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1. Introduction 
This document contains information that allows customers and stakeholders to review our 2015/16 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).   

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 

In addition to setting out directors’ responsibilities and an executive summary of performance, 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); 

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

• Risk and Compliance Statement. 

Finally, we 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. 

 

http://www.dwrcymru.com/~/media/Files/Publications/2016/07/Annual
http://www.dwrcymru.com/~/media/Files/Publications/2016/07/Annual
http://www.dwrcymru.com/~/media/Files/Publications/2016/07/Annual
http://www.dwrcymru.com/~/media/Files/Publications/2016/07/Annual
http://www.dwrcymru.com/~/media/Files/Publications/2016/07/Annual
http://www.dwrcymru.com/~/media/Files/Publications/2016/07/Annual
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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 7th July 2016. The matter had previously been considered at the Audit 

Committee meeting on 19th May 2016 (when processes were reviewed and approved) and on 2nd June 2016 (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 Chief Executive on behalf of the Board of Dwr Cymru Cyfyngedig. 

 

 

Chris Jones 

7th July 2016 
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3. Overview of the year 

The past 12 months has continued to be a period of very good progress as we continue to work towards achieving our single, clear vision for the business 

which is to ‘earn the trust of our customers every day’. Whilst we have delivered industry leading levels of service in some areas, we also recognise that we 

need to improve in other areas so that we can ensure that all our customers receive the best possible service at all times.  

This is why we are continuing to benchmark ourselves against the best companies in terms of customer service and rolling out our customer-led success 

initiative. This will help drive a more customer-led culture internally and enable us to use improved customer insight to drive further service improvement. 

As a company owned on behalf of the three million people it serves and run solely for their benefit, we are determined to meet the increased customer 

expectations and priorities of our customers.  

CUSTOMERS 

Overall, we have delivered a good level of customer service over the past 12 months which has been borne out by the fact that we secured second place in 

Ofwat’s Customer Satisfaction Survey league table for 2015-16, compared to the other water and sewerage companies. This follows findings published by 

the UK’s Institute of Customer Service in July 2015 which placed Welsh Water as the best water and sewerage company in England and Wales in terms of 

customer satisfaction and customer trust. Nonetheless, whilst we still receive more written compliments than complaints in our Water and Wastewater 

Business Units, we experienced a substantial increase in the total number of written complaints received from our customers in 2015-16. This increase was 

partially offset by a reduction in telephone complaints and is mainly attributable to the implementation of our new billing system during the course of the 

year resulting in administrative errors, affecting customers’ payment arrangements. We have corrected these errors and apologised to the customers 

affected, whilst we continue to address the underlying causes so that, in the longer term, our customers will see the full benefits from this billing system.  

With levels of bad debt for this year slightly lower than last year at £27 million, our focus next year will be on pursuing this debt as covering the cost of 

those customers who do not pay means that we need to add around £20 extra on customers’ annual bills. However, this will not detract in any way from 

the work we do in promoting our tariffs to help those customers in circumstances which make them vulnerable. With nearly 55,000 customers already 

receiving help to pay their water bills, our research shows that 75% of the wider customer-base support our plans to increase this to 100,000 by 2020—but 

only if this is supported by increased efforts to recover debt from those customers who are refusing or avoiding paying their bills.  
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COMPLIANCE 

Over the past 12 months, we have delivered our best ever overall performance against the compliance measures used to ensure that we are doing a good 

job in protecting public health and enhancing our natural environment. This is highlighted by the continuing high quality of our drinking water, with 99.98% 

of tests in 2015 being passed.  

We still recognise that we need to improve our performance in some areas of our drinking water network, especially around key measures such as 

interruptions to supply and customers contacting us about the colour, odour and taste of their water supplies. Some of these issues have been caused by 

operational incidents which are beyond our control, but we are now starting a major investment programme, informed by a better understanding of our 

network through hydraulic monitoring and modelling, so that we can ensure that all customers receive the service they expect and deserve.  

In terms of our wastewater services, this has seen our very good performance in areas such as internal sewer flooding and pollution, where we have 

equaled our best year ever with only two pollution incidents deemed ‘serious’ by Natural Resource Wales’ categorisation. This has been achieved whilst the 

self- reporting of pollution incidents was at its highest level ever at nearly 74%, moving us to the upper end of the industry ‘league table’.  

We continue to work hard and build our relationships with the company’s key regulators in all areas. 

COST AND BILLS 

At £1.7 billion over the five years until 2020, this period will see our largest ever investment to maintain and improve an extensive network of assets.  

We know that it is important that we continue to deliver real value for money for our customers and build on our track record so that bills remain 

affordable to customers. We are pleased therefore that we kept the annual price increase for 2016-17 below the rate of RPI inflation for the seventh 

consecutive year and we now remain the only water and sewerage company in England and Wales on track to deliver a decade of below RPI inflation prices 

by 2020.  

