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ARE YOU BEING SERVED?
In 2004-05 the industry
continued to maintain a good
level of service to its
customers. Research indicates
that customers are generally
satisfied with the levels of
service and value for money
being delivered. 

Performance against the key
measures of customer service
was published in the ‘Levels of
service for the water industry in
England and Wales 2004-05
report’ in September. 

The measures reflect different
areas of the companies’ work
and include:

• water services −− water
pressure and supply
interruptions;

• sewerage services −−
number of properties

experiencing internal
flooding from sewers, and
those at risk of flooding; and

• customer services −−
speed of handling billing
enquiries, and speed of
responding to written
complaints and telephone
calls. 

This year’s report included
information from the
Environment Agency and the
Drinking Water Inspectorate
(DWI) on companies’
performance in safeguarding
the environment and providing
good quality drinking water.

It also included the overall
performance assessment
(OPA), which compares the
companies’ performance over
a broad range of measures.

Companies delivered a high
level of service this year and
continued to approach the
maximum scores possible with
only limited variation between
them. This shows that our use
of comparisons between
companies to drive improve-
ment, along with the incentive
mechanism, is working and
gives us confidence that this
performance is part of a
sustainable trend. 

For the first time this year we
also included industry level
results on customer satisfaction
with companies’ handling of
telephone calls. The results
show that customers are
generally satisfied with the 
level of service they receive.
STOP PRESS: see late news
on page 6.

Welcome CCWater
We welcome the launch of the
Consumer Council for Water,
which will continue and
advance the role of
representing the interests of
water customers, carried out so
diligently by WaterVoice up to
now. The Council will be known
as CCWater. The new
organisation will have extra
duties and more power than its
predecessor, WaterVoice. It is

an independent organisation
that represents customers’
interests and deals with their
complaints.

We look forward to working
closely with Dame Yve
Buckland, Chair of CCWater,
and Tony Smith who will join
will join CCWater as its Chief
Executive in December. We will
be sorry to lose Tony, who is
Director of Competition and

Consumer Affairs at Ofwat at
the moment, and wish him well
in his new post. 

CCWater’s headquarters is at
Victoria Square House, Victoria
Square, Birmingham, B4 2DL
(telephone: 0121 345 1000).
There are nine regional offices
in England and one in Wales.
More details can be found on
the CCWater website at
www.ccwater.org.uk. 
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Helen Twelves
heads work on
supply/demand

Helen Twelves, Head of
Supply/Demand Balance
Team.

Helen Twelves has spent her
whole career working in the
water industry. She joined
South West Water in the mid-
1980s as a trainee
accountant and spent time
preparing management
accounts and the principal
statements. 

Helen moved to Ofwat in
1997 and expanded her
knowledge of the financial
side of the industry from one
company to many when she
joined our regulatory
accounts team. Three years
later she moved to the
comparative efficiency team
where her first job was
responding to the
Competition Commission

inquiries about the 1999
price review. This certainly
provided a full and detailed
introduction to the team’s
work. She has since
developed an intimate
knowledge of operating
costs, comparative efficiency
and econometrics. 

The move to the supply/
demand balance team has
come at a particularly exciting
time. She joined the team
when southern England has
had its driest winter, spring
and summer since 1976. This
led to some companies in the
south-east of England placing
restrictions on the use of
hosepipes and sprinklers,
while Folkestone & Dover
Water has applied to Defra
for water scarce area status.
If it is granted, the company
will be allowed to
compulsorily install meters
to encourage a reduction in
demand.  

Increasing numbers of
households in the Thames
Gateway area will further
increase the demand for
water in an area which
already has less water per
person than parts of the
Middle East. Helen is talking
to water companies about the
actions they propose to take
to meet the increased
demand. 

In ‘RD 11/05 Consultation:
AMP4 June return 2005-10’
we published our
consultation on the
information that we collect
in the June return. There
are regular rumblings of
discontent about the volume
of information we ask
companies to provide. This
issue was raised again in
the review of the 2004 price
review (see ‘How can we
improve?’on page 3). 

Each year we ask companies
to complete the June return
submission. We collect this
information to monitor the
outputs required by
companies and to compare
their performance. Before we
issued our consultation our
policy teams carried out a
review of the data they
require.

In September we invited
companies, reporters,
auditors, consumer
representatives and other
government departments to a
seminar to discuss the
information requirements. We
explained it is important that
we receive sufficient
information to enable us to
carry out our work properly.
However, we do not want to
impose an unnecessary
burden on the companies.
We want to remove data
which is no longer required. 

June
return
seminar
report

Continued on page 3...
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HOW CAN WE
IMPROVE?

