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By email  
 
Minister for Climate Change,  
Welsh Government 
 
27 February 2023 

Dear Minister, 

Hafren Dyfrdwy – draft water resources management plan 2024 consultation 
response 

Long term water resources planning is a key business planning activity and essential for the 
efficient delivery of resilient water services for customers and protecting and enhancing the 
water environment. Ofwat has a key role to play in enabling this by funding through the 2024 
price review (PR24). Therefore, it is vitally important that we consider whether water 
companies are identifying the best value approaches and delivering these, to ensure the best 
outcomes in terms of targeted investment to address challenges. The water resource 
management planning process is essential to helping Ofwat and water companies get this 
right. As a statutory consultee, we welcome the opportunity to comment on Hafren Dyfrdwy's 
draft water resource management plan (WRMP), which it published in November 2022. This 
letter should be read alongside our letter setting out the wider context of our review and the 
general approach to the assessment of companies’ draft WRMPs. 
 
Hafren Dyfrdwy provide clean drinking water to 100,000 homes and businesses, abstracting 
water from sources in north and mid Wales. Two thirds of Hafren Dyfrdwy's water comes from 
the River Dee and the remaining third from boreholes, streams and reservoirs in Wales. Its 
water resources are planned on the basis of four water resources zones (WRZ), which it 
forecasts to remain in surplus across it's planning horizon. However, Hafren Dyfrdwy has also 
set out key challenges in its water resource forecasts that require action to reduce demand. 

Overall, there are several areas of Hafren Dyfrdwy's plan that are in line with our expectations 
for this stage of a draft WRMP. In particular, Hafren Dyfrdwy's draft plan delivers on our 
expectations to: 

• set out WRZ level supply demand balances, including the resilience and levels of 
service each meets; 

• undertake a best value assessment that follows best practice and links across to 
strategies in regional plans. 
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However, there are some material areas we have identified from our assessment where the 
plan does not yet provide sufficient and convincing evidence that it delivers the best value, 
low regret plan in the interest of customers and the environment. The annex to this letter 
provides detail on the specific areas of the company plan that we consider need further work 
and evidence. In particular, in its final WRMP Hafren Dyfrdwy should: 

• more clearly quantify the impact of individual drivers of water needs at a company 
level to make sure investment levels are explained and justified;  

• increase its pace of delivery on the demand options it committed to in the last round 
of planning and meet price review 2019 (PR19) commitments ahead of WRMP24; 

• review its ambition towards meeting demand reduction targets, including per capita 
consumption targets, and strategies to improve water efficiency amongst non-
household users; 

• ensure that costs are sufficiently evidenced and provide convincing evidence that the 
preferred options being selected, across all areas of its plan, are best value. Ensure 
cost estimates are reliable, efficient, and appropriately allocated; 

• provide robust and clear supporting evidence for its data tables. We are concerned 
about the level of detail and accuracy applied to the WRMP data tables. The tables had 
missing, incomplete, and resubmitted data. This has limited our ability to assess the 
plan, and raised concerns about Hafren Dyfrdwy 's ability to finalise the plan with 
accurate information. 

We thank Hafren Dyfrdwy for its hard work and effort in producing a detailed draft WRMP and 
responding to queries throughout the consultation process. Hafren Dyfrdwy should now focus 
on delivering the expected outcomes of the current plan (WRMP19 funded via PR19) and 
consider all the responses to this draft consultation in its final plan. We look forward to 
continuing to work together as final WRMPs are prepared, to protect water resources now and 
in the future.  

Yours sincerely 

Aileen Armstrong 

Senior Director, Company performance and price reviews 
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Annex 

In this annex we outline further details on the points raised in our main letter, alongside more 
detailed comments on different areas of the draft plan. Our points reflect our assessment 
approach and focus on: 

• demand management ambition and outcomes: alignment with government 
targets and statutory requirements for water demand; 

• assessment of water needs: including key drivers for WRMP24 and the supply 
demand balance forecast and the need for enhancement investment; 

• options to meet water needs: the approach taken to identifying and screening 
options for both supply and demand, review of demand management and supply side 
proposals including sensitivity testing for key areas, sufficiency of options and option 
utilisation under normal and peak scenarios, including scalability and modularity; 

• decision making and prioritisation: best value decision making for customers and 
the environment, how the company has approached strategic planning frameworks 
and alignment with Ofwat’s long-term delivery strategies and common reference 
scenarios;1 

• long term best value programme: cost efficiency, bill impact and affordability of 
the plan; 

• customer and stakeholder engagement: the type and quality of interaction with 
customers and stakeholders and the impact this has had on the draft plan formulation 
and proposals; 

• Board assurance: company assurance and governance processes, including Board 
engagement and sign-off. 