All this is driven by our strong balance sheet and unique ownership model which means that we can not only do much more for customers than would 

otherwise be possible but we can take a longer-term perspective in investing to deliver our vision for the benefit of future, as well as current, customers. 

We are considering how best to use the £32 million of ‘value’ which our unique structure has created this year for the benefit of our customers.  

In order to help inform the Board’s future decisions about how this source of funding is used, we will be engaging with customers over the summer of 2016 

to ask them for their views on how such value should best be returned and what is the right balance between options such as lower bills, support for those 
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struggling to pay, environmental or community projects and improvements to services for those facing repeat problems such as discoloured water or low 

water pressure.  

COMMUNITY 

We know the responsibility that we have to ensure our investment supports the communities we serve and the environment around us, whilst also 

facilitating economic development and growth.  

We are therefore pleased that our Developer Services Team topped Water UK’s new national league table for measuring performance of new connections 

to our drinking water and wastewater networks.  

Our services are now informed by direct feedback from our customers through platforms such as the 15th Developers’ Forum that was held in September 

2015, with over 100 attendees from the house builders and developers in our area and we welcome the fact that we became a statutory consultee for 

planning applications in Wales in March 2016.  

We are also pleased to have played a key part in early 2016 in securing the 999 year lease of Lisvane and Llanishen reservoirs in Cardiff and safeguarding 

what is a much valued asset for us and the local community. This acquisition will help strengthen the resilience of the water supply we provide to customers 

in the capital city but also offers us an opportunity to work with local residents to develop a community facility that builds on the great success of our £2.5 

million Visitor and Watersports Centre at our Llandegfedd reservoir, Pontypool, which was officially opened in March 2016.  

LONG-TERM 

As we have no shareholders, our sole focus remains on making decisions that benefit our customers – both now and for future generations. Our customers 

drive our thinking and our plans and we welcome the important contribution made by our Customer Challenge Group in challenging our customer 

engagement and research programme to ensure that we deliver the best possible outcomes for customers.  

To help us meet the changing needs and expectations of customers and manage the wider challenges facing our industry, such as climate change, we know 

that we will need to innovate and think differently about how we provide our services. This is why we are looking beyond the UK and forging best practice 

partnerships with international counterparts at the Danish Water and Wastewater Association and Oasen Drinkwater in the Netherlands. We also hosted 

our third annual Innovation Conference in January 2016 which enabled us to bring together Government, regulators, water industry experts, as well as 

national and local companies, to help us to advance our innovation agenda with initiatives such as our RainScape scheme for sustainable urban drainage. 

This award winning approach uses green infrastructure in Llanelli and Gowerton to remove surface water from our sewers and helps reduce the risk of local 
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sewer flooding. It was a pleasure to welcome HRH Prince Charles to Llanelli in February this year to demonstrate how this approach is making a positive 

difference to the communities that we serve and the wider environment.  

COLLEAGUES 

Finally, we could not have achieved any of the progress that has been made without the dedication and enthusiasm of our colleagues. They are the 

foundation of our success. This has been proven time and time again over the past 12 months with some of the most extreme weather conditions and an 

unprecedented number of incidents such as significant burst water mains and risks to water supply such as oil spills and changing raw water conditions.  

We operate in a potentially dangerous environment and so we take our responsibilities to protect our colleagues, our contractors and our customers 

extremely seriously and continue to embed a strong health, safety and welfare culture in all our operations by providing strong leadership, sound 

engagement, building confidence and measuring performance. As part of our latest annual Employee Engagement Survey in November, it was therefore 

pleasing that 93% of Welsh Water colleagues recognised that the company takes Health and Safety seriously.  

Everyone in Welsh Water is involved in our plan to deliver Customer-led Success which we are confident will enable us to become even more customer 

focused across all aspects of our business over coming years. With 90% of colleagues already recognising that Welsh Water puts its customers first, this 

belief is driving a change in culture that will ensure that we achieve our vision to earn the trust of our customers every day.  
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4. Performance Summary  

2015/16 Annual Performance 2014/15 
Outturn 

2015/16 
Outturn 

2015/16 Vs 
Final 

Determination 
Target 

2015/16 Vs 
Internal 

Business Plan 
Target 

2015/16 Vs 
Previous Year 

* RAG vs 
Sector 

(Red/Amber/Green) 

