and assets (laboratory 
services, water and sewerage billing and retail 
services as well as plumbing and water management 
services) 

The regulated business represents approximately  
96 per cent of the company’s turnover and profit from 
operations. This falls to 89 per cent after interest 
charges are taken into account.

We also provide new water mains and connections 
to our water network that are needed to supply 
new premises or similar new connection services 
to developers, self-lay providers or new appointees. 
The payments we received for providing these new 
connection services are limited to a proportion of 
the costs we incur as determined in accordance with 
regulatory charging rules. 

HOW WE CREATE VALUE

Revenue from the regulated business
The revenue that the business is allowed to generate 
as a regulated water company is subject to several 
price controls set by Ofwat every five years which 
define revenue allowances for relevant segments 
of the value chain: water resources, network and 
household retail. 

The cost of capital which includes an allowance for 
shareholder returns is also determined by Ofwat.

Factors impacting revenue and profit
When setting price controls, Ofwat takes account of 
how efficiently we operate our business and deliver 
our investment programme and of the quality of our 
services measured through performance commitments. 
Our revenue allowances are also adjusted by regulatory 
mechanisms for outperformance or underperformance 
of the targets set in Ofwat’s determination (Outcome 
Delivery Incentives). 

The business generates stable revenue streams but 
hot weather may cause seasonal increases in demand 
and revenue. However regulatory mechanisms 
operate to adjust revenue back to the revenue 
allowances set by Ofwat, without recognising the 
additional operating costs of meeting peaks in 
demand from these hot weather events.

In addition the revenue forecast incentive  
mechanism, that incentivises companies to predict 
their revenue, does not fully recognise the increased 
revenue volatility resulting from our high level of 
metering and therefore we might be exposed to a 
penalty.
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Dry and hot summers and cold winters can also have a 
significant impact on reactive maintenance costs and 
other operating costs and can affect our profitability 
as well as our performance against our performance 
commitments’ targets. The management of payment 
collection and bad debt as well as the level of support 
provided to customers with financial difficulties also 
influence profitability as our essential service must be 
maintained even in the case of non-payment.

These key factors influence our financial performance 
and the outcome of price determinations and, 
therefore, our long-term performance within the 
regulatory framework.

Revenue from the non-regulated business
Our commercial activities are developed on our core 
business strength and technical know-how. We 
provide billing, debt collection and related customer 
services to the wastewater companies that operate in 
our area providing the convenience of a single bill to 
our common customers and to new appointees. 

Our accredited laboratory provides analytical 
scientific services to other water companies, public 
authorities, businesses and private clients building 
on the expertise and technical capabilities developed 
to meet our own water analysis requirements. Our 
Waterlink business offers a range of plumbing and 
water infrastructure services building on the know-
how of the business. 

HOW WE CREATE VALUE FOR OTHERS

Value to society
A reliable water supply
Our water supply is used by households and all sectors 
of the economy and society. They rely on it, in 
particular for hydration and hygiene, and expect it to 
be available where and when needed. We ensure that 
they can all benefit from the value that water itself 
brings to them. We also plan and invest to ensure that 
our service will continue to be available to them in the 
future. 

Public trust
The quality of our service determines the trust and 
satisfaction of our customers and those who rely 
on our service, and the strength of our “licence to 
operate”. Public trust in the safety of water is another 
essential value we generate with our regulator the 
Drinking Water Inspectorate and is also our main 
responsibility.

We provide priority services to customers whose 
circumstances make them more vulnerable and provide 
assistance to those who have difficulties affording our 
services. 

How responsibly we carry out our business, how we 
manage our impact on others and the environment, 
and how we engage with customers and stakeholders 
are also key drivers of our legitimacy as a provider of an 
essential service.

Supporting the economy
Our service is a key input for many organisations, 
including public services and businesses and we also 
support housing growth. We continuously invest in 
our assets, generating economic activity for our supply 
chain, and the taxes we pay contribute to the wider 
economy.

HOW WE CREATE VALUE continued

Responsible impact on the environment
We manage the impact of our operations and our 
works on the environment, working to minimise our 
negative impact and improve our positive impact. 
We need to balance the impact of our abstraction on 
water bodies and the wider environment and the need 
to take water from the environment in order to meet 
the essential need of society. In this context climate 
change, population growth, demand management and 
leakage management are central to our planning and 
the long term sustainability of our business model. 

We work to improve the sustainability of our water 
abstraction. We work with farmers and other 
stakeholders to reduce the level of pollutants in the 
raw water extracted from our catchment areas that 
need to be removed in our treatment works.

We promote ways of saving water with our customers 
working with other water companies and stakeholders 
and have been reducing leakage year on year. 

We manage more than 30 protected sites and invest to 
improve their environmental condition and biodiversity. 
We invest to reduce our emissions and support the 
transition to a low carbon economy.

Job opportunities and development 
We provide training and career development 
opportunities and seek to promote the wellbeing 
of our employees. Due to the nature of our business 
which must operate without interruption we provide 
stable employment that offered financial security 
to our workforce during the Covid-19 pandemic. We 
provide learning and development opportunities in a 
wide range of disciplines. 

Supporting our communities
We provide jobs to more than 980 direct employees 
and 680 employees of our direct contractors who work 
specifically to support our business. Our business also 
supports the wider community through the creation 
of jobs that contribute to activities in our wider supply 
chain, either indirectly or in part.

We also support our communities through volunteering 
of our employees, community sponsorship activities 
and recreational facilities on our land, such as at 
Ardingly and Arlington reservoirs.

Shareholder value
Water companies are attractive to investors because 
they are stable, regulated, efficient businesses 
providing a steady return. Through efficient operation 
and good performance we seek to provide a reasonable 
return to our shareholders and increase the value of 
the business. 

For our investors the value we create is more than just 
about a financial return. South East Water’s principal 
owners are signatories of the United Nations Principles 
of Responsible Investment (UN PRI) and are committed 
to strong environmental, social and governance 
performance as they recognise this protects the long 
term value and sustainable success of the company 
and strengthens our licence to operate.
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OUR BUSINESS ENVIRONMENT

Natural environment 
We rely on a secure supply of 
our natural resource – water. 
We must protect both the 
quantity and quality of our 
key environmental resource. 
Rainfall in the south east 
of England is lower than 
other parts of the country 
and the region is officially 
designated as an area of 
serious water stress. We must 
be prepared for the impacts 
of environmental change and 
adapt to these. We play an 
important role in mitigating 
climate change through our 
own actions to minimise our 
emissions and environmental 
impact – and supporting our 
community to do the same. 
We are significant landowners 
in the south east and with 
this we have tremendous 
responsibility in looking 
after our 33 sites which 
are within areas of Special 
Scientific Interest, including 
the national nature reserve 
at Lullington Heath in East 
Sussex, two nature reserves 
at Arlington Reservoir and 
Ardingly Reservoir in Sussex as 
well as numerous other areas 
of outstanding natural beauty.

Innovation and technology
Technology is always progressing 
and it is important that as a 
business that we keep up with 
these ever-changing innovations. 
The opportunities they present 
enable us to work more safely 
and efficiently, but also to ensure 
we keep up with consumer and 
stakeholder expectations as 
these evolve in other digital 
and technological experiences. 
We look to incorporate the 
latest technologies to support 
our colleagues in their work, 
particularly important this year to 
facilitate home working. We aim 
to connect with experts through 
many stakeholder forums such 
as UKWIR and CIWEM and look 
for opportunities to collaborate 
to take opportunities such as the 
Ofwat Innovation Fund or other 
funding streams that are available. 
We recognise that technology also 
holds significant risks, in particular 
cyber security and data protection 
must be a key focus.

Society
Water is at the heart of 
our society, without it 
the community we serve 
cannot thrive. But society 
also has a huge influence 
on our work. Changing 
consumer behaviours can 
have significant impacts on 
our business, both positive 
(where more environmental 
awareness leads to water 
saving) or negative (if the 
changes lead to increased 
water use). This year the “stay 
home” rules to protect against 
Covid-19 saw changing 
water use patterns that are 
expected to continue in 
2021/22. Society provides 
our workforce, therefore the 
opportunities for learning 
skills and encouraging 
interest in careers in water 
across a diverse community 
is important. To manage our 
infrastructure we are often 
working in close proximity to 
our customers and therefore 
it is vital we coordinate our 
work with others and engage 
closely with those who will 
be impacted by our activities. 
The region we operate in 
has a higher percentage of 
older residents relative to 
other regions and therefore 
supporting customers 
who may have mobility 
issues or other age-related 
vulnerabilities is of high 
importance for us. 

Economic environment
The economic climate 
impacts our business both 
through the ability of our 
customers to pay their bills, 
and the security of the 
supply chain we rely on. The 
south east of England is a 
more affluent part of the 
UK, but there are pockets 
of extreme deprivation and 
with an older population 
more pensioners who may 
have financial concerns. 
Market rate movements, 
such as interest rates and 
inflation, impact us, but we 
reduce risk as far as practical 
through our prudent 
financial management and 
five year planning. 

Political and regulatory environment
The political and regulatory 
environment changes significantly 
over time and we ensure South 
East Water is able to respond 
to these changes and where 
appropriate influence future 
policy through our participation 
in consultations and as active 
members of the water industry 
trade body, Water UK. For example 
we have worked carefully to 
prepare for Brexit and also will 
continue to ensure we understand 
and influence changing policy that 
may come from leaving Europe. 
Our aim is to ensure any changes 
that affect the outcomes for our 
customers, shareholders and other 
stakeholders are positive. 

We operate within a strict 
regulatory environment and 
work closely with our regulators 
to deliver a great service for our 
customers both now and in the 
future.

•  The Water Services Regulation 
Authority (Ofwat) regulates our 
prices and levels of customer 
service 

•  The Drinking Water Inspectorate 
(DWI) monitors drinking water 
quality 

•  The Environment Agency (EA) 
covers environmental protection 

•  CCW (formerly the Consumer 
Council for Water) represents 
customers’ interests 

•  Water Redress Scheme (WATRS) is 
an independent service designed 
to adjudicate disputes that have 
not been resolved through the 
water companies’ customer 
service teams or by referring the 
matter to the CCW 

•  Natural England (NE) is 
responsible for the protection 
of designated sites for nature 
conservation 

•  Department for Environment, 
Food and Rural Affairs (Defra) 
deals with all aspects of policy 
relating to the water industry 
and we operate under a licence 
granted by the Secretary of State 

•  Centre for the Protection of 
National Infrastructure (CPNI) 
is the government authority for 
protective security advice to the 
UK national infrastructure 

South East Water has worked 
collaboratively with water 
companies from across the country 
to prepare for the potential 
implications of the UK’s exit from 
the European Union – with the 
county of Kent a key strategic 
route for trade and the consequent 
risks to our operations if the 
highways are jammed. We continue 
to work with our supply chain and 
have measures in place to minimise 
any impact. We continue liaising 
with government, regulators 
and, on a local level, with Local 
Resilience Forums, keeping them 
updated on our activities. 
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RISK MANAGEMENT AND PRINCIPAL RISKS

HOW WE MANAGE RISKS 
We have comprehensive systems of internal 
control and risk management and we monitor their 
effectiveness regularly in compliance with the 
principles of our corporate governance code. This 
risk management framework is also closely linked to 
the way we monitor and measure our performance 
and compliance with our statutory obligations and 
commitments which is subject to external assurance 
by third parties. This ensures that the board and the 
audit and risk committee review all material controls 
including financial, operational and compliance 
controls. 

Our company monitoring framework includes an 
analysis of the strengths, risks and weaknesses in 
relation to data and information provision which we 
use to ensure the information we publish is accurate 
and reliable. We provide more details on the assurance 
of our performance and other regulatory data in the 
annual performance report. 

We maintain a formal risk register and risk 
management system for the identification, evaluation 
and mitigation of risks. The board defines South East 
Water’s risk management framework and reviews 
the risks on the register and the effectiveness of the 
relevant mitigation measures at least once a year.

The board also reviews monthly, quarterly and annual 
reports on performance which highlight risks and 
business or operational issues as they arise. Please 
see page 127 for a summary of the board activities in 
the year. The audit and risk committee monitors the 
effectiveness of our systems of risk management and 
internal controls on an ongoing basis. Please see page 
139 for the report from our audit and risk committee. 

Individual managers and heads of department are 
responsible for identifying risks relevant to their 
area of responsibility and defining and implementing 
mitigations. Risks relevant to each directorate are 
monitored by the relevant director every month and 
the risk profile of a particular area is presented by the 
relevant head of department to the executive team. 

The risk management systems described here have 
been in place for the year under review and up to the 
date of approval of the annual report and accounts.

   Read more at southeastwater.co.uk/cmf

PRINCIPAL RISKS AND  
UNCERTAINTIES 
Principal risks are those which due to their likelihood 
or magnitude can significantly impact on the long 
term success of our company. We consider their 
impact on our business model, future performance, 
solvency and liquidity. We also review the adequacy 
of the mitigations in place as recorded in our risk 
register. 

As required by our corporate governance code, the 
audit and risk committee and the board carried out 
a robust review of our principal and strategic risks 
and of high impact and emerging risks on our risk 
register. We also compared our principal risks with 
those identified by other companies in the water 
industry. 

We describe our principal risks, their potential 
impact and how they are managed on the following 
pages. These principal risks have been considered 
in the context of our business model and strategy. 
We have reflected the impact of Covid-19 which 
affects a number of our principal risks based on our 
experience in 2020/21 and our work as a company 
and with the water industry to assess the future 
potential impact on our company, the water sector 
and the UK economy.

Some of the risks described in this section also bring 
business opportunities which we are preparing for. 
We also take advantage of the potential for business 
improvement that arises from risk management and 
the implementation of mitigations.

The principal risks described represent an 
aggregation of individual underlying risks in our 
risk register. The current risk exposure and trend 
presented is a reflection of the risk levels and trends 
of the related underlying individual risks in our risk 
register.

KEY CHARACTERISTICS OF OUR  
RISK MANAGEMENT MODEL 
Our risk management model uses standardised risk 
descriptions and categories for the controls, impact 
and likelihood of risks. Each risk is allocated a priority 
score based on its potential impact and likelihood. 
The prioritisation of risks in the register takes account 
of the controls and mitigation measures currently 
in place. Our risk management model also includes 
an assessment of planned mitigation measures. 
This gives visibility of the reduction in risk exposure 
expected from planned mitigation and is also used for 
reviewing the actual effectiveness of mitigation. This 
model allows the board to assess and manage risks at 
a strategic level and the executives to manage risks at 
an operational level. 

Risks are reviewed regularly by the executive team and 
the board. A number of our risks have been impacted 
by Covid-19, and subsequently controls and actions 
have been strengthened or brought into place to 
mitigate these increased risks as much as possible. 
We provide details on how the Covid-19 pandemic 
affected the business in the section on principal risks 
and uncertainties on page 38.

While the corporate risk register identifies risks that 
exist in the present and short term we have also 
extended the register to assess potential risks to 
outcome delivery incentive (ODI) success in the 2020 
to 2025 price control period. In total 110 risks were 
identified as potentially having a direct impact to 
one or more ODI performance measures. Identifying 
these risks ensures we are able to put early mitigation 
measures in place to optimise performance across our 
commitments.

We have also undertaken a review of the corporate risks 
with a responsible business lens on the register. These 
are reviewed by the responsible business committee on 
a quarterly basis.

To supplement the corporate risk register we are 
also evaluating emerging and future risks – broadly  
targeting a rolling 10-plus year horizon span. 
Consideration of long term risk planning also involves 
future consideration of where political, social, and 
economic factors may take the business. 

An understanding of these risks will allow the business 
to plan, and build resilience to the future threats 
that these identified risks may pose. Risks identified 
to have no immediate solution can be channelled 
through our innovation programme - to establish if as 
yet untested (or unused) technology/processes can 
be sought to reduce or control future risks.

Risk management model see page 32

The board also reviews 
monthly, quarterly 
and annual reports on 
performance which 
highlight risks and 
business or operational 
issues as they arise

“

https://southeastwater.co.uk/cmf
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RISK DESCRIPTION 

The tool ensures a consistent language regarding 
the description of risks is maintained. A risk must 
satisfy three criteria 

 •  Causes – are definite events or set of 
circumstances that exist which will give rise to 
uncertainty 

 •  Event – an uncertain event is the true risk, as 
it may or may not happen and gives rise to 
uncertain outcomes 

 •  Effects – are unplanned variations that would 
arise as a result of the risk occurring 

CURRENT CONTROLS 

The controls that are already in place to deal with 
the identified risk 

 •  Likelihood – the likelihood of the risk occurring 
must be assessed using set criteria 

 •  Impact – risks are categorised and their 
impacts determined. There are 12 categories 
ranging from financial through to operational 
or reputational impacts. Each category 
has a defined level of impact ranging from 
insignificant and catastrophic. This allows for a 
consistent approach to be adopted across the 
whole of the business. Where appropriate a risk 
may have more than one category e.g. both 
financial and reputational 

CURRENT RISK SCORE 

This is the product of impact and likelihood. The 
most catastrophic risk is calculated with a score of 
25, with the most insignificant scored at one 

 MITIGATION 

Actions being undertaken to reduce or manage a 
risk. Once embedded these mitigation steps will 
form part of the current control assessment 

TARGET RISK SCORE 

A target risk score can be calculated to show where 
the risk level will be once the controls and actions 
are put in place

RISK MANAGEMENT  
MODEL

CHANGES TO OUR REPORTING  
ON PRINCIPAL RISKS
The presentation of principal risks and their 
assessment has been reviewed providing more 
details on current risk exposure and trends. Links 
with our strategy and business model have also been 
highlighted. 

Covid-19 has been included as a separate and 
overarching risk with details on how it has affected  
the business and the expected impact it will continue 
to have in 2021/22 based on our experience in 
2020/21.

Water resources risks and climate change were 
included jointly last year. In this report climate 
change has been included as a new risk which 
covers the wide range of impacts it may have on 
the business. A new risk - failure to meet water 
demand covering risk relating to water resources 
as well as supply demand balance and treatment 
and distribution capacity has been introduced as 
a standalone risk which more accurately reflects 
the specific challenges we faced during the 2020 
heatwave. 

Several risks have been grouped to better reflect 
their interrelations: 

•  the market reform risk has been combined with 
risk 10 - adverse policies or political and social 
environment

•  the bad debt risk has been included with risk  
12 - macroeconomic risks. 

•  the price determination risk has been combined 
with risk 10 - Adverse policies or political and 
social environment also reflecting the fact that 
the outcome of PR19 is known

•  the investment programme delivery risk has been 
combined with risk 6 - Failure to deliver business 
plan and to meet regulatory outcomes

RISK MANAGEMENT AND PRINCIPAL RISKS continued

RISK DESCRIPTION

CURRENT  
CONTROLS?

CURRENT  
RISK SCORE

CATASTROPHIC
MAJOR
MODERATE
MINOR
INSIGNIFICANT

ALMOST CERTAIN
PROBABLE
POSSIBLE
UNLIKELY
REMOTE

LIKELIHOOD

TARGET RISK SCORE

CAUSES           EVENT           EFFECTS

IMPACT

MITIGATION
ACTION

TIMETABLE

OWNER
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DELIVERING OUR STRATEGY TO FULFIL 
OUR PURPOSE

and create 
tomorrow’s 
water supply 
solution…

We plan for future water resources and develop our water 
supply system. 

We are constantly innovating and using new technologies and 
services to make sure the next generation has a secure water 
supply too.

Responsible business commitment How we invest in your water

We play an active role regionally to help plan ahead 
for future housing growth.

•   Responded to more than 60 neighbourhood and 
local plans

•   Inputted our expertise to 11 water cycle 
strategies

83 water treatment works to ensure our water is of 
excellent quality.

CAPITAL EXPENDITURE 

£93.3 million
Decrease of 10.7 per cent on last year

Mains water pipe 
programme, part of our 
investment strategy

We use tunnelling 
techniques to minimise 
environmental impacts

We’re investing £2.8 million in a 
new pipeline to secure the drinking 
water supply for Sevenoaks in Kent 
for years to come
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The potential exposure indicator reflects our 
assessment of the overall net risk exposure 
taking account of individual underlying risks in 
our risk register. The colour of the risk on the 
matrix indicates potential exposure. 

OUR PRINCIPAL RISKS

Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

The UK has seen its warmest 10 years 
since 2002 and 2020 was the UK’s third 
warmest, sixth wettest and eighth 
sunniest year in the national series. The 
2020 heatwave put significant pressure 
on our water supply system. There are 
concerns regarding the potential effects 
of tipping points in the climate system. 
This heightens the need for adaptation. 
The uncertainty explains why the risk is 
being categorised as major, even though 
its effects will increase over time. 

Closely related risks  3 / 4 / 8 / 9 / 11

p 
p

Link to key resources & relationships:  
Fresh water and the environment 
Our assets and networks 
Our regulators 
Our customers and communities
Impact on outcomes:  
Responsible impact on the environment 
Reliable water supply 
Public trust 

¿M

Mitigation

Investment in adaptation Managing climate risks

•  Our Water Resources Management Plan and 
Drought Plan incorporate climate projections to 
determine the most appropriate solutions and 
investments to develop water resources, improve 
the resilience of our supply system and manage 
demand.

•   Investment in flood protection with improvement 
to 92 operational sites in 2020 to 2025 and to 
improve our resilience to power outages. 

•  A significant programme of environmental 
schemes include managing the impact of our 
water abstraction.

•   Our third adaptation report to be published at the end 
of 2021.

•  Progressive adoption of the recommendations of the 
Task Force on Climate Related Financial Disclosure 
(TCFD) to ascertain and quantify the financial impact of 
climate change on the company.

Reducing our emissions

•   A target to reduce our greenhouse gas emissions by 80 
per cent by 2025 (when compared to 2017/18).

•   Our commitment to achieve net carbon zero by 2030 as 
part of the water industry’s Public Interest Commitment 
and independently under our net zero routemap.

•   Procurement of power purchase agreement relating to 
new renewable energy assets and planned investment 
in private solar generation.