Demand management ambition and outcomes 

One of the Welsh Government's strategic priorities for Ofwat2 is resilience. Ofwat must 
challenge companies to anticipate, cope with, and recover from, disruption and maintain 
services for people and protect the natural environment, now and in the future. Reducing 
demand for water can relieve pressures on water supply and increase our resilience to 
extreme drought. Water companies must act to reduce demand for water in a way that 
represents value for money in the long-term. In line with the Welsh Government's Guiding 
Principles for developing WRMPs3 and Ofwat's final PR24 methodology4, we expect all 

 

1 Ofwat, 'PR24 and beyond: Final guidance on long-term delivery strategies', April 2022. 
2 Welsh Government, Strategic Priorities and Objectives Statement for Ofwat (SPS), July 2022 
3 Welsh Government, Guiding principles for developing water resource management plans, December 
2021 
4 Ofwat, PR24 final methodology – Appendix 9: Setting expenditure allowances, December 2022 

https://www.ofwat.gov.uk/wp-content/uploads/2022/04/PR24-and-beyond-Final-guidance-on-long-term-delivery-strategies_Pr24.pdf
https://www.gov.wales/written-statement-strategic-priorities-and-objectives-statement-ofwat-sps
https://www.gov.wales/sites/default/files/publications/2021-12/water-resources-management-plan-guidance-2022.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2022/12/PR24_final_methodology_Appendix_9_Setting_Expenditure_Allowances.pdf


Hafren Dyfrdwy – draft water resources management plan 2024 consultation response 
27 February 2023 

Aileen Armstrong, Senior Director, Company performance and price reviews 
Page 4 of 12 

companies to use their WRMPs to show how they will meet long term water demand targets 
including: 

• halving leakage across the industry by 2050, in comparison to 2017-18 levels; 
• reducing per capita consumption (PCC) to 110 litres per head per day (l/h/d) by 2050. 

The Welsh Government's Guiding principles for developing WRMPs also sets an ambition to 
reduce demand as a whole. Welsh companies must set out strategies for reducing demand in 
the domestic and business sectors and to promote efficient water use. This includes 
considering a wide range of measures to help reduce demand for water including physical 
interventions. 

We welcome that Hafren Dyfrdwy plans to deliver a 50% leakage reduction by 2038, which is 
12 years sooner than the national target. The company is proposing to reduce PCC to 118 l/h/d 
by 2050. The company does not explain why 110 l/h/d is not presented or not achievable nor 
does it present a scenario that shows the costs and benefits of achieving this target. The 
company should present this scenario in its final WRMP and provide sufficient and convincing 
evidence to justify its selected target. 

Demand reduction strategy 

We welcome the fact that the company has tested different target profiles such as achieving 
50% leakage reduction via fast, linear and slow delivery. However, the final WRMP should 
provide sufficient and convincing evidence explaining why the company selected its 
preferred strategy. This should clearly present the costs and savings per price control period 
for each scenario. This explanation and comparison should be clearly set out in the final 
WRMP.  

We are concerned that the company has only looked at a narrow set of demand management 
options. The options that have been assessed are all included in the preferred plan. This 
suggests that these preferred options were not assessed against any alternative options. The 
company should provide sufficient and convincing evidence that the preferred plan is optimal 
and long term best value based on an assessment of a wide range of options in its final 
WRMP.  

