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Welcome to the
Affinity Water

About us

We are a 'Water Only' company. That means we supply clean water to our
customers, but we do not manage or process waste water or sewage.

In fact, we are the largest Water Only company. We own and manage the
water assets and network in an area of approximately 4,5600km? across
three supply regions in the South East of England. We have been supplying
water to the local community for more than 170 years.

Daily amount of Customers served Household properties
drinking water (FY22: 3.86m) connected

supplied (FY22:1.48m])

(FY22: 936M1/d])

Revenue Length of
(FY22: £319.7m) mains network
(FY22:16,800km]

Number of employees
[excluding directors]
(FY22:1,407)

Number of water
treatment works
(FY22: 91)

Operating profit
(FY22: £34.6m)

Our Regulatory Capital
Value [RCV)
(FY22: £1.48bn)

Planned AMP7
investment

Cash flow
(FY22: -£16.1m)

Net loss (after tax)
(FY22: £96.9m)

Affinity
Taking care of your water

Important information

Terms used in this report: The ‘company’ or ‘Affinity Water' means Affinity Water
Limited; the 'regulated business’ or 'regulated activities' means the licensed water
activities undertaken by Affinity Water Limited in the South East of England.

Cautionary statement: The Annual Report and Financial Statements contain certain
statements that are forward-looking. Although the company believes that the
expectations reflected in these forward-looking statements are reasonable, it can
give no assurance that these expectations will prove to be correct. Because these
statements involve risks and uncertainties, actual results may differ materially
from those expressed or implied by these forward-looking statements. The company
undertakes no obligation to update any forward-looking statements whether as a
result of new information, future events or otherwise.

We're taking care of your water

Business Overview

now and

Our purpose

We supply high-quality

drinking water and take care

of our environment, for our

communities now and in the

future.

Our vision

Our vision is to be the UK's

leading community-focused

water company.

Strategic Report

Governance Financials

Stewards
of the local
environment

Our

purpose

Our principles are fundamental values that underpin everything we do

Each person at
Affinity Water

is guided by our
principles — doing
the right things
for customers and
delivering against
our commitments
and promises.

U

See how our
principles
align with our
purpose, values
and strategy on
page 14

Be proactive

We want

to exceed
expectations.
We continue

to build
relationships,
learn from
others and
innovate to find
solutions.

Visit our corporate website on
www.affinitywater.co.uk/corporate

Make it easy

We want to
keep it simple
for customers,
and be agile to
their needs.

Affinity Water

Show we
understand

We aim to
communicate
with
authenticity,
clarity and
passion.

Show we care Do what we say

We want to we will
engage the We aim to
hearts and deliver on our
minds of commitments

customers, and
take care of the
environment

— for our
communities
now and in the
future.

and promises to
customers.
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Where we

We focus on providing a high-quality supply
of water and helping protect our environment
for our communities — now and in the future.

The communities we serve:

Royston

Hitchin

& Stevenage
Dunstable @ Luton

Lee

Pottersheath
Harpenden

Welwyn Hertford
Garden City

@ Hatfield
@ Essendon
@ Roestock

Potters Bar

Amersham d
Watford Bushey
Rickmansworth Clay Lane
4 Edgware ‘
[

Harrow

Uxbridge Northolt

Iver

. Feltham
Staines

Egham

Chertsey

Weybridge
Addlestone

Woking

02 Affinity Water Limited

Harwich

Manningtree
Stort
@ Horsley Cross

Wivenhoe Brett

Frinton

Clacton ¢

Dour

Business Overview

Total area owned and managed
water assets and network

@}gg@@kmz

We are the largest company in the

UK providing water-supply services
only, owning and managing the water
assets and network in an area of
approximately 4,500km? across three
regions in South East England.

We divide our supply regions into
eight different communities, each
named after a local river. This allows
us to tailor our services to customers
on a local level.

r\/_

Strategic Report Governance Financials

‘hy our supply area is unique

We focus on providing a
long-term sustainable supply
of high-quality water, while
protecting the environment.

Our supply area contains
10% of all the world's rare
chalk streams

We source around 60% of our
water from groundwater

We currently fulfil the highest
demand per person for water
in the country. This is 157 litres
a day, on average, compared
to the national average of

145 litres

Population growth, demand
for water, climate change, and
the need to leave more water
in the environment, means we
work increasingly closely with
our customers to help them use
water more efficiently

Annual Report and Financial Statements for the year ended 31 March 2023



Who We Are

Whether they're customers, employees or
stakeholders, our three brand genes highlight
the three things we want everyone to know
about Affinity Water

Stewards
of the local
environment

Our
purpose

04 Affinity Water Limited

Business Overview

Stewards of the
local environment

Strategic Report Governance Financials

Our region is like nowhere else in the world. It's home to some of the world's most endangered chalk streams.
They're rarer than the Bengal Tiger and we could soon lose them completely, simply because we rely on their
chalk groundwater for the water we all use. Together, we are wasting too much. To save our streams from the
brink, we need to change behaviour. Therefore, we have said we will end unsustainable abstraction from chalk
groundwater and work to restore rivers. We're reducing leakage and working with customers to cut water waste —
because our rivers and streams belong to all of us and it's our job to help look after them.

Our aspiration

e To provide a long-term sustainable supply of water by reducing leakage, reducing demand and finding

new sources of water

e To take care of the environment by ending unsustainable abstraction from chalk groundwater sources,
and working with our communities to restore rivers and improve biodiversity in our supply area

e To achieve net zero carbon from operations by 2030. Read more on page 86

Since 2015, Affinity Water, the Environment Agency and However, there's much more to be done to safeguard
a range of other partners have been working together chalk streams from the effects of climate change,
to protect and revitalise 14 chalk streams across our drought and the demand for water, and to rectify

supply area.

Our extensive programme to restore these rare
chalk streams is improving wildlife, recreational
value and environmental resilience. The programme

centuries of river alterations. We are on track to
meet all of our environmental improvement works,
completing 23 project units to date this AMP. Read
more about our work on the River Beane on page 39.

has reduced groundwater abstraction by 63 million

litres of water a day since 1993, and worked to restore
over 120km of chalk streams. Our aim is to further
reduce groundwater abstraction by 36 million litres

of water a day by 2025.

Our alignment with the UN Sustainable
Development Goals

13 i 14" 118 o
==

Sl6

million litres of

water a day.

million litres of
water a day.

Reduced groundwater
abstraction since 1993.

Annual Report and Financial Statements for the year ended 31 March 2023

A further reduction of
groundwater abstraction
by 2025.
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Who We Are

Helping customers use
water better

Water is everywhere in our lives, so it's easy to take for granted. But if we don't all pay attention to our water use,
it means bills go up and streams dry out. To look after our streams for the future, we must protect them today.

We have over a century's worth of expertise and a commitment to innovation, and we're using that to modernise
our local infrastructure and give customers the tools and information they need, so every single one of us can use

water better.

Our aspiration

e We aim to reduce people's daily water use by 12.5% by 2025 through metering, and by inspiring our customers
to use less through our award-winning Save Our Streams campaign

e We'll continue to work with government, reqgulators and across sectors to campaign for the changes

we need to make saving water simpler

In 2022, we launched the next phase of our award-
winning Save Our Streams ('SOS'] initiative, which aims
to help customers use water wisely, save money, and
support the local environment.

Our new My Water Footprint tool helps customers
understand their water usage easily, provides tips to
reduce the amount they use as well as providing free
water-saving devices for their homes. The new creative
campaign, featuring Duck, succeeded in reaching
customers, with an 88% awareness level. We also
teamed up with high-profile campaigner Ben Fogle and
local school children for a lesson on the River Chess.
More than 240,000 people have now joined our Save

Our Streams water saving campaign, and hundreds of
thousands more households who have seen the campaign
have started their water saving journey. Our calculations
show that our customers water saving efforts reached
more than 23 million litres a day last year.

The programme will continue this year and focus on
water usage behaviours that are easiest for customers
to change in day-to-day life. We'll also be running a

campaign to empower customers
to identify and fix home

leaks, and a new educational
programme across schools, to
help children and their families
understand their water use, and
encourage them and schools to
save water, save money, and help
Save Our Streams.

v

Read more about how we
are leaving more water in the
environment on page 64

Our alignment with the UN
Sustainable Development Goals

7 CE R
0| P|ro
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Joined our Save Our
Streams water-saving
campaign

BE%

awareness among
customers in reaching
customers with our
new creative campaign

Affinity Water Limited

Business Overview

Giving customers an
exceptional experience

Strategic Report

Governance Financials

We're a local company, which means we don't just serve our customers, we live alongside them.

They're our friends, families and neighbours, which means good enough is never enough. We do our job, and do it
well. But we're always asking how we can do more to give our customers an exceptional experience, and be a part

of local life.

Our aspiration

e We'll continue to produce high-quality affordable water

e We'll improve our customer experience by investing in digitisation and customer service

e We'll continue to reduce disruption by using the latest methods and technology to keep water flowing

e We'll support more customers who are struggling to pay, and provide extra support to vulnerable customers

through our Priority Services Register

e We'll continue to invest in building our brand, to increase awareness of who we are and what we do

In 2023, we announced plans to trial a new structure of
charges for a group of pre-selected customers in order
to make water bills more affordable and encourage
water saving.

Our 'WaterSave' trial will assess whether the new
charging system is fairer and more affordable,
including a provision for free water allocation. It will
also investigate if households' water consumption
changes due to the tariff structure, with lower
consumption contributing to sustainability and
protecting water supplies and the environment.

WaterSave will be based on a rising block charge with
a different price applying to the first, middle and end
blocks of consumption.

The trial will involve around 1,500 customers, selected
across different income levels and water usage
patterns, all of whom have water meters.

)

Read more on how we are supporting
our customers on pages 66 and 67

Our alignment with the UN Sustainable
Development Goals

6 fsli 10355 | 12 e | 13
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Chair's

Highlights

10

We met our leakage reduction
target for the year and
reduced leakage by 15.8%.
We are on track to meet a
20% reduction in leakage

by 2025.

We published our draft water
resources management plan
— setting out how we will
provide a sustainable supply
of water, while taking care of
the environment for the next
50 years.

We met all obligations under
the Water Industry National
Environment Programme
['WINEP'] through our

various schemes to improve
the natural environment,
completing 23 project units
to date for the AMP.

We improved our approach
to ESG reporting, producing
a unified ESG policy and
establishing an ESG sub-
committee at Executive
Management team level.

Affinity Water Limited

Ian Tyler
Company Chair

It is my great pleasure to welcome you to our Annual
Report, and also to welcome to Affinity Water our new
CEO, Keith Haslett, who started in January.

After a rigorous search and selection
process, we are confident we have
found a great leader who shares

our goals and ambitions and is
passionate about achieving them.

I look forward to working with Keith
towards these ends.

I would also like to thank Stuart
Ledger for his work as interim CEO
while we searched for a permanent
appointment. Stuart helped us build
strong foundations to meet our

demanding commitments for the AMP,

and focused the business on the PR24
price review.

As you will see in this report, the
past year has been challenging for
us. Extreme weather and inflationary
pressures affected our operations

in a number of key areas. However,
underlying performance aside from
the extreme weather events was
strong, and I am therefore confident
we have the right systems in place to
be performing strongly by the end of
the AMP.

Reducing leakage

Despite the extreme weather, I am
very pleased to report that we
beat our leakage target this year,
a milestone we should celebrate.

We have set ourselves one of the
toughest leakage reduction targets in
the industry. In an area that contains
a mix of dense urban populations
and rural areas with many
interconnections in the network, we
face a greater risk of bursts occurring
compared with less-populated areas.
We are well on course to achieving
our target to reduce leakage by

20% by 2025, and I would like to
congratulate our hard-working
colleagues throughout Affinity Water
for this significant achievement.

As we know, alongside reducing
demand and bringing online new
sources of water, tackling leakage
plays an incredibly important part

in the long-term sustainable supply
of water, and in helping take care of
our environment. It is also important
to our customers, and is, in fact, a
defining issue on how the public
perceive their water company and the
wider industry.

Public perception

On public perception of the water
industry, it could be argued that this
is at an all-time low, given frequent
reports of environmental concerns,
would appear to be attributable

Business Overview

Strategic Report

Governance

Financials

We beat our leakage target this year, a milestone
we should celebrate. Affinity Water has one of the
toughest leakage-reduction targets in the water
industry and I would like to thank everyone for

their hard work."”

in part to sewage discharges. We
recognise the environmental impact
this has on our rivers and globally
rare chalk streams, and that this has
affected public confidence in the
entire industry. Although we don't
manage waste water and sewage,
we are passionate about the health
of our rivers and we believe we

have an important part to play in
returning them to good ecological
health. This is not just an issue for

the water industry, but a societal one.

