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1. Introduction

Throughout the year, we monitor our performance against a wide range of indicators, including the following:

. the Measures of Success contained within Ofwat’s 2014 Final Determination (FD);

« asmall number of Measures of Success which were an integral part of our PR14 Business Plan but were nevertheless excluded from the FD. As these were part of the package that
received overwhelming support from our customers, we have continued to monitor performance and have included them in this report;

- key measures of performance used by Natural Resources Wales (NRW) to judge environmental compliance;

« key measures of performance used by the Drinking Water Inspectorate (DWI) to judge drinking water quality compliance;

« measures contained within our “Performance Scorecard”. This is an important tool which helps monitor performance and, whilst the scorecard does not include every single metric
measured, achieving Scorecard targets set by the Board demonstrates that we are on track to deliver a performance overall that would represent one of the best in the industry;
and

. financial measures such as gearing, credit ratings, post-tax return on capital and interest cover.

In this part of the Annual Performance Report we set out how we have performed against the non-financial measures. Performance against the key financial measures is contained within
the Annual Report and Accounts and the regulatory accounts (Parts 1 and 2 of this Annual Performance Report). In Part 4 of this Annual Performance Report we include additional

regulatory information.

In terms of presentation, we have grouped these together by reference to the six Customer-led Success Initiatives, (see section 2.1). These are:

« clean safe water for all; « put things right if they go wrong;
. Safeguard the environment for future generations; - fair bills for everyone; and
« apersonal service that’s right for you; « amore sustainable and prosperous future for our communities.

A summary of overall performance on key measures is contained within section 2.2. In section 2.3 we set out the FD Measures of Success (colour coded by reference to the outcomes
contained within the FD) and also showing to which part of the business they relate.

Performance against each individual metric is set out in section 2.4. Where we can, we have included details of historical performance and how our performance compares with other
companies in the sector. Where we are behind our FD targets, we have provided a brief commentary explaining why this is the case and we also highlight the steps we are taking to
improve. In addition, our performance is recorded on a website called Discover Water (www.discoverwater.co.uk) This is an industry dashboard, providing customers with the latest
information about the water utility sector in England & Wales and how we are performing against other sector companies.

Some of the individual Measures of Success have associated rewards or penalties for over or under performance. Where this is the case, we provide an update and show on the appropriate
graph actual performance against target and, where this places us in terms of earning a reward or incurring a penalty.

Table 3A and 3B, in section 3, contain information required by Ofwat on how we are performing against the Measures of Success targets contained within the FD. Table 3D provides a
breakdown of the qualitative and quantitative elements of SIM. It should be noted that Table 3C (Abstraction Incentive Mechanism-AlM) does not apply to companies operating wholly or
mainly in Wales.

In section 4, we have set out the assurance processes followed in preparing this document and, in particular, ensuring that the information we have provided is accurate and complete.

A statement provided by our Reporter, who audited aspects of this Annual Performance Report, is included in Appendix 1.

In Appendix 2, we include a Management Response on the small number of Reporter observations (relating to Parts 3 and 4 of the APR).


http://www.discoverwater.co.uk
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Final Determination

Key Performance Indicators

Success
Measures of Success

Clean safe A2 i

IN A2 A3 Ala a Process . . . Reservoir
water for all Mean Zonal il Customer M Reliability of o Sample [, CEOTEL | Contror W PSTECON B integrity

compllance Acceptablllty Supply compllance excl pri\!::te contacts¥ Index index
A more
sustainable and B1 o c2 e e Servuc—elabllltw o 0
es qn lng ains BUrsts - LOW rFressure - [ron non comptuance - Interruptions to suppty > rs

Prosperous Water to Climate Eelieelr - Distribution Index - Customer contacts (discolouration)

future for our
communities

Safeguard the
Environment for
future
generations

Abstractions Change

F1 F2
Serviceability)| Leakage

B2
Treating
wastewater

Footprint

F3
Asset
Resilience

B3
Pollution
incidents

Serviceability-Water Non-Infrastructure.

WTW Bacti non compliance - Enforcements - Service Reservoir Bacti non
compliance - Turbidity non compliance - Unplanned maintenance

Serviceability-Wastewater Infrastructure.

Sewer Collapses - Sewer Blockages - Equipment Failures -
Pollution incidents - Properties flooded (OC) - Properties flooded (HO)

Serviceability-Wastewater Non-Infrastructure

Unplanned Maintenance -
% PE in breach of consent - %WWTWs in breach of numeric consents

Personal
service that’s
right for you

D4
Business
Customer

Satisfaction

D3
Properties
flooded

D5
Earning the
trust of
customers

G2
Competency
of Staff

UKCSI score

Put things right
if they go wrong

D2
D1 At risk

SIM
L customer
combined e

G1
H & S RIDDOR
Incidents

Unwanted

calls Complaints

Fair Bills for E1 E2 H2
everyone Affordable Dis;";",g'{gged Bad Debt Financing

Bills Customers

Efficiency

Outcomes

Safe Drinking Water Climate Control Best In Class Customer Service
Protecting the Environment Affordable bills Asset Stewardship

4
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2017/18 2017/18 Vs FD 2017/18 Vs IBP
Outturn Target Target

2017/18 Vs
Previous Year

2016/17
Outturn

RAG vs

Sector Page

2017/18 Annual Performance

A1(a): % sample Compliance (c)

A1(b): Mean Zonal Compliance (c)

A2(a): Customer Acceptability (C) (excluding private contacts)

A2(b): Customer Acceptability (c)
A3: Reliability of Supply

B1: Abstraction for water

B2: Treating used water (c)

B3: Pollution Incidents (c)

C1: Responding to Climate Change

C2: Carbon Footprint-Water

C2: Carbon Footprint-Wastewater
D1: SIM

D2: At Risk - Customer Service

D3: Properties flooded in the year

D4: Business Customer Satisfaction

D5: Earning the Trust of Customers

E1: Affordable Bills

E2: Help for Disadvantaged Customers

99.99%
99.97%
2.9
3.20
12.15 mins
100%
99.47%
111
13,661
37.49 GWh
49.01 GWh
83
575
242
89%
85%
-1%
65,461 *4

99.98%
99.96%
2.79
3.19
43.3 mins
100%
98.21%
112
15,097
42.38 GWh
55.51 GWh
85
613
221
87%
84%
-2%
100,999

>
~
Q:

n/a

*

/a

>

/a

>

n/a
n/a
n/a

n/a

11
12
13
14
15
16
17
17
18
19
20
21
22
23
24

*1 This figure includes customer contacts relating to issues arising from customers’ own private plumbing. If contacts resulting from issues with the customer’s own internal pipes are excluded, the 2017 number is 2.79 contacts per 1,000 customers (2016: 2.9).
* 2 Performance against FD target (i.e. upper quartile) will not be known until all companies publish their Annual Performance Reports in July 2018.

* 3 In terms of the RAG comparison against the sector, the amber assessment is based on the qualitative element of SIM only.

* 4 Both 2016/17 and 2017/18 outturn figure exclude those customers who benefit from our ‘Water Collect’ scheme. If ‘Water Collect’ customers benefitting form a social tarifffmeans of assistance are included, the 2017/18 number is 105,864.

C - Calendar year measure (all others are financial year measures)
FD - Final Determination
IBP - Internal Business Plan
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2017/18 Annual Performance

2016/17
Outturn

2017/18
Outturn

Target

2017/18 Vs FD 2017/18 Vs IBP

Target

2017/18 Vs

Previous Year

* RAG vs
Sector

F1: Asset Serviceability

F2: Leakage

F3: Asset Resilience - Water
F3: Asset Resilience - Wastewater
G1: Health & Safety

G2: Competency for role
H2: Financing Efficiency
Net Promoter Score

Written Complaints

Bad Debt

UKCSI

Unwanted Calls

Process Control Index
Disinfection Index

Reservoir Integrity Index

Red/Amber/Green (RAG)

‘ Upper quartile performance

. Average Performance
‘ Lower quartile Performance

* Industry comparison against the other water and sewerage companies

C - Calendar year measure (all others are financial year measures)

FD - Final Determination
IBP - Internal Business Plan

Stable x 4
175.43
89.5%
73.6%

12
86.6%
AJA2/A
55.4
6,582
£23.3m
76.5
127,449
100%
99.998%
99.98%

*5 Both 2016/17 and 2017/18 outturn figures are based on the strategically important assets listed at the time of the 2014 FD. In

Stable x 4
172.85
90.4%"s5
77.5%"s
14
82%
AJA2/A
63
3,862
£22.1m
76.8
138,193
99.998%
99.992%
99.99%

n/
n/
n/
n/
n/

B R () J( ()

n/a
n/a
n/a
n/a
n/a

n/a

~—

n/a

—~

n/a
n/a

n/a

n/a

n/a
n/a
n/a

n/a

addition, to reporting against this FD measure, we assess performance against the most up to date list of strategically important assets.
On pages 31 and 32 we set out details of performance against both measures.
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2.3 Performance Measures - by reference to Outcomes and PR14 Price controls

Wholesale Waste
Wholesale Water Water

.V
Customer
Compliance Jj Acceptability

D2 c2
i B2 B3
ctfsttgrsnker Carbon Treatin Pollution
Supply TR Footprint wastewater incidents

A3
Reliability of

B1 F3 ol D3
Water = Asset Responding Properties

Leak i ili o to Climate
Abstractions cakage Resilience Change flooded

E1 D1
Affordable SIM
Bills combined

D5
Earning the
trust of
customers

D4
Business

E2
Help for
Disadvantaged
Customers

Customer
Satisfaction

Retail Non Household

Outcomes

Safe Drinking Water Best In Class Customer Service
Protecting the Environment Affordable bills Asset Stewardship
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2.15/- Safety of Drinking Water - % Sample Compliance
100.00 T Key Performance

Indicator

99.98 Summary The overall compliance of 99.98%, is a percentage of the total number of failures
Performance: taken against the total number of tests.
Improved
1 T Vo perfOrmance In 2017, there were 46 failures out of 224,032 total tests taken, compared to 34
' failures in 2016 (237,841 tests).
Customer . Our performance on this measure has not led us to making any direct payments of
99,04 oo Compensation compensation to customers in the financial year 2017/18.
Definition: This measure (included within our scorecard) is the percentage of compliant samples taken
00 9 o at Water Treatments Works, Service Reservoirs and customer taps. This measure takes into
account all the tests analysed as a percentage of those that have failed against European
and National Standards and additional monitoring requirements as reported in DWI
published data. This measure is much less volatile than the Mean Zonal Compliance (MZC)
99.90 measure.
2011 2012 2013 2014 2015 2016 2017
99.98 99.981 99.975 99.98 99.98 99.99 99.98 This measure is reported on a calendar year basis.
Improved
performance
100 % Safety of Drinking Water Industry data
99.96
99.92
99.88
99.84
99.8

E T @ F TS SIS EEESSE SN

I Water & sewerage companies [l Water only companies M 2017-18

Source: Drinking Water Inspectorate - Annual Report 2016 8
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2.4 - MOS A1b - Safety of Drinking Water
Mean Zonal Compliance (MZC)

Appendices

Applicable to Price Control: WHOLESALE WATER OFWAT MOS

Penalty Only

In 2017 our performance level was 99.96%. There were 32 failures out of 45,844 tests
taken compared to 20 failures in 2016.

The highest number of failures was on the ‘Iron’ parameter.

Achieving 100% compliance target is challenging as a failure in zones serving very small
populations will distort the overall picture. We nevertheless, continue to work towards
achieving the FD Target through planned investment and improved operating
procedures.

Amongst the many initiatives aimed at driving improvement in performance are the
following:

e zonal studies which target investment into cleansing and replacing those pipes that
give rise to discolouration contacts, chiefly cast iron mains;

* operational strategy for Water Treatment Works (WTWs), in particular the taste and
odour management strategy for the treatment of Geosmin and Methylisoborneol
(MIB) that will reduce the risk of taste and odour compliance failures;

e lead strategy, including the replacement of both communication pipes and customer
owned service pipes which in the long term will lead to a steady reduction in the risk
of lead compliance failures;

* our disinfection strategy at WTWs and our three year cleansing and maintenance
programme at our service reservoirs will improve the bacteriological quality of water
supplied to customers; and

e we are working with the Water Regulations Advisory Scheme (WRAS) to help
address issues that arise from work carried out by non-approved plumbers and the
use of non-approved plumbing materials, which help eliminate future nickel failures.

Our performance on this measure has not led us to make any direct payments of compensation to
customers in the financial year 2017/18.

%
100 "'"'"'"'"'"'"'"'"'"'"'"'"""""""""""".1 """"""""""" Summary
—— Actual R Performance:
e o« ¢ Target R Improved
99.98 LR performance
00.96 mmm—rt-....ooo N M
Planned
Yo X /1 Improvements:
Penalty
Zone
90,02
99.9

2011 2012 2013 2014 2015 2016 2017 «—> 2019

99.96 9996 9997 99.94 9996 99.97 99.96

FD Target 9998 99.98 100 e > 100

%
100.00
Mean Zonal Compliance Industry performance T Improved Customer
performance Compensation
Definition:
99.90
99.80 " "
TS TSI TP S @
I Water & sewerage companies [l Water only companies [l 2017
9

Source: Discover Water 2016

MZC is published annually in the Chief Inspector’'s Report and is the primary measure used by
DWI to compare overall water quality performance between water companies and regions of
England and Wales. It comprises the average of the MZC % figures for 39 key chemical and
biological parameters that are tested to establish the quality of water as received by customers.

