
Delivering for our customers now 
yet firmly focused on the future

The regulator has identified four key 
themes – great service, long-term 
resilience, innovation and affordability 
for all – which it expects to underpin 
the plans of all companies. These 
themes are already at the heart of 
our long-term vision, are being 
championed throughout the Company 
and are strongly supported by our 
non-executive directors. Our next 
five-year plan offers the opportunity 
to make significant progress against 
our objectives.

The price review covering 2015-20 
(PR14) created important improvements 
in terms of customer engagement 
and as a result better quality Business 
Plans. For PR19, the bar is set even 
higher and we have made a step-
change in the reach and depth of our 
customer engagement programme 
to stimulate discussion and gather 
meaningful feedback. Our engagement 
work is being closely scrutinised by our 
independent Customer Scrutiny Panel 
(CSP), chaired by Graham Hanson (read 
more from Graham on page 30). This 
independent challenge and ongoing 
constructive discussion is an important 
part of the review of our broad 
approach and assessment of the quality 
and depth of our engagement. As we 
finalise our plan later this year the CSP, 
as well as the board of directors, will 
be looking to ensure that our activities 
and the targets we set ourselves are 
appropriate and genuinely deliver what 
our customers have told us they want. 

Our customers’ priorities also define our 
current focus, which is based on six key 
aims. To achieve each one, progress is 
measured against 23 targets and you 
can read more about our results in the 
performance report on pages 10 to 21. 
There have been some challenges, but 
plenty to be pleased about too, notably 
the minimal impact on our customers 
during the ‘big freeze’ in March. Around 
the country, thousands of people 
were left without water as pipes burst 
due to large swings in temperature. 
In contrast, only four of our customers 
were affected which is testament to the 
targeted investment that is made in the 
network as part of our programme to 
ensure all our assets are sustained and 
improved over time. That said, I would 
like to apologise to the four households 
affected for the inconvenience they 
suffered. A number of customers also 
suffered leaks from their own pipes, 
which drove a significant increase in 
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accountable, accessible 
local company, trusted 
to provide an essential 
public service.
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At the end of the third year in 
the current five-year regulatory 
period, we remain focused on 
delivery of the promises we made 
to our customers in our current 
Business Plan. At the same time, 
our attention has turned towards 
the development of our Business 
Plan for 2020 to 2025. Ofwat's (the 
industry regulator) methodology 
and expectations for the five-year 
price review covering 2020-25 
(known as 'PR19') rightly challenges 
all companies and we continue to 
support the focus on delivering 
more of what matters to customers.
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the demand for water in many areas. 
Pleasingly though, despite this, we have 
still managed to ensure our leakage 
remained below the maximum allowed 
level by the regulator for the nineteenth 
successive year and maintain our 
industry leading position. However, 
there is no room for complacency. 
Leakage is understandably an ongoing 
concern for customers and the 
Company alike and we are determined 
to invest more during 2020-25 to 
reduce it further.

Regrettably, our performance against 
the Service Incentive Mechanism (SIM) 
has not improved this year. SIM was 
introduced by Ofwat in 2011 to allow 
service comparisons across water 
companies, with good performers 
being rewarded and the poor receiving 
penalties. For three years now we have 
been in the bottom quartile of the 
industry league table which of course is 
unacceptable to us and our customers. 
Work has been done to help improve our 
position and we believe we are heading 
in the right direction – more than 90 
per cent of customers tell us they are 
happy with what we do – but our score 
does not yet reflect the commitment of 
our employees to provide great service, 
time and time again. The Board remains 
committed to ensuring that all the 
improvements being made – including 
significantly increased investment in 
the latest digital technology – result in 
improved customer service and higher 
scores. We will continue to monitor 
progress closely and you can read more 
from Head of Retail Services Dan Lamb 
on page 19.