A1(a): Water Quality - % sample Compliance 99.98% 99.98% n/a ✔ ✔  

A1(b): Water Quality - Mean Zonal Compliance  99.94%  99.96% ✘ n/a ✔  

A2: Customer Acceptability 3.53 2.91 ✘ ✘ ✔  

A3: Water Supply Interruptions (CML) 23 mins 21.7 mins ✔ ✔ ✔  

B1: Abstraction for water 100% 100% ✔ ✔ ✔ n/a 

B2: Treating used water 99.1% 98.6% ✘ ✔ ✘  

B3: Pollution Incidents 117 110 ✔ ✔ ✔  

C1: Responding to Climate Change  1,247  1,531  ✔ ✔ ✔ n/a 

C2: Carbon Footprint-Water 14.02 GWh 50.21 GWh ✔ ✔ ✔ n/a 

C2: Carbon Footprint-Wastewater 45.8 GWh 47.16 GWh ✔ ✔ ✔ n/a 

D1: SIM 82 83 ✔ ✘ ✔  

D2: At Risk - Customer Service 702 648 ✔ ✔ ✔ n/a 

D3: Properties flooded in the year 265 223 ✔ ✔ ✔  

D4: Business Customer Satisfaction 89% 88% ✔ n/a ✘ n/a 

D5: Earning the Trust of Customers 79% 81.9% ✔ ✔ ✔ n/a 

E1: Affordable Bills -3% -1% ✔ ✔ ✔ n/a 

E2: Help for Disadvantaged Customers 49,455 54,845 ✔ ✔ ✔ n/a 

F1: Asset Serviceability Stable x 4 Stable x 4 ✔ ✔ ✔  

F2: Leakage 180 Ml/d 180 Ml/d ✔ ✔ ✔  

F3: Asset Resilience - Water 83.6% 86.8% ✔ ✔ ✔ n/a 

F3: Asset Resilience - Wastewater 74.8% 73.6% ✔ ✔ ✘ n/a 

G1: Health & Safety 20 19 n/a ✘ ✔ n/a 

G2: Competency for role 87.6% 88.1% n/a ✔ ✔ n/a 
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2015/16 Annual Performance 2014/15 
Outturn 

2015/16 
Outturn 

2015/16 Vs 
Final 

Determination 
Target 

2015/16 Vs 
Internal 

Business Plan 
Target 

2015/16 Vs 
Previous Year 

* RAG vs 
Sector 

(Red/Amber/Green) 

H2: Financing Efficiency A/A3/A A/A3/A n/a ✔ ✔  

Net Promoter Score n/a 54 n/a ✘ n/a n/a 

Complaints 3,314 7,128 n/a ✘ ✘  

Bad Debt £29.7m £27m n/a ✘ ✔  

UKCSI n/a 75 n/a n/a n/a n/a 

Unwanted calls 128,120 134,691 n/a n/a ✘ n/a 

Process Control Index 99.92% 100% n/a n/a ✔  

Disinfection Index 100% 99.97% n/a n/a ✘  

Reservoir Integrity Index 99.98% 99.98% n/a n/a ✔  
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5. Income Statement 

       2016 2015 

     £m £m 

          

Revenue     738.2 752.5 

        

Operating costs     (597.0) (530.7) 

        

Other operating income     20.0 (19.5) 

         

Operating profit     161.2 202.3 

       

Other income     - - 

       

Interest income     5.4 3.3 

        

Interest expense     (133.3) (154.1) 

        

Other interest expense     (1.0) (0.1) 

       

Profit before tax and fair value movements     32.3 51.4 

        

Fair value gains/(losses) on financial instruments    10.6 (101.3) 

         

Profit/(loss) before tax     42.9 (49.9) 

       

UK corporation tax     0.1 (0.1) 

       

Deferred tax     10.8 (0.5) 

       

Profit/(loss) for the year     53.8 (50.5) 
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6. Risk and Compliance Statement 

RISK AND COMPLIANCE STATEMENT 2015/2016 (incorporating the supporting Licence Conditions and related matters) 

Scope of the Risk and Compliance Statement 

Ofwat expects all water companies to provide a statement setting out how they have complied with their relevant statutory, licence and regulatory obligations 
for which Ofwat is the relevant enforcement authority (Obligations). The Risk and Compliance Statement is one of Ofwat’s key regulatory tools and allows 
companies to demonstrate their accountability to their customers and demonstrate to Ofwat that they are complying with their obligations. 

The Risk and Compliance Statement 

We recognise the importance of demonstrating to our customers, stakeholders and regulators that we are meeting the statutory, licence and regulatory 
obligations that apply to our activities. We have set out in this Statement and our Annual Performance Report our compliance with and performance against 
certain key performance measures, legal requirements and regulatory outputs. We have also identified the risks that we are facing and the steps we are 
taking to manage and mitigate those risks. 

In preparing this Statement we have considered, in particular, our compliance with those legal, licence and regulatory obligations for which Ofwat is the 
enforcement authority. In respect of these obligations, subject to the matters set out in this Statement, we confirm that: 

 We have a full understanding of, and are meeting, our statutory and regulatory obligations. 

 We have taken steps to understand and meet our customers’ expectations. 

 We are satisfied that we have sufficient processes and internal systems of control to meet our obligations. 