There are regulatory standards for sampling frequency set for each of the 39 parameters
depending on the size of the population being served from the water quality zone. We have 82
water quality zones with some serving very small populations.

This measure is reported on a calendar year basis.
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2.4 - MOS A2(a). Customer acceptability

(excluding contacts arising from issues with the customers own internal pipes) Key Performance
Indicator
Contacts per 1,000 population
bbbt bbb Summary Internally, we monitor and report those customer contacts that arise from problems
— Actual Improved Performance: associated with our assets, i.e. not including contacts which are linked to customers’ own
performance plumbing.
T There were around 1,250 customer contacts that arose from issues with private plumbing in
e 2017. Adopting this approach and excluding the private plumbing contacts, our performance
is 2.79 contacts per 1,000 population, compared to 2.9 per 1,000 population in 2016.
Customer . Payments on Customer Acceptability are reported on page 11.
D e Compensation
Definition: When customers are dissatisfied with the quality of their drinking water they may contact

their water company. A record of the numbers of contacts received by water companies is
sent to the DWI each year and published in the Chief Inspector’s report.

This measure is the number of contacts received from customers in the calendar year
regarding the appearance, taste or odour of drinking water expressed as a rate per 1,000
population served, but excluding contacts from issues with the customer’s own internal

0 pipes.
2015 2016 2017 2019

A
v

Since 2015, any contacts about illness have not been included within this measure.

29 2.9 2.79 This measure is reported on a calendar year basis.

10
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2.4 - MOS A2(b). Customer acceptability

. ' OFWAT MOS
Applicable to Price Control: WHOLESALE WATER Reward &

Contacts per 1,000 population \ Penalty

4 _________________________________________________________________________________
— Actual
o oo Target Summary Our 2017 performance on this measure is 3.19 contacts per 1,000 population. This is an
Improved Performance: improvement on last year’s figure of 3.2 contacts per 1,000 population.
performance We are reporting all customer contacts (including those where the contacts from customers
3 T e e e W arose from customers own private plumbing) in line with data submitted to the DWI. We have

used the latest available population figures and the 2017 population figure is used as the
denominator in calculating this years performance.

Internally, we monitor and report those customer contacts that arise from problems associated

with our assets, i.e. not including contacts which are linked to customers’ own plumbing.
i SRR W There were around 1,250 customer contacts that arose from issues with private plumbing in
2017. (see page 10)

The targets set for the later years of this AMP period are very challenging. Whilst significant

investment is ﬁ!anned, and management attention is focused on this key measure, we will
S Beward Zone struggle to achieve these targets. This year we have incurred a penalty of £1.86m.
Planned Amongst the many initiatives aimed at driving improvement in performance are the following:
Improvements:

e zonal studies which target investment into cleansing and replacing those pipes that give
rise to discolouration contacts, chiefly cast iron mains;

0
e proactively tackling the impact of third parties’ interference. This includes initiatives such
2011 2012 2013 2014 2015 2016 2017/ 2019 as locking down hydrants (6,500 to date) and replacing warning signs on this apparatus,
303 330 336 353 308 320 3.19 where appropriate;
FD Target 254  1.89 123  @------ > 123 ® adopting innovative solutions - there are currently 44 innovation projects in place
targeting improvements; and
e developing a Manganese Strategy comprising catchment management and process
improvements, aimed at reducing the level of manganese from works, both in the short
and long term.
No As the Industry Performance graph on this page illustrates, we are an outlier in performance.
------------------------------------------------------------------------------------------- Although we are taking steps to improve the position, there are underlying circumstances
Customer Contacts (Acceptability) rate which are beyond our control, such as the quality of raw water, which affect this measure. We

per 1,00 population Industry performance believe that the root cause of discolouration contacts being higher in Wales is related to the

prevalent type of source water, which are typically soft and high in manganese.

Improved
performance Customer Our performance on this measure has led us to making a total of 268 payments to the value of
Compensation

__________________________________________________________________________ - £23,958 by way of direct payments of compensation to customers in the financial year 2017/18.

Definition: When customers are dissatisfied with the quality of their drinking water they may contact their water
__________________________________ Y DR RN AN RN RN TR DU RN P company. A record of the numbers of contacts received by water companies is sent to the DWI each
year and published in the Chief Inspector’s report.

This measure is the number of contacts received from customers in the calendar year regarding the
appearance, taste or odour of drinking water expressed as a rate per 1,000 population served. Since

S © K& & O - S & S QRS i ithi i
£ P L F S éb\$ §\$ @Y\ c)@ & & 00$ L& %6* & & Q@ AN o 2015, any contacts about iliness have not been included within this MOS.
B Water & sewerage companies B Water companies W 2017 This measure is reported on a calendar year basis.

Source: Drinking Water Inspectorate - Annual Reports (2016 performance - includes Customer contacts relating to illness). 1
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2.4 - MOS A3. Reliability of supply

Appendices

OFWAT MOS
Reward &
Penalty

Applicable to Price Control: WHOLESALE WATER

Minutes lost per property

In the year, our performance on customer minutes lost (CML) is 43.3 minutes, compared to
12.15 minutes in 2016/17.

In early March 2018 we experienced extremely challenging weather conditions across our
area. A Meteorological Office ‘Red’ warning was issued on 1 March which led to large
volumes of snowfall impacting on much of our operating area. Although we did everything
possible to minimise the disruption, the freeze thaw which followed added to the problem and,
as a result, some 30,000 properties (approximately 2.8% of our customer base) were affected.

If this severe weather incident had not occurred, our performance would have been around
15 customer minutes lost.

This year we have incurred a penalty of £3.9m.

w
o

N
[S)

Although this is an area upon which there is a great deal of management focus, there are
specific weather related reasons why performance has deteriorated.

We continue to focus attention on improving performance and amongst the steps in place are:
e improved planning and delivery of work through the use of non-disruptive techniques;
e increasing the knowledge and awareness of staff through training;

e utilisation of and the increased use of the emergency planning fleet and equipment to
help maintain supplies during operational incidents;

e the implementation of post incident reviews on all significant bursts to prevent
recurrence;

e delivery of water mains repairs through a new Network Maintenance Alliance contract
which will be in place by Autumn 2018. This will facilitate an innovative and collaborative
approach aimed at minimising disruptions to customers and reducing customer minutes

lost;

e strengthening the response capabilities of both our in house teams and our contracting
partners; and

e implementing a Zonal study investment programme to address the high burst frequency
on our mains, ensuring that the investment is targeted in those areas where the risk of
interruptions is greatest.

w
o

N
o

Our performance on this measure has led to us making a total of 23,717 payments to the value of
£1,450,700 by way of direct payments of compensation to customers in the financial year 2017/18.

Of these, 9,828 payments £301,140 have been made under the Guaranteed Service Standards (GSS)
to which all companies must adhere.

—_
o

70 oo Actual T Summary .
e+ e Target Improved Performance:
eeomemeeeeommeneaaeeemnemaaaneemnenaamee] Penalty ____..__._{.. performance
60 Zone
S R
T S ARSI
At ‘Wt e R SR S
Planned
Penalty Zone Improvements:
TR TR SO B e
L .
Reward zone
0
11/12 12/13 13/14 14/15 15/16 16/17 17/18 «—19/20
43 53 51 23 22 12 43
FD Target 36 24 12 e > 12
No Customer Minutes Lost (Interruptions to supply) Industry performance
Improved
performance
Customer
Compensation
Definition:
0

A C & &
S ETE L FFTFESLHIFTES ST
I Water & sewerage companies W Water only companies B 2017

Source: Discover Water - 2016-17 12

Interruptions to supply cause loss and inconvenience to individual customers and communities. They
also cost money to manage and fix.

This measure reports the average minutes of supply interruption per property within our supply area
(including both planned and unplanned interruptions).

This measure is reported on a financial year basis.
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2.4 - MOS B1. Water abstractions

Applicable to Price Control: WHOLESALE WATER OFWAT MOS
Reputational
%
100 e
| d Summary One Category 3 non compliance occurred in the year. This lasted for one day only.
— Actual mprove . . . . . K
berformance Performance: A category 3 incident is one where a non-compliance could have a minor
e Target environmental effect. Having regard to this minor non-compliance occurrence, our
______________________________________________________________________________________ % score on this measure is 99.998% (rounded to 100%).
99.98
Comparative information is not available.
______________________________________________________________________________________ Customer Our performance on this measure has not led us to making any direct payments of
99.96 Compensation compensation to customers in the financial year 2017/18.
Definition: Compliance with abstraction licences is an essential part of environmental protection. We
target (and generally achieve) 100% compliance with the substantive requirements of our
99.94  rrrrrmrrm s ssensonsnesonenenn abstraction licences. The methodology for abstractions performance has been agreed with
NRW.
This measure is reported on a financial year basis.
90,02 s
99.9
14/15 15/16 16/17 1718 +—>  19/20
100 100 100 100
FDTarget _IOO 100 _IOO ‘ ............................ > 100

13
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2.4 - MOS B2. Treating Waste Water

OFWAT MOS
Reputational

Applicable to Price Control: WHOLESALE WASTE WATER
.

Summary Our performance for 2017 is 98.21% compared to 99.47% in 2016. This is based on
Improved Performance: Ten Waste Water Treatment Works (WWTWs) failing, out of a total of 559 WWTWSs with
performance numeric permits. This is the lowest number of total regulatory sample exceedances
_________________________ since 2012.
Five of the ten failures coincided with challenging weather conditions in April 2017
following a period of very dry weather. As a result, the concentration strength of the
........................................................... flow arriving at our WWTWs caused treatment and process difficulties in certain areas.
These have been judged by NRW as not having any significant environmental impact.

Planned The current compliance strategy has delivered an improvement in performance in the
""""""""""""""""""""""""""""""""""""""""""" Improvements: last few years, particularly in operator competence and awareness, Ultra Violet (UV)
compliance and Urban Wastewater Treatment Directive (UWWTD) compliance.
However, the performance in 2017 has led to a comprehensive review of the strategy
with the aim of achieving 100% WWTW compliance and our vision of “All works being
compliant all of the time”.

We will improve through:

95

2011 2012 2013 2014 2015 2016 2017 2019 e the use of our operational and maintenance data to identify deteriorating trends;
e the use of statistical analysis and predictive analytics to forecast potential sample

96.3 98.6 979 99.13 9859 9947 98.21 exceedances:

e earlier intervention by process science teams aimed at preventing non-
FD Target 100 100 100 e > 100 compliance;
e continuing to test and deploy temporary mobile treatment equipment when small
WWTWs are struggling to perform;
e improving sludge handling and treatment to prevent sludge being held in process
tanks;
00 e e shared learning of what causes sample failures;
WWTW Compliant with consent I e targeted capital investment to tackle high priority challenges; and

Industry performance e the adoption of Leading Edge Assets and People (LEAN) processes to realise

SCN AR R I et et efficiencies at WWTWs.

oI Customer Our performance on this measure has not led us to making any direct payments of
Compensation compensation to customers in the financial year 2017/18.
Definition: For each of our WWTWs there is a permit which regulates the quality of wastewater the

N PRNDENN URRRN RRRENE DR RN company is allowed to discharge into rivers and coastal waters. This is regulated by NRW. The

98

97

96
measure is the percentage compliance against the discharge permits.

95

Q 5 The total number of WWTWs is taken from the NRW’s MD109 document.

This measure is reported on a calendar year basis.
B Water & sewerage companies B 2017

Source: Environment Agency - companies performance 2016 14



[Categories 1-3 Pollution incidents per 10,000km of sewer.]

—_

ANNUAL PERFORMANCE REPORT 2017/18

Ofwat
Summary
Performance

Performance

Introduction T e

Appendices

2.4 - MOS B3 Pollution Incidents (Category 3)

Number
SO0 oo
e Actual Improved
e e o« Target performance
250 - s D
0 i TR
L ~"Penalty Zone
Reward Zone
L0 LR EEEEEEEEEEEE,
BO  rrrm oo
0
2011 2012 2013 2014 2015 2016 201/ «— 2019
242 199 122 117 110 111 112
FD Targets 161 154 131 e > 131

DL e L R E LT R L PP PP

Improved
performance

Industry Performance Categories 1-3
Pollution Incidents per 10,000km of sewer

&
B Water & sewerage companies W 2017

Source: Environment Agency and NRW (Discover Water) - 2016

Applicable to Price Control: WHOLESALE WASTE WATER

OFWAT MOS

Reward &

Penalty

Summary
Performance:

Overall, the total number of category 3 pollution incidents (low impact) during the year was
112 (last year 111).

In addition, there were two Category 2 incidents in the year and one Category 1 incident.
The Category 1 incident was the result of silt from an excavation entering a watercourse whilst
we were repairing a clean water mains burst in Neath in February 2017.

On 1 April 2017, NRW introduced a new incident Categorisation Guidance (which classifies
incident by reference to their impact). This year, we have reported to NRW on this new basis.
High Level incidents (major and significant) equate to what were regarded as Serious
Incidents (Categories 1 and 2 respectively). Low Level incidents are equivalent to Category 3.