Principal Risk Potential exposure

1 CLIMATE CHANGE ¿M

2 COVID-19 ¿H

3 STRATEGIC ASSET FAILURE AND MAJOR OPERATIONAL INCIDENT ¿H

4 FAILURE TO MEET THE PEAK DEMAND FOR WATER ¿H

5 FAILURE TO DELIVER BUSINESS PLAN AND MEET REGULATORY OUTCOMES ¿H

6 SECURITY OF ASSETS, SYSTEMS AND DATA ¿H

7 MACROECONOMIC RISKS ¿M

8 WATER QUALITY INCIDENT ¿M

9 ADVERSE POLICIES OR POLITICAL & SOCIAL ENVIRONMENT ¿M

10 REGULATORY, ENVIRONMENTAL AND LEGAL COMPLIANCE ¿M

11 FINANCIAL RESILIENCE ¿M

12 HEALTH, SAFETY AND WELLBEING ¿M

13 PEOPLE AND CULTURE ¿L

OVERVIEW OF OUR PRINCIPAL RISKS
1 CLIMATE CHANGE

Climate change will lead to long-term shifts in climate patterns (such as hot and dry summers, changes in 
rainfall and sea level rise) and to an increase in the frequency and severity of acute weather events such as 
floods, storms, droughts or heatwaves. This will affect the quantity and quality of water resources and disrupt 
our operations and those of third parties we rely on such as energy suppliers. The effect of climate change will 
increase the likelihood and impact of our main operational risks.
Failure to adapt our infrastructure, to improve its resilience and to manage demand would mean that we would 
not be able to meet our statutory duties and demand in the future. It would also lead to additional costs that 
could affect the financial resilience of the company in the long term. A failure to adapt to climate change and to 
deliver our own net zero carbon commitments could lead to significant reputational damage.
Our ability to invest in the adaptations needed to be able to meet our future obligations also depends on external 
factors such as the outcome of successive price determinations and how effectively climate adaptation is 
addressed in the political and regulatory environment. The adaptation of other sectors on which we rely for our 
operations will also have an impact on our own resilience.

¿12

¿9¿8

¿1¿1 ¿6
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Related  
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business
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Our ability to effectively and efficiently continue to deliver  
the essential public water services to our customers during the pandemic
Impact on performance commitments

Main steps taken Outcome to date

•  Tested and adapted our emergency response and 
business continuity plans.

•  Continued the implementation of actions plans for 
the delivery of our ODIs.

•  We maintained our core services throughout the year 
only reducing some customer facing activities to meet 
social distancing guidelines.

•  Certain ODIs have been affected by the pandemic 
especially interruption, non-household voids and per 
capita consumption.

Prospect for 2021/22

•  Our response to the Covid-19 pandemic demonstrated that we are able to operate effectively under lockdown 
restrictions.

•  We will work with Ofwat to understand how they intend to take account of the effect of the pandemic on ODIs 
and penalties. The nature, scale and timing of any intervention from Ofwat to mitigate the financial impact arising 
from Covid-19 is not known at this stage.

Changes in consumption patterns
Managing concurrent events

Main steps taken Outcome to date

•  Reduced planned outages to the minimum level 
possible and well under the level considered 
acceptable by Ofwat.

•  Activated specific preparation for high summer 
demand and pre-emptive steps of our emergency 
response plans.

•  Early communication with customers to alert them 
of the pressure on the water system and the need 
to limit their non-essential use of water.

•  Mobilised the workforce to support incident 
response.

•  Widespread working from home, reduced commuting 
and travels outside of our area contributed to a 
significant increase in water consumption by household 
customers. Combined with the effect of the heatwave 
this resulted in unprecedented peak summer demand 
that resulted in interruptions in more vulnerable parts 
of our network and the maximum ODI penalty being 
incurred.

Prospect for 2021/22

•  We expect that household customer demand will remain high in 2021/22 and in the medium term higher than 
before the pandemic.

•  This increases the risks of ‘major operational incident’ and ‘failure to meet demand’. More details are provided 
below on mitigation against these risks, building on lessons learnt from the 2020 heatwave.

OUR PRINCIPAL RISKS continued

Health safety and wellbeing of our workforce
Shortage of staff

Main steps taken Outcome to date

•  Implemented new ways of working for field  
roles and in our laboratory to avoid contamination 
at work.

•  Generalised home working whenever possible.

•  Consulted widely and regularly on health and 
safety and wellbeing and how to adapt to new 
ways of working and provided guidance.

•  Rolled out software and hardware to enable 
remote working.

•  We experienced low levels of absences including those 
related to Covid-19.

•  We had consistently high levels of response to our 
surveys with positive scores expressing support for  
our actions.

•  Our staff responded to our encouragement to use their 
annual leave protecting their wellbeing and limiting the 
risk of staff shortages as restrictions are lifted.

Prospect for 2021/22

•  Current arrangements have proved effective and will continue to be implemented and adapted as required by 
the evolution of the pandemic.

•  We have planned for a controlled return to work and are consulting on longer term changes to ways of working 
recognising that home working and flexible working will be more prominent across our entire workforce.

•  The agility, flexibility and commitment demonstrated by our workforce in response to the pandemic will 
continue to be a strength in 2021/22.

2 COVID-19 PANDEMIC 2 COVID-19 PANDEMIC continued

The Covid-19 pandemic has affected most aspects of our operations in 2020/21 and will continue to have effect  
in 2021/22. 
Failure to adapt quickly to new ways of operating and to the effects of the pandemic and restrictions on our 
customers and supply chain could significantly disrupt our operations and potentially caused interruption or a 
significant loss of quality of service. The Covid-19 pandemic has amplified other principal risks. 
This section reviews the effect of the pandemic on our business, how we have responded and how we anticipate 
the pandemic will affect the business in 2021/22.

Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

The effects of the pandemic are better 
known and we have demonstrated that 
we were able to continue our operations 
without significant disruption to our 
services. The vaccination campaign 
improves the prospect of a progressive 
removal of restrictions and a resumption 
of normal economic activities. However, 
there is still uncertainty regarding further 
restrictions and the impact on bad debt and 
some of the impact on our operations will 
continue into 2021/22. For this reason the 
risk is considered stable but remains high. 

Closely related risks  3 / 4 / 5 / 12

tu Link to key resources & relationships:  
Our human and intellectual capital  
Our customers and communities  
Our people and culture  
Our suppliers and partners
Impact on outcomes:  
Reliable water supply  
Public trust  
Supporting our communities

 

¿H
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Supply chain and delivery partners

Main steps taken Outcome to date

•  Coordination with our main contracting partners 
to organise the continuation of our activities whilst 
applying safety measures for our joint workforce.

•  Worked with our supply chain to anticipate 
and address supply issues that could affect our 
operations and ensure appropriate stocks were 
maintained.

•  We have not experienced significant supply chain 
disruption but incurred additional costs as contractors 
needed to alter their ways of working.

•  We successfully managed the transition to a new R&M 
contract with Clancy and the commencement of our 
new engineering services contract with Atkins.

Prospect for 2021/22

•  We will continue to consult and coordinate with our supply chain and will monitor how the lifting of the restrictions 
and the increase in economic activity may affect our supply chain to identify any bottlenecks in supply.

Liquidity and financial resilience

Main steps taken Outcome to date

•  Additional withdrawals on our credit facility to 
ensure an appropriate level of liquidity.

•  Agreed amendments to our finance documents 
that enable further borrowing under certain trigger 
event scenarios.

•  Close monitoring of ratios and credit ratings 
throughout the year with updated forecasting 
presented at board meetings.

•  Our liquidity has remained healthy throughout the year 
and continues to do so.

•  Our finance documents have been updated to allow 
greater flexibility in arranging further borrowing.

•  We have met all our covenant requirements and are 
forecast to continue to do so. Our credit ratings have 
been maintained at the pre-Covid 19 level.

•  We are in the process of replacing our existing revolving 
credit facility with a new facility with an increased limit 
of £125 million.

Prospect for 2021/22

•  Our assessment of our prospects in 2021/22 and beyond are detailed in our viability statement.

Increased affordability and vulnerability challenge for some of our customers
Increased bad debt and deterioration of cash collection

Main steps taken Outcome to date

•  Maintained our call centre fully operational putting 
in place the systems required to continue to 
operate remotely at normal capacity.

•  Provided help with payment terms and extended 
our social tariff.

•  Adapted debt recovery activities that were 
suspended temporarily and resumed taking care of 
providing support to customers struggling to pay.

•  Implemented emergency support for retailers 
following successive amendments to market codes.

•  Maintaining normal operations at our call centre allowed 
us to continue to provide normal customer service 
interaction as well as additional support to customers.

•  Bad debt provisioning in relation to Covid-19 has 
increased significantly in line with our revised bad debt 
methodology as well as the take up of our social tariff.

•  Emergency support to retailers has come to an end 
without experiencing any insolvency of a significant 
retailer.

Prospect for 2021/22

•  We expect to be able to continue to offer normal customer service interactions in 2021/22.

•  The increase in bad debt provisioning and social tariff is likely to continue into 2021/22 and we have reflected this 
assumption in our budget and corporate plan. We will continue to monitor the level of bad debt and the needs of 
our customers in 2021/22 and beyond.

•  We expect a progressive improvement in non-household demand as restrictions are lifted but remain cautious due 
to the possibility of further restrictions being imposed as new variants emerge.

Efficient delivery of our capital programme

Main steps taken Outcome to date

•  Reviewed our investment programme to take 
account of the impact of the lockdown.

•  New working arrangements to protect our workforce 
had an impact on our ability to deliver our capital 
programme in 2020/21 and to achieve efficiencies due 
to additional costs and practical constraints on how 
works could be delivered.

Prospect for 2021/22

•  We are continuously monitoring and forecasting the impact of the Covid-19 pandemic on our ability to deliver our 
investment.

•  We are reviewing how we may achieve our efficiencies recognising that the unprecedented challenges we and 
our supply chain face will have an impact on our ability to deliver our targeted efficiencies and result in additional 
contract costs .

•  We expect a potential increase in input costs as the supply chain seeks to recover and as economic activity 
restarts. We will monitor inflation and its impact on our delivery costs.

2 COVID-19 PANDEMIC continued 2 COVID-19 PANDEMIC continued

OUR PRINCIPAL RISKS continued
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Strategic asset failures and major operational incidents may affect our ability to deliver a safe and uninterrupted 
water supply to a large number of customers or cause damage to third parties. Disruption to our water supply 
has an impact on public health, on daily life and economic activities. These events may be caused by unplanned 
outages of critical assets (including due to ground movements or naturally occurring sinkholes), bursts of large 
water mains or severe weather events. 
These risks may affect our own water infrastructure or those of other water companies that provide us with a 
bulk supply of treated water. We also rely on other utilities especially electricity providers to operate our facilities 
and prolonged energy outages may have an impact on our operations.
Incidents lead to additional production and distribution costs (such as additional treatment, repairs, incident 
management, emergency supplies of water etc.) and compensation payments to customers whose supply was 
affected. They may lead to ODI penalties for exceeding our targets on supply interruption. They generally affect 
customers’ complaints, satisfaction and the perception of the company by customers and other stakeholders and 
may lead to ODI underperformance or penalty under the C-MeX regulatory metric for customer experience. They 
may also lead to liabilities to third parties due to damage to their property. We must ensure that our response to 
incidents always put the safety of our workforce first. 

Mitigation

Operational management Resilience framework

•  Trained and competent operational and asset 
management staff.

•  Cross-skilling programme to improve the resilience 
of operational teams and facilitate collaboration. 

•  Developing a systems approach to operational 
management that takes account of all aspects 
of regional management from the water source 
through to customers’ taps. 

•  Emergency plans and procedures (including under 
the Security and Emergency Measures Directions) 
which are regularly tested and independently 
audited. 

•  Wholesale steering group for Operations and 
Assets coordination to implement continuous 
improvement. 

•  Incident preparation teams for the pre-emptive 
management of weather related operational 
challenges and early customer engagement. 

•  Scheduling of planned maintenance to achieve 
minimum outages during the periods of the year 
with higher operational risks. 

•  Developing a calm network strategy to help achieve 
our leakage target and reduce mains bursts including 
valve operations and reduction of pump surges.

•  Standby power generation at operational sites.

Asset management

•  Implementation of an asset management system 
that is compliant with ISO 55000 by 2025, building 
on our existing PASS 55 asset management system. 

•  24 hours network modelling for rezoning to 
minimise the number of customers impacted and 
restore supplies as soon as possible.

•  New incentives for innovation and improving 
resilience within our engineering consultancy 
framework.

•  New investment decision support tool. Risk based 
prioritisation of maintenance with customer impact 
as a primary consideration.

•  Asset management strategy implementing new 
asset health metrics.

•  Resilience maturity assessment for a system based 
approach to resilience and improved horizon scanning 
and adaptation to climate change. Resilience training  
of staff. Classification of criticality for all assets  
allowing for prioritisation of investment to reduce 
exposure to risks. 

•  Schemes to improve interconnectivity, facilitate 
reconfiguration of the network and remove single 
points of supply.

•  Developing approach for mitigating certain key low 
likelihood but high impact risks and development of 
strategic options for mitigation. 

•  Area plans for each Resource Zone published annually 
and identifying key risks for each zone.

Lessons learnt and improvement 

•  Formal lessons learnt process followed after each 
significant incident with implementation of action plans.

•  Testing and adaptation of operational plans in response 
to the Covid-19 outbreak to be able to protect the 
supply to critical facilities, to ensure the safety of 
our workforce and the public and to maintain social 
distancing when responding to incidents and especially 
supply interruptions due to bursts. 

•  Following the freeze/thaw in 2018, we used our 
reports on lessons learnt to prepare and deliver a 
comprehensive action plan to improve our readiness, 
resilience and our response capabilities in case of severe 
weather events.

•  Bringing our Aylesford reservoir back in service and 
delivering a fast track resilience scheme on the site of 
the future Butler WTW for the summer of 2021.  

3  STRATEGIC ASSET FAILURE AND MAJOR OPERATIONAL INCIDENT continued3  STRATEGIC ASSET FAILURE AND MAJOR OPERATIONAL INCIDENT

Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

The general condition of our assets is stable, 
but sinkholes at our reservoirs in Aylesford 
combined with higher demand linked to the 
Covid-19 pandemic result in an increasing 
level of risk with specific mitigation being 
put in place.

Closely related risks  1 / 2 / 5 / 12

p 
p

Link to key resources & relationships:  
Our assets and networks 
Our customers and communities
Impact on outcomes:  
Reliable water supply  
Public trust 

¿H

OUR PRINCIPAL RISKS continued
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Mitigation

Long term planning Operation performance

•  Our water resources management plan developed 
in collaboration with regulators and other water 
companies in the south east of England to 
invest in future water resources and production 
capacity.

•  Working with regulators to ensure local resilience 
issues (e.g. local network capacity) are addressed 
in the WRMP process. 

•  Our drought plan which includes clear steps for 
managing demand and securing resources.

Reducing demand

•  Our performance commitment to reduce per 
capita consumption by 7.6 per cent together with 
an ambitious programme to drive behavioural 
changes from customers for 2020 to 2025. 

•  Our metering programme which was completed  
by 2020. 

•  Consistently meeting our leakage targets and 
commitment to significant additional leakage 
reductions in 2020 to 2025.

•  Implementation of changes to the monitoring and 
management of our water supply system to be able to 
limit the risk of outages in the face of unprecedented 
water demand due to changes in demand linked to 
Covid-19.

•  Mobilisation and preparation to meet summer demand 
and communication plan to alert customers on the need 
to use water responsibly during peak periods.

•  Specific investment to address abstraction reduction 
such as our Fleet to Greywell main and to improve the 
resilience of our operations.

Mitigation

Management of delivery

•  Detailed processes to ensure that we 
operate within the assumptions of the price 
determination (including ODIs and investment).

•  Early implementation of business improvement 
initiatives to deliver our ODIs and ensure 
customer and employee engagement.

•  Dedicated steering groups monitoring key 
measures such as interruption, water quality, 
customer services, customer perception and 
leakage.

•  Implementation of resilience and innovation  
action plans.

•  Processes involving our asset, engineering and 
operations functions to ensure that projects are 
planned and delivered on time and budget.

•  Projects reviewed by an investment committee and 
a programme management office. Project scopes and 
planned efficiencies reviewed with our engineering 
partner and the early involvement of our framework 
contractors to identify risks and opportunities for 
innovation and savings.

Monitoring and reporting

•  Processes to continuously monitor and report regularly 
on our compliance with regulatory obligations at senior 
management and board levels and take corrective 
actions.

•  Continuously assess the deliverability and financeability of 
the final determination and any risk it may create for the 
company for the next regulatory period.

•  Executive remuneration targets aligned with regulatory 
outcomes.

4 FAILURE TO MEET THE PEAK DEMAND FOR WATER 5  FAILURE TO DELIVER BUSINESS PLAN AND MEET REGULATORY OUTCOMES

Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

In the short term, changes in consumption 
patterns related to Covid-19 are expected 
to persist as more people work from 
home and to reduce our headroom in 
case of unplanned outages. In the long 
term, underlying risk factors will continue 
to increase with further reduction to 
abstraction due to sustainability measures, 
population growth and climate change.

Closely related risks  1 / 2 / 5

p 
p

Link to key resources & relationships:  
Fresh water and the environment 
Our assets and networks 
Our customers and communities
Impact on outcomes:  
Reliable water supply 
Public trust 
Responsible impact on the environment 

¿H

Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

Unprecedented demand due to Covid-19 
during the 2020 heatwave resulted in the 
maximum penalty for interruption. The 
financial constraints imposed by the final 
determination (with stretching targets 
and higher risks of penalties) combined 
with the impact of Covid-19 increased the 
risks related to the efficient delivery of 
investment in the past year but the risk 
remains stable.

Closely related risks  2 / 3 / 4 / 5 / 10

tu Link to key resources & relationships:  
Our assets and networks 
Our regulators 
Financial return 
Impact on outcomes:  
Reliable water supply  
Public trust  
Responsible impact on the environment 
Shareholder value

¿H

We rely on water in the environment to provide the public water supply. Our supply area is designated as an area 
of serious water stress and densely populated. Weather events such as droughts put pressure on already stressed 
raw water resources.
Dry and hot weather may lead to peaks in demand that could exceed our ability to produce and distribute enough 
water. In 2020, the combination of the hot weather and changes in consumption patterns due to the Covid-19 
restrictions resulted in exceptionally high demand leading to supply interruptions in certain parts of our network. 
In the long term, restrictions on water abstraction to protect the environment and the effects of climate change 
will result in additional stress on the water resources needed to meet an increasing demand linked to population 
and housing growth. This may also lead to increased risks of over abstraction and related prosecution and fines.

There are financial and reputational risks associated with a failure to deliver our business plan commitments. Our 
position at the next price determination may also be impacted.
The PR19 determination included a large number of outcome delivery incentives (ODIs) using targets defined 
by reference to upper quartile performance with the introduction of in-period reward/penalty adjustments. It 
also introduced new customer satisfaction measures (C-MeX) and new developer services satisfaction measures 
(D-MeX). These changes bring new compliance requirements and related risks. 
Ofwat’s approach to risk and return in its final determination with more stretching targets leads to an increased 
risk of penalties even with improvements in performance. In-period ODI adjustments will have an impact on our 
revenue during 2020 to 2025. Our ODI performance could also be affected by incidents affecting other companies 
that provide us with a bulk supply of treated water.
We must ensure that we efficiently deliver the investment necessary to maintain and improve our services to customers 
and to meet our long-term future obligations. The risks affecting the delivery of our investment are internal, relating 
to the management of the delivery of our programme, and external such as extreme weather conditions, incidents 
affecting works, supply chain risks or significant events affecting the economy such as the Covid-19 pandemic.

OUR PRINCIPAL RISKS continued
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Mitigation

Investment in adaptation

•  Our corporate security steering group 
continuously monitors physical and data security 
and data protection matters to identify new risks 
and monitor the effectiveness of our security 
processes and the implementation of action 
plans.

•  Department champions are trained on these 
issues and we continuously promote awareness of 
risks, highlighting how unsafe behaviour could be 
exploited by external threats.

•  Disaster recovery systems and facilities which are 
regularly tested.

•  Investment in security measures against 
unauthorised access to our systems and in 
software to help us monitor activity on our 
network.

•  Recognised cyber security certifications. 

•  Work with relevant external organisations to test the 
effectiveness of our resilience and security measures 
and review the maturity of our security systems and 
procedures.

•  We have updated our risk management process and 
practices to recognise the change in our risk profile in 
this area due to our additional reliance on IT systems 
during the Covid-19 pandemic.

Our financial performance and resilience are influenced by external macroeconomic factors. 
A significant rise in inflation and related increases in interest rates may also adversely affect the company’s 
financial performance. The actual increase in our input costs may be greater than the increase in our wholesale 
revenue which is indexed on November CPIH eroding profitability. 
Rising interest rates could lead to poorly performing equity markets that may result in a deficit of the pension 
schemes we operate.
Movement in interest rates can also result in an increase in our cost of debt. 
The UK and global economy have been significantly affected by the Covid-19 pandemic. This resulted in (i) 
increased levels of bad debt for both domestic and business customers and additional costs of supporting 
vulnerable domestic customers (e.g. significant increase in our social tariff take up during Covid-19), (ii) reduced 
liquidity and additional borrowing; (iii) increased ODI penalties due to external factors affecting our operations 
and performance, (iv) reduction in revenue from non-regulated business activities, new connections and 
contributions from development activities and (v) increase in contractors’ costs. Inflation is increasing as the 
economy moves out of the downturn.

6 SECURITY OF ASSETS, SYSTEMS AND DATA 7 MACROECONOMIC RISKS

Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

We maintain this risk as high due to the 
constant emergence of new threats and 
the risk of exploitation of vulnerabilities 
that may not have yet been fixed by 
software providers. There is additional 
reliance on IT systems during the Covid-19 
pandemic but our level of mitigation has 
been maintained.

Closely related risks  2 / 3 / 4 / 8 / 10

tu Link to key resources & relationships:  
Our assets and networks 
Our human and intellectual capital 
Our customers and communities 
Impact on outcomes:  
Reliable water supply  
Public trust  

¿H Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

Even with a successful vaccination campaign 
and progressive return to normal business 
activities, the economic situation in 2021/22 
remains unclear and it is likely that the 
effect of the downturn will continue to be 
felt especially on bad debt and affordability. 
The increase in inflation will also need to be 
monitored.

Closely related risks  2 / 11

tu Link to key resources & relationships:  
Financial return 
Our customers and communities 
Our suppliers and partners
Impact on outcomes:  
Shareholder value

¿M

The physical security of our assets and the resilience of our information technology infrastructure is essential to 
maintaining our service to the public and implement our business continuity plans. 
We must protect our sites and our water supply against accidental or deliberate security threats. We must 
protect ourselves from loss of systems, data and cyber-attacks and keep customers’ data up-to-date and safe. 
Our reliance on IT systems to manage the activities of our front line staff and to maintain our normal activities 
through home working has meant that the security and resilience of our IT systems has become even more 
important and the impact of any downtime could be greater than before the Covid-19 pandemic.
Failure to protect personal data may lead to fines, enforcement actions and legal actions and would cause 
reputational damage. Loss or corruption of data would result in disruption to the business and additional costs.
We must ensure compliance with the new requirements imposed by the General Data Protection Regulation as 
retained in the UK (UK GDPR) and the Network and Information Systems Regulations 2018.

Mitigation shown overleaf

OUR PRINCIPAL RISKS continued
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Mitigation

•  We manage our interest rate risk through our mix of 
long term financing arrangements, including fixed, 
variable and index linked interest rates. See note 22 
for further details.

•  Monitoring the impact of macroeconomic factors 
on our business and on our credit ratings including 
the long-term impact of Covid-19 on the UK 
economy.

