
Appendix 1: 

A consultation on measuring and

reporting our performance

Water today, water tomorrow

www.ofwat.gov.uk



Ofwat forward programme 2013-14 to 2015-16 – draft for consultation 
Appendix 1: A consultation on measuring and reporting our performance 

_________________________________________________________________________________ 
 

 
_________________________________________________________________________________ 

1 

About this document 

This document sets out for consultation our proposed framework for measuring and 

reporting our performance.  

We will use the responses we receive to help us decide our final performance 

framework. We plan to publish this alongside our final ‘Ofwat forward programme for 

2013-14 to 2015-16’ in March 2013. We plan to trial the performance framework in 

2013-14, before implementing it in full for 2014-15.  

Our duties are laid out primarily in the Water Industry Act 1991 (WIA91) as 

amended. We are directly accountable to Parliament and the National Assembly 

for Wales. 
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Key messages 

 In ‘Delivering sustainable water – Ofwat’s strategy’ we said we wanted to 

measure our performance as the economic regulator for the water and 

sewerage sectors in England and Wales. We want to be as effective as we 

can, focusing on what works and learning from experience. We also want to 

be transparent and accountable to stakeholders for our performance.  

 The final report of the ‘Review of Ofwat and consumer representation in the 

water sector’ in 2011 also recommended that we develop a series of 

outcome-based performance measures. 

 We propose to report our performance in delivering our strategy by defining a 

set of outcomes we are seeking to achieve. We will measure our progress in 

delivering these outcomes using a combination of key performance indicators 

and periodic evaluations of our work. 

 We expect our performance framework to evolve and change over time as our 

overall approach to regulation develops. 

 We welcome views from our stakeholders on our proposed performance 

framework. We intend to pilot a reduced version of the proposed framework 

using the indicators that are readily available during 2013-14. We will then 

implement our performance framework in full from April 2014. 

 

  

http://www.ofwat.gov.uk/aboutofwat/reports/forwardprogrammes/rpt_fwd_20100303ofwatstrategy.pdf
http://www.defra.gov.uk/publications/files/ofwat-review-2011.pdf
http://www.defra.gov.uk/publications/files/ofwat-review-2011.pdf
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Consultation questions 

Throughout this consultation, we raise a number of questions, which are summarised 

below. As well as responses to these specific questions, we welcome views from 

stakeholders on any of the issues we raise in this document. 

Consultation questions 

Q1  Have we identified the right outcomes? If not, what others should we consider  

and why? 

Q2  For each outcome, are the indicators we have proposed the best way of assessing our 

achievement of the outcome that we have set out? If not, why not? 

Q3  Are there better indicators that we should use instead of the ones we propose? If so, 

what are they and why should we use them? 

Q4  Across all of our proposed indicators, what would be your priority indicators that must 

be included and why? 

Q5  Should we seek to establish a single overall measure of our performance? If so, 

should this be based on estimates of the overall benefits that we have achieved for 

customers from action we have taken or some other measure?   

Q6  What measure should we use to assess financial sustainability? 

Q7  Do you think our planned financial reporting meets our aims of being transparent and 

accountable? 
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Responding to this consultation 

We welcome your comments on our proposed work programme by 31 January 

2013. We would particularly welcome your views of our draft performance 

framework and our general approach to consultation.  

You can email your responses to forwardprog@ofwat.gsi.gov.uk or post them to: 

Forward programme consultation 

Policy and Communications 

Ofwat 

Centre City Tower 

7 Hill Street 

Birmingham B5 4UA. 

If you wish to discuss any aspect of this document, please contact Dylan Spedding 

on 0121 644 7780 or by email at dylan.spedding@ofwat.gsi.gov.uk.  

We will publish responses to this consultation on our website at www.ofwat.gov.uk, 

unless you indicate that you would like your response to remain unpublished. 

Information provided in response to this consultation, including personal information, 

may be published or disclosed in accordance with access to information legislation – 

primarily the Freedom of Information Act 2000 (FoIA), the Data Protection Act 1998 

and the Environmental Information Regulations 2004. 

If you would like the information that you provide to be treated as confidential, please 

be aware that, under the FoIA, there is a statutory ‘Code of Practice’ which deals, 

among other things, with obligations of confidence. In view of this, it would be helpful 

if you could explain to us why you regard the information you have provided as 

confidential. If we receive a request for disclosure of the information, we will take full 

account of your explanation, but we cannot give an assurance that we can maintain 

confidentiality in all circumstances. An automatic confidentiality disclaimer generated 

by your IT system will not, of itself, be regarded as binding on Ofwat. 

 

  

mailto:dylan.spedding@ofwat.gsi.gov.uk
http://www.ofwat.gov.uk/
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1. Introduction  

1.1 What we currently do 

Our duties are primarily laid out in the Water Industry Act 1991 (WIA91) as amended 

by the Water Act 2003. Where appropriate, we make judgements about how best to 

perform these duties when doing our work. We set out our duties in more detail 

below.  

We also receive a range of guidance from both the UK and Welsh Governments that 

we must have regard to in carrying out our duties. The UK Government is currently 

consulting on a strategic policy statement for us. We expect the Welsh Government 

will publish its guidance for us during 2013. 