Which is why we need to continue
working with customers, government,
the water industry, environmental
groups, the agricultural industry

and other sectors to increase public
understanding on what affects our
rivers and what we all need to do to
improve them.

Enhancing
the environment

We have a great story to tell on

our environmental activities and
ambitions. In 2022/23, we met all our
obligations under the Water Industry
National Environment Programme
["'WINEP'), through our various
schemes to improve the natural
environment. These include our river-
restoration projects and working
with the agricultural community on
schemes designed to improve soil
fertility and improve the quality of
water in the natural environment. We
are very much on track to achieve
all of WINEP's desired outcomes

by the end of this AMP in 2025.
However, we know there is much
more we need to do, and so we have
made some ambitious proposals for
environmental improvements in our

draft business plan for the next AMP,
from 2025 to 2030.

Our future
water resources

Over the past year, Affinity Water,
along with other water companies,
made significant progress in the
planning for future water resources.
Following the first-ever regional
plan for water resources, we
published our 50-year plan (known
as the Water Resources Management
Plan], which aims to address the
immense challenges we face from
climate change, population growth,
demand for water and taking care of
the environment.

This is a collaborative approach that
represents a fundamental change

in how we plan, invest and build

a water sector fit for this century

and beyond — not just within our
company boundaries, but as regions
working together across the country.
It is an exciting project to be a part
of, and one that demonstrates the
substantial investment the industry
will be making over the next 50 years,
through sums unparalleled in the
history of the industry. The investment
will ensure a sustainable supply of
water for a growing population, and
make our essential public supply
resilient to the shocks and stresses of
the impacts of climate change.

In the near term, between 2025 and
2030, Affinity Water is proposing

a much larger investment in our
network, services and environmental
commitments compared to our
current AMP (2020-2025). Over the
past few years, our teams have

been busy preparing our draft

business plan — our most ambitious
to date - following extensive
research on the issues that matter
most to our customers and other
stakeholders. We published the draft
plan for consultation in May 2023.
It represents a significant step

in how we achieve our long-term
ambitions, as laid out in our Strategic
Direction Statement and 50-year
action plan for water.

1S.8%

Reduction in leakage.
Meeting our 22/23
target and on track for
20% reduction by 2025

23

Project units
completed to date for
national environment
programme

Annual Report and Financial Statements for the year ended 31 March 2023 11
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Sustainability

Sustainability is at the very heart
of Affinity Water's activities and

all of our plans. More importantly,
it demonstrates how we add

value to society. To enhance
sustainability within our activities,
we use environmental, social and
governance ('ESG') themes aligned
to the UN's Sustainable Development
Goals, to help us understand both
the risks for the business and our
opportunities to add value. We have
established a framework of themes,
not just throughout our operations,
but across the company's owners,
with regular checks and assurances
at Board level.

We continue to improve our approach
to ESG reporting and, over the past
year, produced a unified ESG policy to
help guide and align our teams, while
establishing an ESG sub-committee
at Executive Management Team level.
This committee will monitor the
performance of our ESG programmes
and balance these with our
performance commitments, including
overseeing climate-change risks and
opportunities and progress towards
net zero.

Our ESG initiative also aims to
demonstrate the multi-capital value
of Affinity Water. We recognise it is
important to take a deeper view of
value, as the services we provide
offer broader value creation beyond
the financial. We aim to understand
how we create value through six
capitals = natural, human, social,
manufactured, intellectual and
financial assets in our business.
There is a strong focus on the value
we create through natural capital at
Affinity Water, and you can read more
about this on page 38.

Our customer service

Our Customer Measure of Experience
['C-MeX']) serves as a metric to
incentivise water companies in
delivering exceptional customer
experiences to households.

Despite a slight improvement in our
customer experience scores, which
covers overall perception of Affinity
Water, we are disappointed to
report that our ranking in the water
industry C-MeX tables has remained
unchanged from the previous year,
placing us 14th out of 17 water
companies. This has been driven by
a decline in the customer service
element of our C-MeX score.

We are currently reassessing our
strategies to reverse this situation
and ensure that prioritising the
customer is at the forefront of
everything we do. We acknowledge
specific areas where we can enhance
our service and subsequently improve
our C-MeX score. These concerns
primarily centre around unresolved
customer queries related to billing
issues, our metering programme, and
visible leaks within our network and
on customer properties.

Taking care of
our customers

The UK is currently witnessing the
highest inflation surge in the past
four decades, primarily driven by
escalating energy costs and the
rising prices of essential household
items. We are fully aware of the
significant strain this places on many
of the households we serve, as some
customers may encounter difficulties
in paying their bills.

To support our customers, we offer
one of the most comprehensive
social tariff programmes in the
industry, with over 97000 customers
already enrolled. We consistently
communicate the availability of this
support through our own channels
and partnerships with esteemed
organisations such as Citizen Advice
Bureau, Step Change, and Turn 2

Us, ensuring that individuals are
well informed about the assistance
we provide.

However, we acknowledge that more
needs to be done beyond our social
tariffs. Over the past year, we made a
commitment to offer a £50 payment
towards the bills of over 30,000
customers who require it the most.

Business Overview

Additionally, we have actively
explored innovative approaches to
pricing water, aiming to enhance
both affordability and water demand
management. In the 2022/23

period, we developed the WaterSave
tariff trial in collaboration with

our regulator Ofwat, featuring a
progressive block charge system
with different prices allocated

to the initial, middle, and final
consumption blocks. This trial,
which includes a free allocation of
water, will take place in the summer
of 2023, involving approximately
1,500 customers from diverse income
distributions and both high and low
usage metered customers.

A business with
people at its heart

Finally, I would like to emphasise

the importance of our company
culture and values. We believe these
have played a significant role in

our achievements to date, and we
remain committed to supporting a
positive, inclusive and productive
work environment. We are proud of
our employee-engagement initiatives,
our diversity and inclusion efforts,
our support networks, and other
programmes that help us maintain

a strong and engaged workforce.

I would also like to thank everyone
at Affinity Water for their continued
efforts. We have had to manage some
challenging events over the past year,
and the hard work and commitment
of all our colleagues during these
times ensures we can continue to
deliver a vital public service to the
customers and communities we serve.

Ian Tyler
Company Chair

12 July 2023

Strategic Report Governance Financials
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Alignment of culture with

We are driven by our purpose and guided by our principles Our integrated approach

Our purpose and strategy are underpinned by sound Environmental Social Governance ['ESG'] and our integrated reporting
approach provides clarity on how we conduct our business and create value for customers and the environment.

Our brand genes

Our customer outcomes

Why we exist Our plans to deliver value These are the three things
To provide high-quality Our Strategic Direction Statement ambitions Our customer outcomes are the commitments we want everyone to think
drinking water for our - ; chat we made to customers in our business plan about Affinity Water.
ol © systems thd 2020-2025. This plan was shaped by customers

of the environment, for our Affinity Water i i

communities now and in will work and stakeholders on the things they want their

the future. company to deliver on.

within:

Environment Communities

Aim: Leave the o
environment in a Stewards of the
sustainable and local environment
measurably Supplying high-quality Making sure you have enough
water you can trust water, whilst leaving more

water in the environment

improved state.
Affinity

Our aspiration __
To be the UK's leading Resilience Customers
community-focused Aim: Be prepared for
water company. change, and resilient

to shocks and stresses. Helping customers

use water better

Providing a great service Minimising disruption to
that you value you and your community
U

The people Read more on page 60

that Affinity

Water will

work with:

Giving customers an
exceptional experience

T T

Our culture Our principles
. . We're proud to have outstanding employees that go the extra mile for our o ) ] o
Ethlcql foundation customers. For us to meet customers' and colleagues' expectations, it's ng:h persoh el Afﬁmty ieiier T grneleel By OL_” pr‘mc1p1e§ -
enabling better essential that we understand what these expectations are. Our Principles have doing the .r1ght things for BUEIBIMIETS and delivering against @
decisions every day: been developed to give every one of us direction and guidance, to help support our commitments and promises.
the fantastic work we already undertake. 9 Read more on page 04

Read more on page 01

14 Affinity Water Limited Annual Report and Financial Statements for the year ended 31 March 2023 15
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Our approach External guidelines we follow

Our purpose is to provide high-quality drinking water and take care of the environment for our communities — now and in
the future. Sustainability is embedded in our strategic thinking as a business and integrated in our daily activities.

Ensuring Environmental Social

1 Governance ('ESG') is an
essential part of everything
we do

ESG performance is essential to how
we deliver our purpose and operate
in a responsible and sustainable
manner. It is part of the way we
embed sustainability within our
business, we use the environmental,
social and governance ['ESG')
themes to understand both risk and
the opportunity to add value.

U

Read more about our approach to
ESG in our sustainability section on
page 80

4 Climate change
adaptation

Our customers and regulators
expect us to act in the face of
climate change. That means being
a responsible steward of our local
environment, reducing our own
carbon emissions, and making sure
we're prepared to operate within the
context of a changing climate.

v

Read more on page 85

2 Using a multi-capital
approach

Our capitals are the resources and
relationships available to us. They
are the inputs to our business that
we transform through our decision-
making process and operating
activities into our strategic
outcomes. We are starting to use
the concept of capitals to guide
our decision-making, for example,
when considering land use and
weighing the interests and benefits
of recreation and biodiversity
enhancements.

v

Read more on page 38

5 Preparing for a
net zero future
We have set ourselves the
challenging target of achieving net
zero for operational GHG emissions
by 2030.

In the long term, we have an
ambition to become fully net zero by
2045, ahead of the UK target of 2050.

)

Read more about our net zero plans
in the sustainability section on
page 86

Key frameworks to look out for

TCFD

We are committed to the recommendations of

the Task Force on Climate-related Financial

SUSTAINABLE
DEVELOPMENT

GOALS

more sustainable future for all.

Disclosures ['TCFD'], providing our stakeholders

3 Planning for a sustainable supply
of high-quality water, whilst taking
care of the environment, now and in
the future

We engage with thousands of customers
and stakeholders to help shape both

our long-term water resource plans and
shorter-term five-year business plans.
Our long-term plans act as a roadmap
for our shorter-term plans, which outline
the investments we need to make and the
price we can charge for water.

Our plans address the challenges posed
by climate change, population growth
and the demand for water - enabling

us to continue to provide a sustainable,
reliable supply of high-quality water and
taking care of the environment.

()

Read more about our 50-year water
resource plans on page 18

Read our Business Plan 2025-2030
on page 45

6 Our commitment to
public value

At Affinity Water, we are driven by our
purpose of providing high-quality water
and taking care of our communities’
environment — now and for the future.

We are privileged to provide an essential
public service and the opportunities that
brings, to create value for the areas we
supply, to help improve the environment,
support the local economy, invest in our
communities and adapt to the challenges
that climate change is bringing to

our region.

v
Read the more about commitment to
public value on page 50

The United Nations SDGs ['UNSDGs') are a blueprint for achieving a better and

EU Taxonomy
EU Taxonomy is a classification system, establishing a list of environmentally sustainable economic activities.

It is a tool to help financial institutions and large companies in the EU navigate the transition of their assets to
low carbon, scale up sustainable investment and implement the European Green Deal objectives, including the
2050 climate-neutrality target.

The system provides companies, investors and policymakers with appropriate definitions for which economic
activities can be considered environmentally sustainable.

Our review by an independent third party established that 100% of Affinity Water activities are eligible under the
EU Taxonomy guidelines, and 88% of those activities can be considered as environmentally sustainable’.
1 Our review was completed in January 2023, based on 2021/22 performance and independently verified by Anthesis, a specialist

ESG reporting consultancy who undertook an audit of Affinity Water activities. Our next review will be completed by end of
calendar year 2023.

Principles of responsible investment

Our owners, DIF, HICL Infrastructure Company Limited (advised by InfraRed Capital Partners Limited] and Allianz
Capital Partners on behalf of the Allianz Group, all follow the Principles of Responsible Investment ('PRI') — the
world's leading proponent of responsible investment. We align to these principles and report annually on our ESG
performance.

e tounderstand the investment implications of environmental, social and governance ('ESG'] factors;

e to support its international network of investor signatories in incorporating these factors into their investment
and ownership decisions.