•  Engagement with rating agencies to understand 
how they will interpret the position of water 
companies in the context of Covid-19.

•  Robust and challenging budgeting process to 
ensure costs are clearly identified and controlled 
during the financial year.

•  Effective debt collection processes and support to 
our most vulnerable customers with our social tariff, 
other financial assistance and a range of payment 
options.

•  Interest rates and inflation, which both have a 
significant impact on our finance costs, have remained 
low throughout the year. This together with the 
refinancing effected in the 2019/20 financial year has 
seen a fall in finance costs of £9.9 million. See note 8 for 
further details.

•  Effective processes for the collection of debt and steps 
to encourage payments through direct debits. We have 
maintained a good performance on collection of bad 
debt but keep the effectiveness of our recovery process 
under constant review. 

•  Social tariff and other similar tariffs to assist customers 
who may struggle to pay. New approach to customer 
engagement and new initiatives on affordability and 
vulnerability led by a dedicated team.

•  Long-term pension strategy which we are developing in 
consultation with the Pension Trustees to move towards 
insuring / securing a buy-out of the schemes.

Mitigation

Operational management

•  World Health Organization (WHO) water safety 
plan approach including risk assessments and 
management of all aspects of the water supply 
chain from catchment to customers’ taps.

•  Round the clock monitoring of our treatment 
works and distribution network and automated 
alert and shutdown systems at treatment works.

•  Extensive sampling of our water every day; 
analysed at our specialised laboratory audited 
and accredited by the UK’s national accreditation 
body UKAS.

•  Emergency plans and procedures (including under 
the Security and Emergency Measures Directions) 
for managing incidents, provide supplies to 
critical facilities and deploy alternatives supplies 
where necessary which are regularly tested and 
independently audited. See other mitigations in 
relation to risk.

•  Active management of catchments and partnerships to 
reduce the discharge of chemicals by third parties.

•  Programme of flushing, network management and 
investment in our treatment works to meet our targets 
on taste, odour and appearance of water.

•  Risk-based prioritisation process for the maintenance 
and replacement of our assets and investment in 
treatment works.

Audits and lessons learnt

•  Regular internal review of our processes and facilities 
and external audits by the Drinking Water Inspectorate. 

•  Sharing of lessons learnt with other companies which 
we use to update and improve our own practices and 
procedures.

7 MACROECONOMIC RISKS continued 8 WATER QUALITY INCIDENT

Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

While new metrics (Compliance Risks Index 
and Event Risk Index) and performance 
commitments apply in 2020 to 2025 our 
underlying performance remains stable. 

Closely related risks  2 / 5

tu Link to key resources & relationships:  
Fresh water and the environment 
Our assets and networks 
Our customers and communities
Impact on outcomes:  
Reliable water supply  
Public trust

¿M

Our core purpose and most essential duty is to provide a supply of safe and high quality drinking water. A water 
quality incident could lead to a failure to supply wholesome water with implications for public health. This would 
significantly harm customer trust.
We may not be able to operate certain water treatment facilities as normal if there is a significant deterioration 
in raw water quality, pollution by third parties or a failure of our own treatment process.
Water quality risks relate to our own water supplies and to bulk supplies of treated water we receive from other 
water companies.
Water quality events may lead to significant costs being incurred impacting our revenue and resulting in 
penalties for failing to meet relevant performance commitments.
This may also result in investigations and enforcement actions and potential prosecutions from the Drinking 
Water Inspectorate.

OUR PRINCIPAL RISKS continued
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We operate in a highly regulated environment and changes to the regulatory or legislative framework may 
have an adverse impact on the overall risk profile of the business, financial resilience and on our ability to fulfil 
our purpose in the long-term. Such changes may also reduce investors’ confidence and could affect our credit 
ratings. There will be increasing pressure on fresh water resources and additional requirements to ensure the 
sustainability of water abstraction.
Successive price reviews determine our ability to carry out the investment necessary to maintain an efficient 
and resilient water supply system and to prepare for the impact of population growth and climate change. There 
is a risk that the need for necessary investment may not be fully demonstrated or recognised by Ofwat at price 
reviews resulting in under-investment and/or delays in implementing solutions required to meet our long-term 
challenges. The focus on keeping water bills low in recent price determinations could if continued result in a 
situation where future generations are required to pay higher bills to allow for a higher level of investment over a 
shorter period of time, and possibly, a situation where the investment required to face an acceleration in climate 
change is not sustainable for future customers.
Market reforms such as the introduction of competition for water resources, demand management and leakage 
services, direct procurement, and the potential introduction of competition for household retail customers 
in the future and the evolution of the non-household retail and new connection markets create new risks of 
disruption to our business model and operations. There are implementation costs and risks in establishing new 
methods of working and processes. They could also create new business opportunities.
We are also exposed to risks arising from the general social and political environment such as the challenges to 
the ownership model of water companies and the scrutiny of the water and sewerage sector as a whole. Potential 
nationalisation would cause disruptions to our operations and affect our ability to maintain the investment 
required to meet our long-term service obligations. 
Wider political changes such as Brexit bring changes to our legislative environment, supply chain and the general 
economy to which we must adapt. With the approval of the Trade and Cooperation Agreement by the European 
Parliament on 1 May 2021 the risks relating to Brexit have receded. 

Mitigation

Stakeholders engagement Monitoring 

•  Work with the industry and stakeholders to 
anticipate the potential effects of policy proposals 
and to contribute actively to ensure that risks are 
identified and taken into account.

•  Engagement with customers and stakeholders to 
understand their expectations and perception of 
the company to align our culture, governance and 
strategy to the political and social environment in 
which we operate.

•  Responding critically and constructively to 
consultations on proposals from Ofwat and  
Government.

•  Keeping our commercial strategy and the structure 
of our business under review to be able to adapt to 
changes and to take advantage of new opportunities.

•  Monitoring the impact of new trade rules under the Brexit 
Trade and Cooperation Agreement on our supply chain 
and of any restrictions on access to the labour market.

•  Monitor the appeals to the Competition and Markets 
Authority by four companies in the sector against 
their final determinations and similar appeals in other 
sectors.

•  Reviewing and anticipating the potential impact of 
regulatory changes on our ability to secure finance at no 
less favourable terms.

9  ADVERSE POLICIES OR POLITICAL & SOCIAL ENVIRONMENT continued9  ADVERSE POLICIES OR POLITICAL & SOCIAL ENVIRONMENT

Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

The political uncertainty relating to 
nationalisation of the water industry and 
Brexit has reduced but monitoring on 
the impact of Brexit on our supply chain 
continues. Risks relating to development 
in markets have remained stable. The 
risk level could be affected by future 
regulatory decisions.

Closely related risks  5 / 1 / 10

q
q

Link to key resources & relationships:  
Our assets and networks 
Fresh water and the environment 
Financial return 
Our regulators
Impact on outcomes:  
Reliable water supply  
Public trust  
Responsible impact on the environment 

¿M

OUR PRINCIPAL RISKS continued
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Mitigation

•  Policies, processes and controls to ensure that we 
meet our duties and obligations. 

•  Subject matter experts available to advise 
colleagues and inform them of changes in 
requirements and recommend improvements to 
processes.

•  Register of obligations as a water undertaker and 
monitoring of compliance including annual review 
of compliance performance and processes with 
the relevant department. 

•  Awareness training provided through online 
mandatory training updated regularly for key 
compliance issues such as anti-bribery and data 
protection. 

•  Review of processes in response to changes to relevant 
market arrangements, rules and guidance.

•  Monitoring of performance against market metrics and 
implementation of improvement action plan.

•  Annual update to the audit and risk committee on 
anti-bribery and controls against fraud and annual 
update to the board on compliance with modern slavery 
legislation.

•  Externally assured reporting processes and internal 
process for mitigating risks of incorrect reporting 
(company monitoring framework). 

Mitigation

•  Continuous monitoring and regular reporting 
to our board on compliance with our financial 
covenants and on our credit rating.

•  Completed a refinancing of a significant part of our 
debt in 2019 which allowed us to reduce gearing.

•  Maintained our investment grade ratings of BBB/
Baa2 in 2020/2021.

•  Maintained compliance with our financial covenants.

•  Regular engagement with credit rating agencies to 
understand their approach including to Covid-19 
when assessing water companies’ credit ratings.

•  Available borrowing facilities totalling £148 
million, renewable in June 2022, allowing additional 
drawdowns for the prudent management of 
liquidity in the context of Covid-19. 

•  Adoption of a STID proposal addressing the potential 
consequences of Covid-19 on compliance with our 
financial covenants to improve our financial resilience, in 
particular preserving the ability to draw down additional 
debt even under certain trigger event scenarios.

•  Monitoring markets and the impact of Covid-19 as  
we plan and prepare for further refinancing in 2025  
and 2029.

•  Our sustainability Finance Framework helping secure 
access to long term financing.

•  Robust and comprehensive financeability testing for 
our business plan, corporate plan and annual budget and 
corporate plan updates, and for our long-term viability 
statement.

10  REGULATORY, ENVIRONMENTAL AND LEGAL COMPLIANCE 11 FINANCIAL RESILIENCE

Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

Controls remain effective and there is no  
change to the status of this risk. The 
transition to a new external assurance 
partner in 2021 provides an opportunity  
to review our reporting processes.

Closely related risks  6 / 9 / 13

tu Link to key resources & relationships:  
Our human and intellectual capital 
Our people and culture 
Our regulators
Impact on outcomes:  
Public trust 
Responsible impact on the environment 

¿M

Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

Increase in risk exposure deriving from the  
PR19 final determination and the impact 
of in-period penalties and the impact of 
Covid-19 on costs and revenue increased 
the financeability challenges in the 
previous year but the outlook remains 
stable.

Closely related risks  2 / 5 / 9 / 7

tu Link to key resources & relationships:  
Financial return 
Our regulators
Impact on outcomes:  
Reliable water supply 
Shareholder value

¿M

Our business operates within a specific legislative and regulatory framework and many of our activities 
have an impact on the environment. Our three main regulators Ofwat, the Drinking Water Inspectorate 
and the Environment Agency set standards and monitor our compliance. Failure to ensure compliance with 
environmental, regulatory and other legal requirements may lead to criminal and civil liability, regulatory 
enforcement actions, disruption to the business and loss of management time. We need to keep pace with 
changes to these obligations as failure to do so could also lead to non-compliance.
Material failure to comply with our licence obligations and other duties of a water undertaker may result in an 
enforcement order, a fine up to 10 per cent of appointed turnover or termination of our appointment or special 
administration.
We could face enforcement action if we do not demonstrate compliance with the new market arrangements and 
must also ensure continued compliance with competition law as the environment in which we operate evolves. 
Failure to comply with our obligations would also affect the perception of South East Water by customers, 
regulators and other stakeholders and affect the trust they have placed in us as a provider of an essential  
public service.

We have a significant ongoing funding requirement relating to our operational costs, capital programme and to 
refinance maturing debt. Maintaining the financial resilience of the business is required to ensure that we meet 
relevant conditions in our finance documents and our licence and are able to access financing.
We must maintain key ratios to comply with covenants in our agreements with debt providers and relevant credit 
rating agencies ratios. Failure to do this could lead to events of default and liquidity risks due to the trigger of 
restrictions on further borrowing or reduction of our credit rating that would affect liquidity.
We must also maintain an investment grade credit rating. Failure to do this would result in cash lock up under our 
licence restricting our ability to pay dividends or in an event of default under our finance documents. It would 
also impact our ability to raise funds on favourable terms.
The PR19 final determination has created significant financeability challenges due to a very low cost of capital 
and the risk of significant in-period ODI penalties.

OUR PRINCIPAL RISKS continued
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Mitigation

•  Comprehensive processes including policies, 
standard operating procedures, risk assessments 
and toolbox talks involving our employees, 
partners and contractors to identify risks 
to employees and the public and adopt safe 
practices.

•  Continuous actions on training and awareness 
to ensure that our employees and those of our 
contractors always adopt safe practices.

•  Our Thrive 365! safety strategy designed 
to support the company vision and provide 
clear direction and a road map for continuous 
improvement of our health, safety and wellbeing 
performance.

•  Our mental health strategy.

•  Significant changes to the way our business operates 
during the Covid-19 pandemic and lockdown to protect 
our workforce and the public. 

•  Continuously reviewing and adapting our working 
practices to ensure we maintain the safety and 
wellbeing of our workforce as required by the evolution 
of the Covid-19 pandemic and in line with Government 
recommendations.

•  Directors review health and safety performance at each 
board meeting and regular review at executive meeting.

•  Health & Safety committee monitoring the 
effectiveness of health and safety practices, policies, 
procedures, training and communication.

Mitigation

•  Successful apprenticeship scheme in operations 
and the “Steps to Leadership” programme 
developing managers over four levels.

•  Extensively communicated our values and 
objectives with employees to ensure their 
support and their involvement in cultural changes 
required to deliver the next step of performance 
improvements.

•  Our people plan which sets out our strategy for 
the next five years including strategy on diversity, 
talent management, succession planning and 
gender pay gap.

•  Embedding our purpose and values into our day to 
day activities throughout the next five years.

•  Regular engagement through our Staff Council, pulse 
survey and bi-annual staff surveys followed by action 
plans shared and implemented with the support of staff.

•  Our Speak Up (whistleblowing) Policy allowing 
colleagues to raise concerns to be investigated as 
appropriate.

•  Our response to Covid-19 guided by two priorities: 
the need to maintain the water supply and the need 
to protect and support our employees. Our workforce 
has allowed us to adapt and to continue to provide our 
service and we have been consulting with them about 
the lessons we can learn from this and how our methods 
of working may evolve in the future.

12 HEALTH SAFETY AND WELLBEING 13 PEOPLE AND CULTURE

Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

There has been an increase in underlying  
risks to health and safety directly related 
to contracting Covid-19 and constraints on 
carrying out normal safety audit activities. 
However, existing controls remain strong 
and specific measures put in place in 
relation to Covid-19 have been effective as 
demonstrated by the low level of absences.

Closely related risks  2 / 3

tu Link to key resources & relationships:  
Our human and intellectual capital 
Our people and culture 
Our suppliers and partners
Impact on outcomes:  
Job opportunities and development 

 

¿M

Risk Trend Link to business model

Related 
strategic 
themes

Potential 
exposure

The risk status remains stable but we are  
aware that we need to manage the 
transition post lockdown and implement 
appropriate flexible working arrangement 
whilst maintaining the cohesiveness of our 
organisation. 

Closely related risks  2 / 12

tu Link to key resources & relationships:  
Our human and intellectual capital 
Our people and culture 
Our customers and communities
Impact on outcomes:  
Job opportunities and development 
Public trust

 
¿L

Our activities and assets present risks to the health and safety of our employees, contractors and the public.  
We must maintain the safety of our workforce during normal operations and when dealing with emergencies.
Failure to prevent accidents could have tragic implications for individuals and their families. There are severe  
criminal sanctions and civil sanctions for failing to have appropriate safety measures and failure to meet health  
and safety standards.

Our business operates across the entire value chain within a highly regulated and technical environment.  
We need employees with a wide range of skills and disciplines and we rely on their technical and business 
knowledge. We need to attract and develop employees and manage performance and talent to achieve our 
business objectives. 
A shortage of skills in some technical disciplines may make it more difficult to recruit and meet our 
requirements. We must also retain our business know-how which presents a challenge in operational areas 
where our workforce is more mature and business knowledge was sometimes acquired over many years in the 
field. We also rely on key individuals who have acquired a detailed technical and company knowledge and we 
must manage succession planning to avoid disruption to the business.
As the expectation of customers, stakeholders and employees change we need to promote a culture that meets 
those aspirations.

OUR PRINCIPAL RISKS continued



OUR CORPORATE GOVERNANCE IS INTEGRAL TO HOW WE RUN OUR BUSINESS
The board defines the strategic direction and business model

OUR BUSINESS MODEL AND STRATEGY

INTEGRATED 
THINKING

The board approves 
policies and planning 
to deliver our strategy
Integrated thinking 
is how our board and 
committees, executive 
team, management 
and all our employees 
deliver our services 
and commitments to 
fulfil our purpose in 
line with our culture

•  Our resilience 
actions plan

•  Our vulnerability 
strategy and 
customer initiatives

•  Our engagement 
strategy

•  Our responsible 
business 
commitments 

•  Our plans etc.
Impact on 

society, the 
environment 

and the 
economy 

Consistency 
with our 

purpose and 
between our 

actions

CORE REQUIREMENTS ARE 
INTEGRATED INTO OUR 
GOVERNANCE
•  UK Corporate Governance Code
•  BLTG principles
•  Directors duties (s172)
•  Conditions of our Licence
•  Reporting requirements 
•  Best practice guidance etc.

OUR CORPORATE GOVERNANCE FRAMEWORK GUIDES  
OUR DECISIONS AND COMMITMENTS
The board defines our purpose, strategy and values and 
promotes a purposeful and stakeholder inclusive culture.

OUR PURPOSE
•  Embedded in our constitution, code and board structure
•  Our directors’ duty to balance the interests of all 

stakeholders

OUR CULTURE
•  A culture of ethics and 

public service values
•  A stakeholder inclusive 

culture 

OUR PRINCIPLES & 
RULES OF GOVERNANCE
•  Our corporate governance 

code and board structure
• Our code of ethics
• Our management of risks
•  Our reporting and  

assurance

Use of and 
impact on  

the IIRC* six  
capitals

Engaging & 
collaborating 

with 
stakeholders

Fair balance  
of interests

Contributing  
to the 

sustainable 
development 

goals

OUR REPORTING IS OPEN, 
ACCOUNTABLE AND  
GENERATES TRUST
The board ensures accountability 
for performance
 Integrated reporting
•  We adopt an integrated  

reporting approach
•  Our reporting addresses 

accountability as well as 
performance

OUR PERFORMANCE IS 
INTERNALLY AND EXTERNALLY 
VALIDATED AND CREDIBLE
The board oversees and monitors 
performance

•  Board and committees oversight
•  External assurance
•  External benchmark (GRESB)
•  Company monitoring framework
•  Stakeholders & employees  

feedback (CCG, EFG)

OUR INVESTORS STEWARDSHIP 
AND RESPONSIBLE INVESTMENT 
FRAMEWORKS

EXTERNAL INITIATIVES 
INFLUENCE OUR GOVERNANCE
•  Sustainable development goals
•  International integrated reporting
•    Public interest commitments
•  Stakeholders publications  

and guidance
•  Benchmarks on social and 

environmental impact
•  Examples of best practice etc.

EXTERNAL ENVIRONMENT 
AND TRENDS

• Customers’ expectations
• Environmental protection
• Climate change
•  Social contract and licence  

to operate
• Markets development
•  Regulatory and political  

changes etc.

*International integrated reporting council
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OUR BUSINESS STRATEGY

“CUSTOMER SATISFACTION RESPONSIBLY DELIVERED”
Planning for water is a long term business, our purpose makes it clear the role we have at South East Water.  
Our business strategy is how we fulfil our purpose, carry out our business and manage our risk. 

A GOVERNANCE FRAMEWORK TO FULFIL OUR PURPOSE AND PROMOTE LONG-TERM SUCCESS
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OUR BUSINESS STRATEGY

OUR 2020 TO 2025 PLAN
We have put customer satisfaction, responsibly 
delivered as the central theme of our business plan 
for 2020 to 2025. The plan ensures we take account 
of all our other legal and financial obligations, which 
has meant we have a clear direction of travel; one 
which we believe is better signposted as a result of 
our innovative and holistic approach to measuring 
our future performance through outcomes. 

To develop our 2020 to 2025 plan we consulted with 
more than 10,000 people with an interest in our 
business, from customers and employees, through to 
community leaders and investors, to ensure we had 
developed a strategy that met their expectations 
and where possible went further.

Their feedback helped us to develop our five-year 
business plan and to develop our corporate plan. 

  
Read more online at 
southeastwater.co.uk/businessplan2020

Customer satisfaction remains a core theme of our 
2020 to 2025 plan. We have taken this further and 
developed a wide range of responsible business 
measures and targets. We believe our plan is the right 
one for our customers and society, now and in the 
future. We are driven by the same values of trust as our 
customers. We are a business made up of dedicated 
water people who want to make a difference – to 
customers, communities, the environment and society 
– so that everyone and everything thrives as a result of 
what we collectively do. 

We are immensely proud of being a local water 
company with a passion for sharing our ‘Pure know 
h2ow’ – and we have used our customers’ desire 
to know more about their water supply service 
to develop our ‘resilient customer’ concept. 
The priorities we have developed aim to exceed 
customers’ expectations for us to ensure health and 
wellbeing through a quality, reliable water service, 
and improving the environment to secure a resilient 
service for the future. 

They also include commitments to ensure we are 
supporting all our customers, including those who 
are vulnerable.

THE RESULT IS A PLAN WHICH: 

•   remains built around customer satisfaction, 
but which has improved from measuring 
average satisfaction across seven service 
elements to measuring satisfaction by 
attitudinal segments so we meet the 
expectations of all our customers – 
whatever their needs or circumstances 

•   strengthens the link between satisfaction 
and resilience by making customers part 
of the solution by giving them targeted 
information, and as such, greater control 
over their water use. We have used recent 
supply challenges in 2018 – such as the 
freeze/thaw and heatwave events – to 
develop this further through our resilient 
customer concept 

•   has a focused innovation strategy which  
targets our customers’ and stakeholders’  
priorities; and where we can make the most  
difference to lead the industry, not least  
using our toolboxes to deliver greater  
customer satisfaction 

•   has 10 new responsible business  
commitments to reflect the actions and  
behaviours that customers expect a  
responsible business to display; and, in  
conjunction with great service, have the  
potential to create a step-change in trust  
of the water sector 

•   challenges us to deliver performance levels 
well beyond anything we have delivered 
before and new ones too, such as our 
performance commitments relating to 
vulnerable customers, the environment and 
customer satisfaction 

•   commits to all this at a price that is lower 
than today (before inflation), the challenge 
of doing more for less should not be 
underestimated. We have included 38 new 
performance commitments in our plan

Our ambition to do more for less is what this plan is 
built upon and is what drives us to set a new tone of 
trust and transparency in the water sector.

The plan ensures we 
take account of all our 
other legal and financial 
obligations, which has 
meant we have a clear 
direction of travel

“

https://southeastwater.co.uk/businessplan2020
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OUR BUSINESS STRATEGY continued

WATER RESOURCES FOR THE FUTURE
Every five years we update our water resources 
management plan (WRMP) which looks at how we will 
keep taps running while striking that delicate balance 
between protecting the environment and keeping 
bills affordable. 

Historically these plans looked 25 years into the 
future, but because the south east faces a number 
of unique challenges, as detailed on page 28, in our 
latest plan, published in August 2019 we’ve looked 
forward 60 years to 2080. By doing this we can make 
sure the work we do now lays the best foundations 
for future generations.