Our performance in the year has resulted in us earning a notional reward of £893k. In
2015/16 and 2016/17 the respective rewards earned were £987k and £940k. The cumulative
reward for the first three years of the AMPG6 period is £2.820m.

Planned

Improvements:

We have in place a number of initiatives to help reduce the risk of pollution, including:

e the implementation of an Event Duration Monitoring Project, ensuring that all intermittent
assets will have some form of telemetry and allowing us to respond swiftly to operational
incidents and take preventative measures;

e a Water Pollution Improvement Plan has been developed. Outputs include a review of silt
mitigation measures employed on site, updates to the Emergency Response plans and
environmental awareness sessions;

® pressure and condition monitoring to provide early warning of rising mains bursts,
allowing us to rapidly respond and mitigate any impacts;

e raising public awareness around the risks associated with sewer blockages including
television and radio campaigns, open days at Waste Water Treatment Works and other
local initiatives;

e tilisation of the Smarthub telemetry and control team to support alarm management and
ensure that we respond swiftly to potential issues; and

e adoption of industry best practices to improve our understanding of asset performance.

Customer
Compensation

Our performance on this measure has not led us to making any direct payments of compensation to
customer in the financial year 2017/18.

Definition:

15

Pollution incidents are classified into four categories. We report the highest three categories which
are those which affect the environment, category 1 being the most serious.

This measure is the total number of category 3 pollution incidents associated with the water and
wastewater business which we or members of the public identify and report to NRW annually.
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2.4 - MOS C1 Responding to climate change

Appendices

Applicable to Price Control: WHOLESALE WASTE WATER OFWAT MOS

Penalty

During 2017-18, we delivered four RainScape schemes to remove surface water from our
combined sewer systems, equivalent to 1,436 rooftops. This means that we have achieved
the target set for the year.

Amongst the schemes completed in the year were the removal of an impermeable area
and land drains connected to combined sewers at locations in the Pwll area of Llanelli. We
also removed a land drain and roof drainage entering a trunk sewer at Trelewis, Merhyr
Tydfil.

In making this calculation, there is inevitably an element of judgement and subjectivity.
However, we believe that the basis of assessment is fundamentally sound. It was made
whilst weather conditions were normal (i.e. not during a storm or drought period) and is
therefore representative.

We have a programme of investment, with identified schemes which will be delivered in
2018/19. This will contribute to achieving our target of removing the equivalent of water
escaping from 25,000 roof tops by March 2020.

Comparative information is not available.

Our performance on this measure has not led us to making any direct payments of compensation to
customers in the financial year 2017/18.

e Actual Improved Performance:
o e oo Target pesformance
20,000 c’ -----------------
Penalty Zone Planned
___________________________________________________________ Improvements:
0
15/16 16/17 17/18 < > 19/20  customer
1,531 13,661 15,097 Compensation
FD Target 1,000 1,000 15,000 @ > 25000

Definition:

16

This measure reflects the completion of schemes to reduce the amount of surface water entering
the company’s systems. The measure is the volume of surface water removed from the system,
expressed in the number of properties’ equivalent, i.e. what runs off the roofs of properties. The
‘property equivalent’ volume is 100ms p.a.

Our performance on this measure was reset to zero from the start of AMP6 and is then measured
and reported on a cumulative basis.

This measure is reported on a financial year basis.
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Introduction

2.4 - MOS C2 Carbon Footprint | Applicable to Price Control:

OFWAT MOS
GWh Water WHOLESALE WATER WHOLESALE WASTE WATER Reputational
1000 2 5ctial Water = Target Water TR '
Improved Summary Our performance on this measure is 98 GWh of renewable energy generated (86 GWh in
performance Performance: 2016/17), as against a combined target of 70 GWh.

8O0 s s

The rise in generation on the water side of the business was from improved hydro generation,

from 37 GWh to 42 GWh. Ouir first full year of wind energy generation resulted in an increase
B0 wrrrrrrrrmmm e of 5 GWh.

On the wastewater side of the business, Anaerobic Digestion in total was unchanged. The
A0 -ememe e Qe T increase from the new Organic Energy plant at Cardiff was offset by issues at Cardiff Waste
Water Treatment Works (WWTW) (electricity network restrictions) and Afan WWTW (major
engine maintenance). Both these issues are now resolved.

...................... Planned Amongst the initiatives for 2018/19 are:
0 Improvements:
e an Advanced Anaerobic Digestion scheme at Five Fords WWTW, Wrexham. This is in the
14/15 15/16 16/17 1718 19/20 course of construction and will be in use in 2019; and
Water 14.02 50.21 3749 4238 e afurther phase of solar Photovoltaics installations which will more than double our
FD Target 7.11 9.78 12.45 DA > 1778 installed solar capacity.

Comparative information is not readily available.

Waste Water

GWh Customer Our performance on this measure has not led us to making any direct payments of compensation to
0 Vo N Compensation customers in the financial year 2017/18.
— Actual Waste -- Target Waste
Improved
performance Definition: The total GWh of renewable energy generated within the year.
0B rmrmm o m e
This measure is reported on a financial year basis.
70 """""""""""""""""""""""""" """'" :"':" """"
/
35 ceeeeeneoeeean gt e
0
14/15 15/16  16/17 17/18 <+—> 19/20
Waste 45.8 47.16 49.01 55.51
FD Target 32.89 45.22 57.55 ) D > 8222

17
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2.4 - MOS D1 - Service Incentive Mechanism (SIM)

Appendices

Applicable to Price Control:

WHOLESALE WATER

WHOLESALE WASTE WATER
OFWAT MOS

S e T
T Improved

performance

Reward &
Penalty

RETAIL NON-HOUSEHOLD

Summary
Performance:

Reward/Penalty is based on
Ofwat Methodology

75
11/12 12/13 13/14 14/15 15/16 16/17 17/18 «—>19/20

78 84 84 82 83 83 85

Household SIM (This measure only applies to Household customers)

By reference to the formula used to calculate the overall score, our SIM combined score for
the year is 85, which is an improvement on last year’s score of 83. On the qualitative element
of the assessment, we were ranked fifth out of the ten Water and Sewerage companies.

The comparative anal%/sis on this page applies to 2016/17 performance as we will not know
our position for 2017/18 until such time as other companies publish their results. For 2016/17,
we finished seventh out the the ten Water and Sewerage companies.

Non-Household SIM (This measure only applies to Non-Household customers)

A separate non household SIM applies to companies operating wholly or mainly in Wales. We
will not know the comparative position for 2017/18 until such time as other companies publish
their results.

For 2016/17, we finished ninth out of the ten Water and Sewerage companies. The number of
complaints from Non household customers has reduced by some 50% (1,152 to 574) in

2017/18.

We anticipate that this improvement in performance will have a significant effect on our
ranking when comparative information becomes available later this year.

Planned

No Improvements:

Ofwat SIM Overall Improved
performance 2016/17 performance

With a view to reducing the volume of complaints we are:

e |aunching a new system ‘Customer Desk Top’ platform which will allow us to view all
customer contacts received and improve service;

* continuing our Customer Led Success training programme. We will be reviewing how we
use feedback from customers to ensure we improve service and reduce complaints; and

e adopting an ‘Own it, Sort it’ culture to ensure that queries are resolved on the first contact,
where possible.

Customer

S T Compensation

Our performance on this measure has led us to making a total of 3,745 payments to the value of

£357,297 by way of direct gaifments of compensation to customers in the finan.cialsyear 2017/18. Of
these, 1,808 payments (£37,480) have been made under the Guaranteed Service Standards (GSS) to

which all companies must adhere.

o)
N

Definition:

7% --g--f---F----B---%---%--%---%----4---4--4---4---4-R-H----F--Q--Q---Q--

70
N S ISR N A
CEFLITFNT I T L @S

B Water & sewerage companies B Water only companies B 2017/18

Source: Ofwat - SIM results 18

This is the combination of the SIM quantitative and SIM qualitative scores and is the overall score Ofwat
uses to rank companies’ service performance. The quantitative measures combines several elements,
and each element is weighted to reflect the increasing impact on customers. It includes unwanted
telephone calls, written complaints and CCWater investigations.

The qualitative indicator measures how satisfied customers are with the quality of the service they
receive and is based on quarterly Ofwat surveys of a sample of customers who have had direct contact

with companies during the year.

A revision to the Ofwat methodology has changed the respective weighting to 75% qualitative
and 25% quantitative assessment.

This measure is reported on a financial year basis.

The non household SIM measure is derived from a comparative assessment of the volume of non

household written complaints, escalated complaints and CCWater investigations received. V2220818
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1 1 Applicable to Price Control:
2.4 - MOS D2 At Risk Customer Service PP
OFWAT MOS
No WHOLESALE WATER WHOLESALE WASTE WATER Reputational
900 s "Arctial - s . ‘ :
e Target *- Improved
200 e performance Summary We had 613 customers on our ‘At Risk Register’ at the end of the year. (575 in 2016/17)
' Performance:
Our performance on three of the five sub areas has improved this year.
The increase in the number of customers at risk of supply interruptions was largely due to the
adverse weather conditions experienced in March 2018 (see page 12).
Sewer flooding has increased from 70 to 89 in the course of the year and the increase was
largely due to the effects of an exceptional weather event in July 2017, affecting Rhyl,
Abergele and Prestatyn.
00 g e Planned We are assessing assets in the Rhyl area with a view to providing greater catchment
B Low pressure Improvements: resilience to severe weather events and have also installed mitigation measures to protect
200 @ ---- ik -Discolouration-------- properties in the Tywyn area of Rhyl, ahead of developing a permanent solution.
M Interruptions
100 -@-------------F----- - ---- R -Odour------------------ Comparative information for this measure is not available.
I M Sewer flooding
0 customer A tion t t il h b d der MOS, A3, D1 and D3
Compensation ny compensation to customers will have been made under , A3, an .
14/15 15/16  16/17 1718 «—» 19/20 P
Definition: This is a new measure aimed at reducing the number of ‘repeat’ contacts in a number of key areas
702 648 575 613 . . . e . .
and is the number of customers who are on our “At Risk Register” at the end of the financial year.
FDTal’get 850 750 650 4. ......................... > 425
Customers are deemed to be at risk if their service has repeatedly fallen short in one of the following
five areas:
e discolouration of water;
® interruptions to supply;
* |low pressure;
e odour from wastewater assets; or
]

sewer flooding.

On the sewer flooding element of this measure any incidents that arise from transferred
private pumping stations are not included.

This measure is reported on a financial year basis.

19
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Introduction

2.4 - MOS D3 Properties flooded in the year

Applicable to Price Control: WHOLESALE WASTE WATER OFWAT MOS

Reward &

Penalty

Our performance in the year has improved with 221 properties affected by sewer flooding,
compared to 242 last year.

Our performance over the last two years means that we have earned a notional reward of
£1.488m.

Amongst the initiatives aimed at tackling blockages, collapses and equipment failures and
driving good performance are:

e ongoing capital investment, focusing on resolving problems where the risk of flooding is
highest. By 2020 we will have spent some £37m across the sewer flooding programme;

e continuation of ‘Project Resilience’, improving the condition and reliability of our Sewage
Pumping Stations;

e our ‘Let’s Stop the Block’ communications campaign, increasing awareness of the role
customers can play in helping reduce sewer blockages, flooding and pollution; and

e refurbishment of around 18km of gravity sewers, with a focus on preventing sewer
flooding.

The comparative performance assessment on this page is measured by reference to sewer
flooding incidents per 1,000km of sewer.

Our performance on this measure has led us to making a total of 670 payments to the value of
£236,401 by way of direct payment of compensation to customers in the financial year 2017/18. Of
these, 457 payments (£106,149) have been made under the Guaranteed Service Standards (GSS) to
which all companies must adhere.

No
O
e Actual Improved
e+ Target performance Summary
36()  wmcmcmemcmcmemcmcmemcmcmemccaenc e - S — g < - - - e n o e Performance:
Penalty Zone
DF() e e SR KR SN
Reward Zong —— Planned
—_§ Improvements:
T80 T
Q0 T
0
11/12 12/13 13/14 14/15 15/16 16/17 17/18 <«—19/20
186 219 306 265 223 242 221
FD Target 310 300 292 ke > 269
Customer
No Compensation
1790 mm == m e e e e e oo
2016/17 Industry Performance.
Improved No of Properties flooded with Sewage
performance
Definition:
B0 = e e

S & Q$Q\ Q‘é S

Q Q S A\ &

B Water & sewerage companies Bl 2017/18

20

Source: - CCWater and Water Uk (Discover Water)

The number of properties suffering internal sewer flooding per year due to ‘hydraulic overload’ (HO)
and ‘other causes’ (OC). The HO performance excludes flooding due to severe weather i.e. storms
with a confirmed return period of 1 in 20 years. The OC flooding incidents generally arise from
equipment failures, blockages, but can also result from collapses and equipment failures.

Any properties affected by sewer flooding and attributable to the private sewers that transferred to the
company in October 2011 are now included within this measure. Any sewer flooding incidents arising
from transferred pumping stations are not included within this measure.

This measure is reported on a financial year basis.