The six Principles for Responsible Investment offer a menu of possible actions for incorporating ESG issues into
investment practice.

Principle 1: Principle 2: Principle 3:

We will incorporate ESG issues We will be active owners and We will seek appropriate

into investment analysis and incorporate ESG issues into disclosure on ESG issues by the

decision-making processes. our ownership policies and entities in which we invest.
practices.

Principle 4: Principle 5: Principle 6:

We will promote acceptance We will work together to We will each report on our

and implementation of enhance our effectiveness in activities and progress towards
the Principles within the implementing the Principles. implementing the Principles.
investment industry.

The 17 related goals address the global challenges we face, including those
related to poverty, inequality, climate, environmental degradation, innovation
and responsible consumption. However, there are nine UNSDGs where we believe
our contribution is particularly aligned, and these influence our thinking.

with transparent information on climate-related
risks and opportunities that are relevant to

our business. Sustainability is central to our
strategy and we detail our current approach

to implementing the recommendations of the We have set these out throughout our Strategic Report to highlight where we feel
TCFD, following the four thematic areas of we are contributing towards the goals.

governance, strategy, risk management, and

metrics and targets on page 88. )

Read more the about the UNSDGs on page 84
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How we
operate

We've been supplying water to
the local community for more
than 170 years.

In autumn 2022, we published a draft plan for how we will provide
a sustainable supply of water and take care of our environment for
the next 50 years.

Our plan is known as our Water Resources Management Plan
["'WRMP']). Population growth, climate change and the demand for
water are putting significant pressure on the local environment
and water resources in our supply area. If we do nothing, the

area we supply faces a possible shortfall of 449 million litres a
day by 2050. We produce a WRMP every five years and this one
addresses the challenges we face in providing a reliable, resilient,
sustainable, efficient and affordable water supply to customers
between 2025 and 2075, while taking care of the environment.

The draft plan asked for feedback from customers and other
stakeholders, to help shape our final plan, which we will publish
in autumn 2023. Our plan has also been developed alongside the
industry's first ever regional plan for water resources. It includes
plans for lowering customer demand, reducing leakage more than
ever before, smart metering and significant investment in new

We need to

stop relying on
exceptional
drought permits
and orders to take
water from the
aquifer when it's at
its most vulnerable

We have limited water
storage of surface
water in reservoirs —
this reduces how we
are able to respond

to demand when our
customers need it

We need to pace the
scale of abstraction
reductions to balance
affordability for

our customers with
our environmental
destination

A groundwater-dominated
supply and abstraction
can have an impact on
ecologically sensitive
areas [(such as chalk
streams] so it's important
to minimise how much
water we take

We have around

10% of the UK's

chalk streams in ééé

our area which are

globally rare. We

need to continue to
e

Xy
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which will
increase the
dO demand for water
protect this uniqu @ O—g within our region
habitat for flora by around 10%
and fauna by 2050 — our
plan needs to be
flexible to adapt
. . to these changes
What has influenced the size
and shape of our plan?

infrastructure for new sources of water — working across the water
industry to plan and share resources regionally. The plan will also
make the region's water supplies more resilient to droughts.

Our 50-year plan
Challenges

Our biggest challenge is to deliver water to a growing population
while achieving the ambitious targets on reducing abstractions
that could affect flows in chalk streams. We forecast a large
imbalance between the demand for water and the supplies we
know are currently available. This challenge is even greater
because our supply area is quite different to that of many other
water companies. We have very little storage for raw water
because we don't have large, open reservoirs. Instead, we abstract
about 65% of our water directly from groundwater sources, with
the remainder from rivers or transfers from other water companies.

South East England is also one of the most economically active
regions in the UK. Future, sustainable water resources are a
cornerstone to economic growth and to ensuring we can meet the
water needs of a growing population and new businesses.

The way we address these challenges influences the size and
shape of our draft plan.

We need to tackle
water leakage from
our network so
that we can make
better use of the
resources we have

Our communities are
not as connected by
pipelines as we would
like. We are improving
it but there is more to
do. Historically, there
hasn't been a need for
a connection between
areas, because each
one had been fed by its
own water source

We are reliant on the
weather, with one of
the lowest total annual
average rainfall per
person in the UK in our
region and climate
change has increased
our chances of having
prolonged periods of
high summer demand
for water

We need to plan for
uncertainties in demand
and account for the
currently untested impacts
of some government-led
water reduction strategies

We forecast
substantial
population and
housing growth

e . N ™ . .
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What we're doing

Reducing leakage or demand alone will not address
the shortfalls in future water supplies. Our 50-year plan
for water resources ("WRMP') details how we will meet
predicted shortfalls in water supply by:

e Reducing demand for water

e Reducing leakage

e Metering

e Building new infrastructure and new sources of water

e Working with government to implement policies that
support saving water

To manage the demand for water

Fixing leaks is a key priority for us. Our customers tell us
leaks are wasteful and ask why we can't fix more of them,
quickly. In deciding on our leak-reduction programme,

we consider the cost (which can affect bill increases),

the potential disruption from street closures, and our
confidence in being able to achieve what we promise.

At the heart of our plan is a government requirement for us
to halve leakage by 2050.

To manage the supply of water

We then consider how we plan to manage the demand
for water from our customers. Our demand-management
accounts for interlinked initiatives, where, if we alter one
element, it has an impact on the others. Our optimal mix
includes:

e Adopting and installing different metering technologies

e Helping customers reduce their water consumption

e Working with businesses to reduce their water
consumption

e Government interventions to reduce water consumption
such as labelling white goods and regulations for new
buildings

e Considering temporary options to reduce water use in
times of significant drought

We look at how these different options could affect
demand, costs to customers and environmental costs,
to build the best overall strategy.

We also consider a wide range of supply-side options to make up the predicted shortfall in supplies after we've
implemented our demand-management measures. Our main aim is to ensure our customers receive good-quality water
when they turn on their taps, as well as protect future water supplies and the environment. We assessed many options

and shortlisted 210 we feel could work. These include moving trapped water to where it is needed within our network,

new infrastructure [pipes and transfers] that crosses the boundaries of other water companies, local supply options and
larger strategic resource options that could supply not only our customers, but could contribute more widely to the region.
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Our Strategic Resource Options

The scale of the water resources we need for the future cannot just be
met by options available in our own supply area, we need strategic
schemes of more national significance. We have been working

closely with other water companies and third parties to look more
strategically for options to supply water. We call these schemes
Strategic Resource Options ('SROs'] and we have identified six that we
consider in our draft plan, and have assessed for a wide range of cost,

social and environmental criteria.

1. Grand Union Canal ['GUC'] Strategic Transfer would use existing
infrastructure to transfer water that would otherwise flow to
the seqa, from the Midlands to our supply area. It would take
treated water from Severn Trent's Minworth site through a
new closed 15.5km pipeline to the canal near Atherstone in
Warwickshire. It would then use the existing canal network before
being abstracted near Leighton Buzzard and treated at a new

water-treatment works.

2. Minworth SRO would provide the source water for the GUC scheme
and develop additional treatment capacity at the existing
Minworth wastewater treatment works to enhance its quality.

Most of our water comes from local
sources in the chalk aquifer. Local
groundwater takes less energy to treat

and distribute compared to surface water.
However, we need to leave more water in
the chalk aquifer to help our globally rare
chalk streams, which are under threat from
the demand for water and the effects of
climate change.

Our Impact

We are looking at new ways of bringing
water in from neighbouring areas so we
can reduce the amount we take from chalk
groundwater. Read more about our new
conditioning facility in Sundon which will
allow us to do this on page 50.

We are moving water around our network more
efficiently (see page 65].

H e

As we take water from various groundwater
and surface sources, the quality of it can
be variable, so we tailor our treatment
process to ensure we continue to provide
the highest-quality water possible.

Our Impact

We provide some of the highest-quality
water in the world. In fact, in 2022, Affinity
Water achieved an industry-leading
Compliance Risk Index* ['CRI') score of
1.092 within a dead band of 2.

High-quality water was assured
through 186,000 tests at our sites and
customers'’ taps.

* CRI is a measure designed by the
Drinking Water Inspectorate to illustrate
the risk arising from failures in treating
water. Lower scores are better with 5.1
being the industry average CRI score. We
have achieved upper quartile industry
performance in this area.

> >

Business Overview

3. South East Strategic Resource Option ['SESRO'] would
be a storage reservoir in Abingdon, Oxfordshire, to
maintain and balance high and low flows in the river
rather than provide water directly to customers. It
is one of the sources that could support the T2AT
scheme below.

4. Thames to Affinity Transfer ['T2AT') would be a new
water transfer by pipeline from the River Thames. We
are considering two routes. The western route would
be facilitated by shared use of existing lower Thames
reservoirs. The source water would come from the river
Thames, using either a raw-water transfer from Thames
Water's existing lower Thames reservoirs system (via
an existing Affinity Water raw-water tunnel to Iver], or
a direct river intake to a new water-treatment works
near our existing works at Iver. The eastern route would
be supported by future London Reuse SRO resources at
Beckton or Teddington (via the Thames-Lea tunnel]. A
new raw-water transfer from the river upstream of King
George V reservoir would transfer the required water to
the Lee community.

:*‘5 |
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. South Lincolnshire Reservoir ['SLR'). The proposed

reservoir would be supported by new abstractions from
the River Witham and River Trent. It would provide an
additional source to Anglian Water and potentially
Affinity Water, through the A2AT below.

. Anglian to Affinity Transfer [A2AT]) would be a new

treated-water transfer. Water would be transferred from
SLR above to the vicinity of an existing facility at Etton,
for onwards transfer to Affinity Water. Two routes have
been considered, and both would deliver water to our
Stort community.

HE,

After we treat water, we pump it into large
storage reservoirs or water towers before it
makes the final journey to customers' taps.

Our Impact

Water is heavy. A cubic metre weighs a
tonne! This is the amount of water a family
of four would use in about a day and a
half, and we need to supply about 948
million litres of it to 3.89 million people,
every single day. Due to its weight, the
process of moving water and treating it
requires a lot of energy, which carries a
carbon impact. We have committed to
net-zero carbon from operations by 2030 —
see page 86.

We look after over 16,900km of pipework.
This would stretch from London to Sydney.

We use our network of pipes to deliver over
948 million litres of high-quality water to
3.89 million customers, every single day.

Our Impact

Each person in our supply area uses about
12 litres a day above the national average.
Our area is also considered water-stressed,
and we need to leave more water in the
environment.

Over 240,000 customers joined our industry-
leading campaign Save our Streams,
helping to save over 23 million litres of
water a day. Read more on page 06.

We have reduced leakage by 15.8% and
are on track for a 20% reduction by 2025. Read
more on page 64.

After customers use water, it is flushed
into the sewage network, where it is
treated before it goes back into the
environment. Affinity Water is a water-only
supply company, and we do not manage
wastewater. Sewage providers in our
supply area include Thames Water,
Anglian Water and Southern Water.

We focus on providing a long-term
sustainable supply of water for our
customers, and leaving more water

in the environment to help our region’s
chalk streams.
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Performance

Third year of our 2020-2025 business plan

Every five years, water companies produce business plans that set out the performance
commitments they will make over a five-year period. These plans are shaped by customers
and other stakeholders based on what they want their water company to achieve.

Operational

Supplying high-quality
water you can trust

Compliance Risk Index [CRI): We scored 1.092 for
the 2022 calendar year, within the dead band of
2 (lower is better, prior year score 0.87). We did
not exceed compliance at our treatment works,
the first time we have achieved this. We exceeded
only three times at storage facilities, our best
performance in over eight years. In 2022, we
returned to a fully randomised network sampling
programme, following two years of Covid-19
restrictions. CRI is the measure the industry uses
for water quality, and is designed to illustrate
the risk arising from failures in compliance for
treated water.

Customer contacts per 1,000 population for water
quality: We achieved a contact rate of 0.56 on

a target of 0.67. This is our best performance to
date, improving on our 2021/22 score of 0.75. Our
performance continues the improving trend that
we saw prior to Covid-19 restrictions.

)

Read the operational performance section on page 62
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Making sure you have
enough water, whilst

leaving more water in
the environment

Leakage: We reduced our leakage by 15.8% [based
on a three-year average from our 2019/20 position].
This reduction compares to a year-end target of
14%. This the first year of the AMP we have been
able to achieve our target, reducing leakage by a
further 9.3M1/d in 2022/23.