In January, the media was reporting 
on the likelihood of hosepipe bans this 
summer, following a second successive 
dry autumn in the south east, when 
water sources are normally replenished. 
The weather being outside of anyone’s 
control highlights the importance of long-
term planning to ensure there is enough 
water for everyone in the future. This year 
we published our draft Water Resources 
Management Plan which looks 60 years 
ahead and considers a range of factors 
we need to prepare for. In the here 
and now, the aim of two of our major 
projects is also to help secure resilient 
water supplies for many years to come. 
The upgrade of our Woodmansterne 
Treatment Works – the single biggest 
investment in the current regulatory 
period – will increase its output by 50 
per cent later this year. Successfully 
laying a new trunk main along the A217 
between Burgh Heath and Nork has been 
extremely challenging (read more on 
page 17) but is crucial in enabling us to 
move more water around our network, 
particularly during a drought. 

The water industry has also found itself in 
the headlines for other reasons, namely 
the legitimacy debate and concerns on the 
transparency of water company capital 

structures and governance practices. 
There is a balance to be struck and I 
know SES Water places great emphasis 
on being an accountable, accessible 
local company, trusted to provide an 
essential public service. We are taking 
the importance of being a respected 
corporate citizen in the eyes of our 
customers and the broader public at large 
very seriously indeed. We recognise that 
our current level of gearing has caused 
concern and we intend to address that 
during the coming year. We welcome the 
spotlight on transparency in the industry 
– read more from our independent non-
executive directors on page 09.

Our financial performance remained 
healthy this year. Turnover increased 
to £65.0 million (2017: £64.7 million). 
Operating costs increased to £45.1 million 
(2017: £43.5 million). Operating profits 
decreased by £1.3 million to £19.9 million 
(2017: £21.2 million). Interest charges 
increased by 31 per cent to £12.1 million 
(2017: £9.2 million) largely as a result of 
higher inflation increasing the indexation 
charge on our £100 million index-linked 
bond. Interest receivable and similar 
charges generated £0.7 million (2017: 
£0.9 million). As a result, profit before tax 
fell by £2.4 million to £10.5 million (2017: 
£12.9 million). This also included a gain of 
£2.0 million for the sale in April 2017 of 
the Company's right to trade with non-
household customers to an associated 
company, SES Business Water. Our 
accounting tax charge for the year 
was £1.1 million (2017: £0.4 million).

Finance and Regulation Director John 
Chadwick let the Board know some time 
ago that he intended to retire this year 
and I am delighted that Paul Kerr has 
joined as his successor, bringing with 
him a wealth of industry and financial 
experience at what is a very important 
time for the Company. John has been a 
tremendous asset to the Company since 
he joined in 2009 and I am glad to take 
this public opportunity to thank him for 
all his hard work over the nine years he 
has been at SES Water.

My sincere thanks also go to all our 
employees for everything they have 
achieved this year. I continue to be 
impressed by their professionalism and 
dedication, not just to the day job but 
in giving back to others too. During my 
time as Chair of WaterAid International 
I saw the important work of the charity 
first-hand so it was particularly inspiring 
to see our Innovation Manager, Jeremy 
Heath, receive their prestigious President's 
Award for his 25 years of support. You 
can read more on pages 22 and 23 about 
employees going the extra mile and the 
important part the Company plays in 
people’s daily lives and the communities 
we serve.

Jeremy Pelczer
Chairman 
02 July 2018

Corporate governance
The Board is committed to 
applying and continuously 
enhancing high standards of 
corporate governance both in 
the management of its business 
and in its accountability to 
stakeholders as a whole.

Murray Legg
Senior independent 
non-executive 
director

John Chadwick
Finance and 
regulation director  
and company 
secretary

Anthony Ferrar
Managing director

Jeremy Pelczer
Chairman, 
non-executive

Dave Shemmans
Independent 
non-executive 
director

Jon Woods
Independent 
non-executive 
director

Ryuichi Nishida
Shareholder 
nominated 
non-executive 
director

Yoichi Sakai
Shareholder 
nominated 
non-executive 
director
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