PR19 Blind year reconciliation for ODIs

Non-standardised ODI calculation pro forma

This page includes a pro forma for companies to explain non-standardised ODI
calculations. That is where the underperformance payment or outperformance
payment cannot be calculated using the calculations within the ODI performance
model from reported performance and must be entered into the model as a value.

Please include the calculation steps in the pro forma. For example include the
following:

performance commitment level;

actual performance level;

performance commitment level met (yes or no);

outperformance or underperformance deadband;

outperformance or underperformance cap/collar;

performance liable to outperformance or underperformance payment;
outperformance or underperformance incentive rate(s);

outperformance or underperformance payment (Em, 2012-13 prices);

any adjustment to the calculated outperformance or underperformance payment,
and the reason(s) for the adjustment.

Any other information, for example:

sub-measure performance levels and weightings; and
if the ODI is based on a 3-year average please include the actual performance
levels for the three years for which the average is calculated.

Apart from the four sub-headings, we have not included a structured layout for the
pro forma — this is to allow companies to explain the calculation steps in the clearest
and most appropriate way for each ODI.

Some companies have performance commitments that are effectively replicated over
the different price controls (that is, multiple performance commitments that are each
part of a total commitment at company level). If it would make understanding of the
calculations clearer, please use one pro forma to cover all related performance
commitments.

This pro forma has been structured for the 2019-20 blind year, but companies should
adapt it for future in-period determinations where necessary using only sections 2
and 4 of the pro forma.
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Pro forma for non-standardised ODI calculations

Water company

Performance commitment unique ID

Company name Dwr Cymru
Submission date 15 July 2020
Performance commitment

F1

Performance commitment name

Asset Serviceability Water

1. Calculation of ODI included in the PR19 final determination (including

Ofwat interventions)

F1: Asset Serviceability Water: Final Determination

2019-20

PC

Stable

Penalty Collar

Deteriorating

Penalty Deadband

Marginal

Penalty

£20 million maximum penalty (£2.5m
per failure) if serviceability is marginal
or deteriorating in any consecutive
two-year period.

PR19 Business Plan Forecast 2019-20 Performance

PC/ Sub-measure ID Unit

F1: Asset serviceability category
Total bursts (nr) nr
Interruptions >12h (nr) nr
Iron non-compliance (as 100- %
Mean Zonal Compliance) (%)

DG2 pressure (nr) nr
Customer contacts - nr
discolouration (nr/ 1000

population)

Distribution Index TIM (as 100- %
Mean Zonal Compliance) (%)

Water Treatment Works Coliforms %
non-compliance (%)

Service Reservoir Coliforms non- %
compliance (%)

Turbidity (nr) nr
Enforcement (incidents number) nr
Unplanned maintenance (nr) nr

Decimal Ref High Low
Places

2019-20

2019-20

Performance Performance
Level level met?
Forecast
na Stable Yes
0 4350 4713 3987 5001 No
0 93 298 0 4000 No
2 0.3 0.64 0.00 0.36 No
0 220 296 144 109 Yes
2 3.09 3.75 2.43 2.2 Yes
2 0.23 0.33 0.13 0.17 Yes
2 0.04 0.07 0.01 0.01 Yes
2 0.00 0.34 0.00 0 Yes
0 5.00 11.00 0.00 0 Yes
0 0.00 1.00 0.00 0 Yes
0 11150 12416 9884 8406 Yes
2
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F1: Asset Serviceability Wastewater: Final Determination

2019-20
PC Stable
Penalty Collar Deteriorating
Penalty Deadband Marginal

Penalty

£20 million maximum penalty (£2.5m
per failure) if serviceability is marginal
or deteriorating in any consecutive
two-year period.

PR19 Business Plan Forecast 2019-20 Performance

PC/ Sub-measure ID

F1: Asset serviceability
Sewer collapses (nr)

Pollution incidents category 1, 2 & 3
(CSO+RM+FS) (nr)

Properties flooded due to other
causes (nr)

Properties flooded due to overloaded
sewers excluding severe weather
(nr)

Sewer blockages (nr)

Equipment failures (nr)

Sewage Treatment Works (STW) %
non-compliance

Population equivalent (PE) % non-
compliance

Unplanned maintenance (nr)

No ODIs as performance target met.

Unit Decimal
Places

category na
nr 0
nr 0
nr 0
nr 0
nr 0
nr 0
% 2
% 2
nr 0

Ref High Low 2019-20 2019-20
Performance Performance
Level level met?
Forecast
Stable Stable Yes
775 905 644 716 Yes
155 229 81 90 Yes
240 283 196 201 Yes
92 132 52 11 Yes
28740 31410 26070 21971 Yes
250 311 190 45 Yes
2.44 3.42 1.46 0 Yes
0.10 0.19 0.01 0 Yes
27493 29627 25358 35226 No
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Assessment of Asset Serviceability

Asset serviceability is assessed in line with our documentation of “Calculation Methodology for Asset
Serviceability ODIs 2015-20" agreed with Ofwat.

In reaching the determination of serviceability, we take into account the following:

e Serviceability indicators may display a degree of natural volatility, and are often affected by
shorter-term influences such as temporary operational factors and exceptional events such as
the weather. Assessment of serviceability should be based on an underlying trend rather than
temporary variances.

e Performance and service trends can be affected by our operational practices, as well as
defective assets. Serviceability should be based on the condition of our assets, not operational
practices.