Delivery of PR19 performance commitments and WRMP19 targets 

We welcome that the company is forecasting to deliver its PR19 leakage performance 
commitment level by 2024-25. However, we are concerned that based on the draft WRMP 
data tables the company does not forecast to deliver its PR19 performance commitment 
levels for PCC by 2024-25. The company has stated that its PCC performance target is 
currently subject to review and that it does not consider appropriate to submit a revised 
trend at this point but will do so as part of its PR24 business plan. 
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We expect the company to deliver its PR19 and WRMP19 targets. Companies should not 
expect additional customer funding to address under delivery in the current or previous 
periods. We expect the company to review its proposals in these areas for its final WRMP.  

Business demand 

Although we welcome Hafren Dyfrdwy's proposal to reduce business demand levels by 3% by 
2029-30 compared to 2019-20 baseline levels5, the company does not discuss its strategy to 
reduce non-household water consumption in its draft plan. We have previously highlighted 
the opportunity for companies to deliver non-household demand reductions and our 
expectations for WRMPs that deliver significantly improved levels of water efficiency in the 
business sector. We expect the company to clearly justify an ambitious strategy for non-
household demand reduction in its final WRMP.  

Per capita consumption (PCC) 

The data provided by the company to date indicates that the company is proposing a 
marginal three-year average PCC reduction over the 2025-30 period that still results in a PCC 
level 7.3% higher than the 2019-20 baseline by 2029-30. As the company further develops its 
forecast PCC performance trend from draft WRMP to final WRMP it should include the reasons 
for changes and explain the impact of any revisions on the optimisation and best value option 
selection in its preferred plan.  We expect the company to provide sufficient and convincing 
evidence in its final WRMP to justify why its selected targets for demand, in particular 
increases from the 2019-20 baseline, represents the best value approach to meeting a 
supply-demand balance or delivering long-term strategic outcomes.  

Leakage 

We welcome that the company is proposing to achieve a more ambitious leakage reduction 
target of 65% by 2050. However, the company should test this target against less ambitious 
targets to show that its strategy is best value. Further explanation of decision making and 
justification for the selected leakage target is required in its final WRMP.6 

Hafren Dyfrdwy did not include leakage options in its draft WRMP tables. The company stated 
that this was due to an error. The company clarified that the only costs in the model to vary 
across the planning horizon are those for active leakage control and that pressure 
management and trunk main renewal options were not considered. The company stated that 

 

5 Combining measured and unmeasured non-household consumption figures, business demand is 
expressed as a three year average. The average of the reporting year and the two previous years. 
6 Ofwat, PR24 final methodology – Appendix 9: Setting expenditure allowances, December 2022 

https://www.ofwat.gov.uk/wp-content/uploads/2022/12/PR24_final_methodology_Appendix_9_Setting_Expenditure_Allowances.pdf


Hafren Dyfrdwy – draft water resources management plan 2024 consultation response 
27 February 2023 

Aileen Armstrong, Senior Director, Company performance and price reviews 
Page 6 of 12 

it is in the process of reviewing and refreshing data for the final WRMP and that this may 
include pressure management options. To provide sufficient and convincing evidence that its 
leakage strategy is best value, the company should test a wide range of leakage options and 
present disaggregated costs and benefits for each of these options.  

Hafren Dyfrdwy recognises the importance of finding better ways to reduce leakage on supply 
pipes. It states that it will set out options to deal with this issue (such as the use of smart 
meters and transfer of ownership) as part of its PR24 adaptive planning process. We are 
encouraging companies to evaluate the benefits of a common industry approach to 
addressing leakage on customers' own pipes. We expect companies to provide a view on the 
benefits of a common industry approach in their statements of response and final WRMPs. We 
will support companies in the development of a common approach but expect the industry to 
lead on the development. The Water UK leakage route map to 2050 committed to an informed 
debate on customer supply pipe strategy by December 2022.7 

Metering 

Meter penetration is forecast to increase from 67% in 2025 to 76% by 2035 and to 81% by 
2045. During this period the company is planning to upgrade basic meters to automated 
meter read (AMR) meters. AMR meter penetration is planned to increase by 5% from 2025 to 
2035 and a further 5% up to 2045, reaching a 32% penetration by this year.   