Over the next 60 years the population in our supply 
area is set to increase by 49 per cent to 3.29 million. 
To ensure all existing and new customers continue 
to receive a reliable tap water supply we need to 
increase the amount of water available by an extra 
221 million litres a day by 2080. 

Our latest plan makes the water we already have 
go further – by reducing leaks on our pipes and 
developing water efficiency programmes. Although 
this will help, these measures alone won’t be enough 
to meet the predicted shortfall in water. 

OUR PLANS FOR 2020 TO 2045 INCLUDE: 

•   encouraging greater water efficiency 
amongst our customers, working with 
our customers to reduce per capita 
consumption from 148 l/h/d to 90 l/h/d by 
2080, helping to save an additional 151.6 
million litres of water a day

•   halving the level of leakage from current 
levels by 2050, saving an additional 42.7 
million litres of water a day

•   construction of a new water treatment 
works by 2025 at the former Aylesford 
Newsprint site via a new licence trade 
arrangement. This will provide an additional 
18.2 million litres of water a day

•   developing and improving an existing water 
treatment works at Bewl Water in Kent by 
2045, providing eight million litres of water 
a day

•   creating a new reservoir at Broad Oak, Kent 
by 2033 to provide 19.6 million litres of 
water a day

•   building a new reservoir adjacent to our 
existing Arlington Reservoir, East Sussex, 
by 2035 to provide 16.1 million litres of 
water a day

•   developing a regional water transfer 
scheme from SES Water to provide nine 
million litres of water a day by 2042

•   improving the levels of connectivity and 
resilience within our water supply network 
system to meet demand and manage 
extreme events 

By planning so far in advance we can find the most 
sustainable long term options to meet the demands 
of both our existing and our anticipated new 
customers. Our planning supports the ‘twin track’ 
approach to ensure that we adopt the best options 
to manage both customer demand for water and 
the development of the most sustainable sources  
of supply.

We asked for customers’ views while we developed 
our plans and thank everyone who took part in the 
consultation process. In particular we are grateful to 
the members of our Environmental Scrutiny Group 
who challenged our approach and helped ensure we 
developed an acceptable, resilient and innovative plan. 

Collaborative regional water resources planning is 
a long established and integral part of how our own 
water resources management plans are prepared. 
Since 1997 South East Water, along with the other 
five south east of England water companies has 
prepared regional plans as the Water Resources in 
the South East (WRSE) group. This collaboration 
ensures each individual company plan is integrated 
with regional solutions, to provide the most cost 
effective and resilient plans for both customers and 
the environment.

The latest water resource management guidelines 
prepared by Government seek to expand and build on 
the regional approach adopted by the WRSE group, 
by creating an additional four regional groups to 
cover the whole of England and Wales, supported by 
a national framework to help deliver consistency and 
co-ordination up to national level. 

South East Water continues to play an active and 
vocal role in the work of the WRSE group and national 
work, to ensure our own company water resources 
management plan remains coherent with those 
plans. The regional plan will be published in 2022 and 
you can find out more at 

 wrse.uk.engagementhq.com

25 YEAR ENVIRONMENT PLAN
We are the first water company to develop a 
dedicated 25 year environment plan.

Due to be published to coincide with the COP26 
climate change conference in November 2021, our 
25 year environment plan is being co-created with a 
range of stakeholders.

We know that making lasting change to the 
environment takes time and that no one organisation 
can do this alone. We need a long-term environmental 
strategy to provide a framework for the entire 
company, to protect and enhance the environmental 
resilience of our supply area, short and long term.

This will exceed our statutory obligations and 
planning cycles, such as the Water Industry 
National Environment Programme, water resources 
management plan and dry weather plan. We 
recognise an important part of this is making sure 
that we consider wider environmental impacts from 
our own operations. To do this, we need to do all we 
can to create and maintain a resilient environment.

In early June, more than 30 individuals representing 
different interested groups took part in two 
‘sprint’ sessions to inform what they feel are our 
biggest challenges and external influences on the 
environment are, as well as outlining the key strategic 
themes which must feature in our strategy.

Industries represented included:

•   environmental non-governmental organisations

•   local and national government representatives 
(including a National Park and highways authority)

•   large land owners, housing developers and 
industrial water users

•   universities and other independent expert groups

•   representatives for other groups such as farmers 
and growers and recreational water users

Workshops with our employees and customers will 
follow, in order to create a roadmap which delivers the 
very best outcomes for the environment as a whole.

For more information through the year and to sign up 
for our environment newsletter visit

 corporate.southeastwater.co.uk/25yp

OUR OBJECTIVES 
We use performance commitments to measure our 
progress towards achieving our strategy. You can 
find out more on the following pages of our business 
performance, but also within the annual performance 
report (page 249). Read more online at

 performance.southeastwater.co.uk

https://wrse.uk.engagementhq.com
https://corporate.southeastwater.co.uk/25yp
https://performance.southeastwater.co.uk
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DELIVERING OUR STRATEGY TO FULFIL 
OUR PURPOSE

fairly and 
responsibly...

We can help to address social issues such as 
affordability and vulnerability.

It is important we find the right balance between 
different interests so everyone has access to the water 
services they need. 

Responsible business commitment Our commitment to our customers

We are developing partnership working so we can 
be closer to the community we serve.

•   We created an affordability forum to bring 
experts together to support financially 
vulnerable customers

•   More than 60 organisations attended our 
vulnerability stakeholder event - held online in 
November 2020

Our Priority Services Register is there so we 
can understand the best way to serve all our 
customers.

PRIORITY SERVICES REGISTER 

29,210 
Total household customers signed up

If you need 
financial support 
get in touch

BSI accreditation 
BS 18477 
demonstrates 
our commitment 
to accessible 
services

Our Customer Care Advisors 
help make sure we are offering 
all the services we can.
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BUSINESS PERFORMANCE 

OPERATIONAL PERFORMANCE
The water regulator, Ofwat, has set out a group of ‘common’ performance measures that it wants all water 
companies to report against. In addition to these performance measures, we have developed an additional 
group of performance indicators through asking our customers what they feel we should target. While it is 
important to remember that no measure can ever capture everything, these metrics reflect the most important 
aspects of the service that we provide. If we can perform well against these targets, we will be providing a good 
service to all our customers, both current and future. We are always mindful that, as well as being providers of 
an essential service, we are also the custodians of a public asset (the water infrastructure).

These targets are referred to as ‘performance commitments’ (PCs). 

The following table sets out what these measures are and why they are important.

PERFORMANCE MEASURES
All the measures in the first table have financial incentives attached to them (also known as Outcome Delivery 
incentives or ODIs)

OPERATIONAL PERFORMANCE continued

Measure Purpose

Supply interruptions We aim to provide clean, safe water to 2.2 million customers, 24 hours, 365 days of the 
year. This measure captures the rare occasions on which supplies are interrupted. Our 
objective is to minimise these interruptions.

Mains repairs The number of repairs which we have to carry out on the network is an indicator of the 
general health of the network, and this measure should be understood as a measure to 
ensure that the health of the network is being maintained. If we keep below our target 
(based on number of bursts per 1,000km of main), it shows that the network is being 
kept in a good condition for future generations.

CRI The CRI is a measure of water quality compliance. The perfect score is a 0, and our 
objective is to keep this as low as possible. It should be noted that in addition to 
this measure there is a very strict legal framework, which includes the potential for 
prosecution if water is supplied that threatens human health.

Unplanned outage This measures the frequency with which above ground assets (mostly treatment works 
and pumps) are out of action. This is also an ‘asset health’ measure. Keeping this low 
indicates that these assets are being kept in good health for future generations.

PCC This is a measure of the amount of water consumed by each person in our supply area 
(Per Capita Consumption). If we do a good job helping customers to consume water more 
efficiently we will reduce the amount consumed and do well on this measure.

Leakage All water networks have distribution losses. We can minimise leakage by keeping the 
network in a good condition, by fixing leaks quickly when obvious leaks occur; and by 
having effective systems and processes to identify and repair the many smaller leaks 
that are not immediately identifiable.

C-MeX This is a comparative measure of customer experience performance designed by Ofwat. 
It is based on sample surveys, where a third party specialist company contacts a sample 
of customers and asks them about their experience of our service.

Measure Purpose

D-MeX This is a comparative measure of customer experience performance designed by Ofwat, 
which targets developer services customers. Developer services are about connecting 
newly built properties to our network. It is based on sample surveys, where a third party 
specialist company contacts housing developers who are using our connections service 
and asks them about their experience of our service.

AIM The Abstraction Incentive Mechanism is a compound measure that measures how much 
water we extract during times of water shortage. This is designed to give us an incentive 
not to extract raw water from the environment in a way that might lead to low flows in 
rivers and streams.

Appearance of water This is a measure of how many contacts we get from customers to tell us that there 
is an issue with the appearance of their water (discolouration). These incidents do not 
represent a threat to human health.

Taste and odour of 
water

This is a measure of how many contacts we get from customers to tell us that there is an 
issue with the taste or odour of their water. These incidents do not represent a threat to 
human health.

Properties at risk of  
low pressure

This is a measure of how many properties on our network are at risk of receiving low 
pressure during times of high demand. Usually such properties are at the end of the 
network or at the top of a hill.

Household voids This is a measure of how many properties are empty. If a high number of properties 
are empty, then other customers have to pay more to compensate. This measure 
incentivises us to keep that number to a minimum by keeping accurate records. A small 
number of properties are genuinely empty.

Non-household voids This is a measure of how many business and commercial properties are empty. If a high 
number of properties are empty, then other customers have to pay more to compensate. 
This measure incentivises us to keep that number to a minimum by keeping accurate 
records. There is always a proportion of commercial property that is empty, but this has 
increased during the Covid-19 crisis and we are suggesting to Ofwat that this measure 
should be adjusted to compensate.

WINEP The Water Industry National Environment Programme is a series of projects designed to 
protect and enhance the natural environment. This measures whether or not we deliver 
those projects on time.

Engaging and working 
with land owners

This measure is designed to protect our raw water resources. By working with land 
owners we seek to prevent raw water from being contaminated with chemicals which 
would require costly and environmentally inefficient treatment. This is known as 
‘catchment management’ and the incentive is based on the hectarage of land that we 
applied catchment management policies to.

Protecting wildlife and 
increasing biodiversity

This measures the hectarage of land which we proactively manage and monitor in order 
to produce gains in biodiversity through our conservation work.

Sites protected from 
flooding

This measures the number of sites that the company has protected against a one in 
1,000 flood risk. Although customers will not notice any effect of this work immediately, 
its completion will mean that customers are receiving a much more resilient service.
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BUSINESS PERFORMANCE continued

OPERATIONAL PERFORMANCE continued

The rest of the Performance Commitments do not have ODIs attached to them. For ease of reference, they are 
grouped into three separate tables below.

CUSTOMER SATISFACTION MEASURES
We have seven measures of customer satisfaction. They are designed to remind us that what we really want to 
achieve is customer satisfaction, not just good service levels and metric performance. 

If the metrics are well chosen, then they will automatically achieve customer satisfaction as they will measure 
the things that customers care about. However, this is not automatic, especially in a rapidly changing world in 
which these performance metrics are only changed once every five years. We therefore think there is value in 
measuring customer satisfaction directly.

MEASURES RELATING TO VULNERABLE CUSTOMERS
As a company which operates a natural monopoly we have an unusual public service responsibility to make sure 
that we take care of vulnerable, or potentially vulnerable, customers within our customer base. The following 
measures are designed to measure how effectively we do that:

MEASURES RELATING TO VULNERABLE CUSTOMERS continued

OTHER PERFORMANCE MEASURES

Measure Purpose

Customer satisfaction 
by segment (measures)

This measure is divided into six customer segments. The purpose of these different 
segments is to remind us that water customers are not all the same. Different people have 
different needs and priorities. This measure therefore identifies the satisfaction levels of 
six different groups based on research of our customer base: ‘mindful optimists’; ‘global 
advocates’; ‘Just me and mine’; ‘careful neighbours’; ‘busy juggler’; and ‘living for today’.

Value for money This is a measure of customers satisfaction measured via a survey.

Measure Purpose

Satisfaction of 
household customers 
who are experiencing 
payment difficulties

This measure targets a specific group. It measures (via a customer survey) the satisfaction 
levels of customers who are finding it hard to pay their bills. This is a group of vulnerable, 
or potentially vulnerable people and we need to interact with them with particular care 
and empathy.

Satisfaction of 
household customers 
who are receiving, 
or applying for, non-
financial support

This is another measure that is designed to make sure that we pay particular attention 
to a group of potentially vulnerable customers. In this case, customers who are on, or 
applying to be on our Priority Services Register. Customers can be on this register for 
a variety of reasons such as age, health, or disability. Such customers can be prioritised 
for additional support in certain circumstances, such as the delivery of bottled water to 
their homes in the case of an interruption.

Satisfaction of 
household customers 
on our vulnerability 
schemes during a 
supply interruption

This measure is another survey measured metric which specifically measures the 
satisfaction of customers on the Priority Services Register with the services that they 
receive during a supply interruption. This is designed to measure how well we protect 
this vulnerable group during supply interruptions.

Household customers 
receiving financial 
support

This is a measure of the number of customers that are receiving financial support in 
the form of bill control or bill reductions. Such reductions are offered to vulnerable 
customers and this measure tracks our performance in ensuring that these customers 
are supported.

Measure Purpose

Gap sites Gap sites are properties that exist, but are not included in our billing system. Such 
properties receive free water at the expense of other customers. This metric incentivises 
us to find those properties and add them to our system.

Risk of severe 
restrictions in a 
drought

This is a measure of the percentage of our customers who are exposed to the risk of 
severe restrictions during a drought period. Severe restrictions means discontinuity in 
supply, not just hosepipe restrictions. Our target is 0 per cent.

ERI (Event Risk Index) This is a composite measure produced by the Drinking Water Inspectorate (DWI). It 
measures the risk to customers of water quality events and incentivises us to reduce the 
risk of such events.

Delivery of water 
industry environment 
programme 
requirements

This is a simple measure of whether we have ‘met’ or ‘not met’ all of these requirements.

Greenhouse gas 
emissions

This measure commits us to achieving a 68 per cent reduction in greenhouse gas 
emissions by 2025. We have a further commitment to achieve net zero emissions by 
2030. This will reduce and then eliminate the carbon footprint of our operations.

Engaging and working 
with abstractors to 
improve catchment 
resilience to low flows

This metric encourages us to engage with other abstractors of water (mostly farmers) 
to help them find ways to reduce their water use and to thereby help avoid low flows in 
the environment. This specifically measures the percentage of a target list that we have 
engaged with. The target list is produced in conjunction with the Environment Agency.

Measure Purpose

Satisfaction of 
stakeholders in relation 
to assistance offered

This is a measure (based on surveys) of the satisfaction of vulnerable customers and 
their representatives.

Priority Services for 
customers in vulnerable 
circumstances – Reach

This is a measure of the percentage of overall households which appear on our Priority 
Services Register. Vulnerable customers can be hard to identify and this metric 
measures our effectiveness at reaching out to them.

Priority Services for 
customers in vulnerable 
circumstances – 
Attempted contact and 
actual contact

This measures the percentage of customers on our Priority Services Register that we 
have attempted to contact over a two year period. This is a measure of how effective 
our proactive contact with these customers is. The actual contact part of the metric 
measures how many of those customers we have actually made contact with.
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OTHER PERFORMANCE MEASURES continued
Customers can also visit the website discoverwater.co.uk which gives everyone access to comparative information 
on the performance of water companies. We believe this is an important tool which enables customers and 
stakeholders, in particular our Customer Challenge Group, to compare the progress against our targets with 
other water companies to ensure we are striving for continuous improvement and stretching ourselves to provide 
the best possible service. 

The following table shows all of our Performance Commitments, the targets for 2020/21 and the incentives or 
penalties earned. Overall, there is a net penalty of £5.8 million (total of ODIs net penalty), which will mostly be 
returned to customers in the form of bill reductions in the 2022/23 year.

The exception to this is the PCC penalty of £1.2 million, which will be reviewed at the next price review by 
Ofwat. The Covid-19 crisis has led to increased domestic consumption as people have tended to work from 
home rather than their offices, and therefore increased the consumption of water in their homes. Ofwat may 
review whether or not it is right to impose all or part of this penalty on us. We have proposed to Ofwat that the 
‘non-household voids’ (i.e. the number of empty business properties) has also been significantly affected by 
Covid-19 and lockdowns, and should therefore also be deferred for consideration at PR24.

For further information on all of our outcomes and targets please refer to our performance, people and planet 
report at performance.southeastwater.co.uk and the annual performance report on page 300.

Performance Commitment Unit
Target in 
2020/21

Actual  
performance  

in 2020/21
Penalty or  

Reward (£m)

Leakage % reduction 0.2 1.2 0.303

Mains repairs Per 1,000 km of main 173.9 185.3 (0.798)

CRI Score 0 2.26 (0.135)

Unplanned outage % 4.23 3.09 0.000

PCC % reduction 1.1 -5.1 (1.224)

Supply interruptions Min : Sec 06:30 31:27 (3.088)

C-MeX Score out of 100 N/A 80.70 TBC

D-MeX Score out of 100 N/A TBC TBC

AIM Ml/d 0 -39 0.000

Appearance of water Per 10,000 population 1.09 1.00 0.085

Taste and odour of water Per 10,000 population 0.42 0.34 0.064

Properties at risk of low pressure Per 10,000 connections 0.5 0.4 0.008

Household voids % 2.1 2.33 (0.196)

Non-household voids % 8.1 10.60 (0.838)

WINEP Schemes 0 9 0.000

Engaging and working with land owners Hectares 2,843 2,858 N/A

Protecting wildlife and increasing biodiversity Hectares 1,166 1,172 N/A

Sites protected from flooding Number of sites 0 4 N/A

Performance Commitment Unit
Target in 
2020/21

Actual  
performance  

in 2020/21
Penalty or  

Reward (£m)

Customer satisfaction by segment)  
- ‘mindful optimists’

 
Score out of 5

 
4.2

 
4.1

 
N/A

Customer satisfaction by segment)  
- ‘global advocates’

 
Score out of 5

 
4.4

 
4.2

 
N/A

Customer satisfaction by segment)  
- ‘Just me and mine’

 
Score out of 5

 
4.3

 
4.1

 
N/A

Customer satisfaction by segment)  
- ‘careful neighbours’

 
Score out of 5

 
4.3

 
4.3

 
N/A

Customer satisfaction by segment)  
- ‘busy juggler’

 
Score out of 5

 
4.4

 
4.3

 
N/A

Customer satisfaction by segment)  
- ‘living for today’

 
Score out of 5

 
4.3

 
4.0

 
N/A

Value for money Score out of 5 3.7 3.7 N/A

Satisfaction of household customers who are 
experiencing payment difficulties

 
Score out of 5

 
4.2

 
4.3

 
N/A

Satisfaction of household customers who are 
receiving, or applying for, non-financial support

 
Score out of 5

 
4.1

 
4.3

 
N/A

Satisfaction of household customers on our 
vulnerability schemes during a supply interruption

 
Score out of 5

 
3.7

 
3.7

 
N/A

Household customers receiving financial support Number 47,000 42,628 N/A

Satisfaction of stakeholders in relation to 
assistance offered

 
Score out of 5

 
3.6

 
3.7

 
N/A

Priority Services for customers in vulnerable 
circumstances – Reach

 
%

 
3.2

 
3.3

 
N/A

Priority Services for customers in vulnerable 
circumstances – Actual Contact

 
%

 
17.5

 
59.2

 
N/A

Priority Services for customers in vulnerable 
circumstances – Attempted Contact

 
%

 
45.0

 
77

 
N/A

Gap sites Number of sites 25 47 N/A

Risk of severe restrictions in a drought % 0 0 N/A

ERI (Event Risk Index) Score 0 67.4 N/A

Delivery of water industry environment 
programme requirements

 
Met / Not Met

 
Met

 
Met

 
N/A

Greenhouse gas emissions kgCO2e/Ml 152.3 192

Engaging and working with abstractors to 
improve catchment resilience to low flows

 
%

 
0

 
0

 
N/A

BUSINESS PERFORMANCE continued

https://discoverwater.co.uk
https://performance.southeastwater.co.uk
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GROUP STRUCTURE AND FINANCING

GROUP STRUCTURE 
South East Water Limited is the main operating 
company in the group of companies headed by 
HDF (UK) Holdings Limited (“HDF”). There are two 
intermediate holding companies between South  
East Water and HDF: South East Water (Holdings) 
Limited and Hastings Water (UK) Limited, both of 
which, together with HDF, are registered and resident in  
the UK. 

The ultimate owners of HDF are Utilities of Australia 
Pty Ltd (as Trustee of Utilities Trust of Australia), 
NatWest Pension Trustee Ltd as trustee for the 
NatWest Group Pension Fund (Main Fund Section) 
and three entities of the Desjardins cooperative 
financial group based in Quebec (Régime de Rentes 
du Mouvement Desjardins, Desjardins Financial 
Security Life Assurance Company and Certas Home 
and Auto Insurance Company). 

GROUP OF COMPANIES
Recent debt financing through South East Water 
Limited. Historical debt financing of South East 
Water has been arranged through our only subsidiary, 
South East Water (Finance) Limited. South East 
Water (Finance) Limited is a company registered in 
the Cayman Islands but does not gain any tax benefit 
from this as the company is resident for tax purposes 
in the UK. South East Water also has some existing 
directly issued debt finance which originated in Mid 
Kent Water Limited prior to the two companies 
merging. There is further debt finance in the group 
which is a mixture of both external and shareholder 
loans and this debt is issued by a separate group 
company, Hastings Luxembourg Water S.a.r.l.

100% SHAREHOLDING

25% 
SHAREHOLDING

25% 
SHAREHOLDING

50% 
SHAREHOLDING

HASTINGS 
LUXEMBOURG  
WATER S.A.R.L

DESJARDINS  
ENTITIES

UTILITIES OF  
AUSTRALIA PT Y LTD  

(AS TRUSTEE OF 
UTILITIES TRUST OF 

AUSTRALIA)
UTA INTERNATIONAL 
HOLDINGS 1 PT Y LTD

UTA HONG KONG 
HOLDINGS LTD

NATWEST  
PENSION TRUSTEE 

LTD  
(AS TRUSTEE FOR 
NATWEST GROUP 
PENSION FUND)

HDF (UK)  
HOLDINGS LTD

HASTINGS WATER  
(UK) LTD

SOUTH EAST WATER 
(HOLDINGS) LTD

SOUTH EAST WATER 
LTD

SOUTH EAST WATER 
(FINANCE) LTD

100% SHAREHOLDING

100% SHAREHOLDING

100% SHAREHOLDING

CERTAS 
6.25%

DFS 
6.25%

RRMD 
12.5%
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GROUP STRUCTURE AND FINANCING continued

SUSTAINABILITY FINANCE FRAMEWORK
South East Water has developed a Sustainability 
Finance Framework to finance a range of activities, 
not only environmental projects but also ones which 
will benefit society such as improving drinking water 
quality. The framework highlights how our activities 
are supporting five of the United Nations Sustainable 
Development Goals, including climate action and 
sustainable cities and communities.