V217.07.18
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2.4 - MOS D4 Business Customer Satisfaction

%
O T
e ———— T ——it " " "
75 rrrmrermrerersresssssesesesennnnenes Penatty-Zome:------===x=x=x=m=maeee
BO  rrrrrrrm s
2 T bbb
— Actual T Improved
e o o o Target performance
0
14/15 15/16 16/17 17/18 «— 19/20
89 88 89 87
87 88 89 T > 90

Applicable to Price Control: NON-HOUSEHOLD OFWAT MOS

Penalty

Summary
Performance:

Our performance of 87% on this MOS, is below the target of 89%.

Accent undertake a random sample of 500 satisfaction surveys for our non-household (NHH)
customers every six months. The first survey took place in July/August 2017 and the second
survey was in January/February 2018. The scores from these surveys were 4.39 and 4.35
respectively giving us a combined score of 4.37. The score for the year has been calculated
by taking the average of the two surveys and then dividing by the maximum score of 5 to
provide the satisfaction percentage for the year.

We recognise that there are likely to be fluctuations in customer satisfaction views and we
have seen this with the survey undertaken in January/February 2018.

However, we believe that the score remains within the boundary of natural volatility, and is not
symptomatic of a fundamental problem and this is confirmed in the latest Accent Report.

Although falling slightly short of the target, a score of 87% (average of 88% over the last four
years) demonstrates a high degree of customer satisfaction and is well above the penalty
zone.

Planned
Improvements:

Our Customer Led Success strategy will continue to help ensure that NHH customers enjoy a
very high level of customer service and we believe that this will be reflected in future
satisfaction scores.

Amongst the initiatives are:

e arecent re-organisation which, for the first time, has provided a specific Director focus on
our ineligible NHH customers;
engaging with the NHH customers on a regular basis;
the appointment of relationship managers for NHH customers who request a relationship
management service;
implementation of an electronic billing system for NHH customers; and
an improved and expanded range of added value products and services to support our
NHH customers.

Comparative information for this measure is not available.

Customer
Compensation

Our performance on this measure has not led us to making any direct payments of compensation to
customers in the financial year 2017/18.

Definition:

21

Our non household customers are surveyed every 6 months and rate their satisfaction on a 1 (very
dissatisfied) to 5 (very satisfied) scale. The survey question asks customers “Taking everything into
account, how satisfied or dissatisfied are you with the way that Welsh Water handles your account?”

The average of these 1 to 5 scores provides the score out of 5. The average customer score (out of 5)
is then converted into a percentage.

This is not the same as the non-household SIM measure.

This measure is reported on a financial year basis.
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2.4 - MOS D5 Earning the Trust of Customers.

%
OO +oeesesrrs e
— Actual Improved
90 cccc Targee performance
e
B0 e
70 ,; ......
60 _________________‘_ _________________________________________________________________
B reeseeeer e
AQ  -srern e
BO -eeeroeore e
20
14/15 15/16 16/17 17/18 <«—> 19/20
79 81.9 85 84
FDTarget 63 66 68 D S > 75

Appendices

Applicable to Price Control:

WHOLESALE WATER WHOLESALE WASTE WATER
OFWAT MOS
Reputational
RETAIL NON-HOUSEHOLD P
Summary To understand the levels of trust of our customers, we have, during the year, undertaken a
Performance: programme of research to survey both household and non-household customers.
The research is undertaken through computer assisted telephone interviewing, conducted by
Accent. Customers are asked a series of questions about Welsh Water and the services it
provides - including a question asking customers if they “trust Welsh Water to do the right
thing” which is used as the basis for this measure.
Our performance of 84% (85% last year) is based on an annual survey undertaken in the year.
Planned Amongst the initiatives aimed at securing the trust of customers:
Improvements:
e further embedding ‘Customer Led Success’ within the culture, strategic thinking and
operational work of the company;
e regional roadshows and targeted events to showcase our impact on the region and
our planned investment;
e raising our profile through targeted media campaigns, including TV and radio
advertising; and
e developing our ‘On line community’ to engage more effectively with customers.
Comparative information for this measure is not available.
Customer Our performance on this measure has not led us to making any direct payments of compensation to

Compensation

customers in the financial year 2017/18.

Definition:

22

The vision of the company is to “Earn the trust of customers every day”. Measuring the level of
customer trust in the company provides an overall perception of both customer service received and
the reputation of the company.

This measure is derived from the output of two surveys of our customers during the year. The
measure is the average percentage of customers who confirm that they trust us.

The measure will be derived from the results of an annual survey. The annual survey is comprised of a
number of surveys carried out over the year.

This measure is reported on a financial year basis.
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2.4 - MOS E1 Affordable Bills

Appendices

Applicable to Price Control:

Inflation

Qg s
A - Non-household

WHOLESALE WATER

WHOLESALE WASTE WATER

B - Household

OFWAT MOS

Reputational

RETAIL NON-HOUSEHOLD

This measure is set at a company-wide basis and applies to the all four price controls. (see table 1).
The change in average household bill set for the period covered by this report was 1.9% below inflation.

The change in average non-household bill set for the period covered by this report was 0.9% below
inflation.

Our performance on this measure has not led us to making any direct payments of compensation to
customers in the financial year 2017/18.

Summary
Performance:
%
_1 o.'.""'.'.""""'.'""'"'.'""".'.'“-""'.'""."'""‘"'."""'.""‘"'.'."
*
Target
Customer
Compensation
Improved Definition:
performance
2%
APR17 APR18 - APR20
15/16-16/17 16/17-17/18
FD 1% 1% 1%
Target =" 7° o « > B
* The Non- household measure was introduced after PR16.
Table 1 - Price Controls covered by each Performance Commitment
Wholesale Retail Performance
Commitment
Business (Customer Business
Price control: Water Wastewater Household G (Customer Group
roup 1 5
Water <50MI ~ Waste Water >50M|
water
Household
Customers v v v ET (HH)
Non-Household
(non-contestable) (4 (4 (4 v E1 (NHH)
customers
Contestable v v N/A 1

customers

1 In addition to the competitive pressure of Open Water on bills for contestable customers, further protection is provided through the retail business price

control by the gross margin and the supplementary cap mechanism and through the wholesale water revenue control by early stakeholder engagement

for significant changes to wholesale water charges and publication of indicative wholesale water charges both mandated by the wholesale charging rules

for contestable customers.

23

The extent to which the Company will continue to make average customer bills more affordable. Our target
is to keep increases in the average bill for customers not eligible to benefit from Open Water 1% below the
rate of inflation calculated from the change in November RPI. This will be measured by two performance
metrics where the average bill is defined as revenue divided by number of customers.

E1 (HH) Average Household Bill - Performance will be measured at the time that charges are set by
reference to the percentage change from the provisional average household bill for the current year to the
forecast average household bill expected to be recovered from the charges being set for the next charging
year. The calculated change is compared to the rate of inflation determined by the percentage change in
November RPI, the value used for charge setting purposes.

For the purposes of MoS E1 (HH) the average household bill is the sum of the average bill for unmeasured
and measured supplies for water services and the average bill for unmeasured and measured supplies for
sewerage services.

E1 (NHH) Average Non-household Bill - Performance will be measured by the same methodology to that
used to calculate the average Household Bill. The measure will be calculated from the change in the
average bill for business customers within the “customer group 1” classification from the Final
Determination of business retail price controls made in December 2016. E1 (NHH) will be measured at the
time that charges are set by reference to the percentage change from the provisional average customer
group 1 bill for the current year to the forecast average customer group 1 bill expected to be recovered
from the charges being set for the next charging year. The calculated change is compared to the rate of
inflation determined by the percentage change in November RPI, the value used for charge setting
purposes.

For the purposes of MoS E1 (NHH) the average customer group 1 bill is the sum of the average bill for
unmeasured and measured supplies to the “<50 MI Water” customer type and the average bill for
unmeasured and measured supplies to the “Sewerage” customer type.

The measure is reported on a financial year basis.

This historic numbers have been re-aligned so that the real change in average bill relates to the charges set
for the reporting year.
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2.4 - MOS E2 Help for Disadvantaged Customers

Applicable to Price Control: RETAIL OFWAT MOS
, Reputational
No
120000  rrrmmmmmmmmmm oo
m—— Actual Improved Summary Our 2017/18 performance is 100,999 as against a target of 75,000. This is an improvement on
e e o ¢ Target performance Performance: last year, when the figure was 65,461,
100000 . . . . .
The 2014 FD target includes four of the five ‘social tariffs/means of assistance’. Customers
who benefit from ‘Water Collect’ are not included in the 2017/18 figure of 100,999.
80000 ( ,
If ‘Water Collect’ customers were added to the 100,999, the total number of customers
benefitting from social tariffs/means of assistance would be 105,864.
60000 The breakdown as between the different social tariffs/means of assistance is as follows:
40000 Total number of customers/schemes
HelpU 57,118
DO000 #7777
WaterSure Wales™ 33,141
0 Water Direct 11,228
15/16 16/17 17/18 < » 19/20 Customer Assistance fund 5,932
48,734 65,461 100,999
FD Target 52,000 65,000 75,000 e » 100,000 Water Collect 8,276
Total 115,695

*Welsh Water Assist and WaterSure Wales have now been combined.

Some customers benefit from more than one affordable tariff/means of assistance which
explains why the figure of 105,864 differs from the 115,695 reported in the table above.

Comparative information for this measure is not available.

Customer . Our performance on this measure has not led us to making any direct payments of compensation to
Compensation customers in the financial year 2017/18.

The number of customers benefitting from social tariffs. The measure embraces all social tariffs and
means of assistance and includes HelpU, WaterSure Wales, Water Direct, and the Customer

Assistance Fund (but not Water Collect).

Definition:

This measure is reported on a financial year basis.
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Introduction

2.4 - MOS F1 - Serviceabi“ty | Applicable to Price Control:
OFWAT MOS

WHOLESALE WATER WHOLESALE WASTE WATER Penalty

F1 Asset

201112  2012/13 2013/14 2014/15 2015/16 2016/17  2017/18

Serviceability

Summary The suite of indicators have been reviewed for each sub service and our conclusions are as
Performance: follows:

Actual Water

Stable
- Infra

Stable

Water Infrastructure - Stable
Water Non Infrastructure - Stable
Wastewater Infrastructure - Stable

Actual Water Wastewater Non Infrastructure - Stable

Stable Stable Stable Stable Stable Stable Stable

- Non Infra
Further details can be found on the next four pages.
Actual
WEGCEICTEN  Stable Stable Stable Stable Stable Stable Stable Comparative information for this measure is not available.
Infra
P gustomer , Our performance on this measure has not led us to making any direct payments of compensation to
ompensation ; i ;
UWEECNEIC/®N Marginal =~ Stable ~ Stable = Stable = Stable Stable Stable P customers or any voluntary payments in the financial year 2017/18.
Non Infra
Definition: These are the assessments of the recent historical trend in serviceability to customers, as measured

by movements in service and asset performance indicators. There are four separate sub-services, i.e.
water infrastructure, water non-infrastructure, wastewater infrastructure and wastewater non-
infrastructure. We make a judgement about the overall serviceability in each sub-service as one of

the following:
* Improving
e Stable
e  Marginal
[ ]

Deteriorating

The serviceability assessment involves reviewing recent historical trends in a defined suite of asset
performance indicators. Reference levels and control limits have been set for each indicator. An
indicator is regarded as stable when its performance remains within the control limits and oscillates
around the reference level year on year.

This measure is reported on a financial year basis.
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Performance

2.4 - Water Infrastructure serviceability

) Interruptions to supply >12h
No. of Properties

13/1414/1515/1616/1717/18 <«— 19/20

2,502 2,375 5,023 986 19,699

Iron Non-compliance

13 14 15 16
046 059 057 019 034

17 <«—> 19

26

Customer Contacts Discolouration
Contacts per 1,000 population

13 14 156 16 17 <«— 19

202 234 219 235 221

Distribution Index TIM

— Actual -+ Ref

T Improved
— High

performance

99

13 14 15 16
99.80 99.75 99.81 99.93

17 <+«—> 19
99.84

No Mains bursts Low Pressure
5000 " jrproved "l 500 Ne-ofProRerties Summary Performance:
performance === == ssssscnnannannnnn, Improved B fg\}ya' - Ref — High
4000 Lo 375 V.- performance Water Infrastructure - Our assessment of
serviceability is “Stable”.
3000  ~rorrerrene s
DB mrrrmrm e Of the six indicators, the only one in which
200 I [ we are above the upper control limit is on the
number of properties affected by supply
1000 ------mmmmmmmmm e = Actual T Ref "= High interruptions of more than 12 hours duration.
— Low
0 0 The figure for supply losses above 12 hours in
13/1414/1515/1616/1717/18 4%19/20 13/1414/1515/1616/1717/18‘ > 19 QUratlon |Savo|§1tlle measure that can be heaylly
influenced by single one-off events that are difficult
3,833 3,530 3,012 3,679 4,181 130 116 98 92 99 to predict, e.g. trunk main bursts which can present

some extremely challenging engineering and health
and safety issues.