Per Capita Consumption [‘PCC’'): Our yearly PCC
(domestic water use] increased by 3.61/p/d from
last year. This may in part be attributable to the
exceptionably hot weather over the summer. On

a three-year average basis, PCC has increased by
4.3% [since base year 2018/19] and did not achieve
the yearly target of 7.3% reduction. Domestic water
use increased during Covid restrictions and has
remained high since the pandemic. It is unlikely we
will achieve this target in the AMP. However, we are
doing all we can to help customers reduce their
consumption.

Environment Innovation Projects: We delivered two
targeted campaign projects (worth two project
units) and four project units out of seven for the
Lee catchment project. We have completed nine
units in the AMP, on a target of 14 by 2025.

River restoration: We completed four projects in
the year, bringing our total to 23 in the AMP. This
is towards a target of 21 projects by the end of
2022/23, and 36 in total by 2025.

Abstraction Incentive Mechanism ['AIM’): We
reduced abstraction by 1,277ML in the year from
environmentally sensitive sites when flows or
levels were low. (2021/22 was 430ML).

J

Read the operational performance section on page 64
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KPI Key
Water quality pCC D-MeX Water supply interruptions Properties at risk of
>3 hours low pressure
) Mains repairs Unplanned interruptions to
REEhete) C-Mex (due to bursts) supply over 12 hours

Providing a great
service that you value

Customer Measure of Experience ['C-MeX'): C-MeX is a mechanism to incentivise water companies to provide

an excellent customer experience for residential customers, across both the retail and wholesale parts of the
value chain. We achieved 14th position out of 17 companies assessed for C-MeX. Our score for the year was 74.59,
compared to the industry median of 79.08. We reported 14th position in 2021/22.

Developer Services Measure of Experience ['D-MeX'): D-MeX is a mechanism to incentivise water companies to
provide an excellent customer experience for developer services (new connection] customers. These customers
include small and large property developers, self-lay providers ['SLPs'], and those with new appointments and
variations. Our D-MeX score for 2022/23 was 86.36, compared to an industry median of 87.26. We are placed 10th
out of 17 companies in the industry league table, slipping two places compared to prior year.

Priority Services Register: \We have exceeded the target of 4.5% of our customers on the Priority Services Register
('PSR'). In 2022/23, 8.3% were registered on a target of 4.5% (6.5% in 2021/22). During the year, we attempted

to contact 98.2% with a target of 90% (90% in 2021/22) and, of these customers, we made actual contact with
55.5%, with a target of 35% (47% in 2021/22).

Gap sites: We reduced the number of occupied properties not billed by 65 in 2022/23, with a target of 50. In
2021/22, we reduced the number of occupied properties not billed by 74.

Void properties: We achieved our target of reducing our void properties in the year to 2.02%, with a target of 2.22%
(2021/22 reduction of 2.23% with a target of 2.27%).

Vulnerable customers who said they were happy with our service: Through surveys conducted, 93% (97% in 2021/22)
of our customers in vulnerable circumstances who receive financial help said they were satisfied with our
service, and 92% [96% in 2021/22] of those that receive non-financial help were satisfied. We achieved the target
of 90% for both customer surveys.

Vulnerable customers who found us easy to deal with: Through surveys conducted, 92% (97% in 2021/22] of our
customers in vulnerable circumstances who receive financial help said they found us easy to deal with, and 90%
[96% in 2021/22] of those that receive non-financial help were satisfied. We achieved the target of 90% for those
that received non-financial help.

BSI Accreditation: We retained certification for BS 18477 for Inclusive Service Provision.

IT resilience: We have met the target of less than 1,500 Priority 1 and Priority 2 IT incidents in the year, with
731 incidents (2021/22 was 949 incidents).

)

Read the operational performance section on page 66
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Performance
h'lg h].'lg htS continued

KPI Key

Water quality PCC D-MeX Water supply interruptions Properties at risk of
>3 hours low pressure
. Mains repairs Unplanned interruptions to
el et C-Mex (due to bursts) supply over 12 hours

-,

Minimising disruption
to you and your community

Mains repairs: Performance in the year was 169.6 repairs per 1,000km of mains on a target of no more than
146.5 in the year (2021/22:100.2]). Weather is a strong contributing factor in the number of mains repairs needed
in a year. In 2022, we experienced an exceptionally hot summer with a significant freeze/thaw event in winter.

Figures cannot be compared directly to the previous year's without taking this into account.

Interruptions to Supply (‘I2S’): The number of minutes per property where interruptions to supply were three hours
or greater was our worst performance in seven years, at 12 minutes 53 seconds, compared to our target of
5 minutes 45 seconds. Over 10 minutes of the score were attributed to the extreme weather experienced in
summer and winter 2022. Underlying performance was strong in this area at just 2 minutes 11 seconds.

Unplanned interruptions >12 hours: 6,070 properties were interrupted for over 12 hours, on a target of no more than
320 properties. 5,752 of these properties were affected during the winter freeze/thaw event in December.

Properties at risk of receiving low pressure: \We did not achieve the target of 1.51 properties affected per 10,000
connections at risk of receiving low pressure. Performance for the year was 150.93 (2022: 155.466]). Performance
deteriorated in comparison to 2021/22, predominantly due to the exceptionally hot summer and freeze/thaw
event in winter. However, the number of pressure monitoring points we have across our network, combined with
reporting guidance conceived more than 30 years ago, makes it unlikely we can ever meet the prescribed target.

Average time properties experienced low pressure: On average, properties were affected for 2.33 hours in the year,
with a target of <10 hours (2021/22: just over 1.5 hours]).

Unplanned outage: We experienced 2.09% of unplanned outages across all our treatment works in the year, on a
target of <2.34%.

Severe restrictions in a drought: \We have not achieved the target for severe restrictions in a 1-in-200-year drought

scenario, with 67.7% of population being at risk, with a target of 51.9%.
- -'-H-—"'h.-. .

Delivery of WINEP: \We have achieved the requirements for the Water Industry National Environment Programme
("'WINEP') in the year. This requirement is laid out to improve the natural environment through timely
environmental improvements schemes. We also met this requirement in 2021/22.
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Read the operational performance section on page 68 B
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Performance

In 2022/23 a number of external factors, such as high inflation, the rising
cost of enerqgy, the hot weather over the summer of 2022 and the freeze/
thaw event in December 2022, have had an impact on the business.

Financial
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Class A Class B Corporate Familly
Moody's A3 Baa3 Baal
Standard & Poor's BBB+ BBB- N/A
Fitch BBB+ BBB- N/A

Our credit ratings have not changed since March 2022, although our ratings
from Standard & Poor's have moved to a negative outlook driven by inflationary
pressures impacting industry ratings.
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The £100.9m loss for
2022/23 is primarily
made up of:

Operating profit

Case study

Net finance costs

We have again received independent recognition for paying the correct
amount of corporation tax. The Fair Tax Foundation congratulated Affinity
Water for its high standards and, for a fifth year in a row, awarded us the
Fair Tax Mark accreditation. The Fair Tax Foundation is an independent
body, and launched the certification scheme in 2014 to encourage
organisations to pay the right amount of tax.

Affinity Water has shown that it is willing to be totally transparent
about how we are governed and how our tax affairs are arranged. All our
activities are fully taxable in the UK.

Fair value gain
on derivatives

With newspaper headlines focusing on the
cost-of-living crisis that many of our customers
are facing, it is a very important time to be
awarded the Fair Tax Mark certification. Affinity

Taxation credit Water has shown that it is willing to be totally
transparent in how we are governed and how
our tax affairs are arranged. All our activities
are fully taxable in the UK."

Michael Blake

Affinity Water Treasurer

Annual Report and Financial Statements for the year ended 31 March 2023 27



Business Overview Strategic Report Governance Financials

Chief Executive Officer's Introduction
Our Business model

Our approach to multi-capital thinking
Our external environment

Our commitment to public value

Our stakeholders

Our focus areas

Our strategy

Our customer outcomes

Our operational performance
Financial review

Key performance indicators
Sustainability

Task Force on Climate - related
Financial Disclosures (‘'TCFD’)

Section 172(1) statement
Principal risks and uncertainties
Viability statement

Non-financial information statement
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Chief Executive Officer's

Highlights

30

Engaged with thousands of
customers and stakeholders
to produce our Business

Plan 2025-2030 and our
50-year water resources
management plan.
Producing high-quality
water and maintaining our
upper quartile CRI ranking in
the industry.

Taking care of our customers
with over 97000 signed up to
our social tariffs — one of the
highest in the industry.

Our teams worked incredibly
hard to respond to two
extreme weather events.
Record breaking summer
temperatures and a freeze/

thaw event in December 2022.

Over 240,000 customers
signed up to our industry-
leading water saving
campaign — Save Our
Streams.

Cemented our plans to
ensure we reach net zero
from operational emissions
by 2030.

Affinity Water Limited

CEO

Keith Haslett

I am thrilled to present my inaugural introduction as CEO
of Affinity Water. It is an immense honour to have been
welcomed so warmly by the entire team since joining in

January, and I have been delighted to meet the passionate

and dedicated individuals who make up our organisation.

At Affinity Water, we are a water only
company that operate in multiple
areas throughout South East England
- aregion that boasts a rich and
diverse economy and is home to
some of the world's most unique

and globally rare chalk streams.
Despite our dispersed locations,

I firmly believe that we function

as one cohesive company, united

in our commitment to serving this
special region and taking care of our
customers and environment, each
and every day.

I would like to thank my predecessor
and interim CEO, Stuart Ledger, for
his contributions to the company,
which have set a strong foundation
for us to build upon as we focus on
success for this AMP and get in a
good place to prepare us for the next
AMP and beyond.

Overview
Despite the challenges posed by

extreme weather events and inflation,

we have achieved significant
progress in certain areas, such

as beating our 2022/23 leakage
target, cementing our upper quartile

performance in water quality
and achieving all of our Water
Industry National Environment
Programme targets.

We continued to build on our new
company image with initiatives such
as the Save Our Streams campaign
and our first-ever TV advertisement,
aimed at raising awareness about
our efforts to address leakage
issues, which are important to

our customers.

As we enter the third year of the AMP,
our teams are actively preparing

the business plan for the next

AMP (2025-2030) and a 50-year
strategy for our water resources
management plan (‘WRMP'). We

have engaged extensively with
customers, stakeholders, and other
regional water companies to gather
input for the draft plans, which will
be finalised by late 2023. Looking
ahead, I am confident that we are
well-positioned to deliver our most
ambitious goals, providing a resilient
and sustainable water supply,
improving customer service levels,
enhancing the environment, and

Business Overview

Strategic Report
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Financials

I 'would like to thank all our teams at Affinity Water
who have worked incredibly hard to deliver on our
challenging performance commitments and work
through record breaking summer temperatures, drought
and a freeze/thaw event in the winter.”

achieving net zero carbon emissions
from our operations by 2030. Read
more about these plans on pages 18
and 47.

However, before moving forward, it
is crucial for us to fulfil our current
commitments in AMP7 across all
service levels and enter the next
Business Plan (2025-2030] in a
strong position. We have built solid
foundations and our teams are
fully dedicated to delivering high
performance during this regulatory
period, while also developing a
credible and ambitious Business Plan
for the next AMP.

External environment

Record-breaking temperatures in
July 2022, reaching 40°C in the UK,
highlighted the impact of climate
change. Heatwaves and dry weather
cause a surge in water demand by
up to 40%, resulting in low pressure
for some customers and increasing
the number of leaks and bursts on
our network.

In fact, our technicians fixed

over 19,800 leaks over the last

year, with a significant amount of
those caused by extreme weather.
Drought conditions throughout

most of England last year led to
hosepipe bans for some areas.

We took a proactive approach
through our Drought Management
Group to monitor the situation
closely, invested more resources

in tackling leakage and increased
communications to customers about
the situation in our area and how
they can help to save water. These
proactive interventions ensured we
did not need to introduce a hosepipe

ban as our groundwater resources
were in a relatively good position
compared to other companies. We
also believe that improvements to
our network resilience over recent
years played an important role in
conserving supplies in the ground,
which were replenished by the
exceptionally wet autumn and winter
of 2022/23.

In December 2022, a 'freeze/

thaw' event caused pipe bursts

on our network, and on customer
and business properties due to
sudden temperature increases after
prolonged sub-zero temperatures.
Water demand increased, requiring
additional treatment and distribution
efforts. Despite the challenges,

our teams ensured the majority of
customers received a reliable water
supply and I would especially like
to thank our colleagues who worked
tirelessly over the Christmas period
during this challenging incident.

