
Chief Executive  
Officer’s review

I am pleased to report another year of excellent 
progress against our strategic objectives. 
We want to lead in the UK’s water and waste 
infrastructure sectors, investing for sustainable 
growth and driving value through efficiency. 
South West Water’s 2020-25 business plan 
received a green light from the water industry 
regulator Ofwat in January 2019, giving us 
fast-track status that allows us to plan and 
provide early certainty to our customers. 
Viridor reported an excellent year across its 
UK recycling and residual waste operations. 
Throughout the year, we continued to deliver 
on our promises to customers and communities 
and our investment across the Group is driving 
tangible and positive results.

How we do business
Our two core businesses – South West Water 
and Viridor – each provide essential services to 
their local communities. We have a responsibility 
to deliver those well and our customers depend 
on our ability to operate over the long term 
as a stable and sustainable service provider. 
While delivering our services forms an essential 
part of serving our customers, we have a special 
responsibility to ensure we make a positive 
difference to our communities. Delivering 
in a way that reflects our values – trusted, 
collaborative, responsible and progressive – 
emphasises how we want to do that and the 
contribution we want to make to society.

Delivering sustainability
We already have expertise in, and understanding 
of, sustainability and it is a highlight of the past 
year that we formulated our new long-term, 
Group-wide sustainability strategy. This will 
ensure we continue to build on our strengths 
and achievements in sustainability under 
a unifying framework built on environment, 
social and governance (ESG) principles. 

There are many aspects of our operations each 
year that underline how we are living our values. 
A good example is our Sustainable Financing 
Framework, which is our platform for reducing 
the cost of capital while reflecting our 
environmental and social credentials. 

Another example of how we are living our 
values is the Group’s accreditation under the 
Fair Tax Mark. The Group always strives to be 
transparent about its tax affairs. We are the first 
water and waste management utility to secure 
this recognition and this initiative underlines 
that we are committed to following both the 
spirit and the letter of the law regarding our tax 
contributions. We do this because our customers 
tell us that it is important to them and because 
it is the right thing to do.

 
Above all we know it is not just 

about what we do, but how we do it. 
We have a special responsibility to 

the communities that we serve.

Chris Loughlin
Chief Executive Officer
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Environmental sustainability is also fundamentally 
important to us. Our operations in water and 
waste all have a potential (positive or negative) 
impact on the environment and we recognise 
our responsibility to act in a benign manner. 
In our water operations, for example, our 
pioneering Upstream Thinking programme 
delivers landscape-based solutions sympathetic 
to the environment. We have demonstrated that 
we can store water in an environmentally friendly 
way without automatically resorting to concrete 
for reservoirs or treating water with chemicals. 
We lead the sector in this and 80% of our water 
abstractions are positively impacted by 
Upstream Thinking. 

Health & safety
When I reflect on 2018, it was a year in which 
significant progress was made embedding 
our health & safety improvement programme, 
HomeSafe, across the full spectrum of our 
operations. Delivered through manager-led 
training modules and e-learning, we are already 
seeing benefits flowing through, evidenced by 
reductions in our lost time injury frequency rate, 
which has fallen 32.2% in the reporting period 
(see page 31), and high health & safety scores 
from our employee engagement survey. 
Our ambitions do not end with the successful 
deployment of the initial phase of HomeSafe, 
though; as noted in the Chairman’s statement, 
we have approved a progressive health & safety 
agenda, which I believe will deliver sector-leading 
health & safety performance by 2025 and 
maintain the momentum of HomeSafe. 
The Pennon Executive remain committed 
to ensuring that everyone who works for, 
with and in connection with our operations 
goes HomeSafe every day.

People
The Group’s people strategy is showing good 
progress on several fronts. Our aim is to attract, 
develop and retain a highly skilled and customer-
centric workforce. At the end of the year under 
review, Pennon had over 5,000 employees across 
the UK and we continue to be a large employer 
in the south west of England. 

There is a sharper focus than ever before on  
the Group’s long-term talent needs with our  
new approach to graduate recruitment, our 
fast-growing apprenticeship intake, which 
set a record in 2018/19, and other training 
and development opportunities. Our work in 
communicating with all employees in a more 
interactive manner is paying dividends with a 
pleasing improvement in employee engagement. 
We have also started to conduct 360° feedback 
surveys among our operational teams to assess 
how well they believe the Group’s leaders are 
living our new values. We are promoting equality 
of opportunity and diversity across all areas, 
including gender and ethnicity. These are all 
aspects of an ambitious cultural change that 
is underway. Such change takes time, but I am 
confident our approach and determination will 
reap rewards and play a robust role in the 
Group’s future development. 