The company does not propose to adopt universal smart metering. The plan explains that the 
company does not operate in a water stressed area and therefore cannot implement 
compulsory metering. It also states that its customer research shows limited customer 
support for universal metering. The company proposes to continue to offer customers a free 
meter option and to upgrade meters over time to automated meter read (AMR) meters. 
However, we are concerned that the company has not tested the adoption of advanced 
metering infrastructure (AMI) meters. This does not give us confidence that the selected 
option is best value. The company has stated that it will consider the cost and benefits of a 
smart meter programme for final plan. The company should test different metering options 
and clearly describe and justify the choice of meter technology. It should also set out how 
common scenarios were used to test robustness and inform the company's metering strategy 
in its final plan. 

Assessment of water needs 

 

7 Water UK, 'A Leakage Routemap To 2050', March 2022. 
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A robust assessment of current and future water needs is critical as it drives the gap between 
supply and demand and therefore drives the scale of investment required for the 2025-30 
period and beyond.  

We provided detailed feedback on Hafren Dyfrdwy's assessment of water needs in our pre-
consultation feedback in 2022. Some of our feedback has not been appropriately or fully 
addressed in the draft WRMP, and has been raised again in amongst points in this section. 
Hafren Dyfrdwy should provide sufficient and convincing evidence that the feedback has 
been addressed in the final WRMP. 

We welcome that the company's supply demand balance starting point for the draft WRMP24 
is similar to its forecast for the same point in the final WRMP19. This means that the overall 
outcome of the WRMP19 as funded at PR19 has been delivered in the round. However, some 
components of the supply-demand balance have changed, including those that reflect 
underperformance. Where a step change in supply-demand balance between WRMP19 and 
WRMP24 is not sufficiently justified by scenario drivers, and may instead be as a result of 
non-delivery or underperformance, this will be taken into account at PR24 in the assessment 
of enhancement funding.8 

Hafren Dyfrdwy has used methods and data appropriate to the scale and complexity of the 
problem that it needs to address and has recognised the different problems across its area. 
The company's problem characterisation that influences this method selection is presented. 
Hafren Dyfrdwy has also provided information on its demand forecast and deployable output 
assessment methodologies, in line with the Water Resources Planning Guidance (WRPG). 
Hafren Dyfrdwy has used a 65 year planning horizon in its data tables. This is consistent with 
Water Resources West and exceeds the minimum requirements set out in the water 
resources planning guideline9. 

Hafren Dyfrdwy remain in surplus through the planning period as it did at WRMP19. The draft 
plan includes confirmation that, following improved modelling and information after our 
January 2022 pre-consultation with the company, Wrexham WRZ is now forecast to remain in 
surplus. The final plan should set out the supply demand balance and quantify the impact 
that individual drivers of water needs have on this at the company level. Without this, a final 
WRMP would not clearly justify the investment proposed in the company business plan. 
Setting out the supply demand balance and drivers at a company level in the final plan will 
also help justify the starting positions for WRMP24.  

 

8 Ofwat, 'Creating tomorrow, together: Our final methodology for PR24, Appendix 9 – Setting 
expenditure allowances', December 2022, pp. 86-87. 
9 EA, NRW, Ofwat, Water resources planning guideline, July 2022 

https://www.ofwat.gov.uk/wp-content/uploads/2022/12/PR24_final_methodology_Appendix_9_Setting_Expenditure_Allowances.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2022/12/PR24_final_methodology_Appendix_9_Setting_Expenditure_Allowances.pdf
https://www.gov.uk/government/publications/water-resources-planning-guideline/water-resources-planning-guideline


Hafren Dyfrdwy – draft water resources management plan 2024 consultation response 
27 February 2023 

Aileen Armstrong, Senior Director, Company performance and price reviews 
Page 8 of 12 

Hafren Dyfrdwy has tested and confirmed that its WRZs deployable outputs are not impacted 
in a 1 in 500 year resilience scenario, and therefore set out the ambition to maintain a 1 in 
500 year resilience target for its customers supply. The company also states it will maintain 
its current levels of service for temporary use bans (TUBs) and non-essential use bans 
(NEUBs) and justifies this based on customer views.  

The company confirmed that no abstraction reductions are proposed by Natural Resources 
Wales (NRW) for its supply area, and therefore this has not been a driver impacting the supply 
demand balance. Hafren Dyfrdwy's environmental destination approach will therefore focus 
on catchment level investigations with no impact on deployable output. 