We perform detailed analysis which helps us understand trends using statistical, spatial and temporal
modelling approaches, and make the distinction between underlying trends and temporary variances.
We review temporary variances and exceptional events on a case by case basis and provide commentary
in accordance with annual reporting.

For each sub-service the performance of all indicators is assessed against the reference levels and
control limits. Where an indicator is outside the control limits we review whether this is the result of
exceptional circumstances or part of a trend. We then make an assessment of overall serviceability,
taking account a) the conclusions of the trend analysis, and b) whether the relevant indicator is primary
or not.




2. Calculation of ODI proposed for in period determination

F1 Asset Serviceability Water

PC/ Sub-measure ID

F1: Asset serviceability

Total bursts (nr)

Interruptions >12h (nr)

Iron non-compliance (as 100-
Mean Zonal Compliance) (%)
DG2 pressure (nr)

Customer contacts -
discolouration (nr/ 1000
population)

Distribution Index TIM (as 100-
Mean Zonal Compliance) (%)
Water Treatment Works Coliforms
non-compliance (%)

Service Reservoir Coliforms non-
compliance (%)

Turbidity (nr)

Enforcement (incidents number)
Unplanned maintenance (nr)
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F1 Asset Serviceability Wastewater

PC/ Sub-measure ID

F1: Asset serviceability

Sewer collapses (nr)

Pollution incidents category 1, 2
& 3 (CSO+RM+FS) (nr)
Properties flooded due to other
causes (nr)

Properties flooded due to
overloaded sewers excluding
severe weather (nr)

Sewer blockages (nr)
Equipment failures (nr)

Sewage Treatment Works (STW)
% non-compliance

Population equivalent (PE) %
non-compliance

Unplanned maintenance (nr)

Unit Decimal Ref High
Places
category na Stable

nr 0 4350 4713
nr 0 93 298
% 2 0.3 0.64
nr 0 220 296
nr 2 3.09 3.75
% 2 0.23 0.33
% 2 0.04 0.07
% 2 0.00 0.34
nr 0 5.00 11.00
nr 0 0.00 1.00
nr 0 11150 12416

Unit Decimal Ref High

Places
category na Stable

nr 0 775 905
nr 0 155 229
nr 0 240 283
nr 0 92 132
nr 0 28740 31410
nr 0 250 311
% 2 2.44 3.42
% 2 0.10 0.19
nr 0 27493 29627

Low

3987

0.00

144
2.43

0.13

0.01

0.00

0.00
0.00
9884

Low

644
81

196

52

26070
190
1.46

0.01

25358

2019-20
Performance
Level Actual

Stable

3848
4536
0.54

95
1.88

0.19

0.01

11812

2019-20
Performance
Level Actual

Stable

670
69

174

42

19670
32
0.89

36143

2019-20
Performance
level met?
Yes
Yes
No
No

Yes
Yes

Yes

Yes

Yes

Yes
Yes
No

2019-20
Performance
level met?

Yes

Yes
Yes

Yes

Yes

Yes
Yes
Yes

Yes

No

The following section provides a brief overview of our assessment of serviceability. Further information
can be found in Part 3 of our Annual Performance Report.
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Water Infrastructure Assessment of Stable

Our assessment of serviceability is “Stable”. Of the six indicators; mains bursts, low pressure,
distribution index TIM, interruptions to Supply, customer contacts discolouration and iron non-
compliance, the only one in which we are above the upper control limit is on the number of properties
affected by supply interruptions >12 hours. On three of the other indicators, mains bursts,
discolouration contacts and properties on the low pressure register, our performance is below the lower
control limit. Iron non-compliance and TIM non-compliance are within the control limits.

The figure for supply interruptions > 12 hours in duration is a volatile measure that can be heavily
influenced by single one-off events that are difficult to predict e.g. 3,142 properties were affects for > 12
hours during the Hereford burst trunk main in November 2019, 332 properties were affected for > 12
hours due to flooding of Mayhill Water Treatment Works in Monmouth during Storm Dennis in February
2020 and 160 properties were affected for >12 hours during the Deeside burst main in February 2020.

We believe that assessments of serviceability should be based on an underlying trend rather than
temporary variances. Whilst there was a large increase in 2017/18 due to the exceptional weather event
of Storm Emma, the overall trend of the measure over the AMP is considered to be stable.
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Water Non-Infrastructure Assessment of Stable

Our assessment of serviceability is “Stable”. All of the indicators are within or below the control limits
and our performance this year has either improved or remains the same as 2018-19.

Comparative information is not available on all measures.
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Wastewater Infrastructure Assessment of Stable

Our assessment of serviceability is “Stable”.

On all six measures we are within or below the control limits.

Comparative information is not available on all measures.
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Wastewater Non-Infrastructure Assessment of Stable

Our assessment of serviceability is “Stable”.

The data for 2019 is provisional until Natural Resources Wales (NRW) sign off the year end performance.

On one of the measures we are below the control limits.

Our performance on unplanned maintenance continues to be above the upper control limit, with the
number of unplanned jobs falling to 36,143 in the year. We have not seen an increase in the number of
asset breakdowns and do not believe that being above the upper control limit is symptomatic of an

underlying deterioration in asset performance.

Comparative information is not available on all measures.
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3. ODI summary (£m, 2012-13 prices)

Field

£m (2012-13 prices)

ODI payment included in the
PR19 FD (including after Ofwat
interventions)

B ODI payment proposed for
blind year reconciliation
C Proposed blind year

adjustment (B — A)

4. Any other information

L