 We have appropriate systems and processes in place to allow us to identify, manage and review our risks. 

In this Statement we also: 

 explain links between the standards of performance we achieve and directors’ and senior executives’ pay (s35A Water Industry Act Statement); 

 confirm that the auditors have been made aware of all relevant information (Companies Act 2004); 

 explain our dividend policy (Licence Condition F6); 

 confirm that we have sufficient financial and management resources available to us and systems of planning and internal control for at least the next 
12 months to meet our obligations as a water undertaker (Licence Condition F6A.2A Statement); 

 confirm that contracts entered into with associated companies include requirements concerning the standard of service to be provided, to ensure 
we can meet our obligations as a water undertaker (Licence Condition F6A.2A Statement); 

 confirm that we have maintained an issuer credit rating which is classed as an Investor rating (Licence Condition F6A.6); 
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 confirm that if a special administration order were to be made, we would have available sufficient rights and assets (other than financial reserves) to 
enable a special administrator to manage the affairs, business and property of our regulated activities (Licence Condition K Statement); and 

 confirm that transactions with associated companies are at arms-length (except where agreed by Ofwat) with no cross subsidy occurring (Licence 
Condition F6A.1). 

The Individual Statements 

Dŵr Cymru fully recognises its accountability to its customers, its regulators and its other stakeholders and is pleased to provide the following Statements to 
demonstrate that it complies with its Obligations and is managing its risk in an appropriate manner. 

1. The Company considers it has a full understanding of, and is meeting, its Obligations. 

Our primary obligations and duties as a Water and Sewerage Undertaker are set out in the Water Industry Act 1991, the Water Resources Act 1991 and our 
Licence. 

We keep our assurance processes continually under review to ensure they remain appropriate. A key emphasis is on ensuring the Company has sufficient 
processes and internal systems to fully meet our obligations. Our Legal Team works with colleagues throughout the business to identify new legal obligations 
and amendments to existing legislation. Colleagues in the Regulation Team keep abreast of developments or changes to our regulatory and licence obligations. 
The Compliance Team provides advice, guidance and support to the whole business on understanding the extent of any regulatory or licence obligation and 
implementing an appropriate internal control framework to ensure compliance with those obligations. 

For the 2015/2016 Risk and Compliance Statement we mapped Company processes against our statutory obligations. This was a desk exercise combined with 
consultation with operational managers. In each case the outcome of the process followed demonstrated that the obligation in question was recognised and 
that there were processes in place likely to ensure compliance. We continue to use a common reporting format which includes: 

 responsible Member of the Dŵr Cymru Executive Team; 

 formal description of the obligation; 

 description of the obligation in plain English; 

 details of policies, procedures and responsible Departments; 

 internal governance and assurance arrangements; 

 external assurance arrangements; and 

 any material performance departures in the report year. 

We will continue our efforts to improve the awareness of business units of the obligations they contribute to deliver and to further embed compliance within 
“business as usual” processes. 



Annual Performance Report 2015/16 
    

12 | P a g e  
 

Licence Condition I requires us to review our Code of Practice on Leakage at least once every three years. Unfortunately, we have failed to do so but are 
currently reviewing it and will consult with CCWater before we submit the final version of the revised Code to Ofwat for approval.  

2. The Company has taken steps to understand and meet customer expectations. 

As we have no shareholders, our sole focus remains on making decisions that benefit our customers – both now and for future generations. 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 recently appointed a 
new Chair to the Group and took this opportunity to review the Group’s Terms of Reference. 

Our unique operating structure has resulted in a strong balance sheet. We have commissioned research on how such “value” should best be returned to 
customers and what is the right balance between options such as lower bills, support for those struggling to pay, environmental or community projects and 
improvements to services for those facing repeat problems such as discoloured water or low water pressure. 

We believe that our communication process with customers is consistent with Ofwat’s requirements for the provision of customer information as detailed in 
Information Notice 13/04, with all information provided being reviewed for its accuracy, transparency, clarity, accessibility and timeliness. 

Our Codes of Practice meet Licence Conditions G, H and I providing information to customers describing the nature of services to domestic customers, giving 
guidance on complaint handling, guidance to domestic customers who have difficulty in paying their bills and advice to customers of their options and rights 
about the help available when they have a leaking supply pipe. 

We consult with CCWater to ensure that the information provided meets customer requirements. Both the nature of the information provided, and the way 
we provide it, are reviewed annually by CCWater when customer charges are revised, as well as at other times during the year as and when individual leaflets 
are updated. 

In 2015/2016 we undertook our first Net Promoter Score Survey. The Survey is based on the fundamental perspective that every company's customers can 
be divided into three categories: "Promoters"; "Passives"; "Detractors". Our Net Promoter Score is simply the percentage of promoters minus the percentage 
of detractors. We will continue to report on our Score to the Dŵr Cymru Executive through our Monthly Management Report. 