Hafren Dyfrdwy has stated it will review covid-19 data and consumption trends between its 
draft and final WRMPs. In particular, Hafren Dyfrdwy should test sensitivity of covid-19 
impacts on the starting position of its supply demand balance in its final WRMP. 

Options to meet water needs 

The company's preferred plan has identified a range of demand management options to 
maintain a surplus across the planning horizon. 

Hafren Dyfrdwy's supply demand balance, based on WRMP tables, is in surplus by 13.5 Ml/d in 
2050. Its feasible options list proposes a total of 39 options spread over 23 types of supply 
options and 16 types of demand options. The total gained water available for use (WAFU) 
would be 58.1 Ml/d, which is not required to address a deficit.  

In the preferred plan Hafren Dyfrdwy has proposed a total of 16 demand options. Together, 
the demand options are able to contribute 11.5 Ml/d WAFU. These also address national 
leakage reduction targets and the proposed reductions in PCC. These options include water 
efficiency measures and leakage reduction through mains replacement and active leakage 
management. 

We have noted some options information in the WRMP tables has been blank, incorrect or 
resubmitted. For the final plan WRMP, and to carry through to PR24, we expect all options to 
be worked up to the same level of detail to allow the decision-making tool to select a suitable 
best value option portfolio in the preferred plan. This is particularly important to carry 
through to business plans, to justify level of investment is appropriate to the challenge and 
for customers. 

Hafren Dyfrdwy set out the methods it has used on options screening, including high level 
and detailed screening criteria. Reasons for screening out some options at the high level 
screening stage are set out. The company explains that the options screening process was 
paused at this point as updated modelling showed a surplus across all the WRZs. 
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Decision making and prioritisation 

Hafren Dyfrdwy has demonstrated how its WRMP is informed by the relevant regional plan. 
The objectives, decision making criteria and recommendations made in its draft WRMP are 
consistent with those in the wider regional plan. The decision making approach as presented 
is robust in relation to the guidelines. The explanation around decision making is clearly set 
out and standalone at the company level. 

Hafren Dyfrdwy's decision-making approach follows the principles set out in the Water 
Resources Management Planning Guidelines (2021), and has applied complex decision 
support methods that consider the costs and benefits of options. In its best value analysis, 
the company has also considered natural capital and other environmental factors including 
quantifying the impact of greenhouse gas emissions. 

The identification and consideration of best value metrics has a line of sight to the draft 
WRMP objectives. However, it would be beneficial to maintain a line of sight to sub-metrics 
and to the relevant outcomes to structure and justify the preferred plan.  

Hafren Dyfrdwy has not referred to Ofwat's public value principles, although the plan adheres 
to most of the principles. We would like the company to reference Ofwat's public value 
principles within its best value planning process in its final plan and provide narrative on how 
the principles have been used to inform preferred plan decision making. In combination 
assessments have been included for environment but not for deployable output at the 
programme level as part of the best value plan assessment. These should be completed in the 
final plan.  

An explanation of the approach to uncertainty has been provided. The adaptive plan 
addresses known issues and future uncertainties tested against a range of scenarios. The 
plan provides an explanation of methods used to combine individual scenarios. Hafren 
Dyfrdwy has tested its supply demand baseline against climate change, drought resilience, 
growth and environmental destination scenarios and under all these scenarios it states that 
its supply demand balance is in surplus, i.e. it is resilient to a 1 in 500 drought resilience 
standard now. 

Hafren Dyfrdwy states that it has tested the supply demand balance against all Ofwat 
common reference scenarios and its supply demand balance remains in surplus. There are no 
supply options proposed due to this expected surplus and the plan only uses limited demand 
management options. It states therefore that no adaptive plan is necessary. As a result, there 
is no difference presented between the core and most likely pathways. We expect the 
company to present a core pathway in line with the WRPG definition, which includes low-
regret investment to meet future uncertainties and additional option value to allow further 
flexibility in the future. 
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Even if it concludes that alternative pathways are not required, Hafren Dyfrdwy needs to 
demonstrate in its final plan that scenario testing, including the common reference 
scenarios, has been used to identify low-regret investment that is required in all or most 
plausible futures.  

