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Executive Summary

Introduction
In June each year every water company in England and Wales regulated by Ofwat produces a “June Return” comprising 67 tables of data 
which together set out how the company has performed against a wide range of measures covering drinking water quality, sanitation, 
safeguarding the environment from pollution, customer service, stewardship of the large network of long-live assets employed by water 
companies and !nancial performance. June Returns for all water companies are available on the Ofwat website and the full June Return for 
Welsh Water is at www.dwrcymru.com

Throughout the year we manage and monitor our performance against all the measures that are reported in the June Return as well as 
certain other key measures of performance including the indices used by the Drinking Water Inspectorate to judge drinking water quality 
compliance, the measures used by the Environment Agency Wales to judge environmental compliance, our cost efficiency and other 
!nancial measures of performance.  

A monthly management report is produced - the “MMR” - that is (inter alia) reviewed by the Board each month.  For each of the key 
regulatory metrics we track - namely, the “Book of Metrics” - the MMR shows performance year to date compared with the previous year and 
for reference our !ve year record, our targets for the next !ve years and our ranking against the other nine water and sewerage companies.  

The “Book of Metrics” is structured around four main areas of performance - namely drinking water quality, environmental protection, 
customer service and asset stewardship.  

Within the “Book of Metrics” there are 20 that are tracked by Ofwat under the heading of “serviceability”  (marked         ) to allow Ofwat to 
assess the extent to which we are maintaining the “serviceability” of our above and below ground water and sewerage assets. At the last 
regulatory price review in 2009 - which set price limits and targets for the regulatory period 2010-2015 - Ofwat set targets for each of these 
“serviceability” measures (based mainly on our historic performance) with an upper and lower bound;  should our performance fall outside 
of the relevant bound and move from “stable” serviceability to “marginal” or “deteriorating” serviceability over the course of this regulatory 
period the Company risks a !nancial penalty at the next price review in 2014.

S
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Executive Summary continued

For this Overview of our June Return for the year ended 31 March 2011, we have reproduced our MMR and have included our year end 
commentary on each of the key metrics that are reported on in detail in the full June Return.  In addition to our normal MMR,  this Overview 
also includes the Board Endorsement as required by Ofwat for the June Return.

Safe drinking water
The quality of drinking water in 2010 remained very high with 99.97% of all samples taken at customers’ taps meeting the required 
standards.  In addition, on four of the other !ve indices used by the Drinking Water Inspectorate to measure compliance with drinking water 
standards performance was better in 2010 compared with 2009.  

There was also a reduction in the number of reportable events in 2010 and none was in the most serious “category 5”;  four of the  17 
reported events classi!ed as signi!cant in 2010 (there were 21 in 2009) were linked to the freezing weather in December.  The number of 
customer contacts - i.e. queries or complaints by phone call, email or letter from customers about their tap water - was also down in 2010 to 
3.4 contacts per 1,000 customers compared with 4.2 in 2009.

Bacteriological compliance at water treatment works was 99.95% in 2010, up from 99.91% in 2009.  We continue to make good progress on 
our accelerated £200m programme to modernise our water treatment estate - new or upgraded treatment works were commissioned at 
Bryn Cowlyd, Capel Dewi, Eithyn Fynydd and Mynydd Llandygai and we are on site at Cilfor, Penycefn, Alwen and Buckholt while detailed 
planning is underway for schemes at a further 10 sites

We judge our “serviceability” for both above ground and below ground water infrastructure as measured by the 11 metrics used by Ofwat 
for this purpose to be “stable”.  

Sanitation and safeguarding our environment
There were 32% fewer sewer #ooding incidents last year and 20% fewer pollution incidents in 2010 compared with the previous year. These 
incidents were mainly as a result mainly of blockages and collapses on our sewer network. The number of pollution incidents remains high 
relative to the rest of the sector and to support a pollution reduction strategy the Board has released an additional £10m of targeted 
investment expenditure .  Because of the overall age and condition of our sewer network we continue to have the highest sewer collapse 
rate in the industry (currently running at around twice the industry average).  In addition, last year the blockage rate increased to 743 per 
1,000kms up from 680 per 1,000kms  in the previous year, in part as a result of the severe weather. 
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Executive Summary continued

As a result of action we took last year, 15 properties were removed from the register of properties at risk of repeat #ooding from overloaded 
sewers following very heavy rainfall, but this was offset by the addition of 32 new “at risk” properties so that at the end of March 2011, 267 
properties remained on our “at risk” register. 

We delivered one Surface Water Elimination and Reduction (“SWEAR”) scheme last year in Caldicot, South Wales which removed 10 properties 
from our “at risk of repeat #ooding” register by diverting highway runoff from the combined system to a nearby watercourse, via a new 
surface water sewer. 

 In North Wales we commissioned a Sustainable Urban Drainage System (“SUDS”) at the 236-home Gatewen Road development (a former 
colliery site), a scheme which incorporated household soakaways, water-efficient devices in the new homes and a retention pond, yielding 
signi!cant savings and reducing energy consumption and maintenance costs.

Compliance with Environment Agency Wales discharge consents at our wastewater treatment works against the “Look-up” measure was 
99.96% in 2010 compared with 99.85% in 2009.  Against the wider measure of compliance (which is now also used by Ofwat for judging 
“serviceability”) - which includes “upper tier”, “non-sanitary”  and Urban Wastewater Treatment Directive compliance as well as parameters 
associated with UV treatment - our performance in 2010 was 97.14%, which was better than the 95.95% compliance reported for 2009.

We judge our “serviceability” for both above ground and below ground wastewater infrastructure as measured by the 9 metrics used by 
Ofwat for this purpose to be “stable”.

Customer service
In 2009 Ofwat introduced a new measure of customer service called the “Service Incentive Mechanism” or “SIM” .  It comprises two parts - a 
“qualitative” part which captures from independent research carried out on behalf of Ofwat with customers who have had reason to contact 
the company levels of customer satisfaction and a “quantitative”  part which captures the number of complaints and “unwanted” calls from 
customers.  

On the “qualitative” part of SIM we scored 4.26 out of 5 (up from 4.22). On this measure we ranked third of the ten water and sewerage 
companies, where the top performing company scored 4.47.  Customer satisfaction remained high with 78% of customers who had recently 
dealt with Welsh Water saying in independent research that they were happy with the service they received from Welsh Water.
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Executive Summary continued

On the “quantitative” part of SIM we scored 394, an improvement on the 486 scored in the previous year (the lower scores are better and 
where the industry average in 2009/10 was estimated to be 391).

We received 11,033 written complaints last year, a 17% reduction on the previous year and responded to 99.8% within 10 days. The number 
of written complaints that had to be escalated to a Director because a customer was not happy with our !rst reply fell by 39% and the 
number of complaints investigated by the Consumer Council for Water Wales fell from ten in 2009/10 to seven last year.  

The instances where customers experienced “All lines busy” improved to 3,625 in the report year, down from 10,907 in the previous year 
despite the very high volume of calls from customers with frozen pipes and no water during the Christmas and New Year freeze/thaw.  
However, the number of “calls abandoned” deteriorated from 26,939 in 2009/10 to 70,577 last year mainly as a result of the severe weather. 

The severe winter weather of 2010/11 had a major impact on the business and the service we give our customers.  In particular, many 
customers suffered an interruption to supply during the freezing weather and then very rapid thaw during the Christmas and New Year 
holiday period.  Most of the problems were caused by frozen pipework in customers’ own properties.  However, bursts and other problems 
on our water supply network also caused real problems for our customers.  One incident in Carmarthen ,where a pump failed, led to 2,805 
customers losing their supply of tap water for up to four days.

We wrote and apologised to 2,979 customers whose supplies were interrupted because of problems on our water supply network and 
made ex gratia compensation payments totalling £95k. In addition, last year we made 1,511 “Guaranteed Service Standards (or ”GSS”) 
payments, 6% fewer than in the previous year,  of which 1,476 related to missed appointments, 75% more than the previous year.  This sharp 
increase was the result of system and work planning changes implemented during the summer of 2010 and where there was a possibility 
that we might have missed an appointment we erred on the side of caution and made the GSS payment to the customer. 

