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1. Introduction 
This document contains information that allows customers and stakeholders to review our 2016/17 performance and to make comparisons with other 

companies in the sector.  It also provides specific information on the progress we have made on the delivery of customer outcomes and service levels and 

on our financial performance (including detailed revenue and cost information). An overview of performance and the Board Assurance Statement are 

included in this part of the document.   

We are required to publish a single Annual Performance Report in a format prescribed by Ofwat and which contains the following four parts: 

Part Content Link to full document 

1. Regulatory financial 
reporting 

A baseline level of historical cost financial information aligned to the way in 
which price controls (and associated regulatory performance commitments and 
incentives) have been set. 

Part 1 - Regulatory financial reporting 

2. Price Control and 
additional segmental 
reporting 

Further disaggregation of revenue and costs to allow stakeholders to review 
companies’ performance against final determinations. 
 

Part 2 - Price control and additional 
segmental reporting 

3. Performance 
Summary 

A high level report of the performance of the appointed business, including 
outcome delivery and the regulatory financial results of the regulated business. 
As a minimum it will include reporting on outcomes and delivery service levels 
and cost performance. 

Part 3 - Performance summary 

4. Additional 
regulatory 
Information 

Additional financial and non-financial information, including (but not limited to), 
additional accounting policies, financeability statement, current cost reporting, 
totex analysis. 

Part 4 - Additional regulatory 
information 

 

We have (for ease of reference) included here the following key documents:  

• Summary of Performance (which can also be found in Part 3 of the report); and 

• Income Statement (which can also be found in Part 1 of this report). 

We also include a “Data Assurance Summary” of the results of the data assurance the company has carried out to evidence that the information provided is 

complete and accurate.  

Our Risk and Compliance Statement is included as Part 5 of the Annual Performance Report. (Link to Part 5 APR) 

http://www.dwrcymru.com/en/Company-Information/~/media/Files/Reports/2017/APR/2016-17%20APR%20Part%201.ashx
http://www.dwrcymru.com/en/Company-Information/~/media/Files/Reports/2017/APR/2016-17%20APR%20Part%202.ashx
http://www.dwrcymru.com/en/Company-Information/~/media/Files/Reports/2017/APR/2016-17%20APR%20Part%202.ashx
http://www.dwrcymru.com/en/Company-Information/~/media/Files/Reports/2017/APR/2016-17%20APR%20Part%203.ashx
http://www.dwrcymru.com/en/Company-Information/~/media/Files/Reports/2017/APR/2016-17%20APR%20Part%204.ashx
http://www.dwrcymru.com/en/Company-Information/~/media/Files/Reports/2017/APR/2016-17%20APR%20Part%204.ashx
http://www.dwrcymru.com/en/Company-Information/~/media/Files/Reports/2017/APR/2016-17%20APR%20Part%205.ashx
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2. Board Assurance Statement 
In the course of the preparation of this Annual Performance Report the Board received reports and updates from management, the Reporter and the 

independent financial auditor on the implementation and review of the processes followed in compiling this Annual Performance Report, which had 

previously been reviewed by the Audit Committee.  

The Board reviewed the Annual Performance Report at its meeting held on 6th July 2017. The matter had previously been considered at the Audit 

Committee meetings on 19th May 2017 (when processes were reviewed and approved) and on 7th June 2017 (when updates were provided by the 

Reporter and the independent financial auditor). At each of these meetings appropriate enquiries were made of the Executive team and the relevant 

experienced members of staff involved, in particular the Regulation and Strategy Director and also the Reporter and the independent financial auditor. 

The Company is required by the terms of the Instrument of Appointment to prepare regulatory accounts for each financial year in accordance with 

Condition F of the Instrument of Appointment and the Regulatory Accounting Guidelines. In preparing the regulatory accounts, the Board ensures that 

appropriate accounting policies have been adopted and applied consistently, that applicable standards have been followed and that reasonable and 

prudent judgements and estimates have been made. 