Our legal duties 

Ofwat is the economic regulator of the privatised water and sewerage sectors in England 

and Wales. We are directly accountable to the UK Parliament and the National Assembly 

for Wales. In summary, our primary duties are to: 

 further the interests of consumers, wherever appropriate by promoting effective 

competition; 

 secure that water companies are able to finance their functions, in particular by 

securing reasonable returns on their capital; and 

 secure that the functions of each water company are properly carried out. 

We also have a range of secondary duties. These are to: 

 promote economy and efficiency by companies in their work; 

 secure that no undue preference or discrimination is shown by companies in fixing 

charges; 

 secure that consumers’ interests are protected where companies sell land; 

 ensure than consumers’ interests are protected in relation to any unregulated 

activities of companies; 

 contribute to the achievement of sustainable development; and 

 have regard to the principles of best regulatory practice. 

In ‘Delivering sustainable water – Ofwat’s strategy’, which we published in March 

2010, we set out our long-term approach for regulating the water and sewerage 

sectors in England and Wales.   

http://www.legislation.gov.uk/ukpga/1991/56/contents
http://www.legislation.gov.uk/ukpga/2003/37/contents
http://www.ofwat.gov.uk/aboutofwat/reports/forwardprogrammes/rpt_fwd_20100303ofwatstrategy.pdf
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The vision, mission and goals from our strategy provide the basis of our annual 

priorities, which we set out in our forward programme each year. The forward 

programme underpins our strategy. It sets out our annual work programme and the 

key outputs we will deliver each year. This includes our future regulation projects. 

We report our performance in our annual report and accounts, which is laid before 

Parliament each year. As well as describing the work that we have carried out and 

setting out our financial accounts, in it we report our performance against service 

standards for responding to public enquiries, disputes and complaints.  

Apart from our response times to enquiries and complaints, we do not currently use 

any measures to show:  

 whether we have delivered our strategy (‘measures of success’); or  

 progress towards achieving our strategy (‘performance indicators’).  

1.2 Why we are changing 

In our strategy we said:  

“We view the delivery of sustainable water as a continuous journey, not a final 

destination … it is important to measure progress. We want to show how far we  

have come…” 

So, in ‘Ofwat’s forward programme 2010-11 to 2012-13’, which we published in 

March 2010, we announced that we would develop a framework to measure our own 

performance. We put this work on hold until the outcome of the ‘Review of Ofwat and 

consumer representation in the water sector’, chaired by David Gray (the ‘Gray 

review’). The review’s final report, which was published in summer 2011, included 

the following relevant recommendations.  

Recommendation 4: “Ofwat should set clear targets and timescales for a reduction 

in the burden of the price control and compliance processes and enter into a joint 

project with the industry to achieve these. The National Audit Office should be 

involved in monitoring progress on these targets and report on them.” 

Recommendation 17: “We recommend that Ofwat should develop a series of 

outcome based objectives and performance measures which would allow its 

effectiveness and the value for money it provides, to be assessed more readily.” 

http://www.ofwat.gov.uk/aboutofwat/reports/rpt_fwd_2010-11_2012-13_fwdprog.pdf
http://www.defra.gov.uk/publications/files/ofwat-review-2011.pdf
http://www.defra.gov.uk/publications/files/ofwat-review-2011.pdf


Ofwat forward programme 2013-14 to 2015-16 – draft for consultation 
Appendix 1: A consultation on measuring and reporting our performance 

_________________________________________________________________________________ 
 

 
_________________________________________________________________________________ 

7 

Recommendation 19: “To allow a more effective assessment of its value for money, 

Ofwat should ensure that its management information systems can provide data on 

the costs associated with seeking to achieve its outcome‐based objectives.” 

We have considered these recommendations in developing our proposed 

performance framework.     
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2. Developing a new performance framework   

2.1 Defining our performance framework  

Our role is set out in legislation. So, it is important for us to establish a performance 

framework that reflects our role and our statutory (legal) duties. But as an 

independent regulator we can make choices about how we go about meeting those 

duties most effectively. Our strategy is our view on how best we can achieve our 

statutory duties in light of the challenges and opportunities that we face. It presents 

the vision of what we are trying to achieve set in the context of six strategic goals. 

So, we propose to use a performance framework to measure our progress towards 

delivering the strategy. 

Below, we set out the relationship between our strategic goals and our legal duties. 

Strategic goal         Relevant duties and powers 

 

 

  

 We exercise our powers in the manner best calculated to 

further the consumer objective (by promoting competition 

and by having regard to the interests of vulnerable 

customers and customers of licensees). 

 We ensure that there is no undue preference or undue 

discrimination in the charges customers pay. 

 We ensure that customers receive proper benefit from the 

disposal of protected land. 

 We exercise our powers in the manner best calculated to 

secure that the functions and duties of companies and 

licensees are properly carried out. 

 We ensure that customers are protected with respect to 

companies’ unregulated activities and that trade with 

associates is at arm’s length. 

 We shall investigate anti-competitive behaviour, where 

appropriate. 
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 We exercise our powers in the manner best calculated to 

secure that companies can finance the proper carrying out of 

their functions.  

 We promote economy and efficiency in the carrying out of 

the functions of a company. 

 We exercise our powers in the manner best calculated to 

further the consumer objective (by promoting competition 

and by having regard to the interests of vulnerable 

customers and customers of licensees). 

 We exercise our powers in the manner best calculated to 

secure that companies can finance the proper carrying out of 

their functions. 