Our Rant and Rave system asks customers the reasons for their Net Promoter Score ratings. This provides us with the opportunity to hear comments from 
customers every day - in their own words. This real-time feedback can then be fed into our operating systems, enabling more impactful intervention or service 
recovery by addressing customer concerns. 

During 2015/2016 we have developed a suite of customer metrics that provides us with a more holistic view of our performance against both household and 
non-household customer expectations. 
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Our services are informed by direct feedback from our customers through platforms such as the 15th Developers’ Forum that was held in September 2015, 
with over 100 attendees from the house builders and developers in our area and we welcome the fact that we became a statutory consultee for planning 
applications in Wales in March 2016. 

To help us meet the changing needs and expectations of customers and manage the wider challenges facing our industry, such as climate change, we know 
that we will need to innovate and think differently about how we provide our services. This is why we are looking beyond the UK and forging best practice 
partnerships with international counterparts at the Danish Water and Wastewater Association and Oasen Drinkwater in Holland. 

We are continuing to benchmark ourselves against the best companies in the industry and beyond in terms of customer service and rolling out our Customer-
led Success initiative. This will help drive a more Customer-led culture internally and enable us to use improved customer insight to drive further service 
improvement. As a company owned on behalf of the three million people it serves and is run solely for their benefit, we are determined to meet the increased 
customer expectations and priorities of our customers. 

3. We have satisfied ourselves that we have sufficient processes and internal systems of control fully to meet our Obligations. 

Our approach to achieving and assuring compliance with our legal, licence and regulatory obligations is based on a sound system of internal controls and 
governance. Our Board and Audit Committee members carry out a range of activities to inform themselves about our compliance. Our Director of Regulation 
is supported in discharging this compliance responsibility by employees in the Regulation, Legal, Compliance and Business Assurance teams. 

The Board has overall responsibility for the operation and effectiveness of the Company’s system of internal controls and risk management. The system of 
controls is designed to manage the risk of failure to achieve business objectives, and comprises audited policies and procedures aimed at identifying and 
managing the most significant risks faced by the business. In addition, the Executive Management Team receives a monthly report from the Head of Business 
Assurance providing details of the outcome of all internal audits completed. 

The process to review the effectiveness of internal control includes discussion with management on significant risk issues and a review of plans for, and results 
from, internal and external audit. The Audit Committee reports the results of its review to the Board which then draws its collective conclusion on the 
effectiveness of the system of internal controls. 

The Board maintains sound risk management and internal control systems. This has been an area of focus this year. In fulfilling this responsibility, the Board 
considers periodic reports from the Audit Committee, Quality and Environment Committee and from management, and relies on its routine monitoring of 
key performance indicators and monthly reports of financial and operational performance. This enables the Board to review the effectiveness of the internal 
control system throughout the course of the year. The monthly reporting to the Board and Executive Management Team is through a detailed performance 
dashboard which includes compliance measures to address those areas of performance where improvement is needed. 



Annual Performance Report 2015/16 
    

14 | P a g e  
 

Our Integrated Management System provides coordinated management of our quality systems. This process is managed by our SAP Business Support & 
Integrated Management System Team covering ISO 9001 and ISO 14001. Our quality processes are subject to internal audits and external accreditation. There 
is continuous improvement, including monitoring the resolution of issues identified in audits (corrective actions and improvement actions). 

We have an Internal Audit Department reporting directly into the Board’s Audit Committee to maintain its independence. The role of Internal Audit is to 
provide assurance and to advise the Executive Management Team and the Board Committees on the extent to which systems of internal control and 
arrangements to manage risk are appropriate and operate effectively. The Audit Team has a mature and well tested risk based approach in carrying out audits 
(the higher the risk the greater the scrutiny). The Internal Audit Team complete an annual cycle of formal reviews agreed by the Audit Committee and covers 
the material risks and key processes of the Company. The external audit of our Accounts and Annual Performance Report is currently conducted by KPMG 
our appointed Auditors. 

The results of both internal and external audits, where any material or relevant non-conformances are found, are flagged to management and reported to 
the Board’s Audit Committee. Actions to correct non-conformances in a timely and appropriate manner are ensured by the Head of Business Assurance. 
Evidence is required to confirm the agreed control improvements have been implemented before any audit action is closed and removed from the internal 
tracker. 

We continue to employ a Reporter to scrutinise, challenge and give independent advice and assurance on the procedures we use to collect and report the 
information underpinning this Risk and Compliance Statement. During 2015-16 the Reporter focused in particular on the internal assurance processes put in 
place to support reporting against the Company’s Measures of Success. 