As with many other businesses across
the UK, we are also weathering the
storm of high inflation, which is at
its highest in 40 years. A part of this
increase involves energy prices that
have risen sharply over the last two
years. The treatment and distribution
of water is energy intensive, making
energy one of our biggest costs. We
are resilient to these inflationary
shocks and our hedging strateqy for
energy has ensured some protection.
However, higher prices for energy
and across the supply chain to keep
our network running, especially

with the increase in bursts from
extreme weather events, have been a
challenge from a cost perspective.

We are also seeing the enduring effect
of the pandemic across our business
activities. Changed working patterns,
with more people working from home
and increased water use, has caused
a challenge for us in reducing Per
Capita Consumption to the targets
we committed to, which were set
before the events of Covid-19.

Despite the impact of the Covid-19
restrictions on our investment
programme, we are committed to
deliver the required outcomes by
the end of this AMP. We are already
on track to deliver all outcomes
under the Water Industry National
Environment Programme ("WINEP')
and the gateways for delivery of the
strategic resource options that will
secure water resources in the future.

To find out more, read our financial
review on page 70.

1,092

Compliance Risk

Index Score for Water

Quality. Cementing

upper quartile industry

performance

2&0R

Customers signed up to
Save Our Streams water
saving campaign
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Chief Executive Officer's
introduction continued

Performance highlights
and challenges

Reducing leakage

Despite the many challenges
resulting from the extreme weather,

I am pleased to report that we have
met our leakage target for 2022/23
with a reduction of 15.8% and we
now have the lowest level of leakage
ever achieved.

We have one of the toughest leakage
reduction targets in the industry and
we are now on track to meet our

20% reduction target by 2025. This
will follow the success we had in
the previous AMP where we reduced
leakage by 15%, again the highest

in the industry and beating our

AMP7 target.

This achievement is underpinned by
the diverse investment in creating our
digital networks, satellite technology
and artificial intelligence to respond
quicker than ever before to leaks,
which has created the step change in
performance.

Compliance Risk Index

(water quality measure)

I am extremely proud that we work in
an industry that delivers some of the
highest quality water in the world.

In fact, the water we provide has to
meet tougher quality standards than
bottled water.

We have maintained our upper
quartile performance in CRI rankings
in the industry. We achieved this by
investing in the latest technology
and sophisticated monitoring
systems at our treatment works,
reqularly inspecting the integrity of
our storage reservoirs and operating
our distribution systems in a way
that ensures high-quality water
arrives at our customers' homes in
the same condition as it leaves our
treatment works.
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Providing a great service

that you value

Our C-Mex measure remained largely
unchanged this year. Although
customer service scores declined, our
overall ranking actually improved.
We have seen steady increases in

our customers' experience scores,
surpassing the industry average and
resulting in higher rankings compared
to other water companies. However,
we acknowledge that our C-Mex
measure still requires improvement,
and we are actively reviewing our
plans and working to enhance our
culture to put the customer first in all
aspects of our work.

For our developer services [D-Mex],
we achieved 100% compliance

for the quantitative element

during the first nine months, but
experienced a performance drop

in the fourth quarter and have
slipped to 10" place in the industry
leaque table. Nonetheless, we are
focusing on streamlining processes
and enhancing our Development
Experience team, aiming to improve
services to customers and regain our
industry rankings.

For our retailer services [R-Mex], our
Wholesale team has been ranked
1stin the water industry for three
consecutive years. We extend our
congratulations to them for their
outstanding service to our retail
customers.

Minimising disruption to you
and your community

Our Interruptions to Supply measure
for customers has made extraordinary
improvements in this area since the
start of the AMP. Last year, our score
was just 3 minutes, 43 seconds,
putting us in upper quartile for the
industry. However, the consequence
of two extreme weather events in
the summer and winter has had a
significant impact on this year's
score coming in at 12 minutes and
53 seconds — compared to our target
of 5 minutes, 45 seconds.

However, it is important to note that
our underlying performance minus
the extreme weather events was very
strong and we continue to invest in
our infrastructure to make it more
resilient to climate change events.

I am extremely proud that we work in
an industry which delivers some of the
highest quality water in the world. We
have maintained our CRI rankings in
the industry and cementing our upper
quartile performance.”

Business Overview

Per capita consumption
Unfortunately, we did not achieve
our Per Capita Consumption ('PCC’)
target as individual water use
increased by 3.6 litres per person per
day in 2022/23. The changes in water
consumption patterns since the
Covid-19 pandemic, with more people
working from home and using more
water, contributed to this increase.
Additionally, frequent and extreme
summer heatwaves led to spikes in
water demand, impacting our overall
PCC score.

Despite the increase in consumption,
our Save Our Streams campaign
continues to thrive, with over 240,000
people enrolled to receive free water-
saving devices, customised advice,
and complimentary home water
efficiency checks. We have also
installed more than 50,000 meters
and conducted over 20,000 free home
water efficiency checks.

In the near future, we will be
implementing a smart metering
programme to gather accurate data
and real-time insights into water
usage, enabling us to enhance
communication with customers.
Additionally, we are exploring the
introduction of 'rising block tariffs’,
set to launch in October 2023. This
tariff structure will charge higher
rates for water usage above a certain
threshold, encouraging high water
users to become more efficient
while reducing costs for water-
efficient households. This initiative
aims to promote water, energy and
cost savings.

Strategic Report ( Governance ) ( Financials
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Chief Executive Officer's

7%

Customers receiving
support through our

social tariffs

1208

Customers signed up
to our Priority Services
Register

Taking care of
our customers

We are acutely aware of the cost-
of-living pressures facing many
of our customers, which is being
driven by high global inflation
and energy costs.

We are resolute to helping our
customers where we can and
continue to promote the various ways
we can help those who are struggling
to pay with payment breaks or
through our social tariffs. We now
have over 97,000 customers signed

up to our social tariffs and have
offered over 900 customers payment
breaks in their water bill. We also
continue to work with various
charities to signpost the support

we have available.

Taking care of
our environment

Taking care of the environment is
at the very core of our purpose.

Our region is home to 10% of the
world's globally rare chalk streams.
Chalk streams are under threat
from the effects of climate change,
demand for water, pollution and
centuries of river alterations.

The state of our chalk streams is
very much a societal issue, which

is why we need to work closely with
other water companies, requlators,
government, businesses, land owners
and our customers to do all that we
can to protect them.

We are playing a significant part to help
our environment and working with partners
to restore rivers, meeting all of our
obligations for the Water Industry National
Environment Programme in 2022/23."

34 Affinity Water Limited

We are playing our part by working
with partners and restoring sections
of rivers to their more natural state,
and are pleased to report that we
completed all of our river restoration
projects under the Water Industry
National Environment Programme
['WINEP') in 2022/23. Over the

last year, we delivered three river
restoration project units bringing our
total number to 23 for the AMP, we
are well ahead of target in this area
and in a good place to meet all of
our river restoration commitments
within the WINEP by 2025.

Work on our new water conditioning
facility in Sundon has now started,
which will allow us to further reduce
the amount of water we take from
chalk groundwater by 2024, which
will total a 100 million litre per day
reduction since the 1990s.

Innovation

Through the Ofwat innovation fund,
we have successfully secured funding
for several pioneering projects

that aim to transform societal

water usage.

One such project, 'Water Neutrality at
NAV sites', is spearheaded by Affinity
Water and funded by Ofwat and
Nesta. The objective of this initiative
is to ensure that the total water
consumption in a community remains
unchanged, even after new homes
are constructed. We collaborate

with developers and technology
manufacturers to implement highly
water-efficient practices in new
builds and retrofit existing homes
and businesses with systems like
greywater recycling and rainwater
harvesting. Additionally, we facilitate
behaviour change campaigns to
encourage residents to reduce their
water usage.

Upon completion, this project

will serve as a blueprint for other
water companies, local authorities,
and developers to achieve water
neutrality on a larger scale.
Smaller water providers [NAVs]

will also benefit from enhanced
market access and strengthened
industry partnerships.

Business Overview

Strategic Report

Our people

The safety and wellbeing of our
employees is of utmost importance
to us. In the past year, we have
adopted a risk-based approach to
Health & Safety, assessing our key
risks and implementing plans and
initiatives to minimise, mitigate or
control them. We have made these
efforts visible across all levels of the
organisation, prioritising awareness
and accountability. We are also
exploring the use of artificial
intelligence to develop a point-of-
work risk assessment tool that will
aid our teams in identifying and
managing hazards.

Recognising the impact of the
pandemic on mental health, our
Wellbeing Committee and People
team have developed resources,
guidance and training to support
our employees in addressing
anxieties associated with the
post-pandemic period.

Governance

Financials

Our dedicated people have received
numerous awards throughout the
year. Our Save Our Streams initiative
won ‘Best Water Efficiency Project
Award' at the Water Industry Awards,
and we also received the 'Best
Collaboration Award’ at the Annual
Street Works UK Awards with Cadent
Gas. Our leakage team achieved
'‘Best Team' at the Institute of Asset
Management Excellence, and we
were recipients of the 'Best Internal
Communications Strategy Award' at
the Engage Awards.

Furthermore, we launched our Code of
Ethics in March 2023, reinforcing the
ethical standards for our employees
and supply chains.

Looking Forward

While it has been a challenging
year from an external environment
perspective affecting some of our
key performance commitments,

I am certain we have built solid
foundations within the company
since the start of this AMP, taken the
lessons learnt from extreme weather
events and will deliver on our key
commitments by 2025.

I am looking forward to working more
closely with our teams, so we can
build on these foundations, deliver

a robust and credible PR24 business
plan, and improve service levels to
put us in a strong position to start
the next AMP.

I started as CEO in January 2023
and it is already clear to me that
our people have the dedication,
passion and expertise to achieve
our ambitious goals for this AMP
and beyond.

Keith Haslett
CEO

12 July 2023
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Our business

Our purpose is to provide high-quality drinking water for our customers and
take care of the environment for our communities now and in the future.

Forces acting
upon us...

Our capitals

These are the resources and
relationships that we have
available to us.

They are the inputs to our business
and are transformed through our

decision-making process and operating
activities into our strategic outcomes.

@ Read more about our approach to
multi-capital thinking on page 38

Our external environment
Protecting the natural environment

¢ Climate change
e Population growth

Economic environment

¢ Financing our business
e Customer expectations

Regulatory and political environment _\>

¢ Laws and government
¢ UN Sustainable Development Goals

@ Read more about our external
environment on page 40

Stakeholders

Effective engagement with our
stakeholders is integral to how we
operate. Stakeholders help to shape
our strategic plans for the service we
provide, the commitments we make
and how we make sure we provide

a long-term sustainable supply of
high-quality water.

@ Read more about our stakeholders
on page 54

UNSDGs

Our alignment with the UN Sustainable
Development Goals
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Our journey of taking care of water,
now and in the future

We are laser focused on providing simple, effortless experiences
to our customers wherever they interact with us. To continue doing
this, we need to protect local environments, ensure our network
and resources are resilient, inspire our customers to use less water
and provide them with an exceptional service and work with our
communities to create value for the economy and society.

Our Strategic Direction ambitions help to guide us and shape our
long-term plan for water resources and our five-year Business Plans,
which determine the investment we need to make and the amount
we can charge customers.

J

Our Strategic Direction Statement ambitions

1. Environment 2. Resilience

Aim: Leave the environment in Aim: Be prepared for change,
a sustainable and measurably and resilient to shocks and
improved state. stresses.

(G

N

|

4. Customers

3. Communities
Aim: Work with our communities Aim: Deliver what our customers

to create value for the local need, ensuring affordability
economy and society. for all.

&)

Read more about our Strategic

Direction Statement at
www.affinitywater.co.uk/corporate/plans

Business Overview

A sustainable water supply
for this century and beyond

We plan and invest for the long term.
Through the use of new, innovative
technology, bringing online new
sustainable sources of water, learning
and sharing best practice across sectors,
and working with our customers, we are
building a water supply network that is
resilient to the effects of climate change,
minimises disruption to communities,
provides a sustainable, high-quality
supply of water, while taking care of our
environment — now and for the future.

Our 50-year action plan for water
resources (WRMP] and Strategic Direction
ambitions helps to shape our five-year
business plans. Our business plans
detail our performance commitments

for the five-year period, the amount

of investment required to meet those
commitments and the price we can
charge customers.