 We promote economy and efficiency in the carrying out of 

the functions of a company. 

 We shall investigate anti-competitive behaviour, where 

appropriate. 

 We contribute to sustainable development. 

 We protect and preserve areas of natural or historic interest 

and allow freedom of access. 

 We employ the principles of best regulatory practice 

(transparency, accountability, proportionality, consistency 

and targeting action). 
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2.2 What issues did we consider? 

2.2.1 Best practice 

The aim of our performance framework should be to encourage us to: 

 prioritise and manage our resources effectively by focusing on work and 

activities that make the greatest contribution to our strategy;   

 continuously improve by doing things more efficiently or effectively; and 

 improve our transparency and accountability by demonstrating the progress 

that we are making towards delivering our strategy.  

To develop our proposed framework, we:  

 reviewed guidance and industry-leading approaches to performance 

management;  

 explored practice across the public and private sectors; and  

 sought the input of the National Audit Office. This included asking about the 

work it carried out with Ofcom (the telecommunications regulator) to develop 

its performance framework.    

We also used ‘Choosing the right FABRIC – a framework for performance 

information’, which HM Treasury, the Cabinet Office, the National Audit Office, the 

Audit Commission and the Office for National Statistics published jointly in 2001. 

This guidance is highly regarded among performance management professionals in 

the public sector. It sets out some core principles for an effective performance 

framework. They should be:  

 focused on the organisation’s aims and objectives; 

 appropriate to, and useful for, the stakeholders who are likely to use it; 

 balanced, giving a picture of what the organisation is doing, covering all 

significant areas of work; 

 robust in order to withstand organisational changes or individuals leaving; 

 integrated into the organisation, being part of the business planning and 

management processes; and 

 cost effective, balancing the benefits of the information against the costs. 

We used these core principles to guide the development of our proposed 

performance framework.   

http://archive.treasury.gov.uk/performance_info/fabric.html
http://archive.treasury.gov.uk/performance_info/fabric.html
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3. Our proposed performance framework 

3.1 Measuring success 

In our strategy, we said that delivering our vision of sustainable water will require the 

collective effort of a wide range of organisations. As the economic regulator, we can 

play an important role in incentivising and enabling the companies and other 

stakeholders to deliver more sustainable water and sewerage sectors. But – for 

example – we are not responsible for the following. 

 Delivering the water and sewerage services that customers rely on. We 

must be careful to ensure that we do not micro-manage companies through 

regulation.  

 Deciding the overall policy for the water and sewerage sectors. The UK 

and Welsh Governments are responsible for this.  

So, in considering our contribution we need to include measures that reflect how the 

sectors we regulate are contributing towards sustainable water – not just those 

elements that we deliver directly. This means that we will need to include measures 

in our framework over which we have different levels of influence.  

Also, where we try to measure our contribution, it is important that we recognise the 

limitations of the measures we include. Consider the following example.  

The difficulty in measuring our contribution – an example 

A water company is engaged in a significant capital investment programme that 

increases customers’ bills. The cost originates from European environmental 

legislation. 

We could challenge the company’s costs to ensure they were incurred efficiently. But 

there would be limitations on how far we could challenge the need for the 

investment.  

Our ‘success’ in this situation is likely to involve the company delivering a degree of 

environmental improvement (as the legislation requires) and customers’ bills 

increasing by less than they otherwise would have done without our efficiency 

challenge. 
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So, we propose to report our performance in delivering our strategy by defining a set 

of outcomes we are seeking to achieve. These are long-term objectives that our 

actions, activities and achievements are intended to deliver. We will use a 

combination of key performance indicators (KPIs) and periodic evaluation of our 

work to measure our progress in this area. We summarise our approach in figure 1 

below.  

Figure 1  Our performance framework – a summary 

 

 

 

 

 

 

 

 

We consider that our framework is balanced across the themes of our strategy, the 

duties that we must follow and the activities that we carry out as the regulator. Our 

approach draws on the balanced scorecard model developed by Kaplan and Norton 

that has been widely used elsewhere.  

We will be using this new framework to report on our performance as part of our 

internal quarterly reporting to the Ofwat Board, as well as within our annual report 

and accounts. So, it will be integrated into our day-to-day operations. And we expect 

it to evolve and change over time as our overall approach to regulation develops.  

In developing this framework, we have considered the potential cost of collecting and 

reporting this information. We consider that it is proportionate to our size.   

We describe the different elements of our performance framework below.  

Key performance 

indicators 
Evaluation 

Outcomes 
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3.2 Outcomes and indicators 

We have defined a range of outcomes that relate to one or more of the six goals in 

our strategy. These have helped us to define more accurately what we are seeking 

to achieve by delivering our strategy – and how we should measure our progress 

towards delivering it.  

They reflect our existing duties, obligations, and strategic goals. But they may 

change over time. For example, as we set out in ‘Future price limits – statement of 

principles’, we wish to develop an overall regulatory framework that encourages the 

companies to deliver the outcomes that their customers want. So, we would expect 

our performance framework to evolve as companies engage with their customers to 

define more precisely what those outcomes are.  

Our performance framework also includes a variety of KPIs. The advantage of this 

approach is that KPIs are simple and often relatively cost-effective way to monitor 

performance. And they can used to show trends and changes over time, which can 

be helpful. But their simplicity means that there are often limitations to what we can 

learn from them. So, we propose to supplement them with a much broader 

programme of evaluation of our work – to provide a greater depth of understanding 

of particular issues. 