4. We have appropriate systems and processes in place to allow us to identify, manage and review our risks. 

In accordance with the FRC’s UK Corporate Governance Code our systems of internal control are designed to identify, evaluate and manage risks affecting 
the business. This year, the Board has carried out a comprehensive review of its approach to risk management, which has involved a robust assessment of 
the principal risks facing the Company and our tolerance of risk in these key areas. This assessment is then used to inform our investment programme and, 
because of our not-for-share-holder model, helps to focus where money, which might go to shareholders in other organisations, may be best invested to 
manage key risks. The internal controls to ensure that risks are adequately managed are also considered by the Audit Committee. Where it is not possible to 
mitigate the risk fully, a plan has been adopted to reduce the potential impact of the risk over the medium term. 

Our approach to risk management can be summarised as follows: 

 Individual teams within the business take responsibility for managing risks within their areas of responsibility. 

 Each business unit has the opportunity to feed into a “bottom up” risk management system and risks recorded through that process are discussed 
during a more “top down” discussion of risk every month at a meeting of the Executive Management Team. 
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 The Executive Management Team’s update on strategic risks affecting the business are reviewed at every Board Meeting and the Board has an in-
depth review of strategic risks twice every year. The Board has now adopted an approach assessing the current level and a target level for each risk. 

 The Audit Committee has accountability for overseeing the risk management processes and procedures, and reports to the Board. All colleagues have 
the opportunity to make confidential disclosures about suspected failure to follow procedures or wrongdoing to Internal Audit or to an external 
Whistleblowing Helpline, in accordance with our Whistleblowing Policy. 

 This bottom up and top down approach to risk management provides assurance that risks are being effectively managed by the business and identifies 
those areas where further mitigation steps are needed. 

We continue to use the “Three Lines of Assurance” model to mitigate risk of non-compliance with our processes and policies: 

 First line of assurance is ownership and management of risk. This is fulfilled by our operational teams and managers. 

 Second line of assurance is risk management and risk control. This is fulfilled by our Compliance team and internal committees. 

 Third line of assurance is independent review and oversight. This is fulfilled by Internal Audit. 
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES FOR REGULATORY INFORMATION 

The following confirmations from our Directors are provided to comply with the requirements of Condition F of our Licence, which requires that accounting 
statements are prepared in accordance with the Regulatory Accounting Guidelines issued by Ofwat. In particular, Regulatory Accounting Guideline 3.08 issued 
in October 2015 requires the following Statements to be made by our Directors: 

 Statement of Directors’ pay and standards of performance. 

 Statement on disclosure of information to auditors. 

 Statement on Dividend Policy. 

 Statement on diversification and protection of the core business. 

 Statement on sufficient rights and assets (sometimes referred to as Ring Fencing). 

Statement on Directors’ Pay and Standards of Performance 

The Company is required under s35A of the Water Industry Act 1991 to provide a Statement that the remuneration paid to Executive Directors is linked to 
standards of performance. This Statement is provided within the Directors’ Remuneration Report which can be found at page 84 of the Annual Report. 

Statement on disclosure of information to auditors 

In the case of each of the persons who are Directors at the time when the Annual Performance Report is approved under Section 418 of the Companies Act 
2006 the following applies: 

a) so far as the Director is aware, there is no relevant audit information of which the Company’s auditors are unaware; and 
b) he/she has taken all the steps that he/she ought to have taken as a Director in order to make himself/herself aware of any relevant audit information 

and to establish that the Company’s auditors are aware of the information. 

Statement on Dividend Policy 

Paragraph 6 and line 1A of the Appendix to Licence Condition F require companies to report on the value of any dividend paid and provide a comprehensive 
explanation of the basis of the dividend. 

Dŵr Cymru’s ultimate parent undertaking is Glas Cymru Holdings Cyfyngedig, a company formed with the single purpose to manage Dŵr Cymru. As a company 
limited by guarantee, and having no shareholders, all financial surpluses are reinvested for the benefit of customers. The reserves built up from retained 
profits help to insulate Dŵr Cymru and its customers from any unexpected costs and also to improve credit quality to keep the cost of finance as low as 
possible. 
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As at 31 March 2015 Dŵr Cymru had an outstanding loan of £320.5m due from its parent undertaking, Dŵr Cymru (Holdings) Limited. Dŵr Cymru (Holdings) 
Limited is a non-trading company and can only repay the loan using distributions from its trading subsidiary. Such distributions are made only when Dŵr 
Cymru has distributable reserves as defined in its statutory financial statements which are prepared under International Financial Reporting Standards.  

A new Dividend Policy was approved by Ofwat in December 2015 and formally adopted by the Board in the June 2016 Board meeting. No monies are 
transferred out of the Glas Cymru group of companies under this Policy and all financial surpluses are retained for the benefit of customers. Our Dividend 
Policy expressly provides that dividends will not be paid unless the Directors are satisfied that this would not impair Dŵr Cymru’s ability to finance its 
regulatory activities.  