20000 {7777 rmwmmrameas s s | |
Improved — Atwal .. Ref — High | | T This year, the number has been greatly influenced by
16000 Improved the impact of Storm Emma in March 2018. Further
3 Jperformange s s s s s s s s s e details are set out on page 12.
12000 As we have indicated previously, we do not believe
2 that the reference level set for this indicator is
8000 realistic, as it was based on performance in 2009, a
T year when there were only 40 customer properties
4000 — potual -+ Ref — High affected by interruptions of more than 12 hours.
0 0 On two of the other indicators, discolouration

contacts and properties on the low pressure register,
our performance is below the lower control limit.

On bursts (which we regards as the primary
indicator), Iron non-compliance and TIM non-

2.5 R g compliance it can be seen that we are within the
' mprove — Actual -+ Ref — High % .
, [ Peﬁgrmance T powal v Ret = Mg ST o TR control limits.
Although the burst indicator remains below the
ST T reference level, there has been a slight increase in
' the numbers of bursts this year, but we believe that
T S this is within the boundaries of natural volatility.

However, we are continuing to target renewal activity
and optimise pressure management activities to help
achieve good performance on this indicator.

Comparative information is not available on all
measures.
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2.4 - Water non-infrastructure

WTW Bacti Non-compliance Turbidity Non-compliance No. Unplanned Maintenance - Water

% No. of works 16000 o e

0.15 l‘"f,;;;g,;;a' """"""" S 1 l‘",};,‘,;;;;;;{" T — Improved
erformance — High — Low £ — High  — Low JPerormanee e

0.1p y.Pemormance T T gg weerformance .. 12800
0.09  rrrrmmrmrmmrmm e 0.6 s NG g
0000 o A4 -eeeeececemeecccacesamsnscesanasnscecnnssnsnennns | | G400 ceeereenens GG reree g
0.08  mrrrrmrmmmrn oo 2.2 rrrmreremsmsrsssssssssssssssssssssssosssessonee 3200 e T Reference

\/_ — High  — Low

13 14 15 16 17 <+— 19 13 14 15 16 17 <+—= 19 13/1414/15 15/16 16/1717/18 <+— 19/20

0.015  0.00 002 002 002 0 0 0 0 0 10,638 7,805 4,569 6,378 11,129
- _ Summary Performance:

y SRV Bacti Non-compliance No. Enforcements

’ D il Water Non Infrastructure - Our assessment of serviceability is “Stable”.
04 ---- Iorove d """""""""""""""""""""" - ﬁ.ctaal - ﬁeference

- [ -~ LOow
l Pe:;g:;‘;ice l pigg:;\;ie ’ All of the indicators are within or below the control limits.

Last year, we reported that in assessing the number of Unplanned Maintenance jobs we
would (from 1 April 2017) be using an automated process to assess maintenance jobs
(.2 <o ST which are unplanned. In doing so, we are removing an element of judgement in the way
that these jobs are classified and the change will make the process more robust.

The increase in numbers was to be expected and our objective is to use the enhanced
— Actual -+ Reference reporting tool as a means of driving improved performance. This is now in line with the

0 ~ High = Low process followed for reporting Unplanned Maintenance Wastewater.
= ————
. ___________________________________________________
13 14 15 16 17 <«— 19 0 13 14 15 16 17 19 The enhanced reporting of jobs will help improve our understanding of unplanned events
and allow us to target positive intervention on critical assets in advance of equipment or
0 0 0 0 0 0 0 0 0 0 asset failure.

Comparative information is not available on all measures.
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2.4 - Wastewater infrastructure serviceability

Sewer Collapses (*including PST)

600
400 — Actual -+ Reference
— High — Low
200
13/14 14/1515/16 16/17 17/18 «+—> 19/20
393 796 862 836 712
Pollution Incidents Cat 1, 2 & 3
400 N
Improved — Actual Reference
300 l_p_e_r_fp_r_m_ance_________________________f*_‘9f‘________L_‘3V_V ______

L
100 e
0
13 14 15 16 17 «—— 19
C_:t 8 83 88 89 82

NoProperties flooded due to Other Causes (*including PST)
300

Improved
performance

74 JRE LT LR LR LR E R LR R R
— Actual - Reference
— High - Low
0
13/1414/1515/1616/17 17/18 +«—>19/20
140 228 207 224 198

28

No Properties flooded due to Overload
— Actual -+ Reference
— High — Low

Improved
performance No.

0
13/14 14/15 15/16 16/17 17/18 «——> 19/20
52 38 16 18 23

No. of Blockages Sewer Blockages

Improved
performance

35000

- Low

13/14 14/15
12,209% 27,842

15/16 16/17 17/18 «+—>19/20
26,771 24,203 22,612  *excluding PST

Equipment Failures

— Actual -- Reference

High - Low

13/14 14/15 15/16 16/17 17/18 <+—> 19/20
78 46 33 16 37

0/

Summary Performance:

Wastewater Infrastructure - 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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Appendices

2.4 - Wastewater non-infrastructure serviceability

% % of WWTW in breach numeric consent
4 ______________________________________________________________
Improved
performance
3.3 Vo
2.8 rrrrrrmnrmmeene
1.9 Ngreoremrmmm e,
1.2 oo NG NG
— Actual * Reference
— High — Low
0.5
13 14 15 16 17 <+«—> 19
2.10 0.87 1.41 0.53 1.79

— Actual
= High

Population equivalent (PE) - non compliance

* Reference
- Low

4.00 l"'rm'pfévéa """""""""""""""""""""""""

performance

3.00

0.00
13

0.04

17  <«—>19/20

4.45

14
0.1

15
0.03

16
0.02

Unplanned Maintenance - Wastewater

* Reference
— Low

— Actual
— High

13/14 14/15 15/16
47,202 45547 43,132

16/17 17/18 <+——> 19/20
33,664 32,887

29

Summary Performance:

Wastewater Non-Infrastructure - Our assessment of
serviceability is “Stable”.

On one of the indicators, Waste Water Treatment Works (WWTWSs)
failing numeric consents (measured as a % of total works), we are
well below the reference level.

On WWTWSs Look-up Table consents (measured as a % of
population equivalent served) there has been a deterioration in
performance. This arose principally through a failure at Eign
WWTW which serves a population of some 150,000. There were
also failures at Leominster (circa11,000 population) and Ross
Lower Cleeve (circa13,500 population). Due to the large
population served by Eign WWTW and Leominster WWTW,
performance on this indicator is significantly higher than in any
year since 2010. We believe that this is an atypical failure, and on
the basis that performance on this indicator has been consistently
within the reference level tolerances in the last four years, we do
not consider it to be a symptom of underlying asset deterioration.

It should also be noted that we have one inlet (but two separate
permits) serving both Eign WWTW and nearby Rotherwas WWTW.
The Environment Agency are now considering merging these into
a single permit and had this arrangement been in place already,
we would have remained compliant at Eign WWTW.

Notwithstanding that there has been an improvement, our
performance on unplanned maintenance continues to be above
the upper control limit, with the number of unplanned jobs falling to
32,887 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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2.4 - MOS F2 Leakage

MI/d \ Applicable to Price Control: WHOLESALE WATER ogzvﬁlrgzs
2 O Penalty
m—— Actual l Improved
e e ¢ ¢ Target performance
Summary Total Leakage has reduced in line with the AMP6 Business Plan target to deliver performance
Performance: of 172.85 Ml/d during 2017/18. In line with Business Plan commitments, improvements to date

within our Water Balance have been made, specifically in the areas of:

e Meter Under Registration through robust testing of meter performance;
Household Night Usage with the implementation of “Fast Logging” technology; and
Operational Use where analysis of water used for water quality purposes have been
undertaken.

We have also improved our Data Operability and the percentage of properties monitored in
District Metered Areas (DMAS).

The reduction in leakage has also been achieved against a landscape of challenging weather
conditions, including both increased temperatures over the summer period of 2017 and the
severe weather impact of ‘Storm Emma’ during March 2018.

150

11/12 12/13 13/14 14/15 15/16 16/17 17/18 «— 19/20 The performance of 172.85MI/d has delivered below the 2017/18 target of 173Ml/d and is in
line with the achievement of the overall AMP6 Sustained Economic Level of Leakage (SELL)
185.2 1848 1838 1795 1799 1754 1729

glide path target reduction.

FD Target 1810 1770 1730 < > 169.0 Although we have included industry performance in 2017/18 (principally to show how we
have performed against other water and sewerage companies), this is not an accurate
DS comparator as the figures for leakage are based on a company’s economic level of leakage,
Leakage - Cubic Meters per an assessment which is specific to each company.
l Improved KM of Main (per day)
performance Customer Our performance on this measure has led us to making 121 payment to the value of £39,719 by way

Compensation of direct payment of compensation to customers in the financial year 2017/18.

Definition: Total leakage measures the sum of distribution losses and supply pipe losses in megalitres per day
(Ml/d). Itincludes any uncontrolled losses between the Water Treatment Works and the customer’s
stop tap. It does not include internal plumbing losses.

This measure is reported on a financial year basis.

o

S O

Y K

o) S5 SO K &)
Véz\ § QA\$ $%+ QV@ %@$ %Q\e Q$Q\ %Q§ Q)Q\\/ 2% Q?’\L* %Q/ & aF S > N

B Water & sewerage companies B Water only companies I 2017/18

Source: Water UK and CCWater (Discover Water) - 2016/17 performance 30
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2.4 - MOS F3 Asset Resilience - Water

Appendices

Applicable to Price Control: WHOLESALE WATER OFWAT MOS

Penalty

Our performance of 90.4% has improved in the year and we are ahead of the target for the
year which was 83%.

This performance is based upon the list of critical assets included in our PR14 Business Plan
which informed the 2014 FD.

In addition, we monitor and report internally on the updated list of critical assets, recognising
that new and improved data is available to inform the definition of a critical asset. By way of
illustration, the PR14 Business Plan included 91 assets. The current list of critical assets is
now 111. The internally reported performance is 88.7% as against 87.8% last year.

Comparative information for this measure is not available.

%
JOO s nnninnsnnsnanopenssseee e
Improved Summary
performance Performance:
O
90 - M """"""""""""""""""""""""""""
85 """""""""""""""""""""" ""'_"_'-""":""' """""
Penalty Zone
80 e=rn i Customer

e Actual Compensation

Our performance on this measure has not led us to making any direct payments of compensation to
customers in the financial year 2017/18.

e ° ° ° Target

& Definition:
15/16 16/17 17/18 «—> 19/20
D 88.2 89.5 90.4
Target 80 81 83 e > 87

* Both 2015/16 and 2016/17 outturn figures are based on the strategically important assets
listed at the time of the 2014 FD.

31

The percentage of critical assets that are resilient against a set of criteria. Critical assets are those
where failure would have a major impact on service to customers or on the environment.

The list of critical assets is determined by reference to an agreed set of criteria. A resilience scorecard
is used to assess critical designed to measure resilience against the following:

Security and Emergency Measures Directive (SEMD) risk;
Flood Risk;

Coastal Erosion Risk;

Loss of Power Risk;

Loss of Remote Control ability

Loss of any part of the treatment process;

Loss of water or wastewater supply capacity; or

Loss of access to the asset.

This measure is reported on a financial year basis.
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2.4 - MOS F3 Asset Resilience - WasteWater

Appendices

Applicable to Price Control: WHOLESALE WASTE WATER OFWAT MOS

Penalty

The score for resilience of wastewater assets is 77.5% and ahead of the target for the year of
which was 74%.

This performance is based upon the list of critical assets included in our PR14 Business Plan
which informed the 2014 FD.

In addition we monitor and report internally on the updated list of critical assets, recognising
that new and improved data is available to inform the definition of a critical asset. By way of
illustration, the PR14 Business Plan included 35 assets. The current list of critical assets is
now 48. The internally reported performance is 78.3% as against 74% last year.

Comparative information for this measure is not available.

Our performance on this measure has not led us to making any direct payments of compensation to
customers in the financial year 2017/18.

%
100 A ctuallmproved ﬁunf‘marv
e o 0 o Tar'get Performance errormance:
QO +esesre e
B0 -erereeae e
4--“'"”-....- PenaltyZone
. | Customer
F O R EEREEEEEEEEE Compensation
Definition:
60
15/16 16/17 17/18 «— 19/20
73.6 73.6 77.5
FD
Target 71 72 74 4 ................... > 78

* Both 2015/16 and 2016/17 outturn figures are based on the strategically important assets listed at
the time of the 2014 FD.

32

The percentage of critical assets that are resilient against a set of criteria. Critical assets are those
where failure would have a major impact on service to customers or on the environment.

The list of critical assets is determined by reference to an agreed set of criteria. A resilience scorecard
is used to assess critical assets against criteria designed to measure resilience against the following:

Security and Emergency Measures Directive (SEMD) risk;
Flood Risk;

Coastal Erosion Risk;

Loss of Power Risk;

Loss of Remote Control ability

Loss of any part of the treatment process;

Loss of water or wastewater supply capacity; or

Loss of access to the asset.

This measure is reported on a financial year basis.
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2.4 - G1 Health and Safety - RIDDOR

Key Performance

Indicator
No
BO s
l Improved Summary The number of RIDDOR incidents in the year was 14.
performance Performance:

The analysis of the number of RIDDOR incidents against other companies is not a good
AQ o comparator, as the number of employees will vary and not all employers include within their

reported figures incidents involving employees of contractor organisations.

