Southern Water seeks £370 million debt relief amid sector turmoil as Elliott targets Phillips 66 governance
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Macquarie-controlled Southern Water has requested around £370 million in debt write-offs from Ares Management and other lenders as part of a strategic overhaul aimed at injecting much-needed equity into its beleaguered operating company. This request surfaces amid a broader context of financial distress that has come under scrutiny following the downgrade of Thames Water, a similar entity previously owned by Macquarie, reflecting systemic issues within the sector.
Southern Water's financial situation is precarious, with overall debts surpassing £6 billion. The company has cited the need to borrow an additional £4 billion over the next five years to navigate its debt burdens. Echoing alarming trends, recent short-dated bond yields for the utility soared to an extraordinary 13.5%, further accentuating its fiscal challenges. The company’s management has indicated an intention to raise £3.8 billion in debt alongside £650 million in equity, but the prospect of increasing household water bills to £734 annually poses additional concerns for customers and stakeholders alike. Addressing ongoing operational difficulties, including sewage pollution and the looming threat of water shortages, underscores the urgency for financial recalibration.
In contrast to Southern Water's tumultuous landscape, the world of corporate governance is heating up as Elliott Management has gained traction in its campaign against Phillips 66. The activist investor, wielding a $2.5 billion stake, has secured the backing of the influential proxy adviser Institutional Shareholder Services (ISS) for all four of its nominated board members. This endorsement comes as Elliott criticises the company’s performance and highlights the inadequacies of its corporate governance. Echoing these sentiments, ISS has pointedly addressed the problems associated with the dual roles of CEO Mark Lashier, asserting the necessity for fresh oversight and strategic direction. Analysts have noted that the structural governance changes proposed by Elliott could serve as a catalyst for improving Phillips 66’s performance, especially against the backdrop of its recent stock lag compared to competitors such as Valero Energy.
While Phillips 66 aims to implement a performance improvement plan designed to enhance shareholder returns, signs of potential discontent persist as analysts remain sceptical. Although Elliott has agreed to support the plan, concerns linger over its execution, particularly as management has yet to fulfil commitments regarding board composition and accountability. The apparent disconnect between operational targets and market performance creates a charged atmosphere as stakeholders await tangible results.
As corporate entities grapple with governance and fiscal challenges, another narrative unfolds with broader implications for international relations. US President Donald Trump’s upcoming visit to the Middle East promises significant transactions and deal-making opportunities. Against this backdrop, Qatari officials have reportedly offered Trump a $400 million luxury Boeing 747-8 replacement for Air Force One, marking a gesture of goodwill that sets the stage for discussions on normalising relations between Israel and Saudi Arabia, as well as securing investment commitments from the oil-rich Gulf states.
The convergence of these diverse yet interconnected financial narratives highlights the complexities facing companies across multiple sectors—and raises pressing questions about governance, financial health, and international investment flows in an increasingly interconnected world. As stakeholders navigate these turbulent waters, it remains essential to scrutinise how these dynamics will shape the future of corporate finance and governance.
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