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In May 2014, Ofwat, our industry regulator, published their response (known as 
a ‘Draft Determination’) to our Business Plan for 2015 to 2020. This Plan outlines 
our proposal to invest £2.5 billion to maintain  and improve the services we 
provide to over 3 million people in Wales, Herefordshire and parts of Deeside.

Over 11,000 of our customers have helped shape this Business Plan by taking 
part in public events, attending roadshows, responding to our consultation 
and wider research programme. The Plan was also scrutinised by an 
independent Customer Challenge Group.

Together, we developed a Plan that we believe strikes the right balance 
between delivering continued improvements to the services we provide, 
helping make good ground towards reaching our long-term objectives, and 
keeping bills affordable for today’s customers and future generations. 94% of 
those who took part told us that our Plan was acceptable.

Our Plan includes commitments to:

—  Reduce the average household bill by £21 — or 5% — before inflation by 2020

—   Invest more than £2.5 billion to maintain our service and deliver 
significant  improvement in areas such as customer service, environmental  
performance and in the resilience of our infrastructure.

—   Help customers who genuinely struggle to pay their bills by doubling 
the number benefiting from our range of social tariffs to over 100,000.

—   Guarantee that all gains will continue to go to customers — whether 
from favourable economic circumstances or out-performing our 
key targets.

We are now working through the detail of Ofwat’s ‘Draft Determination’ 
and will respond to them in July. A ‘Final Determination’ will then be 
published by Ofwat in December 2014.

Thank you all for your feedback that helped shape our Business Plan 
which we will put into action from April 2015.

Diolch

Robert Ayling
Chairman
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What’s happened  
since December 2013?

—   In December 2014, we submitted our Business 
Plan for 2015-20 to Ofwat.

—   In January 2014, our regulator, Ofwat, published 
new guidance on how efficiently it believes 
water and sewerage companies’ plans can be 
financed and how customer service could be 
incentivised to drive improvements.

—   In February 2014, we met with the independent 
Customer Challenge Group to outline how 
our Plan could be changed to reflect the new 
guidance. We also agreed to commission new 
research to ask how our customers felt about 
introducing new rewards and penalties to 
incentivise better performance.

—   In March 2014, our independent opinion research 
company held a series of focus groups and 
telephoned over 500 customers to ask how they 
felt about linking bills to performance and how 
such incentives could work. 

—   In April 2014, Ofwat gave us their feedback on 
the Plan we’d submitted in December, outlining 
where more information was needed. We also 
met again with the Customer Challenge Group 
to outline the findings of the new customer 
research and our revised plans.

—   In May 2014, we submitted a revised Business 
Plan to Ofwat. The regulator then published 
their full Draft Determination responding to our 
Business Plan at the end of May.

Our consultation activity:

JANUARY 2014
Ofwat published new 
guidance for water and 
sewerage companies.

DECEMBER 2014
Business Plan 
submitted to Ofwat.

FEBRUARY 2014
We met with our Customer 
Challenge Group. MARCH 2014

We held a series of focus 
groups with customers.
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What did our customers tell us? 

In preparing our Business Plan, we embarked on 
our biggest and most ambitious customer research 
and engagement programme ever — with over 
11,000 customers taking part throughout 2013.

This research continued earlier this year with over 
500 people telling us how they felt about linking bills 
to performance and how such incentives could work.

—   A majority of customers told us they favoured 
linking bills to performance, and supported the 
idea of incentivising the company to do better.

—   There was very strong support for the targets  
we proposed and for the levels at which rewards  
and penalties would be applied.

—   There was strong support for a cap on  
overall rewards.

—   A majority of customers expressed a  
preference for any reward to be used  
for investment in better services than in  
further bill reductions.

APRIL 2014
Ofwat gave 
us feedback 
on our Plan.

MAY 2014
Ofwat’s Draft 
Determination.