Planned These include:

B0 mrrrrrrmmmr s Improvements:

continuing to build a culture where health and safety is paramount for every job we do;
organising regular ‘safety days’ throughout the year to review best practice and improve
health and safety procedures; and

e operating a ‘Safety Takes Every Person’ (‘STEP’ ) and ‘Take 5’ approach (take 5 minutes)
to assessing the safety of each job.

10 mrrrmmrmrms s Customer .
Compensation Not Applicable.
0 Definition: This is the total number of injuries reported each year to the Health and Safety Executive under the
11/12 12/13 13/14 14/15 15/16 16/17 17/18 Reporting of Injuries, Diseases and Dangerous Occurrences Regulations 2013. (RIDDOR)
21 24 23 20 19 12 14 It includes injuries that occur across the wholesale and retail businesses as well as those involving our

main contractors and capital partners.

This measure is reported on a financial year basis.
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2.4 - G2 Competence for Role

performance

T  woeesrsnsrnes e
T Improved

T
90

85

80

75
14/15 15/16 16/17 17/18

87.6 88.1 87 82

Appendices

Key Performance

Indicator

Summary Our objective is to have 95% of employees with outlined key roles fully competent for the

Performance: particular role they fulfil by 2020. The 82% is lower than last year’s figure of 87%.
During the inclement weather at the tail end of 2017/18, all training courses across the
business were cancelled and this contributed to the slight deterioration in performance. All
training courses scheduled for March 2018 were rescheduled for the first quarter of 2018/19.
This is also in part as a result of the time taken to bring new starters up to a level of
competency and a delay in recruiting a new trainer.
As there will always be turnover of employees, we assess the optimal figure for employee
competence as being 95% at any one time.

Planned We regularly carry out reviews across the business to see whether the teams have the right

Improvements: skills to meet the challenges they will face. We are also committed to helping all of our people
grow and thrive in their careers.

Customer

Compensation

Not Applicable.

Definition:

34

We have a “Knowledge and skills framework” and have established clear role profiles that define key
criteria which we can now use to assess and measure individuals’ knowledge, skills and competence
to undertake their respective roles.

Our objective is that by 2020 (and beyond) 95% of employees performing the outlined key roles will
be deemed competent (with the remainder being new starters in training).

This is in respect of the wholesale business only and the inclusion of the retail business in this
measure is under review.

This measure is reported on a financial year basis.
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2.4 - H2 Financing Efficiency

Key Performance

Indicator
Summary At year end (31 March 2018) we were rated A/A2/A by S&P, Moody’s and Fitch and are the
Performance: highest rated company in the sector. On 26 June S&P confirmed our credit rating at, A but on
Asat31 March 2018 Negative outlook.
H2 Financing 2014/15 2015/16 2016/17 2017/18 Customer .
Compensation Not Applicable.
Definition: The rating ascribed by the three main rating agencies, S&P, Moody’s and Fitch.

A/A3/A A/A3/A A/A2/A A/A2/A

S&P / Moody’s / Fitch

, . Standard &
Company Moody’s Fitch Poor’s
Anglian A3 Neg A A - Neg”
DCWW A2 A A Neg*
Northumbrian Baal Neg Not Rated BBB+
Severn Trent A3 Neg Not Rated BBB+
Southern Baal Neg A- A-
South West Not Rated Not Rated Not Rated
Thames A3 Neg Not Rated BBB+
United Utilities A3 A- A-
Wessex A3 Neg A- BBB+
Yorkshire Baal Neg A A-

Source: Bloomberg as of 4 June 2018
Note: Anglian, Southern, Thames and Yorkshire - Rating of senior bonds only.

*Source: Standard & Poor’s 24 & 26 June 2018 35
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2.4 - Net Promoter Score (NPS)

Key Performance

Indicator
No
L0
Improved Summary The Net Promoter Score has improved from 55.4 in 2016/17 to 63 in 2017/18.
performance Performance:
Yo TR Comparator NPS data for other water companies is not currently available.
A decision was made during “Storm Emma” not to send surveys between 2 and 8 March 2018
inclusive. This was due to an unprecedented operational issue affecting large parts of our
60 operating area which required full business attention. It was deemed inappropriate to survey
customers during this time and the decision was discussed and agreed by the Dwr Cymru
Executive. It has been estimated that the potential implication to the annual score to be no
more than 0.8.
0 Tl
Customer _
Compensation Not Applicable.
D()  wssnneesne e
Definition: The NPS calculation is based on the assumption that customers can be divided
into three categories: “Promoters”; “Passives”; “Detractors”. The NPS is calculated
0 from the percentage of promoters (i.e. those scoring 9 and10) minus the
15/16 16/17 17/18 percentage of detractors (0-6).
54 554 63 The question answered is as follows:

“Based on your experience with us, how likely are you to recommend us to family
and friends, Where O = very unlikely, 10 = very likely”.

Customers are asked to go online to complete a survey that leads to the NPS.

This measure is reported on a financial year basis.
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2.4 - Written Complaints

Key Performance

Indicator

Number of written complaints per 10,000 connections

Summary The number of complaints received decreased during the year to 3,862 (6,582 last year).
Performance:
Planned We continue to review the reasons for complaints and have improvement plans in place.
Improvements: These include, increased levels of daily and weekly ‘progress reviews’ as well as improved
processes aimed at providing good customer service and getting it right first time.
We continue to encourage customers to contact us by their preferred channel, including
email. As a consequence, we continue to receive a large number of complaints via email and
this may partly account for an increase in numbers when compared to earlier years and other
Improved companies’ reported performance.
performance
____________________________________________________________________________ Customer
1500 Compensation See measure on D1 (SIM) on page 18
0 Definition: The number of written complaints (stage 1 & stage 2 (escalated) complaints). Written
11/12 12/13 13/14  14/15 15/16 16/17 17/18 complaints include those made by letter, fax and e-mail and comments written on a
piece of company correspondence, for example a bill.
4,660 3,652 4,079 3,314 7,128 6,582 3,862 . . . . .
This measure is reported on a financial year basis.
No
50w e e e e e e e e e e e e eeee e
Based on 2016/17 connections
Improved
performance
Ly T PP PP PP PP EEPPPEPPPPPPPEEEEEFPEPPPREEEEEEEFPPP BEN PR
PLINEEETEEPPPPEEEEPEPPPPPEEETETTITTPTTREEE B8] ST BN FR
125 ------&--0-%--1--%F-4-F-4F -1k
0
& &
LFELSEL FIF S P
B Water & sewerage companies B Water only companies M 2017/18 37

Source: CCWater report - Water Industry Complaints 2016 to 2017
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2.4 - Bad Debt

Key Performance

Indicator
(£m)
S IR
Improved Summar
performance v . The Bad Debt charge at the end of 2017/18 stood at £22.1M (2016/17: £23.3M).
30 Performance:
Planned The improvement in collection rates and recovery of aged debt has been driven by a
25 Improvements: programme of initiatives which include:

informing credit reference agencies of all late or non-paying customers;

improving our recovery system, Tallyman, to improve the effectiveness of our

collection strategies;

oS e enforcing the regulations introduced by the Welsh Government in 2015 requiring
landlords to disclose the identity of their tenants;

e expanding the financial support provide to low income households through our social

L tariffs;
e targeting customer who won'’t pay their bills as opposed to those who can'’t pay; and
5SS e securing charging orders where appropriate. The 4,000 orders obtained have

secured some £9m of customers debt.

0 Comparative information for this measure is not available.
1112 12/13 13/14 14/15 15/16 16/17 17/18
27 27.4 28.5 29.7 27 233 22.1 Customer .
Compensation Not applicable.
Definition: The charge for bad and doubtful debts for all types of customers.

It includes bad debt element on Council Collection Commission.

This measure is reported on a financial year basis.
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2.4 - UKCSI Satisfaction Score

Key Performance

Indicator
OO0 s

Improved
performance

Summary Generally, there are two UK Customer Satisfaction Index (UKCSI) surveys undertaken in a
Performance: year (published in January and July). They cover a number of sectors and measure customer
satisfaction of their individual experiences with companies within the particular sector.

75

Our performance over the last year has improved with a score of 76.8 (76.5 last year).The
respective scores were 77.1 (in July 2017) and 76.4 (in January 2018).

B esrsrareros o s

Customer .
Compensation Not applicable.

Definition: UKCSI survey a sample of 10,000 consumers in the UK twice per year, with reports
published in January and July. Consumers are asked a range of questions relating to
all companies in the survey (UKCSI members) that they have had an interaction with
in the past 3 months. A minimum of 35 respondents must be achieved to appear in
the UKSCI report and the score published is an average of the past two surveys.

0 This gives us a direct comparison against other companies both within the Utility

15/16 16/17 17/18 sector and across a range of other sectors (Retail, Manufacturing, Healthcare etc),
but it should be noted that the company sample size may be very small.

DB e

75 76.5 76.8
We have no influence with the methodology for this measure to address the
number of respondents who participate in the survey.

This measure is reported on a financial year basis.

UKCSI - January 2018

Dwr Cymru (Welsh Warter)

&0 65 70 75 80 85

Source: UKCSI Report 39



ANNUAL PERFORMANCE REPORT 2017/18

Ofwat

Summary Appendices
Performance

Performance

Introduction T e

2.4 - Unwanted calls

Key Performance

Indicator
No.
500,000  ---+smmnmsssmmmsssmm sl n s
Improved Summary The number of unwanted calls (household and non-household) has increased by some 7%
performance Performance: from 127,449 in 2016/17 t0138,193 in 2017/18.

400,000 -mmmmmmmrrmmnsr s The increase in the volume of unwanted calls is mainly due to the impact of the severe
weather (Storm Emma) in March 2018. The water business received some 13,000 additional
unwanted calls during this period.

300,000 =77 7=
Comparative information on this measure is not available.

Planned See measure on D1 (SIM) on page 18.

200,000 Improvements:

Customer

Our performance on this measure has not led us to making any direct payments of compensation to

100,000 Compensation customers in the financial year 2017/18.
Definition: We receive a variety of types of telephone contact. From a customer perspective,
0 some of these can be regarded as “wanted”, for example when the caller wants to
11/12 12/13 13/14 14/15 15/16 16/17 17/18 pay their bill or is providing or seeking information. Others can be defined as

“‘unwanted”. These are where the customer has experienced some form of service

204,895 142,059 131,346 128,120 134,691 127,449 138,193 failure and this has prompted them to make contact with us.

The volume of unwanted calls from household customers contribute to the overall
SIM.

This measure is reported on a financial year basis.
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2.4 - Process Control Index

Appendices

Key Performance

Indicator

%
100 AT —
99.98  +errnrrnsrans s sl
Improved
performance
R N A
99.94  --eenmmmeeennmeesnnneee N
90,92 +nrrnrrnsens s
99.9
12 13 14 15 16 17
100 99.99 99.92 100 100 99.998
% Process Control Index Industry Performance In}proved
100 performance
92998 -N-B--4---B%---%---0%--F-- -0 SEET TEEl TEEE TP EER -
9299 -N-B--R---%---B---F---F-- ---R---R--f--- -0 -l
9994 -B-N--A---%---%---F-N- ------F--K-- -----F----R-1--- -0
9292 -N-B--4---B%---%---%-F-- -0 SEET TEEl TEEE TP EER -
99.9
Q$Q\ QQ/\& 0_,(<§ %éo Q§ QA$ ®®/ §’$ @ Qg\é Oﬁ/\ “o&\ $%+ Q/%\L‘ véz\ %Q’% %‘J‘f‘) /\‘@ \5\$

B Water & sewerage companies Bl Water only companies W 2017

Source: Drinking Water Inspectorate - Annual Reports

Summary ) Performance against the measure was 99.998%, with only one sample (out of 6,310) failing to
Performance: meet the required quality standard.

Customer

Compensation See measure on A1(B) MZC on page 9.

Definition: The Process Control Index is based on a selection of parameters which are, in

41

general terms, controlled by the process in place at Water Treatment Works.

This measure is reported on a calendar year basis.
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2.4 - Disinfection Index

Key Performance

0 Indicator
100 Brrrrrrerreseereeseeie g

Summary Performance against the measure was 99.99% of tests meeting the required quality standard.
__________________________________________________________________________ Performance: Last year’s performance was 99.99%. There were 16,264 tests performed in the year with
99.98 three test failures.
Improved
performance
Customer .
00,06  ---emereese e e Compensation Not Applicable.
Definition: The Disinfection Index is based on a selection of parameters which explain the
00 .04 < effectiveness of disinfection and pathogen removal. It is calculated by taking the
average of Mean Zonal Compliance figures for coliform, E.coli and turbidity and
measuring it against all test undertaken at works.
99.92 s n oo This measure is reported on a calendar year basis.
99.9
12 13 14 15 16 17
99.98 99.99 100 99.97 99.99 99.99
10000 -~ % _______________ Disinfection Index Industry Performance _____. {...lmnt@y_e_d____
performance
99 --F--04--4--%-BF0PB1--%-00--¥2%-0-0-20-0-F-
998 --F--04--4--%-FFFB1--%-0F--¥2%-0-0-2%--0-F-
97 --F--04--4--%-F0B1--%-00--¥2%0-0-2%-0-¥F-
99.60
) & S > 9
& L & & S o b @ S o§ $ & Q“\$ S
B Water & sewerage companies B Water only companies Il 2017 42

Source: Drinking Water Inspectorate - Annual Reports



ANNUAL PERFORMANCE REPORT 2017/18

Ofwat
Summary
Performance

Performance

Introduction T e

2.4 - Reservoir Integrity Index

Appendices

Key Performance

Indicator

Performance against the measure is 99.99%.