We spent more than two years working with companies,
consumer groups and government departments on the
price review, culminating in the publication of price limits in
December 2004. To understand whether we could have
improved our processes we asked an independent steering
group to review our work.
The steering group talked to key stakeholders to gather views
from those involved in the price review. A market research
company consulted stakeholders and an Ofwat ‘ginger group’
asked staff about the review process. The steering group
published its conclusions in August. The ‘Report into the
conduct of the 2004 Ofwat periodic review’ and the market
research report are on our website. 

The group found a high level of satisfaction with the way we
carried out the review. The transparency, planning and
management of the process were done well. However,
WaterVoice and consumer groups felt that customers’ interests
were not given enough weight. Environmental groups felt that
environmental improvements were treated as optional
investments. While companies thought that our methodologies
were generally transparent they considered the way we dealt
with efficiency and capital maintenance was less clear. 

The group identified two key issues, which need to be
addressed to ensure a more effective approach to the 2009
price review. 

• Clarity of roles, powers and the rules of the game (including
decisions on determining the scope of the environmental
programme).

• Long-term planning and the length of the review cycle
(currently five years).

In addition, there were further areas to be considered:

• the level of information requirements and the burden it
places on participants;

• the transparency of our decisions and how they are
explained;

• the transparency of some methodologies should be
improved; 

• the length of the review process and its timetable; and
• how the outcomes are presented to customers and the

profile of bills.

We are carefully considering all the recommendations. We will
consult on the length of the 2009 price review in December.
We are also discussing the remaining recommendations with
stakeholders. We will publish conclusions in due course.

At the seminar, South East
Water and Yorkshire Water
presented their perspectives,
with PricewaterhouseCoopers
and WS Atkins representing
the auditors and reporters.
Generally, the review and the
reduction in data requirements
were welcomed by all.
Concerns were raised with:

• the June return query
process;

• the burden of producing
commentaries;

• Ofwat feedback;
• the timing of the

submission; and
• whether we had gone

far enough in proposing
changes.

Dame Yve Buckland, Chair of
CCWater, welcomed our
commitment to liaise with
CCWater on future reporting
requirements, the proposal to
work with the Environment
Agency to unify the collection
of water resource data and
the overall reduction in the
information. She also set out
further thoughts on the
structure of the June return,
water efficiency and
complaints data.

Our aim is to establish a
balance between the burden
of producing the information
whilst ensuring we have the
information we need. We
must not reduce the amount
of information to a level that
might compromise our ability
to carry out our duties. 

We asked for views to be
sent to us by the end of
September and we will issue
our response and final
reporting requirements in
December.

...Continued from page 2
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Project
Reservoir
Computers are wonderful
things aren’t they? Full of
useful information. If only we
could find what we wanted
more quickly and if only the
different systems would talk
to each other more efficiently.

Project Reservoir is a review
of all the IT systems that we
use in Ofwat. The aim is to
provide a more integrated set
of systems to enable greater,
more flexible and more
focused access to all types
of data. 

With more than 30 systems
in use in the office, this is a
long-term project which is
likely to take between two
and three years. Some
systems are only used by
Ofwat staff. Other systems,
such as Information Capture
Systems (ICS) for the June
return and Aquarius 3, are
used by companies to
provide data to us. 

We will be talking to the
water companies to find out
more about how they use the
systems and whether they
have suggestions for
improvements as we review
the relevant software. We will
be issuing questionnaires to
water companies on the June
return ICS and Aquarius 3
towards the end of the year.

WHERE THE MONEY GOES

In September we published the
‘Financial performance and
expenditure of the water
companies in England and
Wales 2004-05 report’. This
report summarises the
financial performance of the
industry for 2004-05. It also
provides an overview of the
2000-05 period, covered by
the price limits set in 1999. 

Over the last five years the
industry has outperformed the
expenditure assumptions that
we used to set price limits in
1999. Many companies said
the determinations were too challenging, but the incentive-
based system has allowed them to deliver their outputs and
benefit from efficiency savings. 

The operating expenditure for the five years was 2% less than
we assumed in price limits in 1999. Expenditure has risen in the
last two years, partly because of increases in some costs, such
as power and pensions. In addition, some companies are using
operational solutions rather than capital solutions to address
new requirements (for example sludge disposal). 

The total gross capital expenditure for 2000-05 was around 9%
lower than we assumed in price limits. Most of the savings were
for the sewerage service with a large proportion being attributed
to efficiencies. The companies broadly delivered the outputs we
set for the five-year period. In the few cases where outputs have
not been achieved, companies have explained the reasons
behind the delay. 

The serviceability of companies’ asset systems is assessed
annually to see if they are fit for purpose. Overall, serviceability
is stable for water infrastructure, water non-infrastructure and
sewerage infrastructure, whilst for sewerage non-infrastructure
it is marginal. But half of the companies have one or more
sub-service that is less than stable. Each is required to achieve
and maintain stable serviceability during 2005-10. We have
asked some companies to provide details of how they plan to
achieve this.