Our final business plan 2025-2030 will be
submitted to Ofwat in autumn 2023 and
Ofwat will publish its final determination
on the plan in December 2024.

\7 Read the sections
'How we operate’ on page 18 and
‘Planning our future, together' on
page 45

Our customer outcomes

We provide water to over 3.8 million
customers and 78,000 businesses in
our supply area and have committed to:

e Supplying high-quality water you
can trust
e Making sure you have enough
water, whilst leaving more water in
the environment
e Providing a great service that you value
e Minimising disruption to you and your
community... and creating value for all

Strategic Report

Customers

e Putting customers at the
heart of everything we do.

e Being agile and responsive to
changing needs. Focusing on
simplicity and exceptional
customer experience.

e Supporting customers in
vulnerable circumstances
through social tariffs and
Priority Services Register.

e Providing fair and affordable
bills to help invest in a
long-term sustainable supply
of water, while helping to
take care of the environment.

Employees

e Increase pride in working for
Affinity Water.

e Looking after the health,
safety and wellbeing of
our employees.

e Ensure employees have the
tools they need to do the job
and upskill through learning
and development.

Suppliers

e Working with suppliers
to innovate to increase
resilience for the benefit
of customers and
the environment.

e Creating exceptional
relationships to be the
company suppliers want
to work with.

Governance

Financials

Communities

Minimising disruption for
our communities.
Supporting the economy
across the region through
investing in infrastructure
and generating employment.

Create value for local
communities by taking

care of our environment.
Helping to improve
biodiversity across Affinity
Water-owned nature
reserves, assets and working
in partnership with local
communities.

Shareholders

Increase incentives and
reduction in fines for our
shareholders.

More sustainable activities
to drive delivery of
sustainable 'good profits
and dividends'.

Reqgulators

Working with our
regulators to produce
robust and ambitious plans
to benefit customers and
the environment.

Working with our requlators
to drive innovation in
the sector.
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Our approach to

Our capitals

Our capitals are the resources and
relationships available to us. They
are the inputs to our business that
we transform through our decision-
making process and operating
activities into our strategic
outcomes. We are starting to use
the concept of capitals to guide
our decision-making, for example,
when considering land use and
weighing the interests and benefits
of recreation and biodiversity
enhancements.

To monitor our progress across short,
medium and long-term objectives, we
are developing a multi-capital value
framework that includes metrics and
will include KPIs. We are aware that
a multi-capitals approach needs to
reflect the values of our business. We
have chosen to develop our multi-
capitals framework and metrics on
our website, so we can update it with
new information for each metric
when it becomes available.

Multi-capitals theme  Metric
Biodiversit
Natural capital y
emissions]

Manufactured
capital

Human capital

®

GHG (greenhouse gas

Pump replacement

No Equality, Diversity and
Inclusion initiatives

Our multi-capitals framework
includes the six capitals — natural,
financial, intellectual, human,
manufactured and social.

The multi-capitals approach will
help demonstrate how our inputs and
activities, i.e. capital investment,
support for customers in vulnerable
circumstances, biodiversity
enhancement and land management,
impact on the ground. And to
illustrate the value of these activities
- helping with business resilience
and environmental enhancement,
supporting customer affordability
and employee diversity, knowledge
sharing and building trust with our
stakeholders and customers.

e Financial — our financial health
and efficiency;

¢ Manufactured — our pipes, water
works and offices;

e Natural — the materials and
services we rely on from
local environment;

Impact

e Human - our people and
wellbeing;

e Intellectual — our knowledge,
innovation and partnerships;

e Social - our relationships, trust
and contribution to society.

We are at the beginning of our work
on multi-capitals and expect our
metrics to develop as our data and
reporting functions become more
mature. We are keen to describe our
progress, and lessons learnt, for

our stakeholders. We have therefore
summarised some key metrics we
anticipate we will include within our
multi-capitals reporting framework.

Value

Invasive Non Native Species Biodiversity enhancement

Out projects
Net zero progress

Energy efficiency

Gender pay gap

Long Term Incentive score

Number of Wellbeing initiatives

c q . Green investment
% Financial capital

Intellectual
capital

Social capital

©

Register

Debt and social charities

supported

Innovation projects

Customers on Priorty Services

Spend on innovation

Per Capita Consumption

reduction

Home efficiency checks

Type of investment funded

Decarbonisation

£ saved

Business continuity

Zero harm

£ invested

Innovation solutions developed

No of customers supported £ saved
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(® Natural capital

Each year, we work on enhancement
schemes within our catchments to improve
the environment.

In the catchment area around the River Beane, we have
undertaken river improvement works, removed invasive
species, evaluated our ability to reduce abstraction and
worked with farmers to change farming practices by
using winter cover crops - that is crops planted for other
benefits rather than harvesting.

To quantify the impact of these schemes on the health

of the environment, we use a natural capital approach
and develop a natural capital account. We developed our
River Beane natural capital account through a desk study
using the Environment Agency's Natural Capital Register
Accounting Tool ['NCRAT'). We supplemented this with
Farmscoper and Biodiversity Net Gain Metric 3.1, allowing
us to quantify and value 11 different ecosystem services.

To assess the environmental value added, we developed
a baseline for the Beane catchment and then evaluated
the benefits of our various environmental enhancement
schemes, and their value to people and society through
measures such as their quantity, condition, and location
of natural assets. Once the environmental impacts and
improvements have been quantified, it is possible to
assign a financial value. The natural capital account
demonstrated we made improvements to the environment
(or natural capital), which included, for example,
biodiversity, water quality and carbon reduction.

The table to the right highlights the environmental
benefits of each of our projects in the River Beane
catchment.

__ _ D G

i e -_.

Woodhall Phase 1 Woodhall Phase 2

(co\ Carbon seq. (co\ Carbon seq.
L 6.39 tCO,e/yr WP 6.1tCO,e/yr
Water qual. emissions Water qual. emissions
@ reduction @ reduction
-18.85 kg N/yr -17.42 kg N/yr
-0.39 kg P/yr -0.37 kg P/yr
-251 kg SS/yr -238 kg SS/yr
& Biodiversity & Biodiversity
3.09 (Habitat units) 2.83 (Habitat units)
2.33 [River units) 2.97 (River units)
@ Water qual bundled @ Water qual bundled
& penefits & penefits

0.63km improved

Walkern Road Frogmore Park

O Water qual bundled O Water qual bundled
& penefits & Dpenefits

2.58km improved 0.71km improved

Water qual bundled Biodiversity
& bpenefits 0.84 [Habitat units/ha)
1.49km improved

Cover cropping Sustainability reduction

(co\ Carbon seq. Biodiversity
L 67 tCO,e/yr 2.15 (River units/km)

1.42km improved

(&l Water qual. emissions
L ) reduction

-1,969kg N/yr
-7 kg P/yr

6&; Biodiversity
267 (Habitat units)

Total natural capital contribution to catchment baseline

Combined scheme
benefits

Catchment baseline

SRE8BMmM

30-year Present

Value -
30-year Present Value — 2020/21

2020/21

Annual Report

Our alignment with the UN
Sustainable Development Goals
Uplift in FEE T
catchment natural
capital value

1.085%

+£1,247 per ha of INNS removal

(30-year Present Value — 2020/21)
INNS Out
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Our external

Leadership insights

In conversation with:

Anton Gazzard
Director of Customer Delivery
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Our Director of Customer Delivery, Anton Gazzard, has
been with the company for over 16 years, joining the
company in 2007 on our Graduate programme. Anton is
responsible for ensuring customers receive a reliable and
high-quality supply of water from source to tap, managing
our production and network operations.

What do you see as the
biggest challenges
facing water networks
and delivering water to
customers in the next
five-ten years, and how
do you think they can be
addressed?

I believe the impacts of climate
change are already with us and
we've seen a steady increase in
extreme weather events over the
last ten years. Over the next five-ten
years, we are expecting extreme
weather events will become more
frequent with the impact being felt
across the industry.

With each passing summer, we
seem to have record-breaking
heatwaves. During these times,
demand for water significantly
increases. For our areaq, the extra
increase at times is like suddenly
supplying a city the size of Bristol
in our area.

From an operational point of view,
the industry is working to increase
our resilience to these types of
events through improving the
interconnectivity of the network
within our own areas and at
company boundaries to allow us to
share resources regionally and get
water to where it's needed most.

Our regional plan for water
resources also includes many

new strategic resource options
with the first of our schemes the
Grand Union Canal Transfer, taking
water from Severn Trent's supply
area down to our area, due to be
operational in the early 2030s.

We also need to work more closely
with customers to get them to play
their part in reducing demand,
especially during hot periods. Our
flagship water saving campaign
‘Save Our Streams' has already
helped to save over 1 billion litres
of water; however, we know we
must do more. The future roll-out of
smart metering in the next AMP will
allow us to understand household
consumption in greater detail and
help us to devise better ways to
inspire behaviour change to reduce
the waste of water.

Business Overview

Strategic Report

How can new innovations
in process or technology
help the sector meet
challenging performance
commitments.

There has been a paradigm shift in
the industry over the last several
years to take advantage of the
latest digital technology to enhance
our network.

This shift will be the underlying
force that helps us to meet the great
challenges before us in terms of
climate change, improving resilience
of our assets and sources of water,
driving operational efficiencies,
taking care of the environment

and providing an excellent service
to customers.

Over the last few years at

Affinity Water, we have built solid
foundations in digitising our
network and using the latest in

AI machine learning in order to
meet our challenging performance
commitments for the AMP.

Governance Financials

Our control room has evolved to
become a single controlling mind
for our network and teams are using
a digital model of our entire asset
base to allow real time insight

into the network. This allows us to
identify and fix problems before they
become an issue for customers and
respond faster than ever before when
incidents do occur.

Better data, driven by AI machine
learning, is also giving us valuable
insights into how customers consume
water and the impacts of our
projects. Many factors affect the
demand for water, such as seasonal
weather patterns and the amount of
time people spend at home, which
has increased post Covid.

-_F " Anfual Report and Financial Statements for. the yedr ended 31 March 2023 -2].'1 -y
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How can water
companies improve trust
and perception of the
water industry

The water industry has a versatile
role that extends beyond simply
providing water to customers.
Recent years have seen increased
scrutiny of the industry, driven by
concerns regarding sewage pollution
from storm overflows and leakage.
Customers rightfully expect us to act
responsibly and contribute positively
to society through our operations.

Despite not managing the

sewage network as a water-only
company, we have a significant
responsibility to protect and nurture
our environment.

We have an inspiring narrative to
share about our environmental
endeavours. These include achieving
record-breaking reductions in
leakage, which helps preserve more
water in the environment. Moreover,
we are actively reducing our reliance
on the chalk aquifer as a water
source, restoring our rivers to their
more natural state and collaborating
with the agricultural community to
enhance soil fertility and improve
water quality in the environment.

-
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Our external

Leadership insights

In conversation with:

Rebecca Froud
Director of Customer Experience
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Our Director of Customer Experience, Rebecca Froud,
joined Affinity Water in January 2023. Rebecca is
responsible for ensuring that we provide an excellent
customer service in everything that we do and manages
our call centres, communications and marketing, demand
management and metering, customer financial support
and developer and commercial services.

Rebecca brings over 20 years of experience in the banking
sector in leading and transforming teams to deliver
excellent customer services and supporting the delivery
of improved experiences for customers.

How should the water
industry adapt to meet
evolving customer
expectations?

The privilege of providing water
means we must constantly listen

to our customers and gain insights,

so we adapt our services and
processes to meet expectation.
The industry needs to be agile
to evolve in order to provide
resilient services to customers
and an exceptional service.

We recognise that we need

to improve our own customer
service. We are utilising new
digital systems and analysing
customer views and insights

into our customer experience.
Through this analysis, we have
identified specific areas such as
billing, reporting a leak, and water
metering which require focused
attention to enhance the customer
outcomes achieved. To address
these areas, we have developed
comprehensive plans centred on

a customer-first approach which
prioritise customer needs and

simplify the way we deliver in order

that we can improve our customer
satisfaction measures.

Our digital tools will also allow

us to adapt and align our core
communication flows for customers
so we can deliver against our
promises, keep them informed

and make it easy for them to do
business with us. In addition,

we have understood the varied
demographic groups we serve and
tailored our support tools. Working
in partnership with our local
communities has also resulted in

us being able to reach previously
inaccessible groups, raising
awareness about the support
services we provide.