Last year the number of properties at risk of low water pressure (DG2) reduced from 194 to 189. 
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Executive Summary continued

In autumn 2010, we opened our new operational activity centre in St Mellons near Cardiff, which brought together under one roof all the 
staff who deliver billing and operational call services and associated work planning and scheduling, and has provided scope for additional 
efficiency and a better customer service.  

In addition, over the course of last year we migrated our 20-year old work management systems to a modern SAP platform.  This new 
system - which fundamentally changed the day to day working lives of our front line staff - encompasses business processes for water and 
wastewater operations including the management of all work to do with our network of assets and the way in which we responded to 
customer calls.  We also installed a new state of the art telephony system at Linea.  

This very large investment in our capability - which involved very signi!cant and material change - was managed carefully throughout to 
minimise the impact on performance and customer service in particular.

We do all we can to help customers to pay their water bills and offer a range of payment options including automated payment facilities 
and a range of payment schemes.  To support customers who are experiencing particular !nancial difficulty in paying their bills we have 
three assistance tariffs and we continue to work with local authorities, housing associations and other organisations to promote these 
schemes and make them as accessible as possible to those customers who are eligible.  Last year these schemes helped some 44,000 
customers and at the end of the year there were some 37,000 customers registered on one of our assistance schemes. 

Our People
The occupational health and safety of everyone who works for and with the Company is and will remain a very high priority.  It is the !rst 
topic on the agenda at all performance review meetings.  Last year we retained certi!cation to the internationally recognised certi!cation 
OHSAS 18001:2007.

Last year the number of RIDDOR reportable accidents fell by 39% to 26, and we saw good improvement in the number of minor injuries and 
the number of days lost from work and non-work related illness which were down 19% and 25% respectively.  This gives an accident 
incident rate (“AIR”) per 100,000 employees of 660, which compares to 946 in 2007/8, 720 in 2008/9 and 805 in 209/10 and a UK 
construction AIR in 2010 of 735.
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Executive Summary continued

In April and May 2010, some 1,600 employees previously employed by United Utilities Operating Services and Kelda Water Services TUPE-
transferred to the Company, and we changed from a business directly employing just over 200 people to one with some 1,800 employees.  
Merging three teams has been challenging and our focus since April 2010 has been to establish a new Leadership Team and to restructure 
the business while ensuring that high standards of operational and customer service were maintained.

Sustainable operations
Because of the big increase in bursts and leaks, mainly on our customers’ own pipe-work, we supplied more water during this period than at 
any time in the previous ten years.  The harsh winter of 2009 meant that we had a backlog of leakage to !nd and repair at the beginning of 
2010 and this could not be recovered during the spring because we had to move some of our leakage detection and repair teams to zones 
where water resources were tightest.  We doubled our leak detection and repair resources at the end of the summer but that was not 
sufficient to get us back on track before we were hit by the extreme freeze-thaw and the doubling of leakage during December and into 
January.  Total leakage last year ended up at 199Mld, some 9Mld behind our target for the year and 3% higher than the previous year.  
During the year we repaired nearly 23,000 leaks and bursts, saving some 200Mld in leakage, and we currently have a team of around 400 
working on leak detection and repair; this increased level of resource will remain in place until leakage is back on track to hit the key 2015 
target of 184Mld.  Our reservoirs were 100% full at the start of this year and our ability to maintain supplies this year has not been 
compromised by the higher than target level of leakage.  Over the last 16 years we have reduced our leakage by more than half, from 
413Mld to 199Mld.

Last year we invested £242 million, split between water £127 million and wastewater £115 million. This included investment for three 
advanced anaerobic sludge digesters at Cardiff, Hereford and Port Talbot which are now generating enough electricity to power a town the 
size of Caernarfon in the process saving our customers some £8 million a year and reducing our carbon emissions by some 40,000 tonnes.  
Our aim is to generate green energy sufficient to meet 17% of our total energy needs by 2015.

Our net electricity usage, which accounts for some 80% of the total energy consumption is almost unchanged from last year despite the 
impact of variable (and in some cases) extreme weather such as drought which has meant that we need more electricity to pump treated 
water and waste water around our area.
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Executive Summary continued

Promoting the efficient use of water is a key objective and last year we achieved efficiency savings of some 1.4 Mld.  We continue to 
promote behavioural  changes across our customer base, with  a programme of initiatives and a range of engagement methods designed to 
deliver a clear message encouraging customers to use water wisely.  Amongst the many initiatives are working closely with stakeholders, 
participation in campaigns such as “Be Waterwise” and promotion of the message to children through our four education centres.

We calculate our ability to maintain water supplies to customers during dry weather through the “Security of Supply Index” or “SOSI”.  A SOSI 
score of 100 is achieved if all our water resource zones have sufficient headroom between water available or use and expected demand for 
water during a dry year.  Last year our score was 99 re#ecting a potential de!cit in two very small water resource zones, which together 
represent less than 0.5% of the total amount of water we supply.

In 2010, all 81 of Wales  “designated” beaches met the “mandatory” EC water quality standard and 85% also met the more demanding 
‘guideline’ water quality standard.  For the 2011 summer season Wales has 41 Blue Flag beaches and 5 Blue Flag marinas, around a third of 
the total number of Blue Flags awarded to all of the UK.
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Water Treatment Works (WTWs) bacteriological non compliance is 
calculated using the number of WTWs with samples containing coliforms 
and E.coli expressed as a percentage of the total number of samples taken 
from water leaving WTWs. Sample frequencies are speci"ed in the 
Drinking Water Quality Regulations.

Ofwat measure bacteriological compliance at WTWs for serviceability 
differently (see next metric). A WTW with more than one sample failure 
counts only once for Ofwat serviceability whereas Drinking Water 
Inspectorate count each failure.

 The percentage "gure for 2010 stands at 99.95% (99.91% last year). The 
measure is based on samples failing and in the report year there were six 
sample failures as against 8 last year. The total number of samples taken 
was 11,764. We have in place an action plan targeted to improve future 
performance.

Each incident was fully investigated and where appropriate remedial 
action was taken. In none of these incidents was there any evidence or 
suggestion of a risk to public health as resamples and wider sampling in 
the distribution network were satisfactory.

%

11



Safe 
drinking 
water

SRV bacti 
compliance

Iron 
compliance

Turbidity 
compliance

WTW bacti
compliance

SRV bacti 
compliance

Iron non-
compliance

Turbidity 
compliance

WTW bacti 
compliance

Enforce-
ments

S

Exec Summary Book of MetricsIndex Outputs Finance Board Endorsement June Return Overview 2011

S S S S

WTW bacti non compliance 

0

0.05

0.1

0.15

0.2

0.25

2005 2006 2007 2008 2009 2010

0.03 0 0.12 0.12 0.04 0.05

Water Treatment Works (WTWs) bacteriological non compliance is 
calculated using the number of WTWs with samples containing coliforms 
expressed as a percentage of the total number of samples taken from 
water leaving WTWs. A WTW with more than one sample failure counts 
only once for Ofwat serviceability whereas Drinking Water Inspectorate 
count each failure.

This is one of the "ve indicators Ofwat use to determine their assessment 
of serviceability for water non infrastructure assets. The percentage 
"gure for 2010 stands at 0.05 (0.04 last year). The percentage non 
compliance is driven by a relatively small number of failures at speci"c 
WTWs, (six sample failures out of 11,764 samples taken). We have in 
place an action plan targeted to improve future performance.

Each incident was fully investigated and where appropriate remedial 
action was taken. In none of these incidents was there any evidence or 
suggestion of a risk to public health as resamples and wider sampling in 
the distribution network were satisfactory.

%
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At each of our Service Reservoirs (SRVs) we take water samples and test 
for coliform bacteria.

Total coliforms include bacteria that are found in the soil, in water that has 
been in!uenced by surface water, and in human or animal waste. To 
calculate this measure we divide the number of samples failed by the total 
number of samples taken.

Performance continues to improve and we have reached our best 
performance in "ve years. In the report year there were 12 failed samples 
against 19,503 total samples taken, giving a percentage compliance of 
99.94% (99.92% last year).