In order to ensure this Sustainability Finance 
Framework is followed correctly, we have set out that 
we will comply with the ICMA Green Bond Principles 
(GBP), Social Bond Principles (SBP), Sustainability 

The year has been the first year of a new Asset 
Management Period (AMP). The year has also been 
played out against a background of the Covid-19 
pandemic and, for most of the year, in some degree of 
lockdown. The price determination for the new AMP 
and the pandemic have both provided new financial 
challenges for the group and lockdown has prompted 
many changes in the way the group operates. Despite 
these challenges and the forced operational changes, 
the financial performance in the year has been good 
and we have delivered on our key financial metrics.

During the year we have responded to the technical 
and logistical requirements of having the majority of 
staff working from home for a year while continuing 
with our strong service commitment to our  
customers, strengthening our network to improve 
resilience and investing further in developing our 
responsible business practices. The impact of 
Covid-19 has also changed the way in which our 
customers work, which has had an impact on the 
demand for water, increasing domestic demand 
and reducing the water usage of non-household 
customers in our supply area. There have also been 
additional costs incurred as a result of the pandemic 
which are described below. 

ICMA GBP /SBP 
CATEGORY

BRIEF DESCRIPTION OF  
SOUTH EAST WATER ELIGIBLE 
SUB-CATEGORIES LIST EXAMPLES OF ELIGIBLE PROJECTS UN SDG*

Sustainable 
water and 
wastewater 
management /
Affordable basic 
infrastructure 
(Clean drinking 
water)

-  Water demand-side 
management and 
customer-side growth

-  Water supply schemes
- Water quality
-  Raw water environmental 

works
-  Capital maintenance: 

replacement and 
enhancement on a 
proactive basis of existing 
assets

-  Network extension: to 
provide a sustainable 
supply of clean drinking 
water to all new properties 

- Resilience

Investment and operating expenditures in, 
but not limited to:
•  Improved-metering for more frequent 

data to identify and address issues such as 
leakage

• Water efficiency programmes
•  Water Resources Management Plan- a twin 

track plan to ensure a sustainable supply 
of water 60 years into the future, through 
demand reduction and new supply options 

•  Restoring sustainable abstractions
•  New infrastructure to replace unsustainable 

resources
•  New infrastructure to replace ageing water 

mains
•  Groundwater and surface water catchment 

management
•  Water treatment works refurbishment that 

improve efficiency (water/energy/chemical)
•  Connections of water supply from network 

to new property
•  Flood defences at treatment works, boreholes 

and pumping stations to ensure resilience and 
maintain a clean water supply at times of flood
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Terrestrial 
and aquatic 
biodiversity 
conservation

-  Protecting wildlife and 
increasing biodiversity

Investment and operating expenditures in, 
but not limited to:

•  Invasive Non-Native Species (INNS) projects 
included in Water Industry National 
Environment Programme (WINEP)

•  Delivery of biodiversity enhancements on 
water company landholdings

•  Management of company owned Sites of 
Special Scientific Interest (SSSIs)
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*United Nations Sustainable Developments Goals

Bond Guidelines (SBG) and LMA Green Loan Principles. 
These principles are each a set of voluntary guidelines 
that recommend transparency and disclosure 
and promote integrity in the development of the 
sustainable finance market by clarifying the approach 
for Sustainable Finance issuance.

We published a dedicated report during 2020 to 
demonstrate the impact this finance has made.

 Find out more 
corporate.southeastwater.co.uk/news-info/
publications/sustainability-finance-framework

There are a range of financial performance indicators 
that we use to monitor our business. These are 
linked to the key strategic financial requirements 
of our instrument of appointment and to those of 
our investors which underpin our capital structure 
and the financial governance that we apply to our 
business. In addition, we monitor profitability, capital 
expenditure and cash performance. 

The group financial statements are set out on 
pages 186 to 247. These have been prepared under 
International Financial Reporting Standards (IFRS) 
and report the results for the consolidated South 
East Water group, which includes the results of South 
East Water (Finance) Limited.

KPI Measure 2020/21 2019/20

Credit rating Standard & Poors BBB BBB

Moodys Baa2 Baa2

Interest cover multiple 3.6 3.4

RCV (Regulated Capital Value) £m 1,382.0 1,413.2

Net debt to RCV % 78.4 74.6

Revenue £m 248.2 243.5

Profit from operations £m 77.5 81.3

Profit before tax £m 37.7 33.8

Capital expenditure £m 93.3 104.5

Cash £m 41.6 13.0

FINANCIAL PERFORMANCE

https://corporate.southeastwater.co.uk/news-info/publications/sustainability-finance-framework
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FINANCIAL PERFORMANCE continued

PROFIT FROM OPERATIONS 
Profit from operations has decreased from £81.3 
million to £77.5 million, a reduction of £3.8 million. 

FINANCE COSTS 
We hold a number of listed bonds and indexed linked 
loans. The maturity dates of the loans range from 
2022 to 2042 and further details with respect to 
these loans are set out in note 19 to the accounts.

The associated finance cost of these loans is £43.0 
million in the year compared with £52.9 million in the 
prior year. The reduction in costs is largely due to the 
lower finance costs of the new loans replacing the 
bonds that matured in September 2019 and lower 
indexation charges in the year on the remaining index 
linked loans due to the very low inflation rate over 
most of the financial year.

Offsetting the loan costs is interest receivable of  
£3.1 million (2020: £5.3 million) mainly from South 
East Water Limited’s parent, South East Water 
(Holdings) Limited on its loan from the group which 
was repaid in December 2020.

PROFIT BEFORE TAX 
Profit before tax for the year was £37.7 million 
compared to £33.8 million in the previous year. This 
increase in profit reflects the operating performance 
and reduction in net finance costs described above.

PROFIT AFTER TAX 
Profit after tax for the year has increased from £16.9 
million to £31.3 million as a result of a significantly 
lower tax charge this year. Our tax charge comprises:

•  current tax of £2.6 million (2019: £1.9 million). 
The increase in current tax is due to an increase 
in taxable profit after allowing for appropriate 
tax adjustments

•  deferred tax of £3.7 million (2019: £15.0 million). 
The deferred tax in the prior year includes the 
effect of the rate of corporation tax changing 
from 17 per cent to 19 per cent

Further details on the current and deferred tax 
calculations are set out in note 9 to the accounts. 

RESTRUCTURING
South East Water was repaid an inter-company loan 
by its parent company to simplify the presentation of 
its accounts and allow for greater clarity of financial 
reporting, in particular around actual dividends paid.

As part of South East Water’s securitisation in 2004, 
a new inter-company loan was put in place between 
South East Water (Holdings) Limited (SEWH) 
and South East Water. South East Water has paid  
dividends each year, not available for onward 
distribution to shareholders, which flowed up to 
SEWH to enable SEWH to immediately pay interest  
on the loan back to South East Water. In December 
2020 South East Water paid a one-off special 
restructuring dividend of £136 million, which 
flowed up to SEWH, and SEWH used the proceeds 
to immediately repay the inter-company loan. There 
was no net cash impact for either of the companies 
involved, as all cash was immediately returned to 
South East Water. In future, the presentation in the 
accounts of dividends paid will therefore be more  
straightforward.

TREASURY 
Our treasury policy seeks to ensure that sufficient 
funding is available to meet foreseeable 
requirements and maintain appropriate headroom 
for contingencies. We manage the financial risks of 
the business through a series of hedging policies 
and ensure that our short and long term facilities 
are appropriate to the strategic objectives of the 
business. Our policy considers inflation risk, interest 
rate risk, currency risk and investment criteria. The 
policy is underpinned by the obligations of our 
securitisation structure. Our assessment of the 
associated risks are set out in note 22 and details of 
our long-term loans are set out in note 19. 

During the year, drawdowns totalling £50 million 
were made on our revolving credit facility, bringing 
the total outstanding to £80 million (2020: £30 
million). Drawdowns of £10 million were planned as 
a result of our forecasting processes and a further 
drawdown of £40 million was made to safeguard 
against any potential liquidity risk as a result of 
Covid-19. The £40 million was unspent at the balance 
sheet date.

REVENUE 
The revenue for the year was £248.2 million compared 
to the previous year of £243.5 million. Under the 
regulatory price control mechanism, our revenue 
is allowed to increase each year. In 2020/21 our 
tariffs increase was 1.8 per cent which generated an 
additional £4.4 million in water revenue. 

The impact of Covid-19 in the year saw a change 
in demand patterns resulting in household usage 
increasing by 11 per cent and a reduction in 
non-household usage of 26 per cent.  The total 
consumption increased by 4 per cent over and above 
the previous year and improved water revenue by 
£8.4 million. This appears to be primarily due to the 
reduction of commuter travel by customers living in 
our catchment area but normally working in other 
areas, increased water consumption for families 
affected by the furlough scheme and the exceptional 
summer weather in 2020.

Factors offsetting the above turnover increases 
included additional social tariff allowances given 
to customers of £2.7 million as a result of more 
households facing economic hardship due to the 
Covid-19 restrictions and lower developer activity 
that included a full shutdown during the first 
lockdown period which amounted to a reduction in 
revenue of £5.4 million.

Other income has shown a small reduction of £0.8 
million due to the change in commission rates for the 
Southern Water One Bill contract (£0.6 million) and 
lower laboratory income as a result of the Covid-19 
restrictions (£0.2 million).

As the south east of England is classed as an area 
of water stress, one of our strategic objectives is to 
improve water efficiency by increasing the number 
of customers on metered supply. This is part of our 
longer term strategy to monitor and improve water 
efficiency. Approximately 92 per cent of our water 
revenue is from measured supply in the year. This has 
increased from 90 per cent in the previous year.

OPERATING EXPENDITURE 
Our operating costs for the year, including charges 
for doubtful debts, have increased from £174.3 
million to £182.1 million, an increase in costs of £7.8 
million. The most significant impacts on costs in the 
year were additional expenditure on contractors 
which increased by £2.5 million, including £1.5 
million as a direct result of Covid-19, and energy 
costs, which increased by £1.5 million due to price 
increases, the impact of Covid-19 on fixed third 
party charges and higher usage due to increased 
water demand. Depreciation and other asset related 
costs increased by £4.9 million as new assets were 
introduced and disposals of old assets were made 
during the year. The increased asset related costs 
also included £2.3 million for the impairment of the 
Aylesford reservoir following the sinkhole incident 
that occurred during the year. Insurance costs 
increased by £0.7 million and bulk supplies of water 
from other water companies increased by £0.6 
million, reflecting the higher demand during the 
year.

Offsetting the increases in costs are savings in staff 
costs due to a credit of £7.8 million in respect of 
past service costs on one of the group’s defined 
benefit pension schemes, which is a result of the 
change from RPI to CPI in measuring the liabilities 
of the scheme. This change has taken place in the 
Mid Kent Group Pension Scheme and was agreed 
with the trustees following a review of the pension 
scheme rules. This has been offset by increases in 
salary costs of £3.7 million. 

Also, the charge for bad debts in the year was £3.8 
million compared to £4.2 million in the prior year. 
The provision this year is based on our cash  
collection history for the past three years. This is a 
change from the prior year, where four years history 
was used. This change places greater emphasis on 
our cash collection history over the last year to 
reflect the circumstances resulting from Covid-19.  
In view of this change, no specific additional  
provision for Covid-19 has been made in the year 
(2020: £0.7 million).
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FINANCIAL PERFORMANCE continued

Our current revolving credit facility expires in June 
2022. Discussions are currently being held to replace 
this facility with a new facility with an increased  
limit of £125 million. The new facility has been credit 
approved. This is expected to be completed in 2021.

The interest rate benchmark LIBOR will lose 
representativeness at the end of 2021. The group’s 
floating rate debt will instead be benchmarked 
to the Sterling Overnight Index Average (SONIA) 
administered by the Bank of England.

The group has commenced transitioning its floating 
rate debt. In June 2021 South East Water (Finance) 
Limited refinanced its liquidity facilities using SONIA 
as its reference rate. 

The group is in dialogue with its lenders to agree 
amendments to the fall back provisions to move 
from GBP LIBOR to SONIA on its other floating 
rate facilities, which comprise the revolving credit 
facility and the £120 million floating rate loan.

PENSIONS 
The company pays contributions to the South East 
Water and Mid Kent Water defined benefit schemes 
which both closed on 31 March 2015 to future accrual. 
During the year £4 million was paid to the South East 
Water scheme and £1.4 million was paid to the Mid 
Kent Water scheme.

These contributions are broadly in line with the prior 
year. Further details on these schemes are set out in 
note 24 to the accounts. In addition the company 
operates and funds a stakeholder pension scheme 
which is a defined contribution scheme. During the 
year near 1,000 employees contributed to the scheme 
and the company made payments of £2.5 million by 
way of employer contributions to this scheme (2020: 
£2.4 million). 

CASH FLOW 
We use a combination of funding and working 
capital to finance the extensive capital programme 
and to fund the ongoing operations of the business. 
During the year the net operating cash generated 
was £119.9 million (2020: £134.4 million). Payments 
in respect of capital expenditure in the year totalled 
£94.6 million compared to £98.2 million in the prior 
year. Net payments in respect of interest and other 
finance costs were £33.7 million in the year. This is 
lower than the previous year’s net payment of £37.2 
million due to a full year’s interest being paid on the 
maturing bonds in September 2019 together with 
six months interest on the new replacement loans. 

The group statement of cash flows on page 192 
shows an increased cash balance, from £13.0 million 
at the beginning of the financial year to £41.6 million 
at the end of the year. 

DIVIDEND 
We pay dividends to our shareholders in accordance 
with our dividend policy, and the principle that the 
dividends do not impair our ability to finance our 
business and that dividends are expected to reward 
efficiency and the management of economic risk. 

Our dividend policy is that dividends should provide a 
suitable return to shareholders for their investment 
whilst ensuring that the company is able to finance 
its functions and meet its obligations as a water 
undertaker without impairing its long-term financial 
resilience. When assessing the appropriate level of 
dividend, considerations will include the company’s 
actual and forecast level of gearing, the need to 
maintain its credit rating, the allowed cost of capital, 
any outperformance achieved or forecast and the 
level of any equity injections received.

Dividends are considered in the context of the 
overall performance and financial resilience of the 
company, which also depends on our performance 
under outcome delivery incentives and any reward or 
penalty. Dividends are also considered by reference 
to forecast financial and operational performance to 
ensure that they would not compromise the future 
performance of the company.

The overall level of ordinary appointed dividend 
paid compared with the level of dividend deemed 
reasonable in Ofwat’s assessment of the allowed 
return on equity is also considered.

Dividends in the year totalled £147 million. This 
included a special restructuring dividend of £136 
million and ordinary dividends totalling £11 million 
which were paid in equal quarterly instalments. 

South East Water (Holdings) Limited used part of the 
£11 million dividends paid to it to pay interest to the 
company under the loan referred to above, until it 
was repaid on 15 December 2020, resulting in a net 
ordinary dividends of £8.8 million. 

The dividend yield, excluding the special  
restructuring dividend, in the financial year ended 31 
March 2021 is 2.1 per cent, but after deducting non-
appointed contribution and intra-group interest, the 
dividend yield in respect of the appointed business 
is 1.5 per cent, which is well below the nominal 4 per 
cent dividend yield that we have committed to not 
exceed in our dividend policy.

CREDIT RATING 
Under our instrument of appointment, we are 
required to maintain an investment grade rating, and 
we are currently rated BBB with Standard and Poor’s 
and Baa2 with Moody’s. Our financial performance 
targets support these ratings and we review our 
actual and forecast indicators regularly to ensure 
that we are on track to maintain compliance. Equally 
important are the requirements of the securitisation 
which underlies the capital structure of the business. 
The maintenance of the financial covenants set out 
under our loan documentation is essential for the 
continued support of our investors. 

We expect our current credit rating of Baa2 from 
Moody’s and BBB from Standard and Poors to remain 
unchanged. 

We manage our capital structure in a way that enables 
us to maintain our investment grade credit rating and 
comply with our loan covenants. We monitor interest 
cover ratios and the ratio of net debt to regulated 
capital value (RCV), ensuring covenant compliance 
both in the current and future reporting periods. 

In March 2021 our lenders voted in favour of an 
amendment to our to our covenant package which  
improves our financial resilience. The main change  
was to allow South East Water to draw down 
further debt when certain financial covenants have 
been triggered. This ensures that the company 
has sufficient cash to pay its normal operating 
expenditure and invest in its assets. A change was 
also made to prevent too much of South East Water’s 
debt being repaid to lenders in any two year period. 
This change further improves the protection our 
lenders receive from our covenant package.

GEARING 
The company operates a securitisation structure. 
Our long term funding at the end of March 2021 
was £1,038.7 million which represents 78.2 per cent 
of our regulated capital value. Our securitisation 
requirements are that we should maintain a level 
of gearing of 85 per cent or less. We monitor the 
gearing closely and there is sufficient headroom as at 
31 March 2021. 

TAXATION AND TAX POLICY 
Our taxation policy is set out in the directors’ report 
and the regulatory annual performance report. 
A more detailed explanation of our tax policy is 
available on our website. We have a significant 
capital programme and as such hold significant 
capital allowances to offset tax liabilities, coupled 
with losses generated elsewhere in the group.  
Find out more

  corporate.southeastwater.co.uk/ about-us/ 
our-governance

https://corporate.southeastwater.co.uk/about-us/our-governance
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DELIVERING OUR STRATEGY TO FULFIL 
OUR PURPOSE

working  
with others...

We can’t do everything we do alone. We are committed to 
stakeholder inclusiveness and engagement.

We keep finding new partnerships and ways of collaborating 
to face future challenges together.

Performance highlights Our partners make a difference

We want to ensure the health, safety and wellbeing 
of our colleagues, those we work with and our 
community.

•   92 per cent trust that South East Water is 
treating their health and safety as a high priority 

•   We provided over 100 activity packs for children 
to help with wellbeing while schools were closed

680 contractor employees – work with us to help 
make sure your water supply runs 24 hours a day, 
365 days a year. 

CONTRACT EMPLOYEES 

680

We want to 
hear from our 
stakeholders 
to help us keep 
improving

We work with 
community 
organisations 
across our  
region

Working with industry 
colleagues we learn 
lessons from our 
collective experiences
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RESPONSIBLE BUSINESS

COMMITTEE MEMBERS
DIRECTOR MEMBERS
Rachel Drew  (Chair)* Non-Executive Director

Marissa Szczepaniak Non-Executive Director*

Anne-Noëlle Le Gal Non-Executive Director*

John Barnes  Independent Non-Executive Director

David Hinton  Executive Director

NON-DIRECTOR MEMBERS
Emma Goddard  Head of Environment

Chris Lunn   Head of Health, Safety, Quality

Jo Osborn   Head of Communications

Nicolas Truillet  Company Secretary

REPORT FROM THE RESPONSIBLE BUSINESS COMMITTEE 

•  We reviewed the steps taken by the company 
to support communities during the Covid-19 
pandemic beyond the provision of water, 
taking account of the feedback received from 
stakeholders, the CCG and our staff. This included 
food deliveries in cooperation with Kent Housing 
using company vans, educational videos for 
schools focused on the water cycle, financial 
contribution to a Community Foundation with 
other utilities, payroll giving and other staff led 
initiatives.

•   We monitored progress against our responsible 
business commitments and considered how to 
improve the monitoring of performance and 
reporting on our responsible business and ESG 
performance including relevant metrics that 
may be developed and how our reporting should 
evolve to meet stakeholders’ expectations.

•  We considered the prioritisation of the work 
on the responsible business commitments and 
identified four priority areas: renewable energy, 
natural capital, partnerships and community 
projects and the schools programme.

•   We considered horizon scanning to allow us to 
ensure our commitments and ESG initiatives 
remain appropriate and up to date (for example 
to take account of changing public opinions and 
customers views on key issues companies should 
address).

•  We considered a report on ESG and responsible 
business risks and discussed how to better 
identify them and improve their visibility in 
our risk register including risks relating to 
environmental and long term issues such as 
climate change.

•  We reviewed our GRESB submission in 2020 which 
obtained a score of 90 and the top position in our 
peer group and the preparation of our submission 
in 2021. 

•   We considered the development of the 
company’s environmental resilience policy.

•   We reviewed our vulnerability strategy including 
key actions on affordability (payment holiday 
and social tariff), accessibility and support 
(new team and new partnerships, extended 
vulnerability criteria and increase in registration 
on our priority service register), new partnership 
community projects on water use and 
vulnerability and improved tools to facilitate 
access to our services.

•  We considered the TCFD recommendations and 
the approach for developing the company’s 
reporting in accordance with them ensuring 
consistency with our long term planning (WRMP 
and dry weather plan) and our new adaptation 
report to be published by December 2021. 

•  We considered proposed partnerships with local 
environmental groups to contribute to the water 
industry public interest commitment to plant 
11 million trees by 2030, focusing on planting 
native species in the right environment and 
locations for the long term. We put emphasis on 
maximising ecosystem benefits (such as impact 
on water quality, biodiversity and resistance to 
diseases), community benefits and prioritising 
the management of ancient woodland, company 
land and the replacement of trees removed due 
to our works.

•   We considered our sustainable bond report 
prepared under the company’s sustainable 
finance framework focusing on how the funds 
had been spent and the relevant outcomes 
delivered as well as the internal and external 
assurance process.

•  We reviewed a presentation on the development 
of the company’s approach to natural accounting 
to integrate considerations of natural capital 
in business decisions and in particular in capital 
investment decisions to ensure the most 
sustainable solutions were adopted. We also 
considered possible approaches for measuring 
and reporting on social return on investment. 

The responsible business committee assists the board in defining its strategy relating to environmental, social 
and governance (ESG) matters and in reviewing the practices and initiatives of the company relating to ESG 
matters ensuring they remain effective and up to date. We also oversee the execution of our ESG strategy 
and initiatives and monitor performance against the responsible business commitments in our business plan.  
We help ensure that the board maintains a primary focus on customer engagement, our communities and the 
environment.

Over the last 12 months:

*Rachel Drew became Chair of the committee on 31 May 2021. Anne-Noëlle Le Gal replaced Marissa Szczepaniak on 18 June 2021

•  We reviewed the mapping of the company’s 
responsible business commitments against 
the UN sustainable development goals and 
considered further benefits of SDG mapping 
across responsible business commitments, 
ODIs and the water industry public interest 
commitments.

•  We considered a deep dive on the responsible 
business commitment to play an active role 
regionally in relation to the impact of housing 
growth on water. This was made to address 
concerns about the rate and sustainability 
of housing development and the impact on 
communities and water supply. We considered 
the range of actions already taken and the plan 
of action for AMP7 including further engagement 
with stakeholders, improving the visibility of the 
steps we take and raising issues of local resilience 
including in the WRMP process.