It is the Board’s responsibility to ensure that appropriate systems are in place to maintain adequate accounting records, and to institute and maintain 

systems and controls designed to safeguard the assets of the Company and to take reasonable steps for the prevention and detection of fraud and other 

irregularities. 

Having made reasonable and relevant enquiries, the Board considers that the Company has in place an assurance framework and adequate systems of 

control as appropriate for a Water and Sewerage Undertaker acting diligently, to allow it to discharge its responsibility for the quality and transparency of 

the information contained within the Annual Performance Report.   

Signed by the Chairman on behalf of the Board of Dwr Cymru Cyfyngedig. 

 

Alastair Lyons 

Dated 6th July 2017 
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3. Overview of the year 

Last year we celebrated the 15th anniversary of Glas Cymru’s unique corporate structure and achieved the best year’s overall operational 

performance for Welsh Water since 2001. We are  focused on looking forward,  understanding our customers’ priorities  in formulating our 

long- term plans for the  essential public  service  that we provide.  Our objective is to deliver further improved and sustainable performance 

across some of our key reporting measures — drinking water quality, environmental protection, developer services, customer satisfaction, 

cost  reduction, and above all, improving customer service.  Whilst we have made good progress on all these fronts in the last year, we are 

ambitious to do even better in the coming years, so that we can continue to earn the trust of our customers every day. 

Customer Service 

Over the past 12 months, we have developed our Customer-led success approach, seeking to place customers at the centre of everything 

we do across the company. Customer-led Success has been developed from an ongoing analysis of our customers’ wants and needs. Teams 

across the business have created Team Charters to help them better identify what their customers value and what we can do differently to 

deliver the best possible customer service.  This is making a real difference — as evidenced by the most recent independent research from 

CCWater which shows  we are  leading the  water industry across Wales and England in terms of customer satisfaction and value for money 

for our services — both for our household and business customers. 

The launch of our first television advertising campaign in 2016, featuring colleagues from around the business, helped to raise awareness 

and inform customers about our unique corporate structure. Our customer research indicates that this campaign played a key part in 

helping improve awareness of our not-for-shareholder model from 31% (June 2016) to 52% (January 2017). Awareness of our unique 

structure in turn helps us to earn the trust of more of our customers, and building trust in this way helps us encourage our customers to 

work with us to improve customer service,  for example through our “Stop the  Block” campaign which has been successful in reducing the  

number of avoidable sewer blockages. 

After several consecutive years of reducing numbers of written complaints, we experienced a temporary but significant rise in written 

complaints early in 2016. Our review of the reasons for this shows it was attributable to changes in systems and processes — primarily, 

issues arising from the implementation of a new billing system and the introduction of more robust processes for chasing customer debt 

from those customers who are able to pay, as well as changes we made to our website which made it easier for customers to email us with 

issues, rather than to telephone. We have since made very positive progress in improving customer service in 2016-17, with the total 

number of complaints, whether made in writing or by telephone, now down to the lowest levels we have seen for many years.  We know 
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that delivering great customer service is imperative if we are to earn the trust of customers, and we are aiming to achieve the UK’s Institute 

of Customer Service (UK ICS) ‘Service Mark — Distinction’ accreditation by 2020. 

Business Customers 

During the year, we also prepared for the opening of the competitive market for business retail services in April 2017. The competitive 

market has not expanded to the same extent as in England for our customers. As a company based mainly in Wales, our largest non-

household customers (those taking more than 50ML of water per annum) are now able to switch water retailer more easily should they 

choose to do so. Our fundamental focus is to continue to deliver the best possible service and value for money to all our business 

customers, as well as providing a range of additional services. 

Developers 

We have continued to improve our service to developers, with our standards of service judged to be among the highest in the industry 

according to industry monthly benchmarking of levels of service indicators. We have also streamlined our processes for concluding Build 

over Sewer agreements for standard sized sewers, in direct response to feedback from our customers, and have continued to hold 

regular, successful workshops across our region with house-builders and other developers. 