Business Overview

What more can the
industry do to support
customers during the
cost-of-living crisis?
Undoubtedly, we find ourselves

in a period of great uncertainty.

The consequences of a once-in-a-
generation global pandemic, the
complexities surrounding Brexit, and
rampant inflation have significantly
pushed up the cost of living.

These circumstances are adversely
affecting certain sectors of our
customer base more than others
and a growing number of customers
are finding themselves in need of
financial support.

Strategic Report

We understand this challenge
and have adapted so we can help
those most in need with a range
of solutions.

Affinity Water takes great pride in
having achieved one of the industry's
largest customer bases benefiting
from our social tariffs; currently over
97,000. Our focus on assisting these
customers who require the most help
remains unwavering, and we are
committed to continuing this and
develop further ways of assistance.

Partnerships are key for us to enable
our messages to reach and engage
with customers — especially those
hard to reach.

Governance Financials

We have partnered with local
government, charities and other
organisations such as National
Debtline, Citizens Advice Bureau,
Money Advice Service, Surviving
Economic Abuse, StepChange
and Turn2Us.

Our partnership models have enabled
us to have a consistent joined-up set
of support tools across a range of
demographics.
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Our external

Our regulators

The water industry needs to comply with the laws, regulations, standards and policies
published by a number of requlators.

We also work closely with our requlators and other industry bodies to ensure our future
plans deliver benefits for our customers and the environment.

of(Mat

Ofwat — Water Services
Regulation Authority

Ofwat is the economic regulator for
the water and sewerage sectors in
England and Wales. It is responsible
for regulating the water industry
and ensuring that water companies
provide consumers with a good-
quality service and value for money.

EA - Environment Agency
In England, the Environment Agency
is responsible for protecting and
improving the environment and

promoting sustainable development.

In the water and sewerage sector,
the EA requlates the abstraction of
water from the environment as well
as the treatment and discharge of
wastewater, sewerage and sewage
sludge back into the environment.
Note: Affinity Water is a water-
only supply company and does not
manage wastewater.

a4 Affinity Water Limited

DWI - Drinking Water
Inspectorate

The DWI is the independent regulator
of drinking water in England and
Wales, responsible for ensuring

that companies provide safe
drinking water that is acceptable to
consumers and meets the standards
set down in law.

7 { y

The voice for water consumers
Y corff sy'n rhoi llais i ddefnyddwyr dwr

CCW - Consumer Council
for Water

CCW is not a regulator, but plays
an important role in the industry by
representing water and sewerage
consumers in England and Wales.
It also handles some customer
complaints about incumbent
water companies, inset appointees
and licensees.

R

defra

Defra — Department for
the Environment, Food
and Rural Affairs

It is the government's responsibility
to establish the strategic framework
and policy priorities within which
requlators such as Ofwat, the
Environment Agency and DWI

must operate.

Defra sets out the policy priorities
that the regulators have a particularly
important role in delivering, and
against which they will be held

to account in respect. of their
independent reqgulatory decisions.

Business Overview

Planning our future, together

Strategic Report Governance Financials

What our customers want shapes what we do. Every five years, water companies
update their business plans using feedback from customers and other stakeholders,
and to reflect the new requirements from our requlators.

This process is known as a price review, and we are
currently in our Price Review 24 ['PR24'] period. We started
this process much earlier than previous price reviews and
over the last few years have already gathered views from
thousands of customers and other stakeholders through
surveys, events and our online community, to help shape
the draft business plan 2025-2030.

We still have some key decisions to make about how
quickly we can achieve the ambitions laid out in the draft
plan and this could have an impact on customers' bills.

Our draft business plan was out for public consultation in
spring 2023 and will help shape the final plan we submit
to Ofwat in autumn 2023.

These are some of the things our customers have told us matter most to them:

Concern over carbon
emissions is increasing,
although customers balance
it with other environmental
drivers, it is an important

area for them. They would

like to have transparency over
cost and effectiveness of our
solutions.
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Our external

Our draft Business Plan 2025-2030 at a glance

Environment

Our ambition is to leave the environment
in a sustainable and measurably improved state.

We will:

e Deliver an investment programme that reduces
the amount of water taken from chalk aquifers
by 35 million litres per day between 2025-2030

e Deliver a programme of river restoration and
catchment management to improve the wider
river environment

e We have committed to reducing operational
carbon emissions to net zero by 2030, helping to
reduce the UK water sector's 2.4 million tonnes of
carbon per year of emissions

i )T
Resilience (&) |
- ‘_‘ ‘,0_-
Our ambition is to be prepared for change, J‘_\ \_L
and resilient to shocks and stresses.

Investing £567 million to reduce leakage by 21.6
million litres per day by 2030 on our path to a 50%
reduction by 2050.

Reduce water consumption by 130 million litres a day
in 2030 from a 2025 baseline.

Install 400,000 smart meters to help customers
understand and control their water usage.

Protect key assets from single point failures.

Additional Flood Alleviation [protecting sites from
climate change).

Increased network calming — an important piece of
work that not only reduces leakage but reduces the
cost of investing in replacement pipes.

Q\
Customers &
Our ambition is to deliver what our customers h

need, ensuring affordability for all.

£83 million package of water quality treatment
upgrades to improve water quality further.

Provide a broad package of support for customers

struggling to pay, including:

e Water assistance voucher scheme and debt
support scheme

e Simple reduced bill tariff scheme

e Tariff and charges trial to support affordability

e Payment breaks and payment plans

e Free repairs of customer supply pipes for
vulnerable customers

¢ Home water efficiency checks to help reduce
water and energy usage

Communities

Our ambition is to work with our
communities to create value for
the local economy and society.

Enhance our programme of collaborative working
with community and local government and
charitable organisations to run local events.

Staff volunteer days to help local communities
and charities.

Improved visitor experience by providing public
access sites including catering and water sports by
third parties and partners.

River enhancement opportunities to support
biodiversity and flood management within the
Colne Valley.

Note — these are the ambitions detailed in our draft plan which may change following our public consultation period in 2023.

PR24 timeline

i Dec 2021 i Jan 2022 July 2022 i Sept 2022 { Nov 2022 i Dec 2022 i Oct 2023 i Oct 2023

i Spring 2024 i July 2024 i Dec 2024 i Decision by
i Ofwat issues i We respond i Ofwat i We respond to

i Water Resources i We submit i Ofwat issues i We issues our Ofwat Feb 2025

i policies and i to a number i issues draft i the PR24 draft Management i PR24 final i Management ¢ our final PR24 i the draft Representations issues Final Whether to
positions of points/ methodology methodology Plan submitted methodology Plan agreed business plan determinations : Determination accept the Final
i for PR24 i consultation i for PR24 i to Ofwat : Determination

: H H : H : : or go to CMA

Water Resources  Ofwat issues

0.
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Our external

Looking to the future Key

Supplying high-quality O Making sure you have QOO Providing a great service Q= Minimising disruption to
water you can trust <, enough water, whilst (Y that you value Jyou and your community
leaving more water
in the environment

Affordability and
Vulnerability

The consequences of a
once-in-a-generation global
pandemic, the complexities
surrounding Brexit, and
rampant inflation have
significantly pushed up the
cost of living.

As a result, a growing
number of customers are
finding themselves in need of
financial support.

We have one of the largest
customer bases benefiting
from our social tariffs,
currently over 97000. We are
continuing to promote the
support we have available
and work with partners to
communicate to hard-to-
reach groups. We have also
developed new forms of help
such as grants for our most
vulnerable customers and will
begin a rising block tariff trial
in summer 2023.

Q0
mg

Securing long-term
resilience

We supply over 3.8 million
customers across Southeast
England, which includes 13%
of London. The region we
supply is one of the most
economically active regions
in the UK. Maintaining a
resilient supply is critical
for our customers and the
region’'s economy.

Our network and resources are
under pressure from climate
change and we are already
starting to see an increase in
extreme weather events. The
plans we have in place through
our regional water resource
plans and five-year business
plans will help to strengthen
our network and resources and
adapt to the challenges that
climate change in bringing.

S Q %
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e Customers

e Communities

Climate change

Climate change is already
causing more frequent extreme
weather events. In summer
2022, our region experienced
its highest recorded
temperature on record at 40°C
and much of the Southeast
was in drought.

The National Infrastructure
Commission estimates there
is a 25% chance of the worst
drought in history happening
by 2050, which could cost our
economy £40 billion.

Our water resources
management plan, in
alignment with the first ever
regional plans for water
resources, ensures we can
meet the challenges posed by
climate change and provide a
long-term sustainable supply
of water, whilst leaving more
in the environment.

% 2 ARY
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e Customers

Protecting the use of
natural capital

Chalk streams are rare, and
we have 10% of all chalk
streams within our supply
area. Abstracting from these
catchments has become
increasingly unsustainable
as population and demand
has grown over time, and we
need to find new sources of
water to protect these special
environments.

We will reduce abstraction
from chalk groundwater
sources where there is
evidence that doing so will
improve the chalk stream
environment. We will

work with our neighbours,
through the Water Resources

Management Planning process,

to find new sources of water
to ensure we can still meet
customers' demand.

2

e Customers

e Communities

Acting in the public
interest

The industry has received
much public scrutiny over the
past year, largely driven by
sewage spills in rivers and
coastal areas.

While we do not manage
sewage, we still have a

part to play in helping our
environment and improving our
local rivers.

Customers expect their water
provider to go further than
their explicit roles and help
society deliver on long-term
challenges such as looking
after our rivers, achieving net
zero, increasing biodiversity
and ensuring sustainability is
embedded in everything we do.

(&)

Find out more about our
approach to sustainability on
page 16

Population and
economic growth

We forecast substantial
population and housing
growth which will increase the
demand for water within our
region by around 10% by 2050.

More people and businesses
will need more water, at an
affordable price, which we
must deliver while protecting
the environment.

In future, we'll need to bring
more water in from other areas
of the region, which will bring
challenges as we will need
different treatment types

as we move from supplying
mostly groundwater, to mostly
surface water.

i Q RY
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e Employees
e Customers
e Communities
e Shareholders

e Regulators

e Suppliers e Communities o Employees e Suppliers
e Customers e Shareholders e Suppliers o eharelsers e Customers
e Regulators e Regulators e Shareholders SRREGHIdESES e Communities
e Regulators e Shareholders
¢ Employees e Regulators J

) O ) e Suppliers Read the How we operate section
. on page 18
Read the operational Read the How we operate section Read the Multi-capital approach
performance section on page 66 on page 18 - Beane catchment case study
U on page 39
Read the Climate change )

Affinity Water Limited

adaptation report and Water
resource management plan
on page 85

Read Our approach to
sustainability on page 16
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Our commitment

At Affinity Water, we are driven by our purpose of providing
high-quality water and taking care of our communities’ environment —
now and for the future.

We are privileged to provide an essential public service and the opportunities that
brings, to create value for the areas we supply, to help improve the environment,
support the local economy, invest in our communities and adapt to the challenges
that climate change is bringing to our region.

Investing in new infrastructure to help
conserve chalk-stream habitats

We're investing around £14 million our pipes. The existing Sundon site
as part of our programme to meet already has a great deal of the
demand by increasing the supply infrastructure we need, making

of water from alternative sources good use of existing assets, and we

so we can reduce the amount we will complete the new conditioning Investment in a new conditioning
abstract from chalk groundwater. plant during 2023/24, allowing facility to allow us to reduce
This project will enable us to do us to reduce local groundwater the amount we take from chalk
this by bringing water down through  abstraction by December 2024. groundwater

existing pipes from Anglian Water's
Grafham Water reservoir, near
Huntingdon, adding to the supply

Projects like this are critical
to keeping more water in the

we already import from there. environmenfc to protgct our chalk- Our al'ignment with the UN
stream habitats, which are home Sustainable Development Goals

Each area's water is different to an abundance of species such T I— —

chemically [even though both as water crowfoot, flag iris, mayfly, i | 9w 19

are safe and meet all relevant brown trout, kingfisher, otters E

standards), so we'll condition the and the nationally endangered

imported water at our new Sundon water vole.

plant to make it compatible with

~
ﬂ . -T"g
- r A
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Celebrating 25 years working with the Chiltern
Chalk Streams Project

In September 2022, we celebrated the 25th 'birthday’
of the Chiltern Chalk Streams Project, a scheme

that aims to conserve and enhance all major chalk
streams in the Chilterns Area of Outstanding Natural
Beauty ('AONB'], and to encourage enjoyment and
understanding of them. The partnership includes
statutory agencies, local authorities and voluntary
bodies, and Affinity Water is a regular contributor to its
important work, by raising awareness of chalk streams,
reducing abstraction, restoring rivers and managing
invasive non-native species. Chalk streams are a
globally threated habitat and the Chilterns has nine.
At the celebrations, the organisation also launched its
new report on the state of the Chilterns chalk streams,
highlighting the pressures on these beautiful and
fragile habitats.