•   We considered Ofwat’s discussion paper on 
public value in the water sector and the response 
from the company. 

RACHEL DREW
CHAIR

15 JULY 2021

 

We monitored progress 
against our responsible 
business commitments 
and considered how to 
improve

“
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STAKEHOLDER ENGAGEMENT
The board appreciates the importance of effective 
stakeholder engagement and that stakeholders’ 
views should be considered in its decision-making. 
Here we explain our key stakeholder groups and why 
they are important to South East Water to build the 
relationships that are key to value creation. 

ENGAGEMENT TO DELIVER OUR PURPOSE FOR THE BENEFIT OF ALL 
SECTION 172(1) STATEMENT

INTRODUCTION 
The board’s main responsibility is to set the company’s 
strategy and monitor its delivery in alignment with  
the company’s purpose. The two main aspects 
of our core purpose are to provide today’s public 
water service and to create tomorrow’s water 
supply solutions. Our purpose ultimately is to 
help society and the environment to thrive. In this 
context most decisions taken by the board need 
to balance the long term and short term interests 
of the company, its customers, employees, the 
environment and maintaining key relationships with 
other stakeholders and partners, as well as current 
and future regulatory requirements. Most decisions 
of the board at a strategic level require balancing 
all these considerations and we see the long term 
success of the company as achieving a fair balance. 

There are numerous examples throughout this 
strategic report of how the board has regard to each 
of the matters in section 172(1) of the Companies 
Act 2006. This is achieved within a general decision 

Relevant aspect of our decision framework Read more

Our corporate 
governance 
framework, 
corporate 
governance 
code, and culture 
(purpose and 
values) and board 
practices

•  A corporate governance framework focused on 
engagement, stakeholder inclusiveness, integrated 
thinking (i.e. balancing all relevant considerations in our 
decision making including those in section 172(1) CA06) 

•  A purpose and values focused on delivery to customers, 
planning for the future, protecting the environment and 
contributing to society

•  A corporate governance structure that ensures that all 
aspects of the business receive the appropriate scrutiny 
including matters in section 172(1) CA06

Our corporate governance 
framework on page 56. 
Board leadership and company 
purpose on page 119. 
Long term sustainable success  
on page 124. 
How our board, committees  
and executive team operate  
on page 125.

Our vision and 
strategy

•  A vision and strategy focused on our customers, our 
people and the protection of the environment

Our vision and strategy  
on page 20.

Our long term 
planning

•  Long term water resources planning is a second key core 
function to ensure we can meet future demand for water 
and also encourage our customers to save water

Water resources for the future  
on page 60. 

Stakeholders’ 
participation

•  Engagement which ensures that stakeholders are directly 
involved in our decision process: including our Customer 
Challenge Group, our Environmental Scrutiny Group 
and partnerships for the delivery of our environmental 
programme, our employee and stakeholder engagement 
programme

•  Extensive engagement and consultation for all our key plans

Stakeholder engagement  
on pages 83 to 87.

Our business 
model and 
our external 
environment 

•  A business model focused on value creation through 
responsible business, a long term focus, engagement with 
stakeholders and collaboration

Our business model  
on pages 21 to 24. 
Our business environment 
on page 28. 
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framework combining governance, internal systems 
of control and risk management, and engagement 
with stakeholders. 

This is also done in respect of each decision the board 
considers. We provide a summary of the activities of 
the board in 2020/21 on page 127. 

Our decision framework is designed to ensure we 
consider all the matters in section 172(1) of the 
Companies Act 2006.

This S172(1) statement covers:

Stakeholder engagement – we explain how the 
company and the board have engaged with key 
stakeholders; and

Key decisions – we explain how the board has reached 
key decisions, how they considered the company 
purpose, and the likely impact of those decisions, 
including how it has taken account of the company’s 
stakeholders in doing so.

Throughout the year we have engaged with these 
groups as a business, but also the board directly 
through our board engagement programme. This 
engagement helps us to understand their key issues 
and enables us to make decisions based on their 
feedback.
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CONSUMERS AND COMMUNITIES

(see page 24)

WHAT ARE THE KEY ISSUES FOR  
THIS STAKEHOLDER GROUP

-  A safe, wholesome supply of water
-  Customer service and performance
-  Reliability of supply and minimising  

disruption during our work
-  Affordability and value for money and  

bill stability
-  Assistance in times of need 
-  Responsible investment and protecting  

the local environment
-  Local employment

HOW WE ENGAGE
Although 2020/21 has been a difficult year due 
to Covid-19 we have been able to embrace new 
technologies and ways of working for the business to 
engage with a wide community of stakeholders.
Our independent Customer Challenge Group (CCG) met 
nine times during the year and has provided challenge 
to us in a range of areas including vulnerability, 
engagement, leaks, customer interruptions and our 
responsible business commitments.
Zoe Macleod, the Chair of the CCG, met with the 
board in September to update on progress and 
recommendations for continued improvement and 
board members attended several CCG meetings during 
the year.
A two-day online conference was held with more 
than 60 vulnerable customer stakeholder groups 
represented and two non-executive directors 
attended the events.

We worked closely with non-household groups, 
attending events including developer stakeholder 
events, retailer workshops and drought management 
sprints, which were attended by diverse stakeholder 
groups to help develop our drought plan. Non-
executive directors attended all these events to 
contribute and hear directly from stakeholders. 
For all capital programme schemes we assess the 
impact on customers and communities near the work 
and develop appropriate engagement, including 
holding virtual meetings and drop-in sessions during 
the year to understand views and talk about our work.
South East Water issued customer surveys and held 
workshops during the year, with satisfaction surveys 
carried out throughout the year with 39 per cent of 
customers surveyed.

WHAT ACTIONS SOUTH EAST WATER TOOK AS A RESULT OF FEEDBACK
Developed stakeholder engagement strategy and 
implementing stakeholder mapping approach across 
the organisation for key engagement activities.
Agreed 17 point action plan following summer demand 
experiences.
Refreshed the drought plan to become a “dry weather 
plan” and created customer friendly magazine versions 
to accompany the main plan. 

Introduced a number of changes to the communication 
plan to increase channels and ways to collaborate to 
get water saving messages across.
Introduced new stakeholder contact email to give 
community stakeholders an easier route into the 
business. 

OUR PEOPLE

(see page 24)

WHAT ARE THE KEY ISSUES FOR  
THIS STAKEHOLDER GROUP

-  Purposeful jobs that make a difference
-  Health, safety and wellbeing
-  Diverse and inclusive workplace
-  Opportunities to reach full potential
-  Open and honest environment
-  Fair pay and reward
- Flexible working and work life balance

HOW WE ENGAGE
Board engagement with our employees is focused 
through the Staff Council with a non-executive 
director appointed as the main point of contact.
A board engagement programme was developed this 
year to engage with different parts of the business and 
different levels of management.
CEO, David Hinton, delivered monthly virtual 
presentations with Q&A sessions for employees.

Our employee intranet, called Gurgle, promotes all 
news articles and key events. Managers and employees 
regularly blog via this platform about important issues 
and anyone can comment freely on all articles.
Managers are provided with a monthly Manager 
toolkit, health and safety briefings and core brief 
slides to encourage dialogue.

WHAT ACTIONS SOUTH EAST WATER TOOK AS A RESULT OF FEEDBACK
Diversity and inclusion included as a pillar of the new 
people plan
Developed agile working group to plan for new ways of 
working to continue post-pandemic
Improved the wellbeing area on Gurgle, highlighting 
where to go for support
Provided eXposure to senior leaders through regular 
Q&A sessions

Set up a WhatsApp broadcast to communicate key 
messages to staff especially those in the field
Blogs and social media promoted to raise the profile of 
the work our operations teams carry out
Training for managers to connect with teams remotely
Reviewing induction process for new starters

ENGAGEMENT TO DELIVER OUR PURPOSE FOR THE BENEFIT OF ALL 
SECTION 172(1) STATEMENT continued
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OUR REGULATORS

(see page 24)

WHAT ARE THE KEY ISSUES FOR  
THIS STAKEHOLDER GROUP

-  Outcomes for customers, the environment  
and long-term resilience 

-  Performance against regulatory targets 
-  Trust and transparency
-  Governance and compliance
-  Environmental impact

HOW WE ENGAGE
Our Regulation Directorate manages engagement with 
our regulators to ensure we understand key issues, 
talk about our response to these and collaborate on 
finding solutions. Specific meetings with the board were 
not held this year due to Covid-19, but the company 
held various meetings throughout the year with key 
regulators many of whom are part of both our Customer 
Challenge Group and our Environmental Scrutiny Group.
During the year we responded to 35 regulatory 
consultations, topics included:
• Public value
• Covid-19 and the business retail market
• Innovation funding and competition
• PR24 and beyond
• Sustainable use of pesticides
Ofwat held a non-executive directors’ event which 
was attended by our non-executive directors that 
discussed PR19 and looking ahead to PR24, together 
with public value and carbon.

We developed a weekly stakeholder report for the 
early stages of the pandemic to keep all updated on 
our progress and offer feedback on our actions. This 
was increased to daily during the August heatwave 
incident. The report has been well received and so has 
continued as a monthly report.
The Regulations and Strategy Director provides 
updates on regulatory engagement to the board, 
including in particular this year:
•  Preparations for WRMP24 and dry weather plan 

(drought plan)
•  Progress with development of the regional water 

resources plan by WRSE
•  Price review and PR24 – including the outcome of 

the determinations by the Competition and Markets 
Authority

•  Engagement with key regulators, such as regular 
meetings and collaborative projects

WHAT ACTIONS SOUTH EAST WATER TOOK AS A RESULT OF FEEDBACK
In response to Ofwat expectations set out at PR19 we 
have adopted a new dividend policy and extended our 
reporting on dividends. We reviewed our executive 
bonus scheme to address Ofwat’s expectations and 
have expanded and improved the transparency of our 
reporting on executive remuneration
We have continued to provide regulators with a 
monthly update on our activities to protect customers 
and employees during the pandemic.

We have developed our drought plan and ensured it 
meets the Environment Agency guidelines, including 
moving technical details into the WRMP and building a 
tactical operational plan and creating clear customer 
and stakeholder friendly versions that we are now 
consulting on during summer 2021.
We decided to develop a 25 year environment plan 
to align with Government ambitions. This is being co-
created with a diverse range of stakeholders and we 
plan to publish a draft in 2021 for consultation. 

OUR SUPPLIERS AND PARTNERS

(see page 24)

WHAT ARE THE KEY ISSUES FOR  
THIS STAKEHOLDER GROUP

-  Fair engagement and payment terms
-  Collaboration
-  Responsible supply chain

HOW WE ENGAGE
During the year the focus for suppliers and partners 
has been on managing impacts of the pandemic 
and procurement changes associated with Brexit. 
Regular updates were provided via both the CFO and 
Operations Director on our key relationships and how 
we were ensuring both our vital supply chain and the 
businesses that support this were being protected.
Key contracts were presented to the board including  
a new five year engineering partnership with Atkins 
and a new delivery partnership with Clancy. 

Regular meetings with the CEO and key suppliers are 
held throughout the year and our usual programme of 
site visits will resume once restrictions allow.
The Operations Director attended regular industry-
led incident meetings throughout the year which 
specifically included discussion with key suppliers 
including chemical companies and updated the board 
following these sessions. 

WHAT ACTIONS SOUTH EAST WATER TOOK AS A RESULT OF FEEDBACK
We involved our key contractors in the planning of 
our new Covid-19 safe methods of working and in 
the ongoing crisis management throughout the year. 
We used feedback from them on resolving their own 
operational issues to help inform our own operational 
decisions.
Where appropriate we ensured we had sufficient stock 
for strategic items in place and also managed this 
through industry-wide collaboration to ensure there 
was no risk of any company stock-piling and causing 
knock-on impacts.

We engaged with the local Kent Resilience Forum 
to ensure we were supporting them and the local 
community during any issues caused by Brexit or 
the pandemic on key transport routes for the supply 
chain through the county from Dover. This included 
providing emergency bottled water when there were 
delays for lorry drivers.
Working with our supply chain, requests to reduce 
payment terms were reviewed on a case by case basis 
by the CFO and shorter more favourable terms have 
been put in place to assist suppliers during this  
difficult time.
We worked with our new contractors to ensure a 
smooth transition with handover and training in place 
as we moved to new arrangements through the year.

ENGAGEMENT TO DELIVER OUR PURPOSE FOR THE BENEFIT OF ALL 
SECTION 172(1) STATEMENT continued
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KEY DECISIONS 
Consideration of the matters in section 172(1) also determines the regular activities of the board such as the 
monitoring of performance against our commitments to ensure that we deliver the targeted outcomes for 
customers, the environment and the investment in the infrastructure needed to support our communities.

We provide examples of how the board has had regard to relevant matters in respect of key decisions made 
this year below.

COVID AND “NEW NORMAL”

At the earliest stage of the pandemic the board made the decision to ensure, while maintaining our clearly vital role, 
that the protection of staff and the public were prioritised. It was agreed that all who could work from home should. 
Cleaning regimes were changed and hand sanitiser and face masks were procured. Meetings in person were stopped 
and alternatives were sought wherever possible. The potential to move the control room to have a second facility at 
the company’s disaster recovery location was considered. Early in the year the board advised that introducing home 
working pre-emptively would allow the company to test new methods of working and improve its readiness. Later, 
agreement was given to developing a new agile working approach that should be implemented in phases. Following 
the summer 2020 high demand event a review was undertaken and preparations for 2021 were developed.

How stakeholders were considered

Health and safety of employees and the public were placed at the centre of decision making.
DWI was engaged with to agree appropriate levels of customer water sampling to maintain safe water, while also 
minimising contact.
Risk to retailers in the non-household market meant the industry working together to support.
Engagement with supply chain to ensure support, where possible, to minimise delays in procuring goods.
Customer and stakeholder surveys following summer demand event to learn lessons and build plans for 2021.
Employee surveys were introduced every few months to help check support for our actions and to help understand 
areas to focus further attention. 

Outcomes and expected long term impacts

• Maintained a 1.75 per cent sickness absence rate throughout the year
• Covid-19 related absence was kept low throughout the year
•  Our action as an industry to support retailers and our supply chain reduces risk, although issues of bad debt and 

potential ongoing economic impact following the pandemic continue to be a risk in the medium term
• Operational and communications plans for summer 2021 readiness prepared
•  The business has been able to move to a new way of working and adapted quickly. Employee support will lead to 

long-term commitment to the organisation, but also help attract new talent

CORPORATE GOVERNANCE AND ARTICLES OF ASSOCIATION

The board adopted a revised corporate governance framework and the company purpose in 2020. It also considered 
how to ensure that the company and the board would work to fulfil the company purpose. 

How stakeholders were considered

The board considered the contributions and insight of the British Academy, the Purposeful Company Taskforce, 
Sustainability First and Ofwat which promoted the ideas that companies and especially utilities should be led by 
purpose and embed it into their articles of associations. They also put emphasis on the fact that doing this required 
judgements about balancing the interests of different stakeholders. Directors would need to act in a way they 
consider most likely to fulfil the purpose, and have regard to the consequences of any decision on the interests of 
shareholders and other stakeholders. The directors also considered the concepts underpinning the King Code of 
South Africa and the B Corporations initiative.

Outcomes and expected long term impacts

Embedding the purpose of the company in the articles of association would mean that the primary duty of the 
directors would be to fulfil the purpose both for the benefit of members and to have a positive impact on society and 
the environment. 
This would mean removing the primacy of the shareholders’ interest seen in section 172 of the Companies Act 2006 
so that directors would not be required to regard the benefit of shareholders as more important than other interests 
but would need to strike an appropriate balance.
The directors considered the trade-off and change in the relative balance of interests that would result from embedding 
the company’s purpose and revising the duties of directors and in particular the potential impact this could have on 
shareholders. They concluded that despite the removal of the primacy of the benefit of shareholders, embedding the 
purpose of the company into its articles of association would be in the long term interest of the company and therefore 
its members. The new articles of association of the company were adopted by shareholders on 4 November 2020. 

DROUGHT PLAN/WRMP/WRSE

The board has been involved throughout the year in the preparation and approval of the draft drought plan (that 
we have renamed dry weather plan). The year has also been one of ensuring all board members understand the new 
approach for WRMP24 and the changes in process from WRMP19. A full assurance process was reviewed and agreed 
to give confidence in the decisions being made.
The draft dry weather plan was approved following close review, particularly with independent non-executive 
directors, and a board engagement programme for the ongoing development of the WRMP24 was agreed.

How stakeholders were considered

There is a new regional process with Water Resources in the South East (WRSE) and nationally with Ofwat RAPID 
group. Many regular stakeholder meetings and events were held during the year with and through the WRSE to 
ensure a wide range of water users across the south east of England contribute to our plans.
Regular meetings and discussions with key regulators to discuss draft drought plans, in particular the Environment 
Agency and Natural England.
We developed our draft dry weather plan through consultation with stakeholders, including a two-day sprint event 
with more than 30 different organisations involved. Non-executive directors attended these events to hear first-
hand feedback.

Outcomes and expected long-term impacts

• The draft dry weather plan was submitted to Defra in March 2021 and will be consulted on during summer 2021
• Assurance process agreed to ensure good governance of our water resource planning
•  Board engagement programme developed to ensure full oversight of the ongoing WRMP24 and regional plan 

development
•  Stakeholder engagement should lead to a supported plan, one that meets the right objectives for the future and 

understands the challenges of the region to ensure we can secure water resources into the long term

ENGAGEMENT TO DELIVER OUR PURPOSE FOR THE BENEFIT OF ALL 
SECTION 172(1) STATEMENT continued
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ENERGY, CARBON AND CLIMATE RELATED REPORTING

We measure and report our emissions under scope 1, 2 or 3 using the methodology described below and we 
integrate climate change risks into our long-term plans and business plans. 

We provide below mandatory reporting on our emissions as required under Part 7A, Schedule 7 Large and 
Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008 as well as voluntary emission 
reporting and information on our strategy to manage climate change risks and reduce our emissions and impact 
on the environment. 

STREAMLINED ENERGY AND CARBON REPORTING (SECR)

Greenhouse gas (GHG) emissions 2019/20 2020/21 Unit

1 Annual quantity of GHG emissions for the purposes  
of transport

1,785 1,610 tCO2e

No gas is used for the purpose of transport. The consumption of fuel for the purpose of transport falls into specific 
categories: fleet vehicles, company cars.

2 Annual quantity of GHG emissions resulting  
from the purchase of electricity for own use  
(including for the purpose of transport)

36,255 34,200 tCO2e

Electricity was not used for the purpose of transport in the reporting year. The electricity usage is divided into 
three categories: pumping, treatment and administration.

3 Aggregate equivalent kWh for emissions 
 under 1 and 2 above

149,143,179 146,818,118 kWh

4 GHG emission intensity metric
Operational GHG emissions per mega litre of treated water 
based on the emissions set out under 1 and 2 above.

198 180 kgCO2e /Ml

Further details on the methodology and assurance process for the data used for our streamlined energy and 
carbon reporting (SECR) reporting and voluntary reporting on scope 1, 2 and 3 emissions and on the principal 
measures taken in 2020/21 for increasing the company’s energy efficiency are set out below.

SCOPE 1, 2 AND 3 ENERGY AND CARBON REPORTING 
Using the methodology described above we measure and report on all our scope 1, 2 and 3 emissions annually 
and a summary is provided below. 

Scope 1 (direct) emissions are emissions from activities owned or controlled by the company that release 
emissions into the atmosphere.

Scope 2 (energy indirect) emissions are emissions associated with our consumption of purchased electricity, 
heat, steam and cooling.

Scope 3 (other indirect) emissions are emissions that are a consequence of our actions and that  
occur at sources that we do not own or control, and that are not classed as scope 2 emissions (for example, 
emissions from business travel by means not owned or controlled by us or emissions associated with our 
supply chain).

CO2e - Carbon dioxide equivalent or CO2e means the number of metric tons of CO2 emissions with the same global warming potential as one metric ton of 
another greenhouse gas

2019/20 2020/21 Unit

Scope 1

1 Direct emissions* from burning of fossil fuels  
(including natural gas CHP** generated onsite)

484 508 tCO2e

2 Process and fugitive emissions*** 1,106 1,250 tCO2e

3 Transport: Company owned or leased vehicles 1,785 1,610 tCO2e

Scope 2

4 Total grid electricity used by company  
(including CHP** electricity purchased)

36,255 34,200 tCO2e

Scope 3

5 Business travel on public transport and private vehicles used 
for company business

41 40 tCO2e

6 Outsourced activities (if not included in scope 1 or 2) 
Energy and other

3,935 3,560 tCO2e

7 Total grid electricity used by company (including CHP 
electricity purchased) – Transmission and Distribution†

3,078 2,940 tCO2e

Gross emissions

8 Gross operational emissions 46,684 44,108 tCO2e

Intensity metric

9 Operational GHG emissions per mega litre of treated water 209 192 kgCO2e /Ml

This metric includes all scope 1, 2 and 3 emissions for energy for pumping and treatment except energy emissions 
relating to administration. (This metric includes emissions from diesel generators used at sites and from ozonation 
at sites.)

*Direct emissions from burning of fossil fuels were higher in 2020/21 than in 2019/20 due to an increase in generator use by two per cent to provide 
electricity to the National Grid during Triads or for our own emergency use and an increase in natural gas consumption for space heating at some of our water 
treatment works.

**CHP - Combined Heat and Power – a process that captures and utilises the heat that is a by-product of the electricity generation process.

***Process emissions are a consequence of physical or chemical processes (for example in our water treatment). Fugitive emissions include intentional and 
unintentional releases (for example refrigerant in air conditioning units).

†Electricity which is lost in the transport and distribution system used for delivering purchased electricity.
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EXTENDING OUR REPORTING IN LINE  
WITH THE TCFD RECOMMENDATIONS
We are building on our existing work in relation to 
energy and carbon reporting and climate adaptation 
to develop our strategy and reporting following the 
recommendations of the Task Force on Climate 
Related Financial Disclosures (TCFD). 

Our aim is to develop a comprehensive and 
integrated approach to the management of climate 
change risks that is at the core of our long-term 
planning and our related disclosures. 

Our focus in 2020/21 has been on identifying climate 
related risks specific to the business which form the 
basis of both our adaptation report and our future 
TCFD reporting. 

These climate related risks and their assessment in 
the adaptation report will be the starting point for 
developing scenarios for the purpose of TCFD that 
will support a consistent approach for our long-
term strategic planning and our future financial 
disclosures under TCFD. 

We summarise below our current approach to 
climate related risks and opportunities following 
the four thematic areas set out in the TCFD 
recommendations: governance, strategy, risk 
management, and metrics and targets. 

Governance
Our board has effective oversight of climate-related 
risks and opportunities. Climate-related risks are 
included within our corporate risk register which 
is regularly reviewed by the executive team and 
annually by the board. The corporate risk register 
includes details of any appropriate controls and 
mitigating actions.