%
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At each of our Service Reservoirs (SRVs) we take water samples and test 
for coliform bacteria.

Total coliforms include bacteria that are found in the soil, in water that has 
been in!uenced by the surface water and in human or animal waste. The 
de"nition for this serviceability measure includes the number of SRVs 
where more than 5% of the samples taken exceed the maximum 
concentration required for coliform bacteria as a percentage of the 
number of SRVs tested for microbiological parameters.

Our performance on this measure has been stable with no failures in the 
last "ve years. In the report year there was a total of 19,503 total samples 
taken.
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Iron Compliance at the tap measures Iron in the water supply at customer 
taps. Iron is one of the major components of discoloured water, caused by 
seepage, which is often from mains disturbances such as burst mains.

Our performance in the report year of 99.49%, based on 12 failures from 
2,360 samples taken, is an improvement on 99.27% last year.

Had it not been for the failures at the beginning of 2010 associated with 
the freezing weather, we would have been close to our best ever 
performance which was in 2007.

%
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Iron non-compliance (as 100 minus Mean Zonal Compliance of Iron) (%) is 
the percentage mean zonal compliance with the iron parameter 
measured “at the tap”.

This measure covers the percentage of samples taken from our water 
supply zones which do not comply with the standard for iron. 

Our performance in the report year, based on 10 zone failures, has 
improved to 0.44%. The equivalent "gure last year was 0.73%.

Had it not been for the failures at the beginning of 2010 associated with 
the freezing weather we would have been close to our best ever 
performance which was in 2007. 

%
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No. of failures for 1NTU turbidity of WTWs
This is the number of operational Water Treatment Works (WTWs) and 
sources where turbidity exceeds a speci"ed threshold. Turbidity is a 
measure of how much light can pass through water and indicates the 
condition or  ‘cloudiness’ of water.

This metric includes the number of measured WTWs where turbidity test 
exceed 1 Nephelometric Turbidity Units (NTU).

Our performance in the report year was 99.85% (99.98% last year). This 
equates to 18 sample failures as against two last year. This deterioration is 
largely attributable to an issue at Cefn Llan WTW, near Aberystwyth. A 
problem with the mixing process following the addition of a lime based 
treatment chemical resulted in inadequate dissolution of the chemical 
and slightly elevated turbidity was detected in 12 samples over a short 
period of time. Corrective action was taken and there were no further 
exceedances of the turbidity standard at this WTW.

The other works affected were Capel Dewi WTW, Maerdy High & Maerdy 
Low WTWs. At Capel Dewi there were four sample failures caused by the 
disturbance of lime sediment in the sample line. The problems at Maerdy 
were due to the freezing conditions.
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This is the number of operational Water Treatment Wales (WTWs) and 
sources where turbidity exceeds a speci"ed threshold. Turbidity is a 
measure of how much light can pass through water & indicates the 
condition or ‘cloudiness’ of water.

The metric measures the number of WTWs where for turbidity, 95% of 
samples measured were greater than or equal to 0.5 Nephelometric 
Turbidity Units (NTU).

There were two failures in the year.

 This deterioration is largely attributable to an issue at Cefn Llan WTW, 
near Aberystwyth. A problem with the mixing process following the 
addition of a lime based treatment chemical resulted in inadequate 
dissolution of the chemical and slightly elevated turbidity was detected 
over a short period of time. Corrective action was taken and there were no 
further exceedances of the turbidity standard at this WTW.

The other works affected was Capel Dewi WTW, where the failure was 
caused by the disturbance of lime sediment in the sample line. 

No. of failures for 0.5NTU turbidity of WTWs
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This Ofwat serviceability measure is the number of enforcement actions 
considered by the Drinking Water Inspectorate for a breach of 
microbiological standards during the calendar year at Water Treatment 
Works.

There were no enforcement actions brought in 2010.

No.
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The Mean Zonal Compliance (MZC) is the mean of the mean water quality 
zone compliance for 39 key chemical and biological parameters as 
measured by the statutory distribution sampling. This is a measure of the 
overall quality at customer’s taps.

Performance against the MZC measure was best ever with 99.97% (99.94% 
last year) of samples meeting the required quality standards. 

%

20



Exec Summary Book of MetricsIndex Outputs Finance Board Endorsement June Return Overview 2011

Mean zonal 
compliance

Process 
control index

Disinfection 
index

Reservoir 
integrity 

index

Building 
water 

systems

Customer 
contacts

Distribution 
index TIM

Reportable 
events

S S
DWI

Process control index 

99.5

99.6

99.7

99.8

99.9

100

2006 2007 2008 2009 2010

99.94 99.84 99.99 99.94 100

The Process Control Index is used to represent water company treatment 
performance. The index is based on a selection of parameters which are, in 
general terms, controlled by the process in place at water treatment 
works. 

Performance against the measure improved in the report year up to 100% 
from 99.94% last year. 

%
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The Disinfection Index is used to represent water company treatment 
performance.

The index is based on a selection of parameters which explain the 
effectiveness of disinfection and pathogen removal. It is calculated by 
taking the average of Mean Zonal Compliance "gures for Coliforms, E.Coli 
and Turbidity with samples taken at works.

Performance against the measure was 99.88% a slight deterioration from 
last year’s compliance "gure of 99.98% of samples meeting the required 
quality standards. 

The turbidity failures at Cefn Llan Water Treatment Works (WTW) 
contributed to this deterioration. A problem with the mixing process 
following the addition of a lime based treatment chemical resulted in 
inadequate dissolution of the chemical and slightly elevated turbidity was 
detected over a short period of time. Corrective action was taken and 
there were no further exceedances of the turbidity standard at this WTW.

%
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Reservoir integrity index is microbiological sampling that takes place at 
Service Reservoirs (SRVs) as a check on their integrity and general hygienic 
status. It is calculated by taking the average mean zonal compliance 
"gures for coliforms and E.coli at SRVs.

Performance against the measure improved to 99.97% in the report year 
from 99.95% last year. 

%
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Domestic water systems (buildings), particularly the customer’s drinking 
water tap, is the point where water is drawn for consumption and is 
therefore judged by customers to be satisfactory or not, as the case may 
be.

This index describes the water quality as re!ected by a set of parameters 
that may be in!uenced by the design or condition of domestic water 
systems. 

Performance against the measure improved to 99.95% in the report year 
from 99.89% last year. 

%
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Customer contacts rate per 1,000 population - this is the number of 
contacts from customers around discoloured water (orange/brown/ black) 
and is measured by reference to our population. 

Performance has again improved with a continuing downward trend from 
2.74 contacts per 1,000 customers to 2.22 contacts per 1,000 customers.  
There were 6,550 contacts on discoloured water against a population 
residency "gure of 2,950,279. The equivalent "gures for last year were 
8,084 and 2,947,311.

Contacts per 1,000 customers
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Distribution Index TIM (as 100 minus Mean Zonal Compliance) (MZC) (%) 
is based on a selection of parameters to re!ect the age, condition and 
maintenance status of the pipes (mains) and to a lesser extent the 
reservoirs which comprise the distribution networks of companies. It is 
calculated by taking the average of MZC "gures for turbidity, iron and 
manganese.

Performance against the measure improved to 0.22% in the report year 
from 0.33% last year. 

%
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The Drinking Water Inspectorate (DWI) classi"es noti"ed events into one 
of "ve categories:

1.  Not signi"cant
2.  Minor 
3.  Signi"cant 
4.  Serious 
5.  Major

Our performance in the report year has improved with 32 events noti"ed 
to the DWI as against 42 last year. 17 of these were classed as signi"cant or 
above, and this compares favourably with 21 last year. Most of the events 
were of a short term nature and appropriate action was taken to 
safeguard water quality and to inform customers and other stakeholders.

No.
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% PE served by compliant WwTWs
This is where a Waste Water Treatment Works (WwTW) exceeds its Water 
Resource Act sanitary consent conditions more times than allowed by 
Look-Up Table (LUT) conditions.

The number of times a WwTW can fail its consent before the works is 
classed as failed for the year is based upon a set of predetermined tables 
dependant on sampling frequency.