DECEMBER 2014
Ofwat’s Final 
Determination.
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Cutting our costs to reduce bills
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What’s changed? 
— A lower bill

Although our Plan was shaped by feedback from 
our customers, we had to make some assumptions 
about how we would finance our Plan.

In January 2014, Ofwat published some new 
guidance on the financing of the Business Plans  
and we’ve made some adjustments as a 
consequence.

We have also looked again at our cost plans for  
the retail side of our business and set an even  
more challenging cost reduction target to be 
achieved by 2020.

What does this mean for you? 
The average household bill will fall by £21 before 
inflation by 2020.

Why didn’t you make this change in  
December 2013? 
We want to make sure that our bills remain 
affordable not just for the next five years, but 
also in the long term. This means that any 
changes we make today must be sustainable. 
We currently have the best credit rating of 
all water and sewerage companies in the 
UK. This means that we can borrow money at 
a low cost, which in turn, helps keep future 
customers’ bills low.
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What’s changed? 
— Bills linked to performance

Earlier this year, our new research concluded that 
our customers are in favour of linking bills to the 
level of performance they receive and that they 
support the idea of incentivising the company to  
do better.

What does this mean for you?
As a company without shareholders, we work 
in a different way to any other water and 
sewerage company, and any gains we make 
are always returned to customers — nobody 
else. This happens either through a reduced 
bill, through accelerating investment to drive 
further improvements to our services or helping 
even more customers who genuinely struggle to 
pay their bills.

We’re committed to making our annual bills 
affordable for our customers and keep any 
increase in annual average bills to 1% below 
the rate inflation until 2020. But dependent on 
whether or not we fail to meet or exceed key 
performance targets, bills could fall further or 
investment could be increased.
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Will these changes have any 
impact on services?

In December 2013, we outlined a wide range  
of proposals to maintain and improve the  
services we provide.

In total, the Plan would cost more than £2.5 billion 
over the five years to 2020. Our revised Business Plan 
maintains this record level of investment and  
the benefits it will bring.

—    25% reduction in number of properties 
affected by low pressure.

—    10% reduction in interruptions to supply

—    20% reduction in number of properties 
affected by sewer flooding.

—    Pollution incidents to fall by a third

—    8% reduction in leakage.

—    Significant investment in our innovative 
“RainScape” approach to reduce the amount 
of rainwater entering our sewer network.

—    A 5% reduction in energy use and more 
than double the amount of renewable 
energy generated at Welsh Water sites. 

—    Double the number of our most vulnerable 
customers receiving assistance with their 
bills through our social tariffs. 



dwrcymru.com 09

What our Customer Challenge 
Group (CCG) told Ofwat?

In response to the company’s 
future research and 
engagement with customers 
about using financial rewards 
for out-perforfamance:

CCG: “We are encouraged that 
the company is committed 
to a programme of ongoing 
research with its customers 
and further engagement with 
relevant stakeholders on how 
its potential rewards and 
penalties will inform the use of 
its customer reserve fund for 
the benefit of customers.”

In response to linking bills with 
company performance: 

CCG: “The proposals offer 
incentives and penalties; 
with potential benefits but 
no financial risk to customers 
— given the company’s ‘non-
shareholder’ model and its 
commitment not to increase bills 
above inflation.”

The CCG concluded: 
 

CCG: “We are of the opinion 
that these amendments have 
the potential to improve the 
Business Plan and deliver a 
better outcome for Dŵr Cymru’s 
customers now, and in the 
future.”

In response to the changes to 
the way the Business Plan will 
be financed:

CCG: “We were assured that 
these amendments will help to 
maintain its financial resilience 
— for the best long-term 
interests of customers.”
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APRIL 2015
New Business Plan 
is implemented.

JULY 2014
We will feed back 
our views on Ofwat’s 
Draft Determination.

DECEMBER 2014
Ofwat issues its 
Final Determination 
confirming its view 
of investment and 
bill requirements.

FEEDBACK

FIN
AL

What next?
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