Any relevant targets related to climate change are 
agreed by the board and, specifically our target to 
reduce carbon emissions, are included within our 
published performance commitments each year.

Included in our business plan for 2020 to 2025 is a 
target to reduce our emissions to 58 kgCO2e/Ml by 
2025, including all scope 1, 2, and 3 emissions. This 
represents a reduction of our emissions of 80 per 
cent by 2025 (when compared to 2017/18). 

Building on that commitment, we are publishing a 
net-zero roadmap in July 2021 on our website. It will 
outline our strategy to both secure our 2025 price 
review period performance commitments and our 
2030 target as part of the industry public interest 
commitment (PIC). Our net zero commitment seeks 
to achieve an estimated 98 per cent reduction in our 
operational direct carbon emissions through direct 
interventions with the remaining two per cent 
requiring insetting (e.g. carbon sequestration on 
company land) and offsetting regionally and in the 
UK. This reduction being measured by reference to a 
2018/19 operational emission baseline. Our net zero 
emission commitment by 2030 does not relate to 
emissions by our supply chain or embedded carbon 
but work is underway to be able to first report on 
embedded carbon in respect of 2022/23.

We continually review how we can minimise 
our carbon emissions which includes assessing 
potential renewable options, an in-depth energy 
management review, extended metering, and our 
capital maintenance programme replacing older 
assets such as pumps with newer more efficient 
pumps which will reduce our energy consumption 
and carbon emissions. 

We are also exploring more advanced analytics 
surrounding energy, identifying sites that are 
inefficient based on energy trends and would 
therefore benefit from a revised process or improved 
assets.

ENERGY, CARBON AND CLIMATE RELATED REPORTING continued

Strategy
Our core responsibilities include planning for future 
water resources and for events such as droughts 
while investing efficiently and protecting the 
environment. To fulfil these responsibilities we 
prepare strategic statutory plans and in particular 
our water resources management plan (WRMP) and 
dry weather plan. We have a statutory requirement 
through our WRMP to be resilient to climate change. 

The impact of climate change is a central 
consideration in the development of these plans 
both to calibrate our scenarios and assumptions 
and to select the most appropriate solutions and 
investments to develop water resources, improve 
the resilience of our supply system and manage 
demand.

We are in the process of updating our next water 
resources management plan (WRMP24) and as part 
of that process we will be reviewing and adopting the 
relevant information from the UKCP18 projections. 
This work, feeding into WRMP24, will be completed 
within the next year and ensure our climate change 
impact assumptions remain up to date, and that 
our strategies and plans to maintain future supply 
demand plans are resilient and adaptable to climate 
change. 

We also maintain a resilience action plan which helps 
us ensure the resilience of our assets and services, 
not only to face incidents and weather events 
but also to face the long-term change to climate 
patterns caused by global warming. 

We have already prepared two climate change 
adaptation reports which provide strategic  
direction and context to our long-term planning 
activities and we will be updating our climate  
change adaptation report ready for publishing in 
advance of December 2021. 

Risk management
We have comprehensive systems of internal 
control and risk management and we monitor their 
effectiveness regularly in compliance with the 
principles of our corporate governance code.

Our risk management framework is closely linked to 
the way we monitor and measure our performance 
and compliance with our statutory obligations and 
commitments which is subject to external assurance 
by third parties. The adoption in our business plan 
of a performance commitment for the reduction 
of our emissions by 2025 ensures that our systems 
of controls and external assurance relating to our 
regulatory reporting will be applied equally to our 
emissions reporting. 

Our climate change adaptation report has identified 
priority risks from climate change and how these 
impact our functions and activities across the 
business. We have identified mitigations and 
monitoring plans to adapt to climate change 
impacts. 

We maintain a formal risk register and risk 
management system for the identification, 
evaluation and mitigation of risks. Significant 
risks from climate change, and their impacts on 
functions and activities across the business, have 
been incorporated into our corporate risk register 
and we are able to report specifically on these risks 
– providing additional focus and scrutiny of risks, 
controls and mitigating actions.

Read more on our risk management systems and 
principal risks on page 30. 
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Metrics and targets for the year 2020/21
We use the UKWIR Carbon Accounting Workbook 
(CAW) provided for all UK water companies to give a 
consistent and transparent approach for accounting 
greenhouse gas (GHG) emissions from annual 
operational activities.

The CAW provides estimates of the GHGs identified 
in the Kyoto Protocol, which are produced as a 
result of the operational activities of water and 
wastewater companies, including water treatment 
and distribution, wastewater collection and 
treatment, and sludge management. Estimates 
are made following guidance published by Defra 
and BEIS, as well as international guidance where 
required. 

The tool is used by UK water companies to report 
progress internally and prepare information for 
reporting performance to regulatory bodies, 
voluntary reporting schemes and customers. The 
tool is updated annually as required in line with 
UK publication of conversion factors used for 
estimating GHG emissions. The report is therefore a 
suitable tool to report SECR requirements.

The data is compiled from various sources across 
the business and placed into a carbon accounting 
information pack before being transcribed into the 
appropriate areas of the CAW. This allows the CO2e 
figures for the company to be compiled which are 
then externally audited. This data is then used to 
calculate the total associated kWh for purchased 
energy and transport using recent year emission 
factors.

For the current period, up to 2021 our target has 
been to reduce carbon emissions to 152 kgCO2e 
per customer. We are reporting 192 kgCO2e/Ml, 
and have therefore not met our target for the 
year. Our reasons for not meeting our performance 
commitment target include: i) the targets over 
2020 to 2025 has been set broadly linearly and 
2020/21 has been a year of preparation rather than 
implementation of direct interventions to reduce 
our carbon footprint which will start showing their 
effect in 2021/22 and ii) to a lesser extent, the 
fact that we use BEIS energy conversion rates for 
the UK to determine our carbon emissions based 
on our kW/h electricity consumption, and that 
actual rates for 2020/21 reflected a lower level of 
decarbonisation of the energy from the grid than 
had been indicated in BEIS’ forecasts available at the 
time of the preparation of the business plan. 

We are still expecting to meet our target over 2020 
to 2025 based on the actions engaged to date. We 
have secured renewable energy guarantee of origin 
(REGO) backed energy arrangements covering our 
entire operational electricity needs (representing 84 
per cent of our operational emissions) from 1 April 
2021. This will ensure we outperform our target of 
120 kgCO2e/Ml for the 2021/22 period. Procurement 
is also underway to replace REGO arrangements with 
medium-term commercial green power purchase 
agreements (PPAs) linked to identified additional 
renewable energy schemes that will start operating 
over the next two to three years. These agreements 
ensure not only that we, and our stakeholders, can 
have confidence in the source of our renewable 
electricity, but also that, through our PPAs, we are 
supporting the expansion of additional renewable 
energy generation capacity, and enabling further 
decarbonisation at a UK level.

ENERGY, CARBON AND CLIMATE RELATED REPORTING continued

We are determined to 
support recovery in 
our region and build on 
lessons learned

“External assurance of the processes and data for 
our GHG emissions has been carried out by Ricardo 
Energy & Environment (REE). 

In undertaking the verification exercise, REE has 
reviewed our carbon footprint data collection and 
calculation methodologies against the requirements 
of ISO 14064-1 (Specification with guidance at the 
organisation level for quantification and reporting 
of greenhouse gas emissions and removals) and the 
GHG Protocol Corporate Standard.

REE has carried out a limited level verification, which 
included the review of:

•  the data held within our Carbon Accounting 
Workbook v15 (CAW) which is used to manage 
our carbon management and footprinting

•  the primary data on which the CAW is based 
(contained within the ‘Carbon accounting  
info pack’)

•  the process manual which defines the 
methodology we used for our carbon 
management and reporting processes

Based on the process and procedures they carried 
out REE concluded that there is no evidence that 
the 2020/21 GHG assertion (i) is not materially 
correct and is not a fair representation of GHG 
data and information and (ii) has not been prepared 
in accordance with the ISO 14064 1 and the GHG 
Protocol Corporate Standard.
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NON-FINANCIAL INFORMATION STATEMENT

This statement provides an overview of the information in the annual report on non-financial matters that helps 
readers understand our development, performance, position and the impact of our activity

Our business model 
is focused on value 
creation through 
responsible business, 
a long- term focus, 
engagement with 
stakeholders and 
collaboration.

• Our business model on pages 21 to 27
• Our 2020 to 2025 business plan on page 58 
•  Our vision and strategy on page 20

Our principal non-
financial KPIs

• Our business performance on page 64 

Our principal risks • Our risk management on page 30
•  Our principal risks on page 36.

 
Our key policies, strategies and outcomes on:

The environment • Corporate environmental resilience policy
•  We will deliver an extensive WINEP programme and 

biodiversity improvements on our SSSIs
•  We are part of the water industry’s commitment to 

achieve net zero carbon emissions by 2030
•  We have adopted a carbon reduction strategy for 2020 

to 2025 and are publishing our net zero routemap in July 
2021 to achieve net zero by 2030

•  We manage long-term water resources through our water 
resources management plan

Our 25 year environmental 
plan on page 61. 
Our water resources 
management plan  
on page 60. 

Our employees • Speaking Up (Whistleblowing) policy
• Health, safety and quality policy
• Thrive 365! leadership Charter
• We are a Living Wage employer
•  We achieved IIP silver certification
•  We have a comprehensive Thrive 365! – Health, safety and 

wellbeing strategy including mental health
•  We developed a comprehensive people plan in our 

corporate plan for 2020 to 2025
•  Our responsible business commitments include a 

commitment to ensure fair pay, reward and recognition 
for all our employees and to reduced our gender pay gap

Our people on page 13 and 
page 102.

Social matters • BS 18477 certification on inclusive service provision
•  Our business plan for 2020 to 2025 includes commitments 

on priority service and vulnerability
•  Our vulnerability strategy is designed to increase our 

support to all our vulnerable customers and to help them 
access our support

•  We have adopted 10 responsible business commitments 
which will be delivered under the oversight of our 
responsible business committee 

•  Water industry public interests commitments social 
mobility pledge

How we create value for 
others on page 26. 

The respect for 
human rights

• Ethical purchasing policy
• Modern slavery policy and statement 
•  We monitor our and our supply chain compliance with 

modern slavery legislation
•  Our procurement selection process considers matters 

related to human rights and modern slavery
•  We require our supply chain to apply similar standards  

as ours

Our modern slavery 
statement is available 
online at southeastwater.
co.uk/modern-slavery

Anti-corruption and 
anti-bribery

• Hospitality gratuities and gifts policy
• Conflict of interests policy
• Speaking Up (whistleblowing) policy
•  We provide regular training to our employees on these 

matters
•  We require our supply chain to apply similar standards  

as ours

Every year, we publish a performance, people and planet report with information on our non-financial 
performance and our corporate social responsibility in a clear and accessible format. Our performance, people 
and planet report is at southeastwater.co.uk/performance

Approved by the board and signed on its behalf by:

DAVID HINTON
CHIEF EXECUTIVE OFFICER

15 JULY 2021

https://southeastwater.co.uk/modern-slavery
https://southeastwater.co.uk/performance
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DELIVERING OUR STRATEGY TO FULFIL 
OUR PURPOSE

help society  
and the 
environment 
to thrive

To

Water is vital to life and our society and environment 
need it to thrive. 

Ultimately this is what our purpose is about as quality 
water doesn’t just fall from the sky.

Responsible business commitment Flourishing environment

We are building a future generation schools 
programme to increase knowledge about water and 
the environment and to inspire careers in water.

•   Covid-19 impacted our school visits - but we 
engaged with more than 300 pupils online

•   We worked with National Geographic and three 
other water companies to run the “Big Water 
Quiz” while children were homeschooling

1,172 hectares of land improved through the year 
for biodiversity.

 

We are leading an 
Ofwat innovation 
fund project to use 
citizen science to 
improve waterways

We work in 
partnership to 
protect rare 
species such as the 
wartbiter cricket

Arlington reservoir  
and nature reserve

BIODIVERSITY 

33
Number of Sites of Special Scientific Interest
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POSITION AND PROSPECTS

BOARD STATEMENT ON PERFORMANCE 
POSITION AND DIRECTION
This statement from our board explains how we 
have set our aspirations and how we have performed 
for all those we serve in 2020/21 as required 
under Ofwat’s board leadership, transparency 
and governance principles. It also provides an 
overview of the position of the business at the end 
of the financial year and a forward look on our main 
objectives for 2021/22 for the implementation of 
the corporate plan for 2020 to 2025. 

We provide a service that is essential for society to 
thrive now and in the future. As a board, our main 
goals are to deliver a great service to all our customers 
today and to plan for future water services by 
investing efficiently and protecting the environment.

The Covid-19 pandemic highlighted the importance 
of our public service function. Our priority has been 
to maintain our services to all our customers and 
critical facilities and protect our workforce and the 
public.

As we prepare this statement, we are acutely aware 
of the challenges that the Covid-19 pandemic has 
brought and will continue to bring for the rest of the 
year for our customers, employees and our partners. 

HOW WE SET OUR ASPIRATIONS FOR  
SOUTH EAST WATER

Our purpose is to “provide today’s public water service 
and create tomorrow’s water supply solutions, fairly 
and responsibly, working with others to help society 
and the environment to thrive”.

It is what guided us when setting our aspirations, 
strategy and our objectives for 2020 to 2025. This 
includes finding opportunities to have a positive 
impact on society and the environment as we provide 
our public water service.

To transform these aspirations into actions, we have 
created a five year corporate plan in which we have 
adopted service targets that will require us to keep 
delivering significant service improvements every 
year during 2020 to 2025 and 10 responsible business 
commitments to improve and measure our impact 
on society and the environment which we will review 
regularly to ensure they remain up to date and 
continue to reflect stakeholders’ expectations.

A regulated water company must have an ethical and 
inclusive culture of public service guided by a strong 
sense of purpose. This means that to deliver the best 
service possible and to face challenges (our own and 
global ones such as climate change), we must have an 
integrated approach and we must work with and learn 
from our customers and all other stakeholders. We 
refer to this as “integrated thinking” and “stakeholder 
inclusiveness”.

Last year, we adopted a corporate governance 
framework that is centred on purpose, culture, 
integrated thinking and stakeholder inclusiveness, 
and as we had committed to do, we have now adopted 
new articles of association that embed our purpose 
and revised directors’ duties. 

Our four strategic themes on which our business plan 
is based are detailed pages 101 and 102.

COMMUNITY AND  
CONSUMER FOCUSED

Being a business that understands our customers
Our corporate plan for 2020 to 2025 is built 
around customer satisfaction. We have evolved 
our approach to measuring customer satisfaction 
that we introduced in 2015, and have developed an 
innovative approach to measuring satisfaction based 
on attitudinal segments. This will help us understand 
the needs of all our customers and make sure we 
go beyond delivering what the ‘average’ customer 
wants. Our customer insight team has been set up to 
continuously engage with our customers and other 
stakeholders and to act on the feedback we receive.

Being a business that supports our vulnerable 
customers
We have stretched our performance and ambitions 
with six new performance commitments specifically 
around vulnerability. These have been co-created 
with our customers, stakeholders, employees and our 
CCG; so too has the strategy that underpins these 
performance commitments.

We have published our vulnerability strategy and 
we were the first water company to achieve the BS 
18477 certification demonstrating that we provide 
an inclusive service for customers with vulnerable 
circumstances. 

We are working with other utilities and charities to 
promote our Priority Service Register and the other 
support we provide vulnerable customers. We share 
experience and insight on how we can improve our 
support and engage with customers we have not 
been able to reach before.

Being a business that supports our community
Supporting our communities is part of our responsible 
business commitments with the development of 
a future generation schools programme on water, 
creating more partnership community projects on 
water use and vulnerability and supporting the tap 
water refill campaign to reduce plastic bottle use.

FLOURISHING  
ENVIRONMENT

Being a business that enhances the environment
Operating in an environmentally diverse and water 
stressed area, we need to make the right choices for 
our local communities and the environment. 

We have a significant environmental programme 
to deliver and have developed a suite of six new 
performance commitments that recognise the 
influence we can, and should, have on landowners, 
other water users and abstractors to make water 
catchments more resilient to drought, while also 
ensuring we enhance habitats to give wildlife an 
opportunity to thrive.

We intend to build on the partnership approach we 
have developed over the previous regulatory period 
to achieve these ambitions as we know our shared 
experience and knowledge of the environment is key.

Being a business that plans for the environment
To support our environmental ambitions and to 
provide a long term view on all aspects of the 
environment, we are creating a 25 year environment 
plan, the first of its type in the industry. This plan aligns 
with Defra’s 25 year environment plan and ensures 
we manage our interaction with the environment in a 
holistic and co-ordinated way. 

We have also expanded our reporting on carbon 
emissions to meet new requirements and also 
started to implement the recommendations of the 
Task Force on Climate-related Financial Disclosures 
(TCFD) which we will develop further in 2021/22 in 
conjunction with our new adaptation plan which we 
will publish by December 2021.

We are defining how to use natural accounting to 
integrate considerations of the natural capital in 
our business decisions and in particular on capital 
investment decisions to ensure the most sustainable 
solutions are adopted. We have a commitment to 
significantly increase our use of renewable energy 
and are publishing our net zero routemap in July  
2021 which explains how we intend to reach net zero 
by 2030.
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THRIVING  
PEOPLE

Being a business where the people we work with thrive
We have set an ambitious five year people plan 
to build a culture which inspires excellence in its 
people. It is based on four strategic pillars which are 
key aspects of our culture and identify drivers for  
delivery and measures of success. 

We want to create a thriving, resilient and inclusive 
environment with respect at its core and where 
diversity of thinking is valued. To this end our people 
plan has identified relevant actions we will take as 
part of our wellbeing strategy, to encourage social 
mobility and inclusion, to attract and recruit new 
talent and to improve skill transfers and develop 
mentoring.

We want to develop behaviours and capabilities in our 
workforce that will create a high performance culture. 
This will be achieved by developing leaders who help 
others reach their potential, by upskilling managers 
and employees for continuous improvement, by 
building a resilient workforce through learning and 
development, and by enhancing our engagement 
with employees.

We want to improve the performance of our business, 
continuously striving to meet and exceed company 
targets and employees expectations. Our action 
plan in this area targets business efficiency through 
our structure and working arrangements, improving 
onboarding and employee experience, improving 
the support to our managers through dedicated 
Human Resource and Organisational Development 
business partners, systems and automation and the 
development of new metrics.

Future proofing our business is the fourth priority of 
our people plan making sure that our workforce is 
able to respond to the changing expectations of the 
business and that the business is able to respond to 
the expectations of its people. In this area our people 
plan focuses on agile working, reward strategy and 
providing future opportunities including through 
succession planning or to ensure we have the skills 
we need for the future.

This plan also sets out how we are delivering our 
responsible business commitments on fair pay, reward 
and recognition and on health, safety and wellbeing.

TRUSTED  
BUSINESS

Being a responsible and transparent business
We are entrusted to deliver a continuous supply 
of safe, wholesome drinking water direct to our 
customers’ homes. We will keep the trust of the 
public in our business with great service and high 
standards of governance and transparency. 

The business already has a well-developed culture 
driven by public service values but we explain below 
how we are strengthening our public service culture. 
In the related field of ESG performance, this year we 
achieved the top position in our peer group under 
the GRESB benchmark.

Our package of responsible business commitments is 
intended to reflect the actions and behaviours that 
our customers and stakeholders expect a responsible 
business to display across our four strategic themes. 
Among these, our commitment to trusted corporate 
governance and transparency of reporting seek 
to ensure that our standards of conduct and the 
transparency of the information we provide meet the 
expectations of stakeholders.

Our remuneration committee has designed and 
adopted a new bonus scheme for 2020 to 2025 
that reflects the importance of service delivery 
to customers and of our commitments to act 
responsibly. It includes metrics in relation to outcome 
delivery incentives (ODIs), environmental, social and 
governance matters, financial and personal objectives. 
Our ESG metrics put into practice our aspiration to 
include broader stakeholder considerations in the 
design of our incentives. This annual report includes 
an entirely revised directors’ remuneration report 
which sets our remuneration policy and how it was 
applied in detail on page 146.

We also explain how we take into account the interest 
of customers and other stakeholders in our section 
172(1) statement on page 82.

Our dividend policy sets out principles and 
considerations we must have regard to when 
authorising dividends in relation to our financial 
obligations and financial resilience, the interests of 
employees, the ability of the company to finance 
current and future investment, and performance 
against our commitments. It is published on our 
website at: corporate.southeastwater.co.uk/about-
us/our-governance

We are also playing an active role regionally in 
relation to the impact of housing growth on water 
engaging with relevant stakeholders such as planning 
authorities to make sure these issues are considered. 

Being an innovative business
Maintaining trust also means being able to innovate 
to improve and continue to provide a great service 
in the future. We have developed a focused 
innovation strategy which targets our customers’ and 
stakeholders’ priorities where we can make the most 
difference. 

We have developed a number of innovation tools 
to help us deliver our stretching performance 
commitments for the next five years and beyond.

HOW WE HAVE PERFORMED FOR THOSE WE 
SERVE IN 2020/21
During 2020/21 our main priority has been to maintain 
our essential service throughout the pandemic and 
to adapt quickly to the challenges it presented. 

Our second priority has been to support customers 
who needed it the most. We have reached out to 
more of them in partnership with charities, other 
water companies and utilities. We provided financial 
assistance in the form of payment holidays and 
many more customers benefited from our social 
tariff. We also encouraged more people to join our 
Priority Services Register reaching more than 29,000 
households or 3.3 per cent of our customer base. We 
have recently passed the BSI audit on our services 
for vulnerable customers which confirmed our 
accreditation to the standard.

Our aim was also to start delivering our performance 
commitments, our investment programme and 
strategy for the next five years as we would have 
done in normal circumstances, acknowledging that 
we would face many challenges and that we would 
have to adapt and be agile to achieve our goals.

Despite the challenges, we have made good progress 
in many areas. We highlight below key elements 
relating to performance that are of particular interest 
to our customers and stakeholders. 

Our performance in detail
We include more information on our performance 
during the year:

•  in the Chief Executive Officer’s Introduction on 
page 12

•  in our business performance section on page 64

•  in tables 3A to 3H of the annual performance 
report on page 300

This year we have created a microsite for our 
performance, people and planet report which 
provides detailed information on our performance 
and our corporate social responsibility in a clear, 
accessible and interactive format. Our microsite is 
available at: 

   performance.southeastwater.co.uk 

Our performance can be compared with other water 
companies by visiting www.discoverwater.co.uk which 
has been developed to provide more transparency 
on the performance in the industry. This is an 
important tool to enable stakeholders to compare our 
performance to ensure we are striving for continuous 
improvement and stretching ourselves to be providing 
the best possible service.