We continued to support the communities 
in which we operate through our education 
programmes, sponsorship and charitable 
donations. Our employees enhanced this 
contribution with 317 days of volunteering across 
projects such as litter picks, beach cleaning and 
tree planting. Employees across the Group also 
undertook fundraising for their chosen charities, 
through activities including mountain climbs, 
marathon runs and many cake sales.

Our ongoing success relies on the hard work and 
professionalism of our employees and I would 
like to thank them for their dedication and 
support during the year.

Setting the standard in the 
water industry 
The approval of South West Water’s 2020-25 
plan was excellent news. Ofwat described the 
submission as setting ‘a new standard for the 
sector’. The fast-track was significant because 
South West Water is the only company to have 
achieved this status for two consecutive 
price reviews. 

Our New Deal plan will see the average water 
and wastewater bill fall by 11% in real terms 
between 2020 and 2025, with the average bill in 
2025 being lower than it was in 2010, and extra 
steps being taken to eliminate water poverty 
altogether. South West Water also plans to spend 
more than £1 billion to improve services, enhance 
the environment and strengthen resilience. 
All of this responds to extensive research among 
customers, which shows they would like more 
empowerment and want to be involved in 
decision making.

While we commence groundwork for 
implementing our 2020-25 plan, we are of course 
entering the final year of the current regulatory 
period. The targets set for 2015-20 were 
challenging, but we have managed to outperform 
in every aspect and South West Water is one 
of only three companies in the water sector 
to do that. Strong operational and financial 
performance has once again underpinned 
our sector-leading return on regulated equity, 
which remains at 11.8% cumulatively since the 
start of the plan period. South West Water 
achieved overall outperformance against 
its outcome delivery incentives resulting 
in a net reward of £4.1 million for the year. 

As in previous years, we are sharing the benefits 
of outperformance with our water customers 
through WaterShare. Since 2015, we have 
delivered £110 million of benefits to be shared. 
Customers will continue to benefit from 
reinvestment in services and lower bills in the 
next period. Our focus on efficiency and cost 
savings means South West Water’s average 
annual bill is lower than it was 10 years ago 
and this underlines the Group’s overriding 
commitment to ensuring customers receive 
the highest possible service levels. 

Dr Stephen Bird
In May 2019, we were shocked 
and saddened by the death of our 
Managing Director of South West 
Water, Dr Stephen Bird. Stephen 
joined us in 1992 as a Regulations 
Manager and subsequently moved 
up through Operations to become 
Operations Director in 2000 and 
was appointed to the South West 
Water board. In 2016, Stephen 
was appointed Managing Director. 
Stephen made an immense 
contribution to South West Water, 
the region and the water industry 
in his twenty-seven year career 
with us. A proud Plymouthian, 
Stephen’s commitment to the 
communities we serve was an 
inspiration. Stephen is greatly 
missed by all his colleagues at 
Pennon and South West Water.
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Chief Executive  
Officer’s review
continued

We know that delivering a resilient service is a 
key promise to our water customers. Despite the 
challenges of the March 2018 freeze and thaw 
and the unprecedented demand during the hot 
dry summer that followed, we continued to 
deliver excellent service throughout the year. 
This is reflected in our best ever customer 
service score with South West Water ranked 
second among all water and sewerage 
companies in England and Wales.

Our legacy of major investment to protect 
bathing waters continues to be reflected in 
excellent results for the 2018 bathing season. 
In addition, serious pollution and flooding 
incidents continued to fall. We maintain gearing 
at a level that aligns with Ofwat’s notional view 
of an efficient company. South West Water 
is the only UK water company to share the 
benefits of lower interest rates with customers. 

facility, co-located with our ERF in Avonmouth, 
and are refurbishing our materials recycling 
facility in Suffolk, supported by long-term 
contracts. 

The forecast for landfill demand is robust into the 
medium term. Volumes and gate fees were stable 
over the year. We are forecasting that six sites 
will remain open into the medium term. 

Outlook 
We are on track to deliver all the commitments 
we made in the 2015-20 regulatory period. 
Looking beyond this, our focus is to capitalise 
on the certainty provided by our fast-track 
status for our next five-year business plan with 
its new benchmarks for service and efficiency. 

We expect long-term demand for ERFs to exceed 
capacity by around seven million tonnes by 2035. 
We have successfully delivered increased 
capacity at our existing facilities in Glasgow, 
Cardiff, Ardley and Runcorn II. We also believe 
the market supports another phase of ERF 
development and, as a result, we are analysing 
opportunities for three new ERFs. Moreover, 
we are looking at energy park opportunities 
across the landfill and ERF portfolios that 
would capitalise on existing grid connections. 
These energy parks would be able to service 
a range of energy-intensive facilities, such as 
a third-party data centre or our own plastics 
processing plants.