In the report year we achieved 99.96% compliance. There were two non 
compliant WwTWs namely Beulah WwTW and Cemaes Bay WwTW. These 
are small works and the combined Population Equivalent (PE) "gure was 
1,605. This is an improvement on last year when the compliance "gure 
was 99.85%.
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% WwTW compliant with WRA Upper Tier limits
If a Waste Water Treatment Works (WwTW) has upper tier limits on a Water 
Resource Act (WRA) consent and it then exceeds the limit just once within 
the calendar year then it will mean that the WwTW will have failed 
compliance.

This particular measure is captured within the Ofwat serviceability 
measure i.e. % of works in breach of numeric consent.

In the report year three of the 192 WwTWs failed Upper Tier Compliance. 
These were Bryn WwTW, Titley WwTW and Cemaes Bay WwTW.

Last year there were six failures at 189 works meaning that performance 
on this metric has improved.
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% of works compliant with UWWD
The Urban Waste Water Directive (UWWD) compliance metric  measures 
performance against two main determinands BOD (Biochemical Oxygen 
Demand) and COD (Chemical Oxygen Demand) against either a Look-up 
table or a percentage removal across the works.

For sensitive waters it may also measure as appropriate Phosphorous and/ 
or Nitrogen against an annual average "gure.

Elements of this metric are captured within the Ofwat serviceability 
measure.

There was one WwTW failure at Mold which equates to 99.2% compliance, 
the same as last year.
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% of works UV compliant
For our Waste Water Treatment Works (WwTWs) sites with Ultra Violet (UV) 
disinfection we are required by the terms of our consent to dose the 
effluent discharged from works for a minimum period of time.

This is assessed in two ways - On a 24 hour basis we are required to 
achieve 50% of the consented dose for 90% of the time, and on an annual 
basis we are required to  dose for 99% of this time.

During the report year all WwTWs were compliant with the annual 99% 
dose requirement. However, we failed to achieve the 24 hour 90% 
requirement at three WwTWs (Flint, St Asaph and Treborth). 

Overall, our % of works which were UV compliant improved from 87.1% 
last year to 90.6% this year.

A further two WwTWs (disinfection reporting) are still the subject of 
discussion with the Environment Agency and for this metric these have 
not been included as non-compliant WwTWs. 
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This is the total number of pollution incidents reported.

Despite there being a higher number of self reported pollution incidents 
during the report year, overall, the number has fallen from 326 to 260. This 
was achieved principally through increased investment in “early warning” 
telemetry land devices (Hawkeyes) across our area as part of a programme 
aimed at proactively reducing pollution incidents. In the report year, we 
continued to install these devices and continued with surveys, inspections 
and investigations at wide selection of Combined Sewer Over!ows (CSOs). 
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This is the total number of pollution incidents reported. 

This serviceability measure only includes pollution incidents from foul 
sewers, combined sewer over!ows and rising mains.

Our performance on the serviceability measure has improved slightly 
from last year with a 15% decrease in the number of incidents. This is one 
of our main priorities in terms of improving performance.
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This Ofwat serviceability measure covers the Water Resource Act Look-up 
compliance plus part of the Urban Waste Water Directive (BOD Look-up 
compliance and Phosphate annual average).

In the report year we were 0.04% non compliant. There were two non 
compliant Waste Water Treatment Works (WwTWs) namely Beulah WwTW 
and Cemaes Bay WwTW. These are small works and the combined  
Population Equivalent (PE) "gure was 1,605. This is an improvement on 
last year when the non compliant "gure was 0.15%.

%
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This is the more extensive serviceability measure on Waste Water 
Treatment Works (WwTWs) and covers the Water Resource Act Look-up 
compliance plus all of the Urban Waste Water Directive parameters.

The non compliance "gure of 2.86% is an improvement on last year’s 
"gure of 4.05%.

A further two WwTWs (disinfection reporting) are still the subject of 
discussion with the Environment Agency and for this metric these have 
been included as non-compliant WwTWs.

%

35



Exec Summary Book of MetricsIndex Outputs Finance Board Endorsement June Return Overview 2011

EAW Look-up 
compliance

Upper tier 
compliance

UWWD 
compliance

UV 
compliance

All pollution 
incidents

Pollution 
incidents

% PE in 
breach of 
consents

% works in 
breach 

numeric con.

S SS
Single 

Sample

Non-sanitary single sample compliance

90

92

94

96

98

100

2005 2006 2007 2008 2009 2010

%
A number of our consents have limits for non sanitary determinands such 
as metals and pH. Samples are assessed against the target and if there is a 
failure in any single sample, then the works is considered non compliant.

in the report year there were seven single sample failures (as against three 
last year) These failures were at the following works:

- Llanberis - (Iron)
- Penybont - (Cadmium)
- Aberporth - (pH and Aluminium)
- Llety Brongu - (Copper)
- Afan - (Chromium, Nickel and Copper)
- Rhiwsaeson - (Iron)
- Leominster - (Iron)

Performance against this metric has deteriorated from 96.1% compliance 
last year to 90.7% in the report year.

95.7 96.1 90.7
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Water resources

We calculate the gross reservoir storage by reference to our "ve big 
reservoirs in our area, namely Taf Fawr, Taf Fechan, Talybont, Usk and 
Llandegfedd.

In 2010 water supplies to customers were maintained without restriction. 
The exceptionally dry spring and early summer led to near drought 
conditions and there were a number of water quality zones where 
maintaining supply required considerable operational effort. In some 
cases, in was necessary to re-zone and tanker water to maintain supply to 
customers.

We calculate our ability to maintain water supplies to customers during 
dry weather through the “Security of Supply Index” or “SOSI”.  A SOSI score 
of 100 is achieved if all our water resource zones have sufficient headroom 
between water available or use and expected demand for water during a 
dry year.  Last year our score was 99 re!ecting a potential de"cit in two 
very small water resource zones, which together represent less than 0.5% 
of the total amount of water we supply.0
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Ml
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Leakage is one of the components of the total water lost in a network, and 
comprises of physical losses from pipes, joints and "ttings, and also from 
over!owing service reservoirs.  The larger losses are usually from burst pipes, 
or from the sudden rupture of a joint, whereas smaller losses are from 
leaking or "weeping" joints, "ttings, service pipes, and connections. 

Because of the big increase in bursts and leaks, mainly on our customers’ 
own pipe-work, we supplied more water during this period than at any time 
in the previous ten years.  The harsh winter of 2009 meant that we had a 
backlog of leakage to "nd and repair at the beginning of 2010 and this could 
not be recovered during the spring because we had to move some of our 
leakage detection and repair teams to zones where water resources were 
tightest.  We doubled our leak detection and repair resources at the end of 
the summer but that was not sufficient to get us back on track before we 
were hit by the extreme freeze-thaw and the doubling of leakage during 
December and into January.  Total leakage last year ended up at 199Mld, 
some 9Mld behind our target for the year and 3% higher than the previous 
year.  During the report year we repaired nearly 23,000 leaks and bursts, 
saving some 200Mld in leakage, and we currently have a team of around 400 
working on leak detection and repair; this increased level of resource will 
remain in place until leakage is back on track to hit the key 2015 target of 
184Mld.  Our reservoirs were 100% full at the start of this year and our ability 
to maintain supplies this year has not been compromised by the higher than 
target level of leakage.  Over the last 16 years we have reduced our leakage 
by more than half, from 413Mld to 199Mld.

Since October last year we have doubled the resource employed on leakage 
detection and repair and that resource will remain in place until we are back 
on track to achieve the 2015 target of 184Mld.

Mld
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The measure of ‘net energy’ is our total consumption of electricity and gas 
offset by the renewable energy we generate ourselves. In this metric we 
focus on electricity.

The 2010/11 target is the "rst stage towards a 25% cut in our carbon 
footprint by 2015 and includes a part year contribution from our new 
renewable generation at Afan and Cardiff Waste Water Treatment Works.

Electricity usage contributes signi"cantly to the Greenhouse Gas 
Emissions (GHG) reported (Table 42). The Gross Operational Emissions for 
the report year was 288,163 tCO2e as against 294,800 tCO2e, a reduction 
of 6,637 tCO2e. The Net Annual Operational GHG emission in the report 
year was 287,309 tCO2e (294,169 tCO2e in the previous year).