There were 35,228 tests performed during the year, and there were two failures. Last year
there were six failures at five sites.

%
L[ bl Sl
Improved Summary
performance Performance:
Customer

Compensation

Not Applicable.

Definition:

90,02 +nrr
99.9
12 13 14 15 16 17
100 99.95 99.98 99.98 99.98 99.99
%
100.00 --g---g---gcccccccceco---e- e e
Reservoir Integrity Index Industry Performance
Improved
performance
92993 --F--4---%--B-1---0F-HN--"®-F--t------f--H----F---Q-----m--
29387 --F--4---%--0-1--0F--HN--+®-F--t------K--H---¥F-Q0rt--F -0
99.80
A

B Water & sewerage companies B Water only companies | 2017

43

Source: Drinking Water Inspectorate - Annual Reports

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 figures for coliforms and E.coli at SRVs.

This measure is reported on a calendar year basis.
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3. Ofwat Summary Performance

Ofwat PR14 Outcome Performance Commitment and Outcome Delivery Incentive Base Data (Table 3A)

Wholesale Water

A1b Safety of Drinking Water

A2 Customer Acceptability

A3 Reliability of supply

B1 Water abstractions

C2 Carbon Footprint (Water)

D1 Service incentive Mechanism

D2 ‘At Risk’ Customer service

D5 Earning the Trust of Customers

E1 Affordable bills

F1 Asset serviceability

F2 Leakage

F3 Asset resilience (Water)

12.15

37.49

575

-1%

Stable

175.43

w
-
©

3

w

42.38

-2%

Stable

172.8

~
® Cx
»N w 9

90.4

Underperformance
penalty dead band

Underperformance
penalty

Underperformance
penalty

-1.8600

-3.9000

Underperformance
penalty dead band

Underperformance
penalty

Underperformance
penalty

-5.5800

-3.9000

NG =
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3. Ofwat Summary Performance

Ofwat PR14 Outcome Performance Commitment and Outcome Delivery Incentive Base Data (Table 3A)

99.47

B2 Treating used water

Outperformance payment

0.8930

Outperformance payment

4.5590

B3 Preventing pollution

C1 Adapting to climate change 13,661 15,097 s

49.01

C2 Carbon Footprint (Wastewater)

<
HI

D1 Service incentive Mechanism

613

D2 ‘At Risk’ Customer service

D3 Properties flooded
within the year

2

N

(0 o]
~

2

Outperformance payment 1.4880 Outperformance payment 5.8900

D5 Earning the Trust of Customers

E1 Affordable bills -1% -2%

F1 Asset serviceability Stable Stable Yes

~
o
o

U
UL
IR =

F3 Asset resilience (Wastewater) 73.6 Yes
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3. Ofwat Summary Performance

Ofwat PR14 Outcome Performance Commitment and Outcome Delivery Incentive Base Data (Table 3A)

Household Retail

D1 Service incentive Mechanism
D5 Earning the Trust of Customers 84
E1 Affordable bills -2%

E2 Help fg‘:s[t);srggr\;antaged 65,461 100,999

Non-Household Retail
D1 Service incentive Mechanism §74%

Underperformance
penalty dead band

(o]
~

D4 Business Customer Satisfaction

oo
N

1
-—

o
o~

D5 Earning the Trust of Customers Yes

E1 Affordable bills Yes

N N
R R

* This is the number of non-household complaints received and not the overall SIM score, (as was reported in 2017-18).
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3B. Sub Measure Performance Table

F1: Asset Serviceability - Water category - Stable

3,679

. 2

Stable

Total Bursts nr 4,181

986

19,699

Interruptions »12h nr

Iron Non-compliance %

(as 100 Mean Zonal Compliance) 0.34

DG2 Pressure nr

Customer Contacts - discolouration —

Distribution Index TIM
(as 100 Mean Zonal Compliance)

% 99.84

Water Treatment Works
Coliforms non-compliance

%

Service Reservoir
Coliforms non-compliance

%

Turbidity

Enforcement

6,378

Unplanned Maintenance

= = =

~

* CPL - Committed Performance Level
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3B. Sub Measure Performance Table

F1: Asset Serviceability Wastewater category Stable Stable

. 2

836 712

Sewer collapses

Pollution Incidents Category 1,2, & 3

Properties Flooded due to Other
Causes

Properties Flooded due to Overload

Sewers
ex severe weather

24,203

0.53

Sewer Blockages

= = = =
w

Equipment Failures

Sewage Treatment Works (STW)
non-compliance

R

Population Equivalent (PE)
non-compliance

ES

Unplanned Maintenance 32,887

i
~
a

33,664

* CPL - Committed Performance Level
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3D. SIM Table

1st Survey Score score

2nd Survey Score score

3rd Survey Score score

4th Survey Score score

Qualitative SIM Score (out of 75) calc

Quantitative Composite Score score 109.45

Quantitative SIM Score calc

Total Annual SIM Score

49



ANNUAL PERFORMANCE REPORT 2017/18

Ofwat
Summary Appendices
Performance

Performance
Measures

Introduction

4. Assurance
Assurance - The process adopted in preparing this report

The company has established appropriate processes and systems of control that provide the necessary assurance in respect of the information contained within and
underpinning this report. The following paragraphs summarise the processes and systems of control in place.

Policies and Procedures

« Key processes and systems of control are documented and the quality of systems used for generating regulatory information are continually assessed. These
processes have been followed to produce this Part 3 of the Annual Performance Report. Although we are no longer required to produce a June Return, we have
used the same processes as in previous years and retained the concept of ‘data ownership:

+ Methodology Statements are in place for key measures reported in this part of the Annual Performance Report and these have been subjected to internal review
and assessment by the Reporter.

+ As part of targeted due diligence, each DWr Cymru data owner was required to confirm that they had completed the relevant table in accordance with the relevant
Methodology Statement. Any changes to the procedures are kept up to date and are published on the DWwr Cymru intranet, Infozone.

«  We have in place a policy document which outlines the formal process to be undertaken and, inter alia, the roles and responsibilities of key people including table
owners (data owners), the Regulation Department, DWwr Cymru Executive (collectively and individually), the Audit Committee and the Board.

« A’Code of Conduct’ policy document, detailing the behavioural framework required around regulatory data and whistle-blowing was issued in 2014.

«  Ownership and responsibility for each relevant data item has been clearly defined. Each individual was responsible for adhering to all appropriate guidance in the
compilation of the data and providing associated commentary. This also involved formal ‘sign off” by the individual, verifying that the data had been obtained from
a recognised data source and had been accurately compiled. In addition, confirmation was required that any material judgements or assumptions had been
highlighted and documented, ensuring an accurate audit trail, with a review of confidence grades where applicable. Where material was within an individual’s
personal knowledge, he or she was required to confirm that it was true or, where it was not within their personal knowledge, that appropriate enquiry had been
made.

« Allocation of overall responsibility for individual data items and associated commentaries was assigned to the appropriate member of the DWr Cymru Executive.
Each was responsible for the review and ‘sign off’ of their own data items.

« Alarge proportion of the data processing is covered by our Internal Management System which has accreditation to various ISO standards.

Implementation and Internal Review

« Production of ‘data item packs’ by the Regulation Department ensured that all table owners had a single point of reference for all information necessary to
undertake their specific responsibilities. These ‘packs’ included guidance on how to process the relevant data and populate tables, information on confidence
grades and details of where to locate previous Reporter’s reports. Methodology statements and training material were also included.

« All of the information included within the data packs (described above) was made available on the InfoZone.

« Training sessions for data owners were held in March and April 2018, where the processes were fully explained, the importance of regulatory data being reliable and
accurate highlighted.

« Regular communication between the Regulation Department and all data owners was undertaken prior to and during the preparation of this report.

« There was regular reporting of key performance indicators to the Board, the Quality and Environment Committee (QEC) and the Dwr Cymu Executive Team
throughout the year.
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Assurance - (continued)

« A rigorous process of internal due diligence meetings was undertaken by the Regulation Department between the 30th April 2018 and the 23rd May 2018, to
challenge information, judgements and assumptions made and to ensure compliance with the relevant guidance.

« A review was undertaken by the Regulation team to ensure consistency between the Annual Performance Report and the individual data items and the relevant
commentaries.

« The'sign off’ forms were endorsed by each data owner, the Leadership Team members (where relevant) and the responsible member of the DWr Cymru Executive
Team before the publication of the Annual Performance Report.

« A management review meeting of non-financial measures reported in the Annual Performance Report, involving the Dwr Cymru Executive Directors, took place on
29th May 2018. This was also attended by the Reporter, a Business Assurance team member and data owners. For each measure, a summary containing current
year’s performance, historical performance and data owner and reporter issues was produced and formed the basis of the discussions. Material issues were
highlighted and discussed. A final review of the non financial measures was undertaken at the Dwr Cymru Executive Team at its meeting on the 26th June 2018.

Ofwat

Summary
Performance

External Review and Board Engagement

« The Reporter carried out a formal review and certification of all non-financial measures and provided a detailed report commenting on compliance with
procedures, reporting requirements and highlighted any issues with the reported figures.

«  On 16th March 2018 the Dwr Cymru Executive received a paper seeking approval to publish the Final Assurance Plan. Approval was given and the Final Assurance
Plan was published on the 19th March 2018.

« The Audit Committee also received papers to meetings on the 1st November 2017 and the 31st January 2018 detailing the processes in place. Further progress
updates were provided to the Audit Committee meetings on the 6th June 2018 (ahead of the full Board review on the 5th July 2018).

« As part of the external review of data, the Reporter also reviewed performance against the PR14 Final Determination Outcomes and Measures of Success. The
Reporter also attended the Dwr Cymru Executive meeting on the 29th May 2018, the Audit Committee meeting on the 6th June 2018
(where he provided verbal updates) and the Board meeting on 5th July 2018.

« A high level audit and evaluation of the systems in place within DWr Cymru was also undertaken by the Business Assurance team department. This took place in
May 2018 and the report concluded that there is a robust and effective system of risk management, control and governance, with an
overall rating of “Full Assurance”.

« The Board meeting on 5th July 2018 reviewed the overall process, the operation of the systems of internal and external controls and reviewed the key judgements
required in compiling the Annual Performance Report.

« Some of our key stakeholders (e.g. Natural Resources Wales, the Drinking Water Inspectorate and CCWater) also carry out audits and scrutiny of our data.
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27 June 2018

Attention: The Board
DCWW

Pentwyn Road
Nelson

Treharris

Mid Glamorgan
CF46 6LY

Project Name: Dwr Cymru Welsh Water (DCWW) non-financial assurance
Project Number: B2271301

Subject: 2017-18 Annual Performance Report - assurance letter

For the attention of the Board

For the period 2015-20 (AMP6) Ofwat requires companies to complete an Annual Performance Report (APR). As
set out in IN 17/08, for 2017-18 Ofwat expanded the scope of the APR to incorporate additional information
including additional cost and non-cost data in section 4 of the APR and an expanded set of shadow PCs. These
additional items were previously reported outside the APR and are designed to inform its PR19 determinations.

As your technical assurance partner, you asked us to take a risk-based approach to reviewing the following;

Measures of Success (MoS) — We reviewed the 2017-18 full year reported performance for the MoS set out in
your Final Determination (FD) and a select number of processes and Methodology Statements (MS) that were
used to produce the figures.

APR section 4 cost assessment tables (CAT) — We reviewed the 2017-18 data your teams proposed to report
in the APR Section 4 tables that correspond to the old CAT data we reviewed last year, and we reviewed the vast
majority of processes and Methodology Statements that were used to produce the figures. In addition, where
available we checked consistency of your teams’ internal commentaries with those we saw in the audit and
checked whether they contained any obviously misleading or false statements.

We also reviewed the following associated areas — internal key performance indicators (KPIs) that are not part of
your FD; Guaranteed Standards Scheme (GSS) payments; ‘Bidding activity: bioresources market’ APR table. For
these areas we only conducted data audits.

In addition to the annual activities summarised above, we also completed a review of reporting for your Shadow
PCs and a review of the process and controls used to produce your risk and compliance statement. As requested
for both of these areas we will provide our observations in separate letters once we have completed our work.

As agreed, our assurance is risk based, and uses our end-to-end, three stage assurance approach. We note that
due to timing, our review of both your reporting documentation and processes for section 4 of the APR were in the
context of the 2016-17 guidance. There were a limited number of new lines introduced to the APR Section 4
tables via Ofwat Information Notice 17/08 in November 2017. This included lines such as 4P.17 and 19; the
Jacobs U.K. Limited

Registered in England and Wales 02594504

Registered Office: 1180 Eskdale Road, Winnersh, Wokingham, RG41 5TU
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number of, and the capacity of raw water transfer pumping stations. We note we did not undertake documentation
or process reviews of these additional lines whilst you determined ownership and/or developed or updated
existing Methodology Statements and processes. We did undertake data audits for these lines.