Public Water Supply 

Our performance for safe and reliable drinking water remained strong during 2016-17. We delivered our best ever performance on some  

measures such as reducing the total number of water quality and iron compliance failures, while we matched our best ever performance 

for quality at customers’ taps and supply points, or Mean  Zonal Compliance, at 99.97% and Service Reservoir Bacteriological 

performance at 99.97%. With only one bacteriological failure at our water treatment works and also a strong performance against the 

Drinking Water Inspectorate’s indices for disinfection and process control, our annual performance was amongst the very best in the 

sector. 

Our one area of water service performance where we still have considerable issues to address involves intermittent problems with the 

taste, odour or discolouration of water for some customers. Last year, we had 2.9 contacts per 1,000 customers on such issues (excluding 

contacts resulting from issues with the customer’s own internal pipes), the same as the year before (against a target of 2.7 per 1,000). We 

are determined to improve on this performance. Our £130 million Zonal Studies investment programme is targeted to help address this 

and transform customer service in a dozen specific geographic areas, which together account for the majority of our customer contacts 

and complaints about the quality of drinking water supply. We intend to add considerable extra investment over coming years to this 
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programme, which is driven by detailed analysis of customer and operational data and which uses a range of innovative techniques to 

address asset deficiencies which have arisen over many decades. 

Environmental Performance 

Wastewater Services also delivered its best ever performance over a wide range of areas. The number of pollution incidents remained 

stable in 2016-17 with 114 incidents (2015-16: 112 — our best ever performance on this measure) but we also had the lowest ever number 

of sites considered to be ‘at risk’ of failure — 14 compared to 21 in 2015. The number of treatment works failing to comply with 

environmental discharge permits  has more than halved (3) compared to last year (8) and overall consent compliance at 99.47% is also 

better than last year and equals our previous best ever performance. 

The number of properties flooded internally with wastewater from our sewers during 2016-17 was 242 (2015: 223).  We will continue to 

invest to try to bring down this figure. Many flooding incidents are caused by blocked sewers from misuse, for example when fats, oils, 

greases and wet wipes enter the sewer. We intend to continue our drive to work with local communities to remove these from our 

network. 

Working with our Customers 

Customers are now more directly involved in how we should develop and deliver customer service. This was a fundamental part of the way 

we engaged with our customers last summer as part of our award-winning, ‘Have Your Say’ consultation. We invited all Welsh Water 

customers to express their views on how the value generated by our not-for-shareholder model should be used in the future — money that 

would in other companies have gone to shareholders in dividends. We received more than 12,000 responses which provide a solid platform 

on which to build as we continue our customer engagement activity to help shape our Business Plan for 2020-2025. 

Over 2,000 of those who responded to the survey said that they would welcome us staying in touch with them and we are in the process of 

developing a customer forum which will involve those customers in our decision-making processes on a much more regular basis. This 

group will sit alongside our customer focus groups, the Customer Challenge Group and our wider engagement programme for customers. 

We are pleased that for the eighth year in a row, we were able to keep the annual price increase below RPI inflation for the majority of our 

customers, while also committing to an additional £5 million investment in our flagship social tariff scheme, HelpU. We are now providing 

assistance through a range of schemes to more than 70,000 of our customers who genuinely struggle to pay their bills. 
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Because of our unique not-for-shareholder model, we were able to announce in June 2016 an additional £32 million of investment — or 

around £25 per customer — on projects including: improving the acceptability of drinking water to over 30,000 customers in the Rhondda 

Valleys and Pembrokeshire; extending our renewable energy portfolio; and extra support for vulnerable customers. 

Colleagues 
 
We remain focused on maintaining high levels of employee engagement, so we are pleased this increased in our Annual Employee 

Engagement Survey to 77% in 2016 (2015: 71%) with a record response rate of 81% (2015: 77%). Our network of Employee Engagement 

Champions across the business continues to work with teams to address issues identified through the survey. We have also continued to 

work well with our Trade Unions under our long-standing Working Together Agreement — for example, in jointly promoting our award 

winning Essential Skills Programme, under which colleagues have achieved over 1,100 external qualifications in areas such as literacy, 

numeracy and IT skills. 