In developing our indicators we referred to the HM Treasury ‘Green Book’ and many 

other forms of guidance in this area. They recommended that performance indicators 

should be ‘SMART’ (specific, measurable, achievable, relevant, and timely).  

There are already some established methodologies and indicators to measuring a 

particular outcome. And there can be advantages in us adopting these – both in 

terms of cost and effectiveness. But the established approach often does not quite 

measure the intended outcome or it has been set up for a different purpose. We 

recognise that our indicators include some ‘best fit’ suggestions.   

Also, we have tried to limit the proposed number of indicators overall to manage 

complexity. 

Below, we set out the outcomes and KPI measures we propose using to monitor our 

progress. We would welcome views on these. We have also asked some specific 

questions under particular outcomes. Each of our proposed KPIs is summarised in 

appendix A1. 

http://www.ofwat.gov.uk/future/monopolies/fpl/prs_web201105fplstatement
http://www.ofwat.gov.uk/future/monopolies/fpl/prs_web201105fplstatement
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Consultation questions 

Q1 Have we identified the right outcomes? If not, what others should we consider and 

why? 

Q2  For each outcome, are the indicators we have proposed the best way of assessing our 

achievement of the outcome that we have set out? If not, why not? 

Q3  Are there better indicators that we should use instead of the ones we propose? If so, 

what are they and why should we use them? 

Q4  Across all of our proposed indicators, what would be your priority indicators that must 

be included and why? 

3.2.1 An overall measure of our performance 

We could select a range of KPIs to measure our progress in delivering outcomes. 

But there may also be value in us adopting a single measure of our performance – 

for example, the overall benefits that we have achieved for customers. We could 

estimate this by evaluating action we have taken – or the projects we have carried 

out – to quantify the benefits and costs. We appreciate that this is a high-level 

measure of our performance. We would welcome views on whether it would be 

helpful. 

Consultation question 

Q5  Should we seek to establish a single overall measure of our performance? If so, 

should this be based on estimates of the overall benefits that we have achieved for 

customers from action we have taken or some other measure? 
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Strategic goal 

It is important that customers are satisfied with the water and sewerage services 

they receive – particularly where they have no choice of supplier.  

To assess levels of customer satisfaction, we considered measuring the number of 

complaints the companies receive from customers. But this is not necessarily directly 

linked to the quality of service that each company delivers. For example, a high 

number of complaints may also be a sign that a company is engaging effectively with 

its customers and encouraging them to make contact if they have a problem. 

So, we propose to use a measure of overall customer satisfaction based on the 

Consumer Council for Water’s (CCWater) annual customer satisfaction survey. We 

will use this to make comparisons between the companies and other utility sectors.  

The level of customer satisfaction is also linked to the level of service they receive 

compared with other sectors. To measure this, we considered assessing the service 

levels in the water and sewerage sectors compared with other utilities. But adopting 

such an approach could be extremely difficult. This is because key aspects of 

customer service in many other utility sectors have been deregulated and 

information may not be readily available. Also, we were concerned that comparisons 

of service may not be meaningful. 

So, we are proposing a measure based on the yearly customer service scores (the 

service incentive mechanism) that all monopoly water companies publish. 

Of course, customer satisfaction is influenced in part by the bills they are expected to 

pay. So, we think it is important to reflect the impact our decisions at price reviews 

have on customers’ bills. We considered using a measure of the average change in 

customers’ bills. But we consider that a yearly indicator of average bills is easier to 

understand.  

Outcome 1 – household and non-household 

customers’ satisfaction levels are equivalent to the 

best in water and other utilities 

Proposed measures 

 A measure of overall customer satisfaction. 

 Companies’ service incentive mechanism scores. 

 A measure of average bills. 

 Periodic evaluation and (or) market reviews. 

 

 

http://www.ofwat.gov.uk/regulating/aboutconsumers/sim
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We also regulate markets for water and sewerage services. In these areas, customer 

choice is likely to encourage competing companies to deliver improvements in levels 

of customer satisfaction. So, our focus would be on ensuring that the market 

arrangements operate as effectively as possible in delivering keener prices, 

innovation and improvements in service. The problem is that the indicators used 

elsewhere to demonstrate the effectiveness of markets have not always been 

particularly effective at measuring the success of those markets. 

So, we propose to use some form of evaluation or review at the appropriate time to 

assess whether market arrangements are operating effectively.  

 

Strategic goal 

We have a specific duty to protect vulnerable customers. So, we think it is important 

that this is reflected in our performance framework.   

In seeking to measure our performance in this area, we explored a measure of 

affordability. But after discussing this with consumer groups and the companies we 

concluded that is difficult to create an effective measure in this area.  

Instead, we propose to use an indicator of levels of customer debt across the 

sectors. We recognise this approach would not measure affordability, but given that 

there is some correlation between customers not being able to afford to pay their 

bills and debt it provides a proxy. It would also indicate the scale of customer debt 

and the potential for it to affect the way companies finance services.  

It is difficult to assess the relative extent to which vulnerable customers are receiving 

support across different companies and compare this with other sectors. The UK and 

Welsh Governments are currently making a number of significant policy changes, 

including issuing guidance to allow the companies to design their own social tariffs 

Outcome 2 – vulnerable customers and those on low 

incomes receive the levels of support and protection 

equivalent with the best in water and other utilities 

Proposed measures  

 A measure of customer debt. 