At each stage of our assurance activity, our focus was on assessing the level of risk associated with reporting
performance. We also provided your teams with detailed feedback after each stage that explained our
assessment of the risk associated with the reported performance figure and set out any actions. We note that
when reviewing your performance figures we took a risk based approach (via sampling) to the completeness,
reliability and accuracy of the source data that the MoS, KPI or APR Section 4 CAT line draws on, the robustness
of the reported performance figure and the appropriateness of the confidence grade the team had assigned to the
data.

For APR Section 4 CATs we met with your teams to review proposed data for sets of lines that were produced
using the same process (e.g. 4P.7-13, which cover the number of sources by type). As agreed, our focus was on
2017-18 data, and we did not audit prior year figures unless stated otherwise in our audit feedback. You asked us
to undertake limited data audits in January 2018 for CAT lines where you had changed figures after our 2016-17
assurance but prior to submission in 2016-17.

Overall, for the data we covered, other than where indicated otherwise in our feedback, we consider:
e allindividuals within the approval process have signed-off the data;

 you have documentation, processes and controls in place to produce data that are consistent with
the MoS definitions in the FD

« you have processes and controls in place to produce data that are consistent with the 2017-18 APR
Section 4 cost table definitions

+ you have satisfactory processes in place to report data that are compliant with the principles and
rules within the RAGs'

e any rewards/penalties are calculated in line with FD requirements?; and

e your teams’ internal commentaries were consistent with the data we saw at the time of reviewing
them and did not contain any obviously false or misleading statements in relation to that data.

T We have reviewed cost allocation processes for a selection of tables in section 4 of the APR (tables 4L, 4N, 4M, 40, 4V, & 4W)
2 We have reviewed the mechanistic calculation of rewards/penalties pre adjustments for price base, tax and any management adjustments.
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Observations

Figure 1 below summarises the distribution of data scores across your MoS; supporting sub-components; KPls
and APR Section 4 CAT lines that we reviewed for our full year assurance exercise for 2017-18.

Figure 1 Distribution of scores for the data stage — full year
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Measures of Success APR Section 4 CATs KPls, CCWater, GSS, APR Bioresources

During the year we observed that you made progress in developing a base level of documentation. We
understand that you have addressed our actions and made improvements to your reporting documentation and
processes which support your APR Section 4 CAT reporting, thus helping to mitigate single point of failure risks.
The improvements in your teams’ documentation and processes has helped reduce the overall reporting risk and
during the data stage we observed that the majority of your MoS; supporting sub-components; KPls and APR
Section 4 CAT lines, present a low or low to medium level of reporting risk in relation to the actual performance
figure.

For all data we have assured we understand that our risk based assurance approach is designed to support your
own first and second line assurance and your due diligence process. During our full year data assurance exercise
we did identify a limited number of potentially material issues across your MoS; supporting sub-components; KPls
and APR Section 4 CAT lines. Following our feedback your teams were able to satisfactorily address the majority
of the material actions.

As can be seen in Figure 1, all but four of the 130 assessments of MoS, CAT and KPI figures for 2017-18 that we
reviewed were graded A or B at the end of our data stage, indicating that there are no material weaknesses in the
production of the data and that the confidence grade is appropriate.

At the final year-end audit there were four areas where we identified potential material issues with an MoS or APR
section 4 CAT line during the data stage of our assurance work. We briefly discuss these issues in Table 1 below.
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Table 1 MoS or APR Section 4 Cost Assessment Lines where we consider there remain potentially material issues
with the proposed data

Measure of

Success Material issue(s) or minor issues with a material effect

C1 Adapting to climate change

It is not clear that the confidence grade reflects the level of accuracy of the estimated annual flows. The team were
unable to demonstrate that the modelled flows used to calculate the volume of surface water flow diverted away from the
sewer network are within 10% of the actual flow.

APR Section
4 table/lines | Material issue(s) or minor issues with a material effect

4R.14-15 Length of gravity sewer rehabilitated and rising mains refurbished / replaced

We note that the reported performance is in line with previous years. However, there are different figures for the length of
sewer to be reported as replaced and the actual length replaced. We consider the difference is material and should be
investigated and justified by the team.

4P.20 and 63- 4P.20-Total length of raw water mains and conveyors and 4P.64-Total length of non-potable and partially treated
64 main for treatment.

We note that the team is unable to separately identify data for line 4P63- 64 and have therefore reported zero and
included the length for this line within 4P.20. The team are undertaking an exercise to improve the data and enable
separate reporting for 2018/19.

4R.8-10 Number of combined sewer, emergency and settled storm overflows

The classification of overflows on SAP does not match the Ofwat definition and therefore the reported number is an
approximation. For future years the team is reviewing the data against consent information.

Overall, we consider we have worked constructively to identify key reporting risks and issues associated with the
PC and APR section 4 CAT figures you are proposing to report. In addition to the material observations we also
note the following general observations. These focus on the data stage of our assurance for the MoS set out in
your Final Determination and your APR Section 4 CATs. They also touch on your internal KPIs and include
summary observations from our review of your documentation and processes. We provided more detailed
observations on our findings from the first two stages of our approach to you and your teams as we completed
them and in our January 2018 interim assurance letter.

e We observed that your internal due diligence process had worked well, and feel this is reflected in our final
data scores. Although we note that for the majority of processes, teams were unable to demonstrate that
they had applied the checks and controls detailed in their methodology statements. For future reporting we
recommend teams develop auditable sign off of checks and controls and suggest that this is something you
incorporate as part of your assurance plan for 2018-19.

e As noted our risk based assurance approach is designed to support your own first and second line
assurance and during our reviews we did identify a limited number of potentially material issues. For
example, across the bioresources tables we did identify a failure in first and second line checks, resulting in a
large number of data points that were restated based on our observations. For these tables, we recommend
ensuring that first and second lines checks are completed noting that as agreed our assurance is risk based.

« Ofwat has not requested companies assign confidence grades to the APR Section 4 CAT data for 2017-18.
We understand that you have encouraged teams to continue to assign confidence grades to data and we



JACOBS
Subject: 2017-18 Annual Performance Report - assurance letter

observed that the majority of teams had continued this as best practice, and that where assigned these were
generally appropriate for the process and data. We have identified some areas where, although the
confidence grade is appropriate for the specific process and data, we would expect confidence to be higher
given the information being reported and Ofwat’s minimum expectations set out in 2016-17. The following
measures are examples of this; SVWWI-Equipment failures; and 4U.21 Odour complaints.

e During audits we were generally able to trace data back to corporate systems without identifying issues.
However, for some areas it was difficult to trace back to source. For example, during the APR bioresources
audit we could not trace back to the actual contractual information, but note the team was able to provide us
emails stating confirmation from the procurement team. For the financial tables that we reviewed, as agreed
we traced data back to table 4D and 4E.

e During our review of your internal KPI, Net Promotor Score (NPS), we found that you deviated from the
documented methodology by deciding not to send out surveys during a storm event (Storm Emma). We
recognise that this decision was taken at DCE and understand the rational, but note that the drafting of the
Methodology Statement did not include any exclusions for severe weather events. For future years the NPS
may be incorporated into baselines for the new CMEX measure and similar deviations from the MS would
lead to a higher risk.

e As noted above we have reviewed the mechanistic calculation of 2017-18 rewards/penalties. For leakage we
note the current audited position is 172.85 MI/d and that this has been derived from a combination of
methodological changes, data changes and real changes in the level of leakage. For 2017-18 we have not
observed any material weaknesses with your leakage performance figure, although we did observe that the
inclusion of plumbing losses has a material effect (reduction of 18MI/d) on the reported performance and has
the effect of offsetting an increase in actual leakage (of 10Ml/d). We note that application of these changes is
supported by evidence and understand that it is consistent with your PR14 leakage strategy. However, Ofwat
has stated in its PR19 methodology, and also stated in industry workshops, that it expects companies to
relate reported performance and any ODI rewards or penalties to real performance changes, and not
definitional, methodological or data changes. Your internal documentation clearly identifies how your leakage
performance is calculated and reported on but we would advise you to ensure that your approach is also
clearly articulated to Ofwat.

e Inline with your approach last year, you are recording restitution costs you incur and compensation
payments you make (including potentially GSS payments), with a view to offsetting them against any
potential penalties at PR19 (to avoid ‘double jeopardy’). In your FD, Ofwat accepted your position on double
jeopardy in principle but noted that it expects you to clearly explain why an incentive should not apply in the
event that you felt double jeopardy had occurred. For 2017-18 we understand that you have grouped costs
associated with low pressure, water quality failures and supply interruptions. These costs are not all directly
related to the same ODI and there is a risk that, should this group be subsequently used to offset penalties
for Customer Minute Lost (supply interruptions), for example, the offsetting would be partly based on
payments made for unrelated service failures. We recommended that you continue to be transparent on how
your rewards and penalties are calculated.

e Across each of the stages of our assurance approach we note there remains scope for your teams to further
reduce reporting risk. For example, we continued to observe that there was scope to improve your contact
team’s initial categorisation of operational calls from customers (eg: the teams responsible for reporting
drinking water quality and odour complaints performance and during our assurance we observed that for
some measures (odour, F1 serviceability etc.), your teams rely on a small number of SAP reports to extract
information that then requires a number of additional stages of analysis to arrive at final reported figures.
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We set out actions in the detailed feedback we provided at each stage of our activity (including noting outstanding
actions during our re-review of your MS) and we understand that addressing outstanding actions will form part of
an ongoing improvement programme for 2018-19.

Conclusion

Overall across all the areas we have reviewed, we observed robust processes and reporting procedures. We
consider we have worked constructively together to identify key reporting risks and issues associated with the
MoS, KPIs and APR Section 4 CATs that fell within the scope of our assurance. We have been helped by the
open, co-operative and committed attitude of your teams.

As noted in our findings we have identified some areas of risk and some areas for improvement. For example, we
have noted areas where teams can continue to improve documentation, which will ultimately help reduce overall
reporting risk. We also note that you are planning to undertake further work on improving reporting processes for
some measures.

Finally, this is the first year we have applied our full end-to-end, three stage assurance approach to your APR
Section 4 CAT reporting (documentation, process and data). For 2018-19 we look forward to continuing to build
on the constructive work we have done together as you further strengthen your reporting and continue your
ongoing improvement plans for future years.

Yours sincerely

#

Andrew McGeoghan

Head of Economic Regulation
01212374000
andrew.mcgeoghan@jacobs.com
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APR Part 3

Reporter Feedback

“It is not clear that the confidence grade reflects the level of
accuracy of the estimated annual flows. The team were unable to
demonstrate that the modelled flows used to calculate the
volume of surface water flow diverted away from the sewer
network are within 10% of the actual flow".

MOS C1 - Adapting to climate change

Management Response

In making this calculation, there is inevitably an element of judgement and
subjectivity. However, we believe that the basis of assessment is
fundamentally sound. It was made whilst weather conditions were normal
(i.e. not during a storm or drought period) and is therefore representative.

APR Part 4

Reporter Feedback

Table and Lines

Table 4R Lines 14 and 15 “We note that the reported performance is in line with previous

years. However, there are different figures for the length of sewer
to be reported as replaced and the actual length replaced. We
consider the difference is material and should be investigated by
the team”.

Length of gravity sewers rehabilitated
and rising mains refurbished /
replaced.

Management Response

We have maintained a consistent methodology for the reporting of sewer
rehabilitation. This is based on restoring a manhole-to-manhole length of
sewer to operational service, by repairing the sewer defects within that
length. We believe that this methodology is appropriate and consistent with
industry guidance, but we will be consulting with the wider industry to
ensure that this is the case. Historically, we have reported sewer defects on a
‘manhole to manhole length of sewer’basis.

“We note that the team is unable to separately identify data for
line 4P.63-64 and have therefore reported zero and included the
length for this line within 4P.20. The team are undertaking an
exercise to improve the data and enable separate reporting for
2018/19"

Table 4P Lines 20 and 64

Total Length of raw water mains and
conveyers.

Total length of non-portable and
partially treated main for treatment

We do not have any water mains ‘designated’ as ‘partially treated’ within our
database and all of these mains are designated as raw water mains and
reported in line 20. In the course of the year, we intend undertaking a manual
exercise tracing the circa 542km of raw water mains contained within our
database and will designate them by reference to those non potable mains
with are (1) partially treated and (2) are used for the purpose of transferring
water from source to treatment. This will facilitate separate reporting in line
64 for 2018/19.

“The classification of overflows on SAP does not match the Ofwat
definition and therefore the reported number is an
approximation. For future years the team is reviewing the data
against consent information”.

Table 4R Lines 8 and 10

Number of combined sewer,
emergency and settled storm
overflows

As part of a Data Improvement Plan, and using a field entitled “link between
the permit and the CSO’ we have reviewed the environmental permits
relating to CSOs and, by reference to the “discharge type” characteristic
identified, we have assigned the particular asset to the appropriate line 8, 9 or
10. Where we do not have a “link between the permit and the CSQ’, the
location characteristic used to populate these lines in previous years is used.
Although the total number of assets in lines 8, 9 and 10 are unchanged from
last year, the split as between combined sewer overflows, emergency
overflows and settled storm overflows has changed. However, we believe that
this has improved our confidence in the data and provides a more accurate
and reliable return.
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