Delivering our strategy and committing 
to the next growth phase 
Our current portfolio of energy recovery facilities 
(ERFs), which transform waste into electricity 
and heat, is supporting growth and performed 
well during the year. We now have three ERFs at 
Glasgow, Beddington and Dunbar in operational 
ramp up and our final facility at Avonmouth near 
Bristol under construction. Viridor increased its 
economic interest in its TPSCo joint venture, 
which owns the Runcorn I ERF, from 37.5% to 
75%. The operational ERF portfolio, for the third 
year running, achieved availability from current 
operational assets in excess of 90%1 including 
joint ventures during the year under review. 
The work on our portfolio of ERFs is a significant 
achievement for the Group and we expect them 
to support Pennon’s earnings growth to 2020 
and beyond.

In recycling, the market dynamics are favourable 
with the ‘Blue Planet’ effect prompting support 
from the UK Government. We believe the 
Government’s Resources and Waste Strategy 
– published at the end of 2018 – will bring 
positive changes. The strategy sets out a 
framework for minimising waste, promoting 
resource efficiency and moving towards a 
circular economy. Our recycling activities have 
shown strong recovery from the challenging 
position we experienced in the second half of last 
year. We are investing in a new plastics recycling 

South West Water achieved its best-ever 
customer performance 
South West Water achieved its best-ever 
performance against the service incentive 
mechanism (SIM) – the industry-wide measure 
of customer satisfaction – with 88 points, 
beating the 2020 target score of 85 points 
a year ahead of target and being placed 
second in the overall industry customer 
experience league table. Our service was 
also recognised when we won the prestigious 
2019 UK Customer Satisfaction Awards run 
by the Institute of Customer Research.

Bournemouth Water continued its excellent 
performance against SIM with a score of 88. 
This included a further 15% reduction in 
residential written complaints.

Viridor continues to score highly on Trustpilot 
and is currently extending its customer 
surveys across its wider customer base.

Sustainability focus area

   See sustainability strategy on page 11
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The UK Government’s Resource and Waste 
Strategy for England will stimulate more demand 
for recycling. The immediate focus will be on 
plastics with a potential doubling of the size of 
the recycling processing infrastructure required 
to service market demand. The Group is uniquely 
placed to help find innovative long-term 
solutions regarding plastics waste and we are 
exploring the possibility of investing in two 
additional new plastics recycling facilities.

I am confident the strong momentum in our 
water and waste operations will ensure Pennon 
Group has an excellent future. The Group’s core 
businesses have real stature, with South West 
Water a best-in-class company and Viridor 
having 20% market share of the UK’s energy 
recovery market. We see distinct growth 
opportunities for energy recovery in the UK, 
and we are confident we can deliver sustainable, 
long-term returns. 

Chris Loughlin 
Chief Executive Officer

Pennon, a regional leader  
in the South West 

Recognising the key role Pennon plays 
in the South West – as a provider of 
essential services, environmental 
stewardship and one of the region’s 
largest employers – the Group 
continues to champion the 
campaign for South West Growth 
(#backthesouthwest) which it 
co-founded in 2016 with the Western 
Morning News, the region’s Local 
Enterprise Partnerships and the CBI.

Now in its third year, the campaign 
calls for greater investment, a 
pathway to future growth and 
improved Government commitments 
for the South West. The campaign 
is actively supported by the region’s 
MPs and has been the subject of 
several parliamentary debates.

Engaging employees with HomeSafe
The roll-out of our HomeSafe programme 
continues across the Group with all recycling and 
integrated assets sites now having completed 
the programme. Roll-out across our energy 
recovery and water facilities is well underway.

We have used a variety of approaches to 
engage employees. The CEO’s HomeSafe 
Awards were created to recognise excellence 
in health & safety across the Group. Our 
winner in South West Water invented a piece 
of equipment to mitigate the risks of people 
falling into wastewater treatment tanks. 

The equipment has been designed, installed 
and fitted onto tanks, with operating and risk 
assessment instructions provided as part 
of onsite HomeSafe training.

Sustainability focus area

   See sustainability strategy on page 11

Sustainability focus area

   See sustainability strategy  
on page 11

(1) Weighted by capacity, excludes Bolton (reverting to Greater 
Manchester Local Authority 31 May 2019) includes joint 
ventures at 100%.
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