Electricity usage, which accounts for over 85% of the total energy 
consumption, is almost unchanged from last year. This is despite the 
impact of variable (and in some cases extreme) weather conditions such 
as drought,  which has had a large impact on the business, in so far as 
more electricity was needed  to pump treated water and waste water 
across our region. 
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This is the  total power generated by our assets. It predominately comes 
from combined heat and power (CHP), using bio-methane from sewage 
sludge digestion with a small amount coming from hydro-electric 
generation. 

It is measured in GWh where 1GWh= 1,000,000kWh. 

The amount of renewable electricity generated almost doubled from 
10,718,068 kWh last year to 20,546,255 kWh in the report year. This 
increase is largely attributable to the investment in CHP from Advanced 
Anaerobic Digestion of sludge at Cardiff and Afan Waste Water Treatment 
Works. We were also able to deliver more electricity from the existing CHP 
schemes.

GWh
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This is the number of properties affected by internal !ooding due to 
overloaded sewers, but excluding severe weather i.e. storms with a 
con"rmed return period greater than once in 30 years.

Excluding severe weather, a total of 47 properties were subjected to 
Hydraulic Overload (HO) sewer !ooding during the report year. This is 
down by some 40% from last year, and is our best  performance over the 
last "ve years.  There were 14 properties !ooded where the incident was 
attributable to severe weather.

Of the 69 incidents giving rise to internal HO sewer !ooding to the 
affected properties, some 43% arose from !ooding during July, which was 
con"rmed as the  second  wettest July in the 100 years since records have 
been maintained. Two incidents at Wrexham and Colwyn Bay accounted 
for 28 of these 69 incidents.

No of properties.
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The Other Cause (OC) sewer !ooding metric is the total number of 
properties affected by !ooding incidents from equipment failures, 
blockages or collapses at the end of the year.

The number of properties affected (136) is down on the previous year by 
some 31%.The renewed programme of de-silting and the targeting of 
“hot spots”  has contributed to the improvement.

No of properties.
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DG2 Low Pressure  - This applies to the number of properties which at the 
end of the report year have or are likely to receive low water pressure 
(below the stipulated reference level).  

There has been a continued steady downward trend and our performance 
in the report year has improved from 194 to 189.

No of properties.
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This Ofwat serviceability measure applies to the number of properties 
affected by unplanned interruptions lasting more than 12 hours (where 
no warning has been given). 

There has been an increase in the number of incidents across all three 
measures (over 6, 12 and 24 hour duration). There were extenuating 
circumstances, notably the problems caused by the freeze/thaw in 
December and January. 

Of the total number of supply interruptions exceeding 12 hours i.e. 
serviceability measure, 3,441 were in some way attributable to the freeze/
thaw. There was also a similar pattern with the number of interruptions 
exceeding 6 hours which increased from 477 to 3,759 with 3,452 of these 
being in some way related to the freeze thaw. Likewise the interruptions 
to supply greater than 4 hours increased from 20 last year to 520.

One incident in Carmarthenshire, involving 2,805 customers, arose from a 
valve failure, but the freezing weather contributed to the delays in 
restoring supplies to customers. Over this period we received over twelve 
times the number of customer calls we would otherwise have taken and 
the number of leakage repairs undertaken was 30% higher than normal.

This unprecedented position was replicated elsewhere across the UK with 
other water companies experiencing similar problems.  

No of properties.
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This metric measures number of customers receiving a bill based on a 
meter reading (either by the company or the customer) during the report 
year.

There has been an improvement with the DG8 "gure of 99.97% equaling  
our best ever performance (achieved in 2005 and 2009).

%.
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This applies to the percentage of written billing contacts dealt with 
within "ve working days.

Only 61 of the 956,541 contacts were dealt with outside the "ve day 
window.

%
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Customers of water and sewerage companies are entitled to guaranteed 
minimum standards of service, as laid down by the government. Where a 
company fails to meet a standard then it is required to make a speci"ed 
payment to the customer affected. 

These include, appointments not made properly, incidences of low 
pressure, written account queries, payment arrangements not actioned 
on time, written complaints not actioned in time and properties affected 
by sewer !ooding internally and externally.

The number of statutory payments has increased by some 6% but the 
amount of the payments has decreased by some 26%.The main area 
where performance has fallen is with appointments. In the course of the 
year we undertook major system changes and whilst we have taken steps 
to ensure that the data is recorded properly there have invariably been 
instances where this has not always been the case. Consequently, we have 
had to pay more penalty payments and where we were unsure whether or 
not an appointment was made within the relevant period we have erred 
on the side of caution. A suite of reports to verify the accuracy of the data 
has been introduced and a comprehensive training programme is in 
place.

There has been an increase in the number of payments made under our 
Customer Charter. Almost 3,000 of these were ex gratia payments made to 
customers who experienced interruptions of supply caused by the severe 
weather in December 2010 but who were not eligible for payments under 
the GSS Regulations.
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A complaint is classed as avoidable where the water company has failed 
to carry out or complete an instruction agreed with or taken from the 
customer at the "rst time of asking or not completed an action as agreed 
with or expected by a customer.

% of total complaints
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Telephone contacts all lines busy is the total number of calls into the 
principal advertised customer contact points that receive an engaged 
tone.

There has been a 67% improvement in performance from last year. The 
position would have been even better had we not experienced the high 
volume of calls during December when heavy snow impacted on staff 
getting into work.

No.
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% calls abandoned
This is the total number of telephone calls received which were 
abandoned before a company agent could substantively answer them.

The total "gure is 70,577 which is an increase from last year’s "gure of 
26,939.  This increase is largely due to the extreme cold weather 
conditions in December when there were 31,329 abandoned calls. Many 
of these were calls from customers experiencing no water supply due to 
frozen pipes within their homes.
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We receive a variety of types of telephone contact. Some of these can be 
de"ned as 'wanted' from the consumer’s point of view, for example, when 
the caller wants to pay their bill or is providing information or is seeking 
information. Others can be de"ned as 'unwanted'. These are where the 
caller has experienced some form of aggravation (however mild) and this 
has prompted them to make contact.

The number of unwanted calls has decreased (by some 24% from 566,449 
to 432,101). Of the 432,101 unwanted calls logged, 143,035 (representing 
some 11% of the total calls handled and some 33% of the unwanted 
"gure) fall into the “unde"ned” category. We are reviewing the contact 
codes and taking steps to ensure that calls which we have in the past 
failed to de"ne will be properly allocated to the appropriate category.

No of contacts.
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Stage 2 270 237 598 574 354

Total 10,618 10,865 12,596 13,313 11,033

This is the total number of written complaints we receive.

Written complaints include those made by letter, fax and electronic mail 
and comments written on a piece of company correspondence, for 
example a bill.

In the report year we received 11,033 written complaints, 17% fewer than 
last year. Although volumes in this area have reduced 20% year on year 
around two thirds of all complaints relate to billing issues. 

We also responded to 99.8% of these written complaints within 10 
working days, up from 99.6% in the previous year. 

This is a re!ection of some of the initiatives we have in place such as "rst 
time resolution of complaints - “getting it right "rst time”, proactively 
contacting customers on any “repeat calls” and generally keeping 
customers informed.

 The JR11 Reporting Requirements for tables 5 and 5a , changed the way 
escalated claims are classi"ed. This change has not been applied 
retrospectively and we have accordingly calculated and inputted the 
relevant data into Table 5A by applying the JR10 Reporting Requirements. 
We have since put in place new procedures and from 1 April 2011 (and for 
JR12) we will calculate the relevant data using the JR11 Reporting 
Requirements.

No of written complaints.
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This is de"ned as a second complaint from a customer relating to the 
same issue that, in accordance with the company’s approved complaints 
procedure, is reviewed by a person or persons not involved in providing 
the response to the customer’s "rst complaint.

There has been a 38% reduction in this number. The JR11 "gure of 354 
represents 3% of the total number of DG7 complaints (11,033) to which 
we responded in the year.