 Periodic evaluation of affordability support for vulnerable 

customers. 

http://www.ofwat.gov.uk/regulating/tools/consumerpolicy/min_wks20120724affordability.pdf
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for vulnerable customers. Only a few companies are seeking to develop these social 

tariff proposals this year. This means that there is a significant degree of uncertainty 

in this area.  

So, we propose to evaluate the affordability support that the companies provide to 

vulnerable customers. We propose to do this when new social tariff arrangements 

are in place and have been operating for a reasonable amount of time. 

 

Strategic goal 

This outcome is about ensuring that companies are accountable to their customers. 

This means that they: 

 engage effectively with their customers to find out what they want;  

 deliver the services customers want at the prices they agreed; and  

 meet their obligations in the legislation and their licences (or ‘instruments of 

appointment’).  

In 2014, we will set limits on the prices that all monopoly water and sewerage and 

water only companies can charge their customers for each year between 2015 and 

2020. As part this, we have asked each company to set up a customer challenge 

group (CCG), which will report to us on how well that company has engaged with its 

customers in preparing its business plan for the period 2015-20. We propose to use 

the CCGs’ assessments as an indicator of how well the companies are engaging 

their customers.  

Outcome 3 – companies consistently deliver the 

outcomes customers need and want at a price that 

they are willing to pay 

Proposed measures 

 A measure of the quality of companies’ engagement with 

customers. 

 A measure of companies’ achievement of their outcomes (at 

the end of the 2015-20 period). 

 A measure of the instances we have taken regulatory and 

enforcement action. 

 Proposals for evaluation of disputes and complaints (to be 

consulted on separately). 
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Also, in their business plans each company will establish the outcomes that they 

intend to deliver with their customers and stakeholders and they will need to 

measure their progress towards the achievement of these during 2015-20.  

We also propose to measure any occasions where we carry out regulatory or 

enforcement action against the companies each year. It would not be appropriate to 

set a target for these types of intervention because this may create a perverse 

incentive for us to identify a breach in a company’s obligations even if it did not exist. 

But we still consider that it is important to keep track of these instances. 

We are currently developing other specific performance measures for complaints 

and disputes that customers have with their companies, and for which we are 

responsible. This will be part of our new casework strategy, which we will consult on 

during 2013-14. 

 

Strategic goal 

In markets where customers can choose their supplier, companies engage in a 

continuous process to improve the services they offer. So, it is important that our 

regulatory framework helps drive and incentivise that process among monopoly 

water and sewerage and water only companies.  

We intend use a performance indicator that measures the efficiency challenge we 

make to the companies and the bill savings this delivers for customers. But this 

indicator is only available every five years. We would welcome suggestions as to 

how we may be able to measure the benefits of our efficiency challenge on a yearly 

basis in the future.  

Outcome 4 – companies improve in all aspects of 

their performance and levels of efficiency are 

equivalent to the best comparable water and 

sewerage providers in the world 

Proposed measures 

 A measure of the efficiency challenge we make to 

companies. 

 Periodic evaluation of efficiency relative to providers in other 

countries. 
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We intend to supplement this by using a relative, periodic evaluation ‒ where it can 

be made ‒ between the water and sewerage and water only companies in England 

and Wales and providers of those services in other countries.  

The challenges facing the sectors mean they need to find new and better ways of 

doing things (‘innovation’). We are committed to regulating in a way that encourages 

the companies to innovate. 

We considered using the level of their expenditure on research and development as 

a basis for assessing levels of innovation. But this information is not easily available 

and is unlikely to represent an effective measure of innovation. This is because 

innovation can also take place outside of companies. For example, it can take place 

in companies’ supply chains. 

Instead, we propose to evaluate periodically levels of efficiency in the sectors relative 

to other sectors internationally. We recognise that this may be challenging – 

historically, international comparability has been very difficult in these sectors. But 

we think that simply measuring the performance of companies in England and Wales 

in this area without some wider benchmark would not meet our ambitions for 

continuous improvement. 

We are proposing to introduce additional regulatory incentives on companies to 

improve their performance when we set price limits in the future. We expect our 

performance framework to evolve in this area, depending on the decisions we take. 
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Strategic goal 

Customers consistently say that receiving safe and reliable water and sewerage 

services are most important to them. This means ensuring that the companies: 

 maintain secure water supplies;  

 maintain safe sewerage services; and  

 manage their networks efficiently and effectively.   

The companies already publish information about their performance in maintaining 

their assets, including their networks (‘serviceability’). They also measure the 

security of water supplies (the ‘security of supply index’) and the number of incidents 

where customers experienced flooding from sewers inside their properties (‘internal 

sewer flooding incidents’). 

So, we propose to include these as indicators in our performance framework. But we 

also recognise the importance of network resilience and interconnection. Balancing 

supply and demand within individual company areas does not necessarily imply that 

networks will be resilient overall. We propose to supplement the indicators that the 

companies publish with an additional indicator based on the interconnections 

between their networks.  

Leakage is also an important part of maintaining the security of water supplies. While 

effective leakage management would be reflected in a security of supply indicator, 

high levels of leakage could undermine customers’ perception that they should use 

water efficiently. This is a high-profile issue that is important to customers. So, we 

consider it appropriate to include it in our framework as a specific indicator. 