We have also been successful in attracting and retaining talented people — and have continued to expand our apprenticeship and 

graduate programmes. Given this investment, we were pleased to have received external recognition for our apprentice and graduate 

schemes. We continue to champion diversity across our organisation and were pleased to feature in the International Women’s Day event 

at the Senedd organised by Women in Science and Engineering (WISE). We have also become a member of Chwarae Teg, an organisation 

which promotes gender equality across Wales, in 2016, and welcomed Joy Kent, their Chief Executive, to speak to an enthusiastic group 

drawn from across the company. 

Health and Safety remains a key priority in all our undertakings — and we welcome the continued improvement in 2016-17, with fewer, 

less serious injuries and increased levels of positive intervention and reporting. However, we remain committed to further improving our 

focus on health, safety and wellbeing in years to come. We are working with the HSE to promote their “Help GB Work Well” initiative. 

We would not have been able to deliver the significant improvements for customers over the last 12 months without the enthusiasm and 

commitment of our colleagues. We are proud of their unrelenting dedication which is matched by that of our contracting partners, who 

have worked very hard all year round to support customers and protect the environment around us.  
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Innovation 
 
We welcomed over 300 delegates to our Innovation Conference held at Swansea University in January 2017 as we seek new ways to 

deliver better and more efficient services to the communities we serve. One example is our RainScape programme, which continues to 

deliver innovative sustainable drainage solutions across our supply area to reduce the number of flooding incidents and the numbers of 

discharges from overflows. We are also keen to adopt best practice ideas from leading international water and sewerage companies, and in 

2016-17 we worked with Oasen Drinkwater in the Netherlands and Danva in Denmark, welcoming colleagues from these partner 

organisations and exchanging ideas. 

We are including innovation in diverse ways across our business — we continue to engage with the farming community to help manage 

catchments through our “Weed Wiper” initiative to avoid widespread use of weedkillers in sensitive catchments; we have launched our 

“Pestsmart” campaign to work together with all user groups, including farmers, to encourage “smarter” techniques to reduce the impact of 

pesticides; and we are  beginning to focus on developing a “Mega Catchments” approach in co-operation with other land owners, so that 

we can together manage our water catchments more holistically. 

Our Vision for the Future 

One of the advantages of our ownership model is that it allows us to focus on our single, clear vision to earn our customers’ trust every day. 

We take a longer-term perspective in investing to deliver that vision for the benefit of future, as well as current, customers. The 

communities we serve face a number of future challenges, including climate change, population growth, wider environmental change and 

challenges to the nature of technology and the economy. These challenges will impact how we work at a time when we also need to 

manage a changing regulatory environment, especially as we monitor the possible implications of Brexit and prepare for further devolution 

of powers to the National Assembly for Wales through the provisions of the Wales Act 2017. 

The Welsh Government’s Well-being of Future Generations (Wales) Act 2015 is aimed at improving the social, economic, environmental, 

and cultural well-being of the people of Wales. We want to play a leading role in helping to deliver these well-being goals. We have worked 

with a range of leading independent experts to develop a consultation — Welsh Water 2050, the blueprint for our long-term strategy. We 

are confident that this long term plan will help us become a truly world-class, resilient and sustainable water service.  We will continue to 

engage with our customers over summer 2017 so that we can further reflect their priorities in finalising this strategy, and to inform our 

Business Plan for 2020-25. Our unique ownership model places our customers at the  centre of our business structure, and by working 

together we can find the  best balance between meeting the high standards expected by today’s customers, whilst preparing for the 

challenges and opportunities that will be faced by future generations and ensuring that we always keep bills affordable for our customers. 
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4. Performance Summary  
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5. Income Statement 

       2017 2016 

     £m £m 

          

Revenue     737.8 738.2 

        

Operating costs     (639.9) (597.0) 

        

Other operating income     - 20.0 

        

Operating profit     97.9 161.2 

       

Other income     4.6 - 

       

Interest income     3.4 5.4 

        

Interest expense     (154.5) (133.3) 

        