 The JR11 Reporting Requirements for tables 5 and 5a , changed the way 
escalated claims are classi"ed. This change has not been applied 
retrospectively and we have accordingly calculated and inputted the 
relevant data into Table 5A by applying the JR10 Reporting Requirements. 
We have since put in place new procedures and from 1 April 2011 (and for 
JR12) we will calculate the relevant data using the JR11 Reporting 
Requirements.

No.
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After the water company complaint procedure is exhausted, the customer 
can ask the Consumer Council for Water (CCWater) to take up the matter. If 
they consider there is a service failure that has not been resolved, then 
they will investigate the complaint.

The number of complaints investigated by CCWater Wales fell from ten 
last year to seven this year.

No.
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SIM quantitative score 

All lines busyAll lines busyAll lines busyAll lines busyAll lines busyAll lines busyAll lines busyAll lines busyAll lines busyAll lines busyAll lines busy 2.4

Calls AbandonedCalls AbandonedCalls AbandonedCalls AbandonedCalls AbandonedCalls AbandonedCalls AbandonedCalls AbandonedCalls AbandonedCalls AbandonedCalls Abandoned 46.2

Unwanted Telephone ContactsUnwanted Telephone ContactsUnwanted Telephone ContactsUnwanted Telephone ContactsUnwanted Telephone ContactsUnwanted Telephone ContactsUnwanted Telephone ContactsUnwanted Telephone ContactsUnwanted Telephone ContactsUnwanted Telephone ContactsUnwanted Telephone Contacts 282.7

Total Written ComplaintsTotal Written ComplaintsTotal Written ComplaintsTotal Written ComplaintsTotal Written ComplaintsTotal Written ComplaintsTotal Written ComplaintsTotal Written ComplaintsTotal Written ComplaintsTotal Written ComplaintsTotal Written Complaints 34.9

Escalated Written ComplaintsEscalated Written ComplaintsEscalated Written ComplaintsEscalated Written ComplaintsEscalated Written ComplaintsEscalated Written ComplaintsEscalated Written ComplaintsEscalated Written ComplaintsEscalated Written ComplaintsEscalated Written ComplaintsEscalated Written Complaints 23.2

CCWater InvestigationsCCWater InvestigationsCCWater InvestigationsCCWater InvestigationsCCWater InvestigationsCCWater InvestigationsCCWater InvestigationsCCWater InvestigationsCCWater InvestigationsCCWater InvestigationsCCWater Investigations 4.6

Total SIMTotal SIMTotal SIMTotal SIMTotal SIMTotal SIMTotal SIMTotal SIMTotal SIMTotal SIMTotal SIM 394

The Service Incentive Measure comprises a quantitative and qualitative 
indicator. 

The quantitative measure combines several elements. Each element is 
weighted to re!ect the increasing impact on consumers and the cost to 
the company. The table below shows how the quantitative measure is 
made up, and the weighting of the individual elements.

Element            Weighting
All lines busy     1
Calls abandoned     1
Unwanted telephone contacts    1
Written complaints     5
Escalated written complaints    100
Consumer Council for Water
(CCWater) investigations                            1,000

Our score which we calculate to be 394 is an improvement on last year’s 
"gure of 486.

No.
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2010 4.36 4.30 4.21 4.15 4.26

2009 49k 92k 139k 184k

Total The qualitative indicator measures how satis"ed customers are with the 
quality of service they receive and is based on a survey of customers who 
have had direct contact with us.

Our performance on this element of Service Incentive Mechanism (SIM) 
was 4.26 out of 5.

56



Exec Summary Book of MetricsIndex Outputs Finance Board Endorsement June Return Overview 2011

SIM All line 
busy

Unwanted 
telephone 
contacts

Written 
complaints

Escalated 
written 

complaints

CC Water 
investigations

Quantitative 
score

Qualitative 
score

ComplimentsCalls 
abandoned

Compliments

0

100

200

300

400

Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar

Last year

2010-11 21 47 72 89 108 124 138 157 195 217 230 230

Over the last 12 months we have started recording the number of letters 
or email contacts where customers express their thanks or acknowledge 
the good service they have received. These are recorded as ‘compliment’ 
contacts .

The total received during the year was 230 and 40 of these were 
associated with the December/January  freeze / thaw with many 
customers contacting us to express their thanks for the service provided 
during this difficult time.  There is no industry comparison data available 
but we will continue to track performance going forward.
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This is the number of sewage blockages that require clearing. These are 
caused by an obstruction in a sewer and must give rise to a reportable 
problem such as !ooding or discharge to a watercourse, unusable 
sanitation, surcharged sewers or odour problems. 

This year, several factors have in!uenced the "gures reported for collapses 
and blockages.

Firstly, we have reviewed this measure and believe that the right 
approach is to report each performance failure, instead of each incident.  
The other factor is the acute weather related problems experienced 
during the winter months.  In particular, the extensive use of grit during 
the wintery conditions led to depositions within the sewer network and 
prolonged snow accumulation masked surface discharges, with the result 
being such that blockages only became apparent once the thaw took 
place. 

Prima facie, this change reduces the numbers reported but there is an  
increase arising from more robust data processing.

No of blockages.
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This is the total number of sewer collapses occurring (including collapses 
of gravity sewers and rising mains) . 

The number of collapses has increased from 525 to 552 in the report year. 

We have reviewed the measure and  believe that the right approach is to 
report each incident rather than each property affected, as was the case in 
previous years.  Prima facie this change reduces the numbers reported but 
there is an increase arising from more robust data processing.

No.
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This metric measures the number of mains burst caused by material 
failure and can arise from shortcomings in pipe laying or changes in 
ground conditions.

Water mains burst rates have fallen by 50% since 1990 and over the last 
"ve years has stabilised at around the current level. Almost 25% of the 
network has been renewed and a substantial pressure management 
programme put in place to achieve this.  

Extreme weather plays a signi"cant part in burst performance and our 
best achieved burst rate in 2007 was following two particularly mild 
winters. In 2008 we experienced the "rst of a series of cold winters which 
had the effect of increasing our burst numbers.

The mains renewal activity and a continuing programme of pressure 
management and proactive air valve renewal should help  maintain burst 
level. 

No.
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This is the total number of incidents of unplanned maintenance required 
as a result of equipment failure or reduced asset performance on the 
waste water side of the business.

The number for the report year is lower than in previous years.  There is no 
clear trend over the last four years and, and due to the development of a 
new Business Information Report, and evidenced by the upgrade in the 
Con"dence Grade from B3 to A3, we have greater con"dence in the 
numbers generated this year.

The reference levels set during the last price review were based upon 
analysis that has subsequently been revised, and now that we have more 
robust analysis we will be better placed to make representation at the 
time Ofwat review the relevant reference levels in 2012. We have spoken 
to Ofwat about this and have addressed this point in a separate 
correspondence with Ofwat on 9 June 2011.

The revised "gures shown on the chart re!ect the improved 
methodology.

No.
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This is the total number of sewerage equipment failures which are likely to 
have a detrimental impact on our service to customers or to the 
environment.

 The number of equipment failures reported this year is below the "gure 
reported in recent years. This is attributable to improvement in data 
quality rather than asset performance.

As in previous years, the reported "gure shows the number of site failures 
on the sewerage network that could have led to a detrimental impact to 
service which have been addressed by mechanical, electrical and 
instrumentation technicians. Work is on-going to align this measure to 
business requirements, the work will be completed in time for the 2012 
review of the new serviceability measures.

We have spoken to Ofwat about this and have addressed this point in a 
separate correspondence with Ofwat on 9 June 2011.

No.
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This is the total number of incidents of unplanned maintenance required 
as a result of equipment failure or reduced asset performance on the 
water side of the business.

The number for the report year is lower than in previous years.  There is no 
clear trend over the last four years and, and due to the development of a 
new Business Information Report, and evidenced by the upgrade in the 
Con"dence Grade from B3 to A3, we have greater con"dence in the 
numbers generated this year.

The reference levels set during the last price review were based upon 
analysis that has subsequently been revised, and now that we have more 
robust analysis we will be better placed to make representation at the 
time Ofwat review the relevant reference levels in 2012. We have spoken 
to Ofwat about this and have addressed this point in a separate 
correspondence with Ofwat on 9 June 2011.