The company should clearly set out the impact of the Ofwat common reference scenarios 
compared to the 'most likely' scenarios on which the preferred plan is based. This should 
include quantifying the impact on demand of the low and high scenarios for climate change 
and demand across the planning period. The company should also quantify the estimated 
impact on the expenditure requirement of: 

1) planning based on the high scenarios for climate change and demand, and the slower 
scenario for technology; and 

2) planning based on the low scenarios for climate change and demand, and the faster 
scenario for technology. 

This will allow for improved understanding of the drivers of investment, the sensitivity of the 
plan to future scenarios and confidence in the investments being proposed. The company 
should use the results of this testing to identify and justify, with sufficient and convincing 
evidence, low regret investments, rather than just those that meet both high and low 
planning needs in a non-adaptive way. 

The final WRMP should refer more explicitly to how this plan is a continuation of WRMP19 and 
explain more clearly what data was used in the interpretation of common reference 
scenarios. 

Long term best value programme 

While we recognise that plans will develop over time and that costs and benefits may be 
refined, we are concerned that the company is not demonstrating sufficient evidence that it 
has a confident and accurate understanding of the efficient costs and benefits associated 
with the delivery of its plan. If the costs and benefits of options are to change significantly 
this will impact the decision-making process and therefore the justification for the optimised 
preferred programme consulted upon in the draft WRMP. For its final WRMP we expect the 
company to clearly explain any changes to costs and benefits presented for the preferred 
plan from those presented in its draft WRMP. The company should provide sufficient and 
convincing evidence explaining the reasons for changes and how these have impacted the 
decision-making and optimisation process that produced its final WRMP preferred 
programme.  
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The company has identified £2.1 million of enhancement expenditure relating to the delivery 
of its draft WRMP in the 2025-30 period. Over the 2025-50 period the company has identified 
a requirement for over £10.8 million of enhancement expenditure. 

For this investment Hafren Dyfrdwy plans to deliver 1.4 Ml/d of supply demand benefit in 
2025-30. The company's proposed investment is split between demand-side improvements, 
leakage improvements and metering improvements. No breakdown of cost data for feasible 
options is presented and this is expected for the final plan. 

The company should ensure that its costs are sufficiently evidenced in its final WRMP and 
provide convincing evidence that the preferred options being selected, across all areas of its 
plan, are best value in its final WRMP24 and ensure costs are reliable, efficient, and 
appropriately allocated. 

Stakeholder engagement 

Extensive stakeholder and customer engagement has been undertaken. Customer 
engagement focused on topics including levels of service, leakage, smart metering and 
transfers. Hafren Dyfrdwy stated that customer preferences were used in the best value 
decision making to select a least cost, no regrets plan, however it is not clear how customer 
views influenced the best value decision making. The final plan should explain clearly how 
customer preferences informed best value decision making. Future customer engagement 
should seek to understand customer preferences on the scale and timing of investments, and 
the final plan should show how customer views on investment have been considered, and 
include more detail around bill impact. 

There has been limited engagement with retailers and non-household customers ahead of 
developing the dWRMP. Hafren Dyfrdwy should provide evidence in its final plan to 
demonstrate how the views of retailers and non-household customers have been considered. 

Engagement with neighbouring water companies has been carried out through the River 
Severn Working and Modelling Group, and Hafren Dyfrdwy has engaged with Natural 
Resources Wales to ensure its plan meets the environmental destination requirements for 
Wales. Hafren Dyfrdwy has engaged with the WRW regional group to align planning and 
methods, and to share data. Effective engagement with regulators has been undertaken and 
has been used to refine the dWRMP.  

No details of opportunities to enable co-funding or co-delivery have been identified. Further 
investigation of partnership opportunities for co-funding and co-delivery with stakeholders, 
including consideration of commercial models, should be undertaken and set out in the final 
WRMP. 



Hafren Dyfrdwy – draft water resources management plan 2024 consultation response 
27 February 2023 

Aileen Armstrong, Senior Director, Company performance and price reviews 
Page 12 of 12 

Assurance 

A signed statement of assurance from the Board has been provided, as well as a supporting 
statement, confirming the engagement and support of the Board with the plan. Information 
is given on the governance structure in relation to the assurance process followed. 