Outcome 5 – customers receive a continued supply of 

safe, reliable water and sewerage services 

Proposed measures 

 Companies’ serviceability key performance indicators. 

 Companies’ security of supply index key performance 

indicator. 

 Companies’ internal sewer flooding key performance 

indicator. 

 Companies’ leakage key performance indicator. 

 A measure of the resilience or interconnections between 

companies’ networks. 

 A measure of the sectors’ financial sustainability. 
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Another essential aspect of maintaining safe and reliable services is making sure the 

companies are able to finance their functions. We are considering a range of options 

for measuring financial sustainability.   

We could use information the companies publish about their credit ratings where this 

is relevant. And we could supplement this with the information each company 

publishes on the level of their corporate debt (‘gearing’). But neither of these really 

provides a good measure of the sectors’ financial sustainability.  

We also considered measuring the financial return achieved by shareholders in 

companies during a price control period (‘return on regulatory equity’ or RoRE). This 

measure – which Ofgem uses – can be compared with the return originally allowed 

in the price control settlement and with the return achieved by other licensees on an 

equivalent basis. We could use it to show how well the companies are performing 

relative to our price controls and each other.   

We would welcome stakeholders’ views on what might represent an effective 

measure of the financial sustainability of the sectors. 

Consultation question 

Q6  What measure should we use to assess financial sustainability? 

 

Strategic goal 

This outcome relates closely to our duty to contribute to the achievement of 

sustainable development. We consider that this encompasses social, economic and 

environmental sustainability. As we have considered ‘social’ and ‘economic’ 

sustainability in the other outcomes we have proposed, this one focuses primarily on 

environmental sustainability.  

Outcome 6 – companies deliver water and sewerage 

services in a way that minimises the impact on the 

environment for current and future generations 

Proposed measures 

 A measure of the carbon emitted by us and the sectors. 

 A measure of water efficiency. 

 Periodic evaluation of companies’ long-term impact on the 

environment. 
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We have already proposed a number of indicators under other outcomes that are 

also relevant here – security of supply and leakage, for example. As well as these 

indicators, we propose to measure the collective carbon emissions of Ofwat and the 

sectors. This is important to assess the extent to which we are helping to mitigate 

climate change.  

Also, we think that some measure of water efficiency is critical to understanding the 

extent to which the sectors are managing demand and helping customers to use 

water wisely. 

We also considered an indicator for metering levels, as this can encourage 

customers to use water more efficiently. But, as there are many ways to encourage 

customers to do this, we considered it more representative for us to include an 

overall indicator of water efficiency ‒ rather than focus on one specific activity.  

Even with all of these indicators, we recognise that it will be difficult to carry out an 

overall assessment of the extent to which we are meeting this outcome. So, we 

propose to supplement these indicators with some periodic evaluation. 

We have deliberately excluded indicators of water or environmental quality. These 

are not our direct responsibility and are for other regulators to manage. But we would 

welcome stakeholders’ views on how we should measure our contribution in this 

area. 
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Strategic goal 

We have a legal duty to ensure that we follow the principles of best regulatory 

practice. These are that regulation should be proportionate, accountable, consistent, 

transparent and targeted.  

We considered several quantitative approaches to measuring our performance in 

delivering this outcome, including the Better Regulation Executive’s standard cost 

model for estimating regulatory burdens. But our view is that establishing a 

meaningful quantitative measure of the regulatory burden we impose is likely to be 

data intensive and onerous – both for us and our stakeholders.  

So, we propose to use a yearly survey to seek the views of companies and other 

stakeholders. The aim is to understand whether they think we meet the better 

regulation principles. We also propose that this survey would ask our stakeholders 

how well we communicate and engage with them as this is critical to the successful 

delivery of our strategy.  

As well as measuring our effectiveness as a regulator, it is also important that we 

measure our efficiency. So, given that customers ultimately pay our costs, we 

propose to measure our cost per customer. This is simple and understandable and – 

when combined with our better regulation principles survey – will provide a measure 

of both our effectiveness and efficiency.    

And we propose to measure our performance in responding to freedom of 

information requests and enquiries within our standards of service (as we do now). 

We are also developing specific performance measures for the complaints and 

disputes that customers have with their companies, and for which we are 

responsible.  

Outcome 7 – our regulatory framework consistently 

meets the principles of best regulatory practice 

Proposed measures 

 A stakeholder survey to measure the extent to which we 

deliver the better regulation principles. 

 A measure of our cost per customer. 

 Our response times for enquiries and information requests. 

 A measure of employee engagement. 

 Proposals for evaluation of disputes and complaints (to be 

consulted on separately). 
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Measuring our performance in terms of our employees’ satisfaction recognises the 

vital role they have in delivering our work. We considered a range of internal 

employee-related indicators to include in this section, such as absence and turnover. 

But we propose to measure employee engagement as this is a standard indicator 

that most Civil Service departments use. This includes measures of satisfaction and 

motivation. It is also comparable with other Government departments.  

3.3 Influence 

There are very few outcomes or performance indicators where we have complete 

control in delivering them. While there are some activities ‒ such as our own costs ‒ 

that are within our direct control, there are others where we have relatively limited 

influence but can use our regulatory tools to make a contribution. 