POSITION AND PROSPECTS continued

http://www.discoverwater.co.uk
corporate.southeastwater.co.uk/about-us/our-governance
https://performance.southeastwater.co.uk
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Challenges that affected delivery to our 
customers in 2020/21
Among many challenges during the year, we faced 
unprecedented water demand in August 2020 
due to the combination of a significant increase in 
underlying demand for water as more customers 
were staying at home and exceptional peak demand 
due to high temperatures. 

According to the Met Office, the heatwave in August 
2020 was one of the most significant heatwaves to 
affect southern England in the last 60 years. It saw 
a combination of both unusually high temperatures 
and sustained duration for approximately a week, 
with the highest temperatures in London and the 
south-east.

This resulted in demand exceeding our capacity to 
provide enough water in certain parts of our network. 
This was a difficult situation for the customers 
affected who went without water for too long despite 
our preparation to increase production and early 
messaging encouraging customers to save water. We 
have reviewed this incident to learn from it and be 
able to improve our readiness and response to similar 
events in the future.

A major reservoir in Aylesford was affected by 
multiple sinkholes resulting in loss of water and the 
unavailability of the reservoir. Remedial works to bring 
the site back in operation have been fast tracked and 
work on an additional urgent scheme at the site of 
the future Butler WTW started quickly. 

Performance highlights in 2020/21 
•  customer measure of experience  

Our combined C-MeX score has improved this 
year, with a final score of 80.70 out of 100 but 
our final ranking is not yet know and will be 
determined by Ofwat after the publication of 
our annual report. We also maintained an upper 
quartile position in the CCW report on complaints 

•  leakage  
The amount of treated water leaking from our 
network is a key area customers want us to 
tackle. This year we have beaten our leakage 
target for the 19th year in a row. Our target for 
2020/21 was to reduce our annual leakage rate to 
95.2 million litres a day (Ml/d) and we reduced our 
leakage rate to 92.67 Ml/d. We also have a three 
year rolling average target of 94.9 Ml/d and we 
achieved a lower level of leakage of 94.1 Ml/d

•  taste, odour and appearance of water  
We have met our targets relating to the 
appearance and the taste and odour of water 
which we measure by the number of contacts 
we receive from customers. For appearance our 
target was to receive less than 1.09 contacts 
per 1,000 population and during the 2020 
calendar year we received 1.00 contacts per 
1,000 population. For taste and odour our target 
was to receive less than 0.42 contacts per 1,000 
population and we finished the 2020 calendar 
year with a contact rate of 0.34 per 1,000 
population

•  catchment management  
Under our catchment management programme 
we actively engage with farmers and landowners 
to prevent pesticides, soil and fertiliser washing 
from fields into the rivers and aquifers we take 
water from. During 2020/21 we targeted working 
with farmers and landowners who manage a total 
of 2,843 hectares of land and we outperformed 
this measure achieving a total of 2,858 hectares 
of managed land

•  biodiversity  
Owning or managing 33 sites of Special 
Scientific Interest, a National Nature Reserve, 
two local nature reserves and numerous Areas 
of Outstanding Natural Beauty we work with 
Natural England to provide net biodiversity gains 
during this five year period. We had a target to 
undertake improvements on 1,166 hectares of 
land during 2020/21 and we outperformed this 
target, undertaking improvements on 1,172 
hectares of land

•  WINEP  
Under the Water Industry National Environment 
Programme (WINEP) we must deliver 60 
improvement schemes between 2020 and 2025 
enhancing the natural environment and ensuring 
the water we take does not have a negative 
impact on the environment. Our first target is 
to complete 43 projects in 2021/22. In advance 
of programme, nine projects were signed off 
by the Environment Agency this year, most of 
them relating to sustainable water abstraction. 
We expect to complete a further 34 projects 
next year, reaching our target of 43 schemes 
completed by the end of 2021/22

•  our “CatchmentLIFE”  
Project has been selected as a winner of the first 
round of Ofwat Innovation in Water Competition 
as one of 11 projects out of 61 entries. We also 
participate in another selected project led by 
Severn Trent Water on vulnerable customer 
engagement

We are not complacent and are aware there’s still work 
to do to improve areas such as customer complaints 
and increase our customer satisfaction scores further. 
We set out below our main objectives for 2021/22.

OUR OBJECTIVES FOR 2021/22
As we make this statement, the vaccination campaign 
has progressed well in the UK and the planned lifting 
of the Covid-19 restrictions announces a return 
to more familiar ways of operating. Our first task 
will be to manage the transition out of lockdown 
acknowledging that things will be different than they 
were before the pandemic. 

We are getting ready for a return to more usual 
working practices at our operational sites and offices 
but are also working on an “agile working” plan 
that builds on the practical experience we acquired 
during the pandemic and responds to the aspirations 
of our workforce. We will also continue to ensure 
that our people are safe and to promote a working 
environment that supports wellbeing.

We are also getting ready to operate in an 
environment that will remain challenging and 
potentially unpredictable. 

We expect that the changes to working practices 
and mobility induced by the Covid-19 pandemic will 
persist to a degree and that the underlying demand 
for water from our customers will continue to be 
higher than before the pandemic.

The economic impact of the pandemic on our 
customers will also persist in 2021/22 and we will 
continue to provide additional support to those of 
our customers who need it the most either financially 
or through our priority services. We will pursue a 
sensitive policy of payment collection. 

Our “licence to operate” relies on us getting the 
basics right by delivering our core services well 
and constantly improving. This means that we will 
continue to focus our efforts on the fundamentals 
of reliable water supply, high quality drinking water, 
excellent customer service and driving down leakage.

POSITION AND PROSPECTS continued
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LONG-TERM VIABILITY STATEMENT

To prepare our long-term viability statement, we 
have conducted our long-term viability assessment, 
taking into consideration our business model, our 
current financial position, and principal risks that can 
affect our business.

We are a regulated long term utility business 
characterised by multi-year investment programmes 
and stable revenues. The water industry in England 
and Wales is currently subject to economic 
regulation rather than market competition and 
Ofwat, the economic regulator, has a statutory 
obligation to ensure that water companies are able 
to finance their appointed activities. Ofwat meets 
this obligation by setting price controls for five-year 
Asset Management Periods (‘AMPs’). This mechanism 
reduces the potential for variability in revenues from 
the regulated business. The current AMP (AMP7) runs 
until March 2025. 

Our assessment of the current financial position is set 
out on page 73.

Our long-term viability assessment reviewed the 
company’s prospects and considered the principal 
risks and uncertainties, including the ongoing 
impacts of Covid-19. Downside sensitivities have been 
developed based on an assessment of the likelihood 
and financial scale of these principal risks. Stress 
tests have been performed based on these downside 
sensitivities (individually and in combination) to 
assess the potential impacts of these risks and 
uncertainties. The financial projections considered 
include the PR19 regulatory mechanisms such as cost 
sharing and inflation. The assessment also considered 
the mitigating actions that might be taken to reduce 
the impact of such risks and uncertainties and the 
likely effectiveness of mitigating actions. Additional 
detail on the downside sensitivities tested is set out 
below.

ASSESSMENT PERIOD
We have considered the appropriate length of time 
over which to provide the viability assessment. In 
making an assessment, we have taken account of the 
balance between the length of the period assessed 
and robustness of such analysis, alongside guidance 
from Ofwat. In considering our outlook period we 
had regard to the long term nature of our business 
and the characteristics of our regulatory regime 
described above. 

On the recommendation of the audit and risk 
committee, and in line with Ofwat’s guidance, we 
have assessed the prospects of the company over a 
period of 10 years to March 2031. 

Analysis of resilience extending beyond 2025 remains 
subject to greater uncertainty surrounding the 
assumptions underpinning financial projections for 
the AMP8 price control period, with greater variability 
of potential outcomes. 

Uncertainties arising from market competition within 
this period have been taken into consideration but do 
not affect the result of our assessment. This is due to 
the fact that monopoly activities form the main part 
of the business of the company. 

REGULATORY MECHANISMS
The financial projections considered include the 
mitigation through the PR19 regulatory mechanisms 
such as cost sharing and the RPI/CPIH wedge. These 
result in adjustments to AMP8 revenues and opening 
RCV where ex post projections are not in line with ex 
ante allowances. 

However, the penalties associated with the Gearing 
Outperformance Sharing Mechanism are not included 
in line with the latest regulatory precedent set by 
the CMA PR19 FD. The inclusion of the associated 
penalties was tested as a separate sensitivity and this 
did not result in material deterioration of financial 
resilience.

ASSESSMENT RESULTS AND 
MITIGATION STRATEGY
The results of our assessment revealed that none of 
the stress-testing scenarios would lead to a default 
event in servicing the company’s debt, nor would 
they lead to adverse impacts on customer service or 
the company’s ability to carry out normal operational 
activities. 

Our securitised financing arrangements include 
covenants with trigger thresholds which are reported 
bi-annually. The baseline plan, incorporating the 
expected impact of Covid-19, shows sufficient 
liquidity and clear headroom for debt covenants, 
when considering trigger thresholds.

Given the change in demand patterns driven by 
Covid-19, one of our top priorities for customers 
will be to improve our resilience in case of incidents 
and/or extreme weather events to avoid or limit the 
duration of interruptions. This involves:

•  bringing our Aylesford reservoir back in service 
and delivering a fast track resilience scheme 
on the site of the future Butler WTW for the 
summer of 2021

•  continue to refine our operating plans to manage 
peak demand in sensitive areas of our network 
and continue to improve the understanding of 
the system across operational teams to facilitate 
an optimum use of the water supply system

•  develop our cross-skilling programme to improve 
the resilience of operational teams and facilitate 
collaboration

•  continue to improve the structured management 
of all incidents, small and large, to ensure all 
issues are resolved as quickly as possible limiting 
their impact on customers

•  do more to help customers reduce their water 
use during dry periods so that we keep demand 
to a sustainable level both in terms of our ability 
to supply and of impact on the environment, 
including ensuring that our communication 
strategy is timed to pre-empt customers’ 
behaviours and that the strength of our 
messaging increases as required

•  continue to develop a company-wide system 
approach to network management and operational 
resilience in the short, medium and long term 
including additional network connectivity

Customer trust requires both reliability of supply 
and excellent customer service. Our action plan for 
2021/22 includes a number of initiatives to improve 
customer experience and our C-MeX performance:

•  we will develop an overarching customer digital 
strategy and customer communication platform 
to improve self-service and accessibility of our 
services for customers

•  we will continue to deliver our vulnerability 
strategy whilst ensuring it remains current and 
still meets stakeholders’ expectations

•  we will work to improve customer satisfaction 
across all segments implementing the programme 
of action that was developed this year 

Our other key objectives for 2021/22 are to:

•  continue to work to improve our ranking position 
across key comparative measures 

•  continue to work on reducing per capita 
consumption via behavioural changes. As part 
of this programme of work we have already 
launched a “My Account” update which enables 
customers to compare water usage to spot if 
they are using a high amount

•  continue the development of our smart network 
strategic plan for AMP7 and AMP8

•  continue to implement our calm network plan

•  continue to roll out our leakage strategy and 
customer side leakage reduction programme

•  continue to deliver our environmental 
programme to meet our commitments on 
catchment management, sustainable abstraction 
and biodiversity improvements

Our business also need to work today for a long term 
sustainable water supply. In 2021/22 we will:

•  continue the preparation of our water resources 
management plan reflecting the regional plan 
being developed for the south east of England

•  continue to reduce our carbon emission including 
by transitioning to new renewable sources of 
energy produced by schemes that we have 
contributed to develop

•  publish our net zero routemap and our 
adaptation report as well as developing our 
reporting under TCFD

•  continue to develop our 25 year environmental 
plan in consultation with our stakeholders and 
partners

Over the coming year we will continue to build on the 
performance improvements we have made over the 
last 12 months.

POSITION AND PROSPECTS continued
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However, in the absence of any mitigating action 
being taken, the most severe, but plausible, scenario 
modelled indicates a breach of the trigger threshold 
in the adjusted interest cover ratio covenant for the 
years ending March 2024 and March 2026. This is not 
an event of default threshold. Any such breach of 
the trigger threshold would activate initial creditor 
protections under the terms of the securitised financing 
arrangements, which are designed to maintain the 
company’s creditworthiness without disrupting its 
ability to trade, such as restrictions on dividends. 

None of the scenarios resulted in an impact on our 
expected financial metrics that cannot be reasonably 
mitigated using the existing safeguards within our 
financing structure. 

The assessment also considers potential mitigating 
actions that we could undertake to reduce the 
impact of the sensitivities considered. 

The directors have identified actions, including 
reducing discretionary outflows of funds and working 
with providers of finance, that would be available to 
mitigate the impact of adverse outcomes.

As part of the assessment of the resilience of the 
company and the regulated business we take into 
account the impact of the overall group structure 
and intra-group transactions. The resilience and 
viability of the group is assessed on a continuous  
basis including any implications of the financial 
projections of the wider group for the regulated 
business and vice versa. We have not identified any 
issues from our recent analysis of viability across the 
group that are likely to impact on the resilience of 
South East Water. 

STRESS TESTING
We review and consider the risks to which the business 
is exposed and potential impacts on viability on an 
ongoing basis; this includes structured, systems-
based risk identification processes and management 
controls, robust budgeting and forecasting and 
continuous sensitivity analysis.

Principal risks represent all factors that could 
prevent us from delivering our strategic objectives 
and business plan. As a result, not all principal risks 
translate directly into a downside sensitivity. We have 
considered the principal risks and uncertainties for 
the company and their potential impact on viability. 
Where it is assessed that (1) a principal risk is likely to 
occur and (2) the financial impact could be material, 

the implications for financial resilience are assessed 
in the long-term viability statement through defined 
downside sensitivities.

Based on the principal risks, we have identified below 
the relevant risk factors that can cause negative 
impacts on the financial position of the company. We 
then construct downside sensitivities focusing on 
different combinations of the risk factors. 

Our sensitivities combine qualitative and quantitative 
criteria and cover the following risk factors to assess 
their impact on liquidity and compliance with 
financial ratios until March 2031:

•  Outturn inflation under forecast: 
  Inflation risk primarily relates to the fact that 

the price control is in real terms and the allowed 
revenue moves up by a designated inflation 
figure (CPIH for PR19) while some of the costs 
are fixed in nominal terms. This means that when 
inflation is lower than was assumed when the 
real-terms costs were calculated, the company 
will face the risk of underfunding on these 
elements.

•  Interest rate above forecast: 
  Interest rate risk can result in an increase in 

borrowing rates for new debt raised, and it can 
increase the borrowing cost for any floating rate 
debt. 

•  ODI penalties: 
  The effect of ODI penalties as a result of 

unexpected adverse events can materialise 
within the AMP7 period, which have been 
considered in our assessment.

•  Totex overspend: 
  Totex overspend is a risk that we have assessed 

carefully, when considering scenarios of company 
underperformance as well as unexpected costs 
due to severe weather-related incidents.

•  Retail cost overspend: 
  Retail cost to serve forms a part of the allowed 

revenue, which the company may underperform 
against for reasons such as cost escalation and 
bad debt.

Our downside sensitivities include individual and 
combination scenarios that we considered to be 
severe but plausible. These are summarised in the 
following table:

LONG-TERM VIABILITY STATEMENT continued

Sensitivity tested Specification of sensitivity Related principal risks

Macroeconomic 
shock - High 
inflation and 
interest/low 
inflation and 
interest 

The company’s revenues are linked to inflation. Low or 
negative inflation tends to adversely impact profits and 
cash flows as decreases in revenues exceed decreases in 
costs. We have assessed the effects of +/- 1.5% RPI, CPIH 
and interest rates in AMP7.

Macroeconomic risks
Financial resilience

Totex  
underperformance

Significant overspending could result in a deterioration in 
financial metrics and performance, which could impact on 
the company’s liquidity and credit rating. We have assessed 
the impact of a 3.3% additional overspend on totex (2.3% 
capex, 4.3% opex) in each remaining year of AMP7.

Strategic asset failure 
and major operational 
incident
Failure to meet the peak 
demand for water
Climate change
Failure to deliver 
business plan and 
to meet regulatory 
outcomes

ODI penalty Failure to deliver performance at the committed level  
can lead to significant ODI penalties. We have assessed  
the impact of penalties equivalent to an additional  
£9 million per year. 

Strategic asset failure 
and major operational 
incident
Failure to meet the peak 
demand for water
Climate change
Failure to deliver 
business plan and 
to meet regulatory 
outcomes

Sustained adverse 
conditions

The company’s risk management process has identified a 
number of risks including a deflationary environment. This 
scenario considers a combination of low inflation and cost 
overspending. Significant overspending could result in a 
deterioration in financial metrics and performance, which 
could impact on the company’s liquidity and credit rating. 
We have assessed 3.3% wholesale totex under-performance 
(2.3% capex, 4.3% opex) and ODI equivalent to £9 million per 
year for the next three years of AMP7 alongside a reduction 
in RPI and CPIH of 1.5% for the next three years.

Strategic asset failure 
and major operational 
incident
Failure to meet the peak 
demand for water
Climate change
Failure to deliver 
business plan and 
to meet regulatory 
outcomes
Macroeconomic risks
Financial resilience

Pervasive  
underperformance

The company’s risk management process has identified 
a number of risks including extreme weather events and 
failure of key assets that might have a significant impact on 
the company’s operational and financial performance.
This sensitivity will focus on shorter-term external shocks 
potentially caused by the wider economy, weather 
conditions, or a combination of the two, leading to short-
term adverse effects on multiple risk factors.
We have assessed an additional 3.3% wholesale totex under-
performance (2.3% capex, 4.3% opex) and additional £9 
million ODI penalties per year for the rest of AMP7.
£1.8 million retail opex overspend in 2021/22 relating to 
additional bad debts. 

Strategic asset failure 
and major operational 
incident
Failure to meet the peak 
demand for water
Climate change
Failure to deliver 
business plan and 
to meet regulatory 
outcomes
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Description
Related scenarios/
downside sensitivities Potential mitigating actions

Change in inflation 
or interest rates 

Sensitivity 1  
High inflation and 
interest rates
Sensitivity 2 
Low inflation and 
interest rates

Reduce discretionary expenditure.
Reduce working capital to support cash flow.
Consider a temporary reduction in or re-phasing of dividends.

Under-
performance on 
ODIs

Sensitivity 4 
ODI penalties
All combination 
downside sensitivities

Reduce discretionary expenditure to cover costs relating to 
penalties.
Discuss the impact of debt covenants with lenders and seek a 
temporary waiver if required.
Consider a temporary reduction in or re-phasing of dividends.

LONG-TERM VIABILITY STATEMENT continued

MITIGATING ACTIONS
In the event of more extreme but low likelihood 
scenarios occurring, there are a number of key 
mitigations available.

The regulatory framework includes mechanisms 
to adjust future revenues and regulatory capital 
value (RCV) to partially offset under recovery when 
compared to the Final Determination. As well as the 
protections that exist from the regulatory framework, 
a number of actions are available to mitigate more 
severe scenarios, which include the raising of new 
finance; capital programme deferral or reduction of 
discretionary expenditure to cover costs relating to 
penalties; considering efficiency programmes which 

VIABILITY STATEMENT
The board has assessed the viability of the  
company over a 10 year period to March 2031, 
taking into account the company’s current position, 
principal risks, and effectiveness of any potential 
mitigating actions. Based on that assessment, the 
directors have a reasonable expectation that South 
East Water will be able to continue to operate and 
meet our obligations over the period to March 2031.

GOVERNANCE AND ASSURANCE
The analysis underpinning this assessment has been 
through a robust internal review process. The board 
has reviewed and discussed the process undertaken 
by management, and also reviewed the results of 
the stress tests performed including the key credit 
financial ratios, the company’s liquidity, and ongoing 
ability to meet its financial covenants.

The board also provides robust internal assurance by 
reviewing and challenging the stress test scenarios 
selected and risk mitigation strategies. As part of  
the assurance process, the board has taken into 
account the principal risks and uncertainties facing 
the company, and the actions taken to mitigate 
those risks.

The board reviews and approves the medium-term 
plan on which this viability statement is based. The 
board also considers the period over which the 
assessment of prospects and viability statement 
should be made. 

seek to reduce costs and bring costs in line with 
regulatory allowances; discussing the impact on debt 
covenants with lenders and seek a temporary waiver if 
necessary; the temporary restriction or re-phasing of 
dividend payments; and accessing additional equity.

For each scenario and sensitivity, we have considered 
and identified appropriate mitigations in the event 
that a severe scenario or sensitivity used for stress 
testing were to result in a significant deterioration 
in projected financial metrics. The table below 
illustrates the relevant financial mitigating actions 
which would be considered in each scenario.

The audit and risk committee supports the board 
in performing this review. In addition, our external 
auditor, Deloitte, reviews this viability statement and 
the outputs of our stress testing as part of its normal 
audit procedures. It considers whether these are 
consistent with the directors’ conclusion with respect 
to business viability, and if the processes undertaken 
are sufficient to support the statements made.

Their audit report, including comments on the 
viability statement, is set out in the annual report on 
pages 174 to 185.

GOING CONCERN STATEMENT 
In preparing the financial statements the directors 
considered the company’s ability to meet its debts as 
they fall due for a period of one year from the date 
of this report. This was carried out in conjunction 
with the consideration of the long-term viability 
statement above. The directors have also considered 
the discussions that are on-going for the replacement 
of the revolving credit facility which has received 
credit approval and will be completed in 2021. On this 
basis the directors considered it appropriate to adopt 
the going concern basis in preparing the financial 
statements.

Sensitivity tested Specification of sensitivity Related principal risks

Severe downside The company’s risk management process has identified 
a number of risks including extreme weather events and 
failure of key assets and that might have a significant 
impact on the company’s operational and financial 
performance.
The combined scenario represents a situation where several 
of the severe scenarios above occur simultaneously.
We have assessed 7% wholesale totex underperformance 
(6% capex, 8% opex) and additional £13 million ODI 
penalties per year for the next three years.
c. £2.3 million retail opex overspend for the next three years 
relating to additional bad debts.

Strategic asset failure 
and major operational 
incident
Failure to meet the peak 
demand for water
Climate change
Failure to deliver 
business plan and 
to meet regulatory 
outcomes

Description
Related scenarios/
downside sensitivities Potential mitigating actions

Higher costs than 
PR19 FD

Sensitivity 3 
Totex 
underperformance 
All combination 
downside sensitivities

A reduction in discretionary expenditure.
Consider efficiency programmes which seek to reduce costs and 
bring costs in line with regulatory allowances.
Consider a temporary reduction in or re-phasing of dividends.
Discuss the impact of debt covenants with lenders and seek a 
temporary waiver if required.

Severe event 
– relating 
to weather, 
operational 
failure, or another 
exceptional event

All combination 
downside sensitivities

Consider efficiency programmes which seek to reduce costs and 
bring costs in line with regulatory allowances.
Reduction of discretionary expenditure.
Reduce working capital to support cash flows.
Consider a temporary reduction in or re-phasing of dividends.