During the year to 31 March 2016 the Company declared and paid a dividend of £320.5m which was used to repay the intercompany loan in full, therefore 
as at 31 March 2016 the balance on Dŵr Cymru’s loan from Dŵr Cymru (Holdings) Limited was £nil. 

Statement on diversification and protection of the core business 

The Directors have resolved that a Certificate required under Condition F6A.2A be issued to the Water Services Regulation Authority (Ofwat) confirming that 
in the opinion of the Directors: 

a) the Company will have available to it sufficient financial resources and facilities to enable it to carry out, for at least the next twelve months, the 
Regulated Activities (including the investment programme necessary to fulfil the Company’s obligations under the Appointment); and 

b) the Company will, for at least the next twelve months, have available to it management resources which are sufficient to enable it to carry out those 
functions. 

In providing this Certificate, the Directors have taken into account: 

a) the Company’s Licence, which is in place on a rolling 25 year basis; 
b) the certainty on customer tariffs to March 2020 provided by the 2014 Final Determination of prices by Ofwat, following its acceptance by the Board; 
c) the financial strength of the Company and the management and other resources available to the Company as recorded in the Financial Statements for 

the year ended 31 March 2016;  
d) the bond programme of financing implemented by Dŵr Cymru (Financing) Limited, an associate Company, inter alia, to provide future financing for the 

Company (including the investment programme necessary to fulfil the Company’s obligations under the Instrument of Appointment); 
e) the strong credit rating of the Company’s bonds; 
f) the results from the ongoing monitoring of financial, operational and compliance controls and the risk management process reported to the board via 

four formal committees; the Audit Committee, the Remuneration Committee, the Nominations Committee and the Quality and Environment Committee. 
The Group’s internal audit function has carried out a programme of work, which incorporates a review of the control environment; 

g) the annual review of the effectiveness of internal controls in compliance with the requirements of the UK Governance Code;  
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h) the Company’s formal risk and governance arrangements which are monitored by the Audit, Risk and Compliance Committees and Board; 
i) the Company’s employment policies and strategy; 
j) the Company’s plans for the remainder of this regulatory period; and 
k) the Undertaking that Glas Cymru Cyfyngedig (“Glas Cymru”) has given following the acquisition of the Company, in which Glas Cymru confirms that it 

(and each of its subsidiaries other than the Company) will: 

 provide the Company with all such information as may be necessary to enable the Company to comply with the requirements of the conditions of 
Appointments, or such additional information as the Director may reasonably require about their activities and the financing of them; 

 refrain from any action which would or may cause the Company to breach any of its obligations under the Act or conditions of Appointments; 

 ensure that at all times the Board of the Company contains a majority of Non-Executive Directors; 

 comply with the Principles of Good Governance outlined in the UK Corporate Governance Code published in September 2014 (or any successor 
document having a similar purpose or intent) as may from time to time be appended to or approved for the purposes of the Listing Rules of the UK 
Listing Authority; and 

 not make any changes to their respective Memorandum and Articles of Association without the consent of Ofwat. 

This Director’s Certificate also confirms that in the opinion of the Directors all contracts entered into with any associated company include all necessary 
provisions and requirements concerning the standard of service to the Company, to ensure that it is able to meet all its obligations as a water and sewerage 
undertaker. 

Section 6A.4(2)(a) of Licence Condition F requires our independent auditors to produce a report that sets out: 

 whether they are aware of any inconsistencies between the Director’s Certificate and any of the accounting records; and 

 the extent to which the Company has complied with its obligations under Licence Condition F6A.2A. 

A copy of the auditor’s report can be found in Part 1 of this Annual Performance Report.  

Licence Condition F6A.6 – Investment Grade Rating 

The Directors confirm that throughout 2015-16 the Company, or an Associated Company as issuer of debt on its behalf, has ensured that it has maintained 
at all times an issuer credit rating which is an Investment grade rating. Dŵr Cymru has the strongest credit ratings in the water sector, reflecting the Company’s 
high level of creditworthiness. The ratings of the Company’s Class A and B debt at 31 March 2016 were A/A3/A from Standard & Poor’s, Moody’s and Fitch 
Ratings. 
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Licence Condition K – Sufficient Rights and Assets 

Under paragraph 3.1 of Condition K of the Licence, the Company is at all times required to ensure, so far is as is reasonably practicable, that if a special 
administration order were made, the Company would have available to it sufficient rights and assets (other than financial resources) to enable the special 
administrator to manage the affairs, business and property of the company. 

The Directors are satisfied that the business has adequate resources to continue in business for the foreseeable future. Accordingly, the Financial Statements 
for the year ended 31 March 2016 have been prepared on a going concern basis. 