We have defined the level of influence we have over each performance indicator in 

our framework on a scale of 1–3 (1 where we have a high level of influence, and 3 

the least). We set these out for each indicator in appendix A1.   



Ofwat forward programme 2013-14 to 2015-16 – draft for consultation 
Appendix 1: A consultation on measuring and reporting our performance 

_________________________________________________________________________________ 
 

 
_________________________________________________________________________________ 

25 

4. Reporting on our performance 

The purpose of our performance framework is for us to monitor the delivery of our 

strategy and be accountable for our performance. So, it is important that we report 

our performance transparently and in a way that our stakeholders and the wider 

public can understand easily.  

We propose to publish a table in our annual report and accounts each year. This will 

show our performance clearly against each of the indicators in our performance 

framework. We will also provide commentary on the progress we have made in 

delivering each of our outcomes.  

We propose to pilot our performance framework in 2013-14, before implementing it 

in full in 2014-15. Because not all of our proposed indicators will be available in the 

first year, we think this will enable us to learn from the use of a reduced but similar 

system for one year. We will then reflect the responses to the consultation to create 

a final version to run from April 2014 onwards. 

4.1 Our approach to financial reporting 

In 2011-12, we introduced new time recording procedures for our staff to improve our 

reporting of on our financial performance. We propose that in our 2013-14 annual 

reports and accounts we will report our financial performance against the cost of 

delivering each of the goals in our strategy. Figure 2 below sets out one way we 

could present this information.  

We are also considering providing the costs associated with the delivery of each 

project we carry out. We would welcome stakeholders’ views on whether this would 

be helpful. 
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Figure 2  How we could present our expenditure by strategy goal  

 

Consultation questions 

Q7  Do you think our planned financial reporting meets our aims of being transparent and 

accountable? 
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Appendix A1 – Proposed key performance indicators  

This appendix lists the details of all of the indicators that we have proposed. We note 

where any of our proposed indicators, or aspects of indicators, still need to be 

developed.   

Outcome 1 – household and non-household customers’ 

satisfaction levels are equivalent to the best in water and other 

utilities 

Indicator: customer satisfaction 

Definition of 

measure 

To measure customer satisfaction with the water and sewerage 

companies  

Aim To improve customer satisfaction with the water and sewerage sectors 

and to monitor this to identify improvement opportunities 

Benefit More customer-focused services 

Influence 3 (low) 

Calculation Result of two questions on water and sewerage services asked in the 

annual CCWater tracking survey. Percentage of customers that say they 

were fairly or very satisfied 

Frequency Annual 

Target Stable or increasing trend 

 

Indicator: service incentive mechanism (SIM) 

Definition of 

measure 

The quality of service companies offer to their customers 

Aim To incentivise improved customer service and satisfaction 

Benefit More customer-focused services 

Influence 3 (low) 

Calculation Companies’ published SIM scores 

Target Stable or increasing trend across the sectors 
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Indicator: average bills/average change in bills 

Definition of 

measure 

To monitor the change in price limits allowed by us and how they are 

transferred to customers’ bills 

Aim To look at how customers’ bills are changing to show the impact we are 

having by challenging the companies  

Benefit A fairer deal for customers 

Influence 1 (high) 

Calculation Either average bills in pounds or average change in bills 

Frequency Annual 

Target n/a 

Outcome 2 – vulnerable customers and those on low incomes 

receive the levels of support and protection equivalent with the 

best in water and other utilities 

Indicator: customer debt 

Definition of 

measure 

The sectors’ revenue outstanding as a proportion of the revenue billed 

Aim To make sure that the sectors are managing the level of customer debt 

Benefit Support for vulnerable customers 

Influence 3 (low) 

Calculation The total amount of revenue all companies have outstanding (‘revenue 

outstanding’) older than three months divided by the revenue they billed 

their customers (‘revenue billed’) 

All companies provide the amount of revenue outstanding as part of 

their regulatory accounts. The amount of revenue that each company 

bills is not collected from the regulatory accounts but could be derived 

from them  

Frequency Annual 

Target Stable or decreasing levels of debt as a proportion of the revenue that 

companies bill 
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Outcome 3 – companies consistently deliver the outcomes 

customers need and want at a price that they are willing to pay 

Indicator: customer engagement 

Definition of 

measure 

Customer challenge groups’ (CCGs) reports on the quality of company 

engagement 

Aim To ensure that companies are engaging effectively with their customers 

to understand their needs 

Benefit Customers receiving the services they want and are willing to pay for 

Influence 2 (medium) 

Calculation To be developed 

Frequency Every five years or alongside price reviews 

Target n/a 

 

Indicator: achievement of company outcomes  

Definition of 

measure 

To be developed 

Aim To ensure the overall package of outcomes are being delivered 

Benefit Demonstrating progress and achievement 

Influence 2 (medium) 

Calculation To be developed 

Frequency Annual  

Target n/a 
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Indicator: enforcement action  

Definition of 

measure 

Number of instances that we have taken regulatory or enforcement 

action 

Aim To ensure the overall package of outcomes are being delivered 

Benefit Demonstrating progress and achievement 

Influence 1 (high) 