The companies’ operating profits increased by 4% to
£2.1 billion in 2004-05 (on a current cost basis). These
profits allow the companies to sustain a reasonable return
on capital, which is needed to finance the service and quality
improvements. The return on capital in 2004-05 was similar to
that in 2003-04. 
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Focusing on customers

Information on the industry
level of unpaid household bills
and associated recovery costs.
In 2004-05 the level of unpaid
bills, the number of
households in debt and money
spent by companies on debt
recovery all increased
compared to 1998-99.
However, when compared to
2003-04 some measures, for
example debt recovery costs
and the number of households
in debt, had stabilised or
improved. 

Debt and disconnection figures
for 2004-05. The number of
non-household premises
disconnected by companies for
the non-payment of bills
decreased by 8% between
2003-04 and 2004-05. The
number of county court claims
and county court judgements
made for the non-payment of
household bills increased by
17% and 21% respectively.

Numbers of customers
registered with water and
sewerage companies for
special assistance. We require
companies to keep accurate
and up-to-date records of
customers who have
registered for special
assistance, and collect
numbers on an annual basis.
In 2004-05, more than 76,000
customers were registered
with companies − nearly 12%
higher than the previous year.

Details of the services that
companies should offer are set
out in Services for Disabled or
Elderly Customers − Guidance
to Companies. Examples
include a password scheme
to identify company staff and
issuing bills in formats such
as Braille or large print.

We were pleased to see
that the WaterVoice (now
CCWater) review of the
application of services for
disabled or elderly customers:
company performance since
the 2003 review, issued last
month, found that companies
were still providing a good
range of services, with many
improving their performance
over recent years.

The report suggested some
minor improvements to our
current guidelines, which we
will be considering.

Affordability update
We continue to work with
Defra and other stakeholders
to take forward the
recommendations from
the affordability review.

Having agreed the terms of
reference, the tariffs and
charging effects steering group
met in October to consider
which measures should be
tested, and how the options
chosen should be analysed.
The group will be meeting
again in November.

Tenders for the work on the
south-west affordability pilot
study have been received by
Defra and will be assessed
shortly. The study, which will
examine the combined effect
of benefits checks, water
efficiency measures and
metering on low-income
households, is expected to be
up and running early next year.

Since the last edition of H2Ofwat (issue 1, April 2005) the following work has been added
to our website.

We expect companies to keep
accurate records of customers
who require special assistance.
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Next issue −− January 2006
For more information about the Office of Water Services and the work we do, visit our website at
www.ofwat.gov.uk. If you have any comments about this issue, or suggestions for future issues,
e-mail the editor at victoria.botcherby@ofwat.gsi.gov.uk.

What did you think of
H2Ofwat?

Thank you to all the people
who commented on the first
edition of H2Ofwat. The
general consensus was that
anything that reduced the need
to read all eight hundred
pages of published information
was a good thing. We have
had a slightly quieter time over
the summer since the first
issue and only published 14
documents in the last three
months.

Replies about the first edition
came from people working for
water companies, Defra and

even a contact from South
America. One reader said it
was useful to have a
newsletter that highlighted
regulatory issues without being
too technical, while another
liked the format and said it
included a useful level of
information. 

If you have any ideas about
items you would like to see
included in the newsletter in
the future, please e-mail
victoria.botcherby@
ofwat.gsi.gov.uk.

Key dates
• Publication of ‘Security

of supply, leakage and
the efficient use of
water 2004-05 report’ −
27 October 2005.

• Sustainable
development workshop
− 24 November 2005.

• Publication of ‘Water
and sewerage service
unit costs and relative
efficiency 2004-05
report’ − December
2005.

• Publication of
‘Consultation on the
length of the periodic
review for 2009’ −
Dec 2005/Jan 2006.

News in brief...
Competition news
Companies have published the
indicative prices for access to
water companies’ supply
systems. The access prices
that a licensee will be offered
for supplying a specific
customer are likely to differ
from the published prices
because of the individual
requirements of the licensee
and other local circumstances. 

We have also received three
applications for new licences.
Details of these are also
available on our website.

More information can be found
in the WSL Bulletin.

New Director of
Network Regulation
Dr Melinda Acutt will be joining
us in the New Year from
Yorkshire Water where she
currently works as Head of
Regulation. She brings a wide
range of expertise and
experience to her new role at
Ofwat that will complement the
skills of existing staff. She has
previously worked as an
academic economist.

STOP PRESS
Southern Water
As we were going to press,
news came through of
irregularities in the handling
of customer enquiries and
complaints by Southern
Water.

The company has given
us an assurance that
customers who have been
disadvantaged will be
reimbursed.

See the press notice on
our website.