Licence Condition F6.1 – Trading with Associate Companies at Arm’s Length 

We have an Obligation to ensure that every transaction between the Appointed Business and any Associated Company is at arm’s length so neither gives to 
nor receives from the other any cross-subsidy. There were no transactions with any associated companies except for: 

 the Directors of Dŵr Cymru Cyfyngedig are also directors of other companies within the Glas Cymru Group. However, the emoluments of the Directors 
are paid in full by Dŵr Cymru Cyfyngedig as their activities are predominantly related to the regulated water and sewerage business. During the year 
the Executive Directors’ emoluments amounted to £2,438,778 (2015: £2,476,903) and fees paid to the Chairman and Non-Executive Directors totalled 
£551,997; 

 investments at the beginning of the period included a loan to the company’s immediate parent company, Dŵr Cymru (Holdings) Limited, of £320.5m 
(2015: £320.5m), which was repaid in full during the period. The interest rate on this loan is 12%, and loan interest of £38.4m (2015: £38.5m) was 
waived by the company during the year. The interest waiver is a practical alternative to funding the interest otherwise receivable by the company by 
means of an ordinary dividend; and 

 the proceeds of the Group’s bond programme have been on-lent to Dŵr Cymru Cyfyngedig under an Intercompany loan agreement. Under the terms 
of this agreement, the interest rates payable by the Company are based on the interest rates payable to the bondholders after taking into account 
interest rate and currency swaps, plus a margin of 0.01%. 
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Dŵr Cymru Cyfyngedig Statement 

At its meeting on 7 July 2016, the Board considered that, on the basis of the information presented in this Risk and Compliance Statement and in the Annual 
Performance Report, which had been discussed with the Company’s Reporter, the Board is able to make this statement in accordance with Ofwat’s 
requirements.  

By Order of the Board 

  

Nicola Williams, Company Secretary 

15 July 2016 
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Statement of Directors’ responsibilities for Regulatory Information  

Further to the requirements of Company law, the Directors are required to prepare accounting statements which comply with the requirements of Condition 
F of the Instrument of Appointment of the Company as a water and sewerage undertaker under the Water Industry Act 1991 and Regulatory Accounting 
Guidelines issued by Ofwat. 

This requires the Directors to: 

 confirm that, in their opinion, the Company has sufficient financial resources and facilities, management resources and methods of planning and 
internal control for the next 12 months; 

 confirm that, in their opinion, the Company has sufficient rights and assets to enable a special administrator to manage the affairs, business and 
property of the Company; 

 confirm that, in their opinion, the Company has contracts with any associate company with the necessary provisions and requirements concerning 
the standard of service to be supplied to ensure compliance with the Company’s obligations as a water and sewerage undertaker; 

 report to Ofwat changes in the Company’s activities, which may be material in relation to the Company’s ability to finance its regulated activities; 

 undertake transactions entered into by the appointed business, with or for the benefit of associated companies or other businesses or activities of 
the appointed business, at arm’s length; and 

 keep proper accounting records, which comply with Condition F and RAG 5.06.  
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7. 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 recently appointed a new Chair to the Group and took this opportunity to review the Group’s Terms of Reference. 

Consequently, we have not had the opportunity to share with the Customer Challenge Group the content of this Annual Performance Report but we will be 

discussing it with them at the next meeting in July. In future years, we will ensure that they are fully involved in the preparatory stages. 

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 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.  



Annual Performance Report 2015/16 
    

23 | P a g e  
 

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 impact 

on both the relevant stakeholders and ourselves if our data was inaccurate or incomplete. We also 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)) 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 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 the recommendations to ensure continued assurance of our 

data. From April 2016 we have appointed a new Reporter to ensure the external review of internal data processes remains fresh and challenging. 

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 Assurance Plan. The objective of the Draft 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 2015/16 Annual Performance Report was accurate and complete and can 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, which were addressed directly with the individual 

organisations, 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. We asked KPMG 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/~/media/Files/Consultation/STAKEHOLDER%20CONSULTATION%20eng.ashx?la=en
http://www.dwrcymru.com/en/~/media/Files/Consultation/Final%20Assurance%20Plan%20English.pdf
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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 year’s Reporter scrutiny and which therefore carried high levels of assurance. However, 

some were either: 

 new Measures; 

 had significant new elements; 

 were subject to significant levels of manual interventions in the reporting process; or 

 required an element of judgement. 

While our review did not identify the collection or reporting of any poor quality information in any of the Measures falling within these categories the risk of 

this happening was potentially higher under our assessment methodology. 

Although all our Performance Measures receive internal challenge and robust external scrutiny prior to their publication in the Annual Performance Report 

our assurance review identified five Measures that were appropriate for particular focus by the Reporter. The Reporter subsequently 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 2nd June 2016, 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. 
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We will review and report on the strengths and weaknesses of the data we are providing at that time in a second Draft Assurance Plan to be published in 

autumn 2016. 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. Subject to specific timing requirements from Ofwat we currently propose to publish the second Data 

Assurance Statement at the beginning of October 2016. 

 