Calculation Number of instances that Ofwat has taken regulatory or enforcement 

action 

Frequency Annual  

Target n/a 

Outcome 4 – companies improve in all aspects of  their 

performance and levels of  efficiency are equivalent to the best 

comparable water and sewerage providers in the world 

Indicator: efficiency challenge 

Definition of 

measure 

Bill savings to customers as a result of efficiency challenge  

Aim To measure the extent to which our efficiency challenge is keeping 

down bills 

Benefit Customers receiving keener prices without drops in service 

Influence 2 (medium) 

Calculation Translation of Ofwat’s efficiency challenge into bill savings for 

customers (excluding savings from regulatory gaming) 

Frequency Every five years or alongside price reviews 

Target n/a 

Outcome 5 – customers receive a continued supply of  safe, 

reliable water and sewerage services 

Indicator: serviceability 
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Definition of 

measure 

To measure how companies are maintaining their assets 

Aim For companies to ensure they are maintaining their assets appropriately 

and consequently that Ofwat’s regulation is in support of that 

Benefit Safe, reliable and sustainable water, sewerage and drainage 

Influence 3 (low) 

Calculation Number of companies reporting stable or increasing serviceability  

Frequency Annual 

Target All companies reporting stable or increasing serviceability  

 

Indicator: security of supply  

Definition of 

measure 

Company performance against their security of supply index KPI 

Aim To ensure there is a secure water supply  

Benefit Safe, reliable, and sustainable water, sewerage and drainage services 

Influence 3 (low) 

Calculation Number of companies achieving green, amber or red on their KPI when 

published in July each year. Our ‘Key performance indicators ‒

guidance’ sets out the qualifying criteria for companies to report their 

performance as green, amber or red 

Frequency Annual 

Target All companies green 
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Indicator: sewer flooding  

Definition of 

measure 

Company performance against their internal sewer flooding KPI 

Aim To ensure there is safe and reliable sewerage services   

Benefit Safe, reliable, and sustainable wastewater and drainage services 

Influence 3 (low) 

Calculation Number of companies achieving green, amber or red on their KPI when 

published in July each year. Our ‘Key performance indicators ‒

guidance’ sets out the qualifying criteria for companies to report their 

performance as green, amber or red 

Frequency Annual 

Target All companies green 

 

Indicator: leakage 

Definition of 

measure 

Companies’ performance against their leakage targets 

Aim To ensure companies are controlling leakage in line with their targets  

Benefit More efficient use of water  

Influence 3 (low) 

Calculation Number of companies reporting that they have met their leakage target 

Frequency Annual 

Target All companies meeting their leakage targets 

 

Indicator: resilience 

Definition of 

measure 

Levels of interconnection between company networks 

Aim To ensure a more resilient water supply network  

Benefit Reliable and sustainable water services 

Influence 2 (medium) 

Calculation Number and volume of interconnections 
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Frequency Annual 

Target Increasing trend 

Outcome 6 – companies deliver water and sewerage services in a 

way that minimises the impact on the environment for current and 

future generations 

Indicator: water efficiency 

Definition of 

measure 

To be developed 

Aim To monitor whether our regulation is encouraging the companies to 

encourage their customers to use water wisely  

Benefit More efficient use of water  

Influence 3 (low) 

Calculation To be developed 

Frequency To be developed 

Target n/a 

 

Indicator: Ofwat and the sectors’ carbon emissions 

Definition of 

measure 

Carbon emitted in tonnes each year by Ofwat and the companies 

Aim To monitor Ofwat and the sectors’ impact on the environment 

Benefit Sustainable services 

Influence 3 (low) 

Calculation Ofwat’s carbon footprint calculations as carried out for reporting to 

Government plus available information from companies 

Frequency Annual 

Target Stable or decreasing trend 
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Outcome 7 – Ofwat’s regulatory framework consistently meets the 

principle of  best regulatory practice 

Indicator: our cost per customer  

Definition of 

measure 

The amount we cost each customer in England and Wales each year 

Aim To monitor the cost of Ofwat and ensure value for money 

Benefit Proportionate and targeted regulation 

Influence 1 (high) 

Calculation The total licence fee divided by the total number of customers 

Frequency Annual 

Target n/a 

 

Indicator: response timescales for enquiries and information requests 

Definition of 

measure 

The time it takes to respond to general customer enquiries and 

information requests 

Aim To ensure those contacting us have a timely response 

Benefit More customer-focused services 

Influence 1 (high) 

Calculation Percentage of enquiries and MP letters answered within 10 working 

days and percentage of freedom of information requests responded to 

within 20 working days 

Frequency Quarterly 

Target 95% or above 
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Indicator: employee engagement 

Definition of 

measure 

The engagement score from our survey of our Ofwat employees 

Aim To measure the engagement of Ofwat employees through their 

responses to the yearly staff survey 

Benefit Internal 

Influence 1 (high) 

Calculation The engagement index is a weighted average score of the following five 

questions. 

1. I am proud when I tell others I work at Ofwat 

2. I would recommend Ofwat as a great place to work 

3. I feel a strong personal attachment to Ofwat 

4. Ofwat inspires me to do the best in my job 

5. Ofwat motivates me to help it achieve its objectives 

Each of the five response options is given a weighting where: 

 ‘strongly agree’ equals 100% 

 ‘agree’ equals 75% 

 ‘neither agree/ disagree’ equals 50% 

 ‘disagree’ equals 25% 

 ‘strongly disagree’ receives 0% 

The responses of our staff to each of the five questions is then 

combined to give our employee engagement score 

Frequency Annual 

Target Stable or increasing trend 
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