Other interest income/(expense)     1.1 (1.0) 

       

(Loss)/profit before tax and fair value movements     (47.5) 32.3 

        

Fair value (losses)/gains on financial instruments     (27.5) 10.6 

        

(Loss)/profit before tax     (75.0) 42.9 

       

UK corporation tax     1.2 0.1 

       

Deferred tax     21.2 10.8 

       

(Loss)/profit for the year     (52.6) 53.8 

       

Dividends     (30.2) - 
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6. Data Assurance Processes 

Customers are our principal stakeholders but the nature of the activities we carry out means we also have to consider regulatory and other stakeholder 

groups who represent the public in general. 

The Board is committed to providing information to customers and stakeholders that is customer-led, accessible, clear, accurate, transparent and timely. Our 

ongoing objective, therefore, is to make available information that meets stakeholder’s needs, is easy to understand and navigate and which enables them 

to understand how we are performing. We also recognise that providing information to a consistently high standard helps build trust and confidence in 

everything we do.  

We provide information to our customers on a daily basis. We talk to them on social media and inform them on what we are doing, or plan to do, through 

information enclosed with their bills and via our website. We regularly seek feedback from our customers on what they want and need from us through our 

Rant and Rave system and we act on this promptly. Our customers drive our thinking and our plans and we welcome the important contribution made by our 

independent Customer Challenge Group in challenging our customer engagement and research programme to ensure that we plan to deliver the best possible 

outcomes for customers. We have shared with the Chair of the Customer Challenge Group and the Chair of CC Water (Wales) the content of this Annual 

Performance Report and their comments were generally supportive. 

We produce extensive company information obtained from measuring and recording what we do. Much of this is provided to our regulatory stakeholders 

and other stakeholder groups or published in our Annual Performance Report and on our website. 

The Board has put in place an audit and assurance framework designed to allow the systematic monitoring and evaluation of the various aspects of our 

performance to ensure that standards of quality are being met. This involves having appropriate governance arrangements, close involvement by our Board 

in the assurance process, and the right level of independence in the process to provide third party review and challenge. This provides assurance to our Board, 

stakeholders and customers to give legitimacy and certainty on the level of performance and service that we are delivering. This means that our statutory 

and regulatory reporting requirements are met in full with a high level of assurance. 

We welcome the approach adopted by Ofwat in its “Company Monitoring Framework - final position” document, published in June 2015. In this document, 

companies were informed of the importance of adopting a proportionate and transparent approach to the data assurance they carry out to give confidence 

to customers and stakeholders in the information they publish. The reliability and accuracy of data is a matter of great importance to us and our existing 

processes such as quality assurance of data, due diligence, training and process mapping have served the business well. We viewed the Ofwat initiative as an 

opportunity to build on the robust processes we have had in place for some time. We have also taken into account the feedback from Ofwat contained in its 

Company Monitoring Framework Assessment published in November 2016.   
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In the Autumn of 2016 we carried out a risk-based review of the assurance strengths and weaknesses of the data we provide to customers and stakeholders 

in our Annual Performance Report. We developed a risk assessment procedure using an impact and likelihood scoring methodology for all this data. We 

assessed the likelihood of inaccurate or incomplete data being reported, by considering the reliability and accuracy of our source data, the robustness of our 

reporting processes and the strength of our governance and control arrangements. As part of this review, we engaged with stakeholder groups directly to 

discover their views on the findings of our Risks, Strengths and Weaknesses Statement (Link to Risks, Strengths and Weaknesses consultation), published in 

October 2016, and on the levels of assurance we provide. 

Our performance data is subject to an internal assurance review and sign-off procedure by the individuals responsible for its collection, collation and 

management. This is set out in Section 4 of Part 3 of the Annual Performance Report. We also continue to employ an external engineering/technical auditor 

(the Reporter) to provide assurance to the Board and Board’s Audit Committee on the accuracy and completeness of the information and the non-financial 

data published in our Annual Performance Report and also used internally for management purposes.  