The revised "gures shown on the chart re!ect the improved 
methodology.
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Outputs

Outputs Section 
Save for the Water Treatment Works (WTWs) improvement programme, which will deliver increased treatment at 26 WTWs, and the anaerobic 
digestion schemes at 3 Waste Water Treatment Works (WwTWs), a feature of the capital investment programme  for the Asset Management 
Plan 2010-15(AMP 5) period is the signi!cant shift in emphasis away from the construction of large new assets or new “Quality” regulatory 
outputs to a more maintenance driven programme. Maintaining both above and below ground infrastructure assets is essential to maintain 
or improve our serviceability levels and is a main theme of AMP5.  After the !rst year of AMP5, we are generally on track with this programme 
and in the course of the year invested a total of £242 million, split between water £127 million and wastewater £115 million.

Total net expenditure in the report year was £228 million. Our overall capital expenditure is broadly in line with that set out in the Final 
Determination (FD), with regulatory outputs also in line.

Net Expenditure on the water service at £120 million was some £8 million above the FD allowance (at outturn COPI). Key outputs delivered in 
the report year within the water service included delivery of the WTW enhancement schemes at Eithinfynydd WTW and Mynydd Llandygai 
WTW and the major maintenance schemes at Bryn Cowlyd WTW and Capel Dewi WTW, including the Early Start schemes, seven of the 26 
WTW AMP5 schemes, have now been delivered.

During the report year, we delivered 44km of water mains renewals and rehabilitation. This was below the target of 115km but with the full 
programme for Year 2 already fully designed we anticipate catching up over the AMP5 period.

Net expenditure on the waste water service at £108 million was some £2m above the FD allowance (at outturn COPI). The waste water service 
saw the completion of the two major Advanced Anaerobic Digestor schemes at Afan and Cardiff WwTWs which were generating power well 
in advance of their anticipated completion dates.

We delivered 14 km of rehabilitated sewers and through company action, removed 15 properties from the sewer #ooding at risk registers 
(ARR).  We also completed schemes to deliver 2 intermittent outputs carried over from AMP4 during the report year.
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Finance

Financial overview

We have  delivered strong !nancial performance in the report year, balancing the cost of funding the business with continued investment in 
important projects to improve customer service, drinking water quality and the environment.

Financial results
Our turnover in the year to 31 March 2011 was £677 million (2010: £688 million), a fall of 1.7% on last year which primarily re#ects the price 
reduction of 1.0%. Additional revenue from new customers has been offset by household customers switching to metered charging. Our 
unique range of customer assistance tariffs has continued to help support customers who have difficulty paying their bills. By 31 March 
2011 some 37,000 customers were bene!ting from one of these tariffs.

Our total operational costs (excluding IRE and depreciation and before exceptional items) remained stable at £260 million (2010: £260 
million), in#ationary increases being offset by savings following the termination of the outsourced operational contracts – a reduction in 
real terms by some 5%.

Excluding fair value movements and exceptional items, the current cost pro!t before tax was £108 million (2010: £166 million). This pro!t 
was made after funding a 1% reduction in customer bills.

Restructuring of business operations
On 9 February 2010 it was announced that Welsh Water was to undertake the biggest restructuring of the company since it was bought by 
Glas Cymru and became a ‘not-for-pro!t’ company – to meet the toughest efficiency targets the company has ever faced.

The price limits for the !ve years to 2015, set in November 2009 by Ofwat, will allow us to invest £1.3 billion in water quality and other 
improvements. However, we must also reduce our day-to-day operating costs by some 20% to enable the average household bill to fall by 
£30 before in#ation.
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Finance continued

Included in the 2009-10 results were exceptional items totalling £30 million. These provided for the costs of terminating the United Utilities 
Operating Services and Kelda Water Services contracts and for the estimated severance pay and pension top-up required to achieve our 
planned headcount reduction - necessary enabling costs which will help us to create the efficiencies required to meet Ofwat’s challenging 
target.

Financing costs and taxation
Net interest payable (excluding gain/loss on derivatives) of £175 million is £71 million higher than last year. This increase is due to the 
continued high level of retail price index (RPI) in#ation this year, as compared to the negative RPI for the previous year, which has affected 
the indexation charge on our index-linked bond and !nance lease in#ation swaps. This has been offset in part by a £14 million accounting 
pro!t on termination of !nance leases. The average cost of debt during the period was 6.4% (2010: 3.7%).

The taxation credit for the year of £34 million comprises largely the effect of deferred tax movements; these relate principally to the impact 
of a reduction in the corporation tax rate from 28% to 26% and the termination of !nance leases. The group has tax trading losses carried 
forward of approximately £387 million, which the group believes should be sufficient to eliminate tax on trading pro!ts in the remainder of 
the regulatory period ending 31 March 2015, subject to any changes in tax law.

66



Exec Summary Book of MetricsIndex Outputs Finance Board Endorsement June Return Overview 2011

Finance continued

Liquidity and !nancial reserves

We aim to offer a secure, low risk investment to long-term investors. By building and maintaining a strong !nancial position, we intend to 
keep our borrowing costs low, enabling us to !nance future investment in the business efficiently, whilst retaining the scope to return 
money to our customers and keep bills affordable. The group is in a strong liquidity position going forward: cash balances at 31 March 2011 
were £98 million, with a £100 million loan facility and a further £100 million of revolving credit facilities remaining undrawn. 

On Glas Cymru’s acquisition of Welsh Water in May 2001, gearing stood at 93%. Since then, its !nancial position has improved steadily, such 
that gearing had fallen to 67% as at 31 March 2011 and ‘!nancial reserves’ (RCV less net debt) were £1.3 billion.

Credit ratings and interest rate management
The strong credit quality of the business is re#ected in credit ratings which are now the highest in the water sector, despite a very 
challenging Final Determination (FD). The ratings of the company’s Class A and B debt at 31 March 2011 was A/A3/A from Standard & 
Poors’ (S&P) , Moody’s and Fitch Ratings. The S&P rating was placed on negative outlook on 8 March 2011, re#ecting their assessment of the 
potential impact of Ofwat’s FD following the 2009 Price Review. 

There has been a downward reduction in the spread differential to Government gilts during the year across the water sector, re#ecting 
some easing of credit conditions. Welsh Water bonds continue to trade at spread differentials generally below those of equivalent water 
sector bonds of similar maturities.

As at 31 March 2011, approximately 63% of gross debt was index-linked via bonds and derivatives (2010: 60%), with the balance of debt 
(37%) !xed. The expected maturity of the outstanding !xed rate and index-linked bonds ranges from 2021 to 2057, with not more than 20% 
falling due in any two year period, in accordance with our re!nancing policy.

67



Exec Summary Book of MetricsIndex Outputs Finance Board Endorsement June Return Overview 2011

Finance continued

Capital investment

Over £1.5 billion has been invested since April 2005, bringing sustained improvements to customer service, drinking water quality and the 
environment. Total capital expenditure during the year (including IRE) was £242 million (2010: £361 million). We work with an alliance of 
capital investment partners to deliver the investment programme at the best value for money for customers. We are planning to invest 
some £1.2 billion over the current AMP period which runs from 2010 to 2015.

Looking ahead
The Board’s policy is to maintain gearing at around 70%. A key part of our strategy is to minimise customer bills in the long term, and the 
Board judges that this level of gearing will enable the company to efficiently fund the AMP5 investment programme.

Ofwat has set us an efficiency target of a reduction of some 20% in our day to day running costs. In addition to the headcount reduction, we 
will do this by exploiting our recent large investment in new technology, by eliminating the pro!t element, overhead and contract 
management costs of the previously outsourced services, and by investing in ‘green energy’ and processes to reduce power costs. This 
involves considerable expenditure by the Company and forms part of our planned £1.3 billion investment programme to improve services. 

In the face of these major changes, our priority will remain the essential task of guaranteeing safe and reliable services for all our customers, 
as well as safeguarding the environment.

