
Responding to a 
changing environment

Industry review

The last year has been one of 
significant change for the water 
industry with increased interest and 
scrutiny by customers, politicians 
and wider stakeholders. 

1 April 2017 saw the most significant 
change in the water industry since 
privatisation in 1989. The non-
household retail market opened 
to competition, giving businesses, 
public bodies and charities the 
opportunity to change water 
supplier for the first time.

The renationalisation debate
June 2017 saw a snap General Election 
and at the heart of the Labour manifesto 
was a commitment to renationalise a 
number of public services including 
water. Since then there have been 
various reports released on the 
implications and costs of renationalising 
the water industry and a clear split in 
opinion. Regardless of how the water 
industry is run in the future, the focus 
must continue to be on delivering 
improvements for customers and the 
environment. Since 1989 the industry 
has invested some £150 billion in 
improvements*. Drinking water quality is 
excellent, customers are five times less 
likely to experience a supply interruption 
and our rivers, streams and coastal 
waters are cleaner than ever before. 
As we develop our investment plans 
for the next five years, delivering for 
customers remains our top priority.

Industry legitimacy 
What the renationalisation debate has 
made clear is that the industry needs 
to do more to demonstrate that it can 
be trusted to provide this essential 
service. This includes in our day-to-day 
operational performance, in protecting 
and enhancing the environment, in 
the contribution we make to our local 
area and in the way companies are 
structured and financed. In particular, 
companies must ensure that the way 
dividends are paid to shareholders is 
clear and that decisions over senior 
executive pay are transparent.

Market drivers What’s happening

The regulatory 
environment

• Increased scrutiny of how water companies 
are financed, their financial structures, dividend 
payments and executive pay

• Stronger focus on innovation, resilience, 
affordability and customer service

Economic 
regulation

• Government produced its Strategic Policy 
Statement to Ofwat

• Ofwat consulted on and produced its final 
methodology for the PR19 price review

• Separate price control for water resources

Retail 
competition

• Non-household retail market opened

• Competition for household customers will 
be reviewed at the end of the next parliament

Water resource 
management 
planning

• Changes to the Water Resources Management 
Plan (WRMP) guidelines to achieve greater 
resilience

• Defra launched its consultation on a National 
Policy Statement for Water, intended to 
streamline the planning process for large water 
supply projects 

Environmental 
protection

• Government produced its 25-year plan  
for the environment

• The Environment Agency has further 
developed the Water Industry National 
Environmental Programme (WINEP)

• Most companies have committed 
to review their financing 
arrangements and increase 
transparency and Ofwat has 
consulted on how these factors 
can be addressed

• Increased focus on long-term 
resilience, protecting customers 
and making markets work

• Expectations set for 2020-2025 
Business Plans including efficiency 
targets and cost of capital 

• Water resources will be open 
to competition from 2020

• 25 retail companies now operating 
across England

• 120,000 customers have 
switched suppliers**

• Most company WRMPs are 
planning for more severe 
drought events than those 
experienced before 

• It will support the delivery 
of large infrastructure projects 
such as new water sources 
and strategic pipelines

• It includes increased focus on 
catchment management and 
water efficiency

• Sets out the water company 
environmental obligations over 
the next price review period 
and beyond

The impact SES Water’s response Water industry – key facts

The regulatory environment 
We are committed to reducing how 
much we borrow and to ensuring that 
the dividends shareholders receive 
are appropriate, clearly explained 
and linked to strong company 
performance. We are also reviewing 
our corporate governance to ensure 
we increase our transparency and 
further enhance the role of our 
independent non-executive directors.

Economic regulation 
We are developing our PR19 
Business Plan, which is focused 
on increasing the resilience of 
our service and includes our 
innovation strategy for the future. 
We are committed to keeping bills 
affordable for all and have carried 
out extensive engagement on 
customer priorities and expectations.

Retail competition 
We exited the non-household 
retail market and sold our right to 
trade to SES Business Water. We 
now provide wholesale services to 
them and any other retailer with 
customers within our supply area.

Water resource  
management planning
We have enhanced our approach to 
our Water Resources Management 
Plan which now looks 60 years ahead 
and plans to maintain services during 
a severe (1 in 200 year) drought. 

We have continued to contribute to 
the work of the Water Resources in 
the South East group in developing 
a strategy for the region and 
identifying opportunities to develop 
shared resources and increase water 
transfers between companies.

Environmental protection 
All our obligations under the WINEP 
programme will be delivered through 
our PR19 Business Plan. We will also 
commit to doing more to protect 
the environment, such as working 
with partners to improve rivers 
and streams.

We will make specific commitments 
in our next Business Plan to help our 
customers reduce their water usage 
by fitting more meters and widening 
our education programme.

• 18 regional water companies 
operate in England and Wales

• Eight provide drinking water 
only (SES Water included) known 
as WoCs

• 10 provide drinking water and 
remove wastewater known 
as WaSCs

• Ofwat is the economic regulator  
of the water industry

• The Drinking Water Inspectorate 
regulates the quality of drinking 
water

• The Environment Agency regulates 
environmental performance

• Natural England regulates activities 
related to biodiversity

• The Consumer Council for 
Water is the dedicated water 
consumer watchdog

16bn
Each day the UK water industry 
collects, treats and supplies close to 
16 billion litres of high quality water to 
domestic and commercial customers.

25m
25 million properties are connected to 
the UK public water supply network.

£44bn
Water companies are investing 
£44 billion between 2015 and 2020.

150
In the South East, each person 
uses an average of 150 litres of 
water a day, equivalent to two 
bath tubs.

*  Water UK Working4Water https://www.
working4water.org.uk/

** Open Water https://www.open-water.org.uk/
about-open-water/news/120000-business-
customers-have-jumped-into-new-water 
-retail-market/
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