The Reporter presents his findings to the Audit Committee each year and we act promptly on any relevant and material recommendations to ensure continued 

assurance of our data.  

In February 2017, a number of written responses were received to our consultation on our Risks, Strengths and Weaknesses Statement and these, together 

with the conversations held with stakeholders, were taken into account when developing our Draft Data Assurance Plan. The objective of the Draft Data 

Assurance Plan was to set out, in a layout that was easy to understand and navigate, the processes we would follow for each individual Performance Measure 

in order to demonstrate that the data reported in the 2016/17 Annual Performance Report was accurate and complete and could be trusted. 

We carefully considered each comment made by the respondents to the consultation and wrote to them individually addressing the points made and, where 

appropriate, explained how we have taken account of these comments in the Final Data Assurance Plan (Link to Final Data Assurance Plan) which provides 

details of the overarching Assurance Framework. 

Although there were some specific queries and points raised during the individual engagement process, there were no systemic issues or concerns raised 

during either of the stakeholder engagement processes. 

The overall approach we have followed is based on the methodology set out by Ofgem which was developed to provide guidance on best practice for 

conducting and reporting risk assessment and data assurance activities in order to ensure that complete and accurate data is submitted. In May 2016, KPMG 

were asked to independently review the processes and plans of our approach and provide guidance and advice on their appropriateness in meeting Ofwat’s 

requirements.  Their procedures did not identify any significant deficiencies.  

http://www.dwrcymru.com/en/Company-Information/~/media/Files/Company%20Information/Our%20Assurance%20Framework/2016%2017/Risk%20Strength%20and%20Weakness%20November%202016.ashx
http://www.dwrcymru.com/en/Company-Information/~/media/Files/Company%20Information/Our%20Assurance%20Framework/2016%2017/Final%20Assurance%20Plan%202016-17.ashx
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Our assurance review process confirmed that the financial reporting and accounts process is subject to a well-established and rigorous external financial audit 

process, so we did not propose making amendments to the external financial audit process. The Audit Committee is supported by independent external 

auditors. The Audit Committee, and the external auditors, focus particular attention, at each reporting period, on those areas in the financial statements 

which have the highest level of management judgement applied to them or are considered to be the most inherently risky.  

In preparing the Annual Performance Report, all water companies must follow Ofwat’s Regulatory Accounting Guidelines. These help ensure that the Annual 

Performance Report is prepared consistently and in line with Ofwat’s overall regulatory reporting framework. Each year, the external auditors provide a 

written opinion on the Company’s compliance with the Regulatory Accounting Guidelines, accounting policies and all relevant Licence obligations.  

We have risk-assessed each of our individual AMP6 Performance Measures. Many of these Measures had existing and well established data collection and 

verification procedures which had been the subject of successive years’ Reporter scrutiny and which therefore carried high levels of assurance.  

Our review did not identify any material collection or reporting issues in any of the Measures.  

The Reporter carried out a formal review and certification of all Performance Measures and provided a detailed report commenting on compliance with 

procedures, relevant reporting requirements and highlighted any issues with the reported figures. 

On 7th June 2017, the Audit Committee received a verbal update from both the Reporter and the external independent auditor on their work in assuring the 

Annual Performance Report. The final Annual Performance Report was presented to the July Board meeting. Both the Reporter and the external independent 

auditor were at this meeting.  

It is important that we continue to review what information our customers and other stakeholders want and need. We also need to continue with our 

proportionate and transparent approach to the data assurance activities we carry out to give confidence to our customers and stakeholders in the information 

we publish. To these ends, we will continue with our commitment to ensure there is regular and effective engagement with our stakeholders. 

We will review and report on the strengths and weaknesses of the data we are providing at that time in a third Draft Assurance Plan to be published in autumn 

2017. We will continue to consult with our Customer Challenge Group and key stakeholders, but we will also publish documents on our website and invite 

wider customer and stakeholder group comments. We will also have regard to feedback from Ofwat as part of its Common Framework Assessment. Subject 

to specific timing requirements from Ofwat, we propose publishing our third Data Assurance Statement in October 2017. 

 