There are no trading transactions in respect of supplies, works or services between Welsh Water and the other companies in the group in 
the !nancial year 2010/11, nor will there be any in the future.
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Board Endorsement

Board Statement
The company has established appropriate processes and systems of control that provide the necessary assurance concerning the reliability, 
accuracy and completeness of the information in the June Return. These systems have recently had ISO9000:2008 accreditation reaffirmed 
following an audit undertaken by SGS Ltd in March 2011 and it is now the fourth year we have had this accreditation.

The Board has con!rmed that it has sufficient processes and internal systems of control to fully meet its obligation for the provision of 
information to Ofwat.

So far as the Directors are aware, there is no relevant audit information of which the company’s Auditor or Reporter are unaware. The 
Directors have taken all the steps that they ought to have taken as Directors in order to make themselves aware of any relevant audit 
information and to establish that the company’s Auditor and Reporter are aware of the information.

Policies and Procedures
‣ Subsequent to the June Return 2006 submission, Grant Thornton was asked to undertake an audit evaluating the systems utilised 

within the business for the completion of that Return. This involved documenting key processes and internal controls and Grant 
Thornton assessing the quality of systems and processes used for generating regulatory information. The conclusion of this study found 
that the systems of control were largely satisfactory. These processes have been followed to produce this year’s June Return and in some 
areas strengthened.

‣ The process mapping exercise, originally undertaken by Grant Thornton, has been expanded and where appropriate amended. As part 
of due diligence, each Welsh Water table owner was required to con!rm that they had completed the table in accordance with the 
process maps and procedure notes and to highlight whether any updates were required. The procedures are kept up to date and are 
published on the Welsh Water Infozone.

‣ Our policy document for the June Return (the ‘Process for the Welsh Water June Return’) was republished. This outlined the formal 
process to be undertaken and, inter alia, the roles and responsibilities of key people including, table owners, the Regulation team, Welsh 
Water Executive (collectively and individually), the Audit Committee and the Board.
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‣ The Company’s ‘Whistle-Blowing Policy’ was reissued in May 2010 as part of the Welsh Water ‘Compliance for Staff’ booklet with its 
importance re emphasised, both to Welsh Water staff and the relevant service providers. This policy contributes to a culture of openness 
within Welsh Water and right across the business, where issues can be discussed and any concerns raised without fear of criticism or 
recrimination.

‣  A clearly de!ned organisational structure has been established for completion of the June Return, with appropriate delegated 
authorities and clearly de!ned allocation of responsibilities, all co-coordinated and managed by the Regulation Department. 

‣ Ownership and responsibility for each regulatory table have been clearly de!ned. Each individual is responsible for adhering to all 
appropriate guidance in the compilation of the data and associated commentary. This also involved formal ‘sign off’ by the individual, 
verifying that the !gures in each line had been obtained from a recognised data source and have been accurately compiled in 
accordance with Ofwat’s latest reporting requirements. In addition, con!rmation was required that any material judgements or 
assumptions had been highlighted and documented, ensuring an accurate audit trail, with a review of con!dence grades where 
applicable. Where material is within an individual’s personal knowledge, he or she is required to con!rm that it is true or, where not, that 
appropriate enquiry has been made.

‣ This ‘sign off’ requirement included our Billing and Income partner, Veolia, and our capital partners involved in the compilation of data at  
Director level.

‣ Allocation of overall responsibility for individual tables and associated commentaries was assigned to the appropriate Welsh Water 
Leadership Team Member. Each was responsible for the review and ‘sign off’ of their own tables and commentaries.

‣ We have worked with the Wales Quality Centre to build on our continuous improvement plans and review our processes for JR11. 
ISO9001:2008 accreditation was reaffirmed following a full audit undertaken by SGS UK Ltd in March 2011, with no major or minor non-
conformities recorded within our quality management system during their assessment. This external endorsement recognises the 
structured processes that we have in place.
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Implementation and Internal Review
‣ Production of ‘June Return Table Packs’ by the Regulation team ensured that all table owners had a single point of reference for all 

information necessary to undertake their speci!c responsibilities. The majority of this information was also available on the Welsh Water 
Regulation team intranet site. These ‘Packs’ included the Reporting Requirements for each table, any subsequent points of clari!cation 
issued by Ofwat, queries received on the previous June Return with the Company response, any Company speci!c guidance to 
Reporters, information on con!dence grades, the Reporter’s report on each individual table and Ofwat feedback to the Reporter. 

‣  In 2009, we introduced a new June Return section on the Welsh Water InfoZone system, with all the information included within the 
table packs (described above) having been placed on the InfoZone. This streamlined the process, improved communication, facilitated 
swifter and more efficient management of documents and reduced the risk of misunderstandings or errors occurring. The process 
worked well and has been used again this year.

‣ One to one training sessions have been undertaken with all table owners where the JR processes have been fully explained, the 
importance of regulatory data being reliable, accurate and complete highlighted and a “table pack”, comprising key documents 
distributed.
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‣ An interim JR10.5 exercise involving the review of selected tables to test some of the key assumptions helped identify issues, focusing 
particularly on tables affected by recent system changes.  

‣ Regular communication between the Regulation Department and all table owners was undertaken prior to and during the preparation 
of the June Return.

‣ During the report year, a programme of mid-term audits was undertaken by the outgoing Reporter and an induction programme was 
put in place to familarise the new Reporter with relevant aspects of the business. We can report that no signi!cant issues were raised via 
these mid-term audits during the report year.

‣  There was regular reporting of key performance indicators to the Board, the Quality and Environment Committee (QEC) and the 
Executive Team throughout the report year.

‣ A rigorous process of internal due diligence meetings was undertaken by the Regulation Department between the 9th May and 3rd 
June, to challenge information, judgements and assumptions made and to ensure compliance with all relevant regulatory guidance.

‣ A review was undertaken by the Regulation team to ensure consistency between the Overview and the individual tables and the 
relevant commentaries.

‣  The ‘sign off’ forms were endorsed by each table owner and the responsible member of the Welsh Water Leadership Team before the 
June Return was submitted to Ofwat. The ‘sign off’ form also included con!rmation from table owners that the process maps had been 
followed. The sign off form has been updated to obtain feedback form table owners with a view to identifying any further improvements 
to the process.

‣ Process review meetings, involving the Welsh Water Executive Directors, took place on 24th May, also attended by the Reporter, the 
External Auditor and table owners. Each table was scrutinised and progress reports were delivered on the internal challenge and the 
Reporter sessions, with any relevant and material issues highlighted and discussed.  
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 External Review and Board Engagement 
‣ The involvement of Grant Thornton initially and subsequently the Welsh Water internal audit department in the review of processes has 

meant that there was a rigorous independent evaluation of the procedures in place.

‣ The recent high level evaluation of the systems in place within Welsh Water, undertaken by the internal audit department, concluded 
that the adequacy and application of internal controls are good, with an overall rating of  `Full Assurance’ - the highest rating achievable. 

‣ The successful attainment of ISO9001:2008 accreditation, with no major or minor non conformities, further reinforced the adequacy and 
suitability of the procedures in place.

‣ There was a formal review and certi!cation of the June Return by the external Reporter and Auditor. The Reporter and Auditor also 
attended the June Board Meeting and provided a brie!ng on the results of their oversight process.

‣ There were formal Audit Committee reviews of the June Return processes and progress in the implementation of these processes. On the 
3rd February 2011, the Audit Committee received the timetable for JR11 and reaffirmed the adoption of the same processes as in the 
previous year. On the 25th May 2011, the Audit Committee received an update on progress.

‣ At its June meeting, the Board received reports from management, the Reporter and the Auditor on the implementation and review of 
the June Return processes which it had approved at earlier meetings. The Board also reviewed and endorsed the Board Overview 
document. As part of the June Return process, each Director has con!rmed that, as at the date of the Board Overview, and as far as the 
Director is aware, there is no relevant audit information of which the Company’s Auditor or Reporter are unaware. The Board met on 3rd 
June 2011 to review the overall June Return process and the operation of the systems of internal control as highlighted above. On this 
basis, the Board were satis!ed that these processes and systems provide the necessary degree of assurance that the information 
reported in the June Return was of the standard that can reasonably be expected of a water and sewerage company complying with its 
regulatory obligations.

      Bob Ayling  Chairman       Nigel Annett Managing Director
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