In March 2023, we strengthened our partnership
working with Chiltern Chalk Streams Project, providing
the group with additional funding to help us to
conserve and enhance chalk streams in the Chilterns
AONB and to encourage enjoyment and understanding
of the area. The focus will be on creating public value
through river restoration and conservation work,
education on water use and raising awareness, sharing
expertise and advocacy among common stakeholders.

Our alignment with the UN Sustainable Development Goals

par  Jus-
©

The severity of the 2019 drought
brought the plight of the Chilterns
chalk streams to a wider
audience. We achieved a fresh
mandate and received renewed
investment from Affinity Water,
Thames Water and the Chilterns
Conservation Board, to enable
the Project to grow and increase
its impact both locally and
strategically. With chalk streams
facing unprecedented pressures,
the Project is now well placed to
play its part in their recovery.”

Allen Beechey
Project Manager for the
Chilterns Chalk Streams Project
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Our commitment

Small acts of kindness

This year, Affinity Water colleagues helped a local
charity by using their volunteering day to pack Warm
in Winter gift bags. Many older people will find it
even harder this year financially, and are facing the
unimaginable and impossible choice between heating
their homes or buying food. The charity, Small Acts of
Kindness, aims each winter to distribute up to 10,000
gift bags that will help older people keep warm in
their homes.

The Warm in Winter gift bags contain essential,
practical items including a fleece blanket, thermal
hat, gloves, socks, a mug and hot drinks. All the gift
bags contain a comprehensive pack of literature

that signposts relevant activities and services for
older people. We also provided 13,500 leaflets to the
charity containing information on our Priority Services
Register and reduced bill tariffs.

Our alignment with the UN Sustainable Development Goals

DEGENT WORK AND U
ECONOMIC GRONTH INEQUALTIES
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Water-saving solutions for new

housing developments

In our supply area, new properties are forecast to use an extra 83.03
million litres of water a day by 2032, on top of what is already being used.
We're leading an industry project called Water Neutrality at NAV sites

to establish if the total amount of water used in the community can be
the same as before the new homes were built, called water neutrality.
[NAVs are companies who can be appointed to provide water services to

customers in an area.)

We're working with different industry stakeholders, technology
manufacturers and housebuilders on a water-neutrality blueprint, to help
us future-proof the local water network against population growth. We
will publish our findings for others to follow. Tests include:

e installing water-saving devices in homes as well as in commercial

buildings like schools and leisure centres

e running a behaviour change campaign for residents to reduce water use.

Our first trial is at a site called Bidwell in Houghton Regis, Bedfordshire,
where we are testing how a behavioural change campaign might work in

the absence of water-efficient technology.

Our alignment with the UN Sustainable Development Goals
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Tackling non-native
invasive species

Invasive non-native species ['INNS'] are having

a negative impact on our economy, wildlife and
habitats, and threaten native species by spreading
harmful diseases, competing for resources or
damaging natural ecosystems. Through our INNS

Out scheme this year, we worked with 20 local
organisations to help reduce the spread and
introduction of INNS across multiple river catchments.
The support was both in-kind, with colleagues offering
over 50 volunteer days, and financial, with Affinity
Water donating a total of £65,000 to 16 projects.
These removed Himalayan balsam, cotoneaster and
floating pennywort, as well as invasive aquatic
species such as signal crayfish, killer shrimp, and
demon shrimp. The scheme will run again in 2023,
building on the work that has already been done.

Our alignment with the UN Sustainable Development Goals
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Affinity Water is one of the first UK water companies
to publish open-source environmental data

for the public

In March 2023, we became one of the first water
companies in the country to publish open-source
environmental data for the public. The data is available
through the newly launched Aquarius web portal, which
provides near real-time access to quality assured
environmental data collected by our Environmental
Planning team.

The Aquarius web portal provides users with a wealth
of information related to water resources, rainfall,
river flows and catchment management monitoring.
Users can explore over two decades of environmental
data sourced from over 650 locations with an easy-to-
use map where they can identify statistics and trends.
Data can also be exported and then used for non-
commercial purposes.

The initiative will help to build public understanding
of the water environment and give users an inside view
how we use data to help protect the local environment.

It will provide schools, citizen science, universities and
researchers with a powerful and free educational tool
to aid in lessons, projects and research papers.

The portal will also serve as a communication
channel for regulators and other external stakeholders,
providing updates on the status of the chalk aquifer,
chalk stream flows and rainfall conditions. With

this innovative initiative, we are demonstrating our
commitment to transparency and sustainability —
setting the standard for the water industry to follow.

The Aquarius web portal can be accessed at https://
environmentdata.affinitywater.co.uk/AQWebPortal #

Our alignment with the UN Sustainable Development Goals
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Our stakeholders

We have had discussions with stakeholders across all areas of our
business to better understand what matters most to them and how we
can further involve them in our decision-making.

Together with our stakeholders,

we tackle challenges head on and
determine what we need to do to
ensure we continue to produce a
high-quality, reliable supply of water
while taking care of the environment
and providing an exceptional service
for all.

The communities we serve are
diverse, and we welcome the broad
range of perspectives this brings
to help improve our services and
strategic plans.

Trust is critical to achieving our
purpose. We must continue to

build trust with our stakeholders
by successfully meeting our
commitments, and be open with
them when we fall short of their
expectations. Building a trusting
relationship ensures we can
continue to engage effectively with
our stakeholders in a constructive
manner and shape the future of our
essential public service together.

‘ Stakeholders we generate value for

Affinity Water's stakeholders

Shareholders

Employees

Our
stakeholders

Stakeholders that influence what we do

.)ard's consideration of
stakeholders in decision-making

Our Section 172 statement explains how the Board ‘k ‘
satisfies itself that it manages relationships W
with each key stakeholder group effectively, and

and strategy.

®

Read our Section 172 statement on page 100
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Ag,
that it knows enough about relevant stakeholder
engagement activities to inform decision-making ‘ i l

Business Overview

Customers

Customers rely on water as
an essential service, while our
business model is based on
customers paying water bills.

e Affordability and support for
vulnerable customers

e Exceptional customer service
e High-quality water
e Leakage and water efficiency

e The environment

Suppliers

We rely on our supply chain to
be able to manage operations
and capital projects, and
partners provide investment and
support, as well as acting as a
source of innovation and new
ways of working.

e Innovation

e Responsible supply chain -
working together to create
positive social and economic
benefits for our communities
and take care of our
environment

e Health, safety and wellbeing

Strategic Report

Key interests of the stakeholders we generate value for

Communities

Our communities bring
distinctive perspectives and
influence on key environmental
and social issues on behalf of
customers and the public.

e The environment and our rare
chalk streams

e Affordability and support for
vulnerable customers

e Sustainable and resilient
water supplies

e Public value

Shareholders

We need confidence and
support from those who invest
in us for the strategic direction
of Affinity Water and the way it
is governed.

e The environment

e Exceptional customer service
and performance

e Financial risk management

e Trust, transparency and
legitimacy

Governance Financials

Employees

Our success depends on the
shared talents, skills and values
of the people who work for

us, and our ability to attract
and retain a talented future
workforce.

e Health, safety and wellbeing

e Equality, diversity and
inclusion

e Skilled workforce — training
and development

e Engagement

e Rewards and financial
incentives

Regulators

The company'’s licence to
operate and the framework it
operates in is determined by the
government and regulators.

e Sustainable, high-quality and
resilient water supplies

e Trust, transparency and
legitimacy

e Exceptional customer service

e The environment

e Innovation

e Leakage and water efficiency

To find out more how we are addressing the key interests of our
stakeholders, please read the following sections:

Our approach to sustainability on page 16

How we operate on page 18

Planning for the future on page 45
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Our focus areas

We are guided by what our

Our approach to materiality

A fundamental part of developing our initial community
strategy in early 2016 was undertaking and reviewing

our materiality assessment to identify and prioritise the
issues that matter to our business and our stakeholders
(including customers and communities]. This evolved into
our Purpose, ESG strategy and reporting.

The assessment looks at the impacts of our activities,
products and services, as well as the expectations and
interests of internal and external stakeholders. The output is
a materiality map that shows and prioritises the issues, as
well as the potential opportunities we have to create value.

The purpose of materiality assessments

The assessment examines all aspects of our business
model and should guide our strategic planning.

By reviewing the results of the assessment, we are

better able to reflect the needs of our customers and
communities within our business plans. A materiality
assessment can also inform what we report upon and help
us to communicate and engage effectively on issues that
are important for customers and other stakeholders.

Strands of engagement

Review process

We've completed a desktop review of our materiality
assessment to ensure it remains current and relevant.

To do this, we used direct stakeholder feedback and
customer insights and third-party research (Ofwat's Trust
and Perceptions report, Water UK's Omnibus Research 2022
report and Savanta trust in water providers survey], media
and political views [Randall's Monitoring, constituent
complaints, party positions], consultation responses
(WRMP] and internal insight sessions across directorates.

Any assessment is to some extent an interpretation of
the views and information we have collected, so to
ensure it remains relevant and accurate we will evaluate
feedback. This includes our consultation processes and
the design of future insight surveys to assess how we
have interpreted our stakeholders' views and priorities.
This work will be part of the ESG subcommittee, which
aims to continuously improve our understanding and
performance in these areas.

OO Phase 1 and 2 regional WRSE WRSF RIS, . 22 82
m e Regional webinars and regional
Plan consultations
Scheme-specific Focused engagement
SROs .
customer engagement with key stakeholders

— WRMP sta"cutory WRMP
consultation

v
o c—
) a—
Additional customer
f engagement to inform
other areas of the plan
Community
consultation on
scheme specifics

(Y Affinity Water Limited

Planning

(DCO, etc)

WRMP statutory
consulation and
company forums

\ 4
PR24 consultation - -
Local stakeholder
engagement on %

scheme specifics
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Materiality mapping

Importance to stakeholders

[¢)]
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10.

11.
12.
13.
14.
15.
16.

17.

18.
19.
20.
21.
22.
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High
(5]

Low

Low

Opportunity to create value

Leakage

. Energy, carbon and net zero

. Resillience and extreme weather,

includes equality and our culture

. Waste management
. Water quality and river health
. Metering

Demand and PCC

. Environment, habitats and biodiversity

Land management, access and recreation,
including public value creating through our land

Chalk streams — abstraction and water resources

Affordability and vulnerability

Health, safety and wellbeing

Diverse, inclusive and skilled workforce
Engaged employees

Supporting local communities
Innovation

Customer service and operational performance

Cyber and data security

Trust, transparency and legitimacy
Political and regulatory environment
Financial risk and management

Ethical supply chain, includes labour rights,
modern slavery, bribery and corruption

Strategic Report

High

Governance Financials

Throughout our annual report, we'll use case studies
to describe what we are doing on material issues
and how we are adding value — across our six capitals.

What our customers have told us

e To ensure we address leakage and water
efficiency as effectively as we can before
taking other measures.

e To optimise our existing network to improve
connectivity, both locally and further afield,
to maximise the use of water.

e To prioritise future water-supply options
they feel have less long-term impact on the
overall environment and have more obvious
wider benefits. Although they recognise
the local disruption of such schemes as
reservoirs, they see these solutions as more
favourable overall.

What our stakeholders have
told us

e They support the significant leakage and
water-efficiency measures we propose,
as well as the greater protection for the
environment through reduced abstraction.

e To be more transparent — provide the
detailed information that helps build our
draft plan.

e To include a wider range of forecasts for
population and environmental data in our
draft plan, to account for different futures —
and to look at the timings associated with
our approach to planning.

e To continue to address the concerns held
by some stakeholders on specific water-
resource options identified for development.
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Our strateqgy

Business Overview

Our strateqgy sets out our short and long-term ambitions to tackle
the challenges we face, to create value for our society and the

wider water sector.

Our purpose

Why we exist

To provide
high-quality
drinking water for
our customers
and take care of
the environment,
for our
communities now
and in the future

Water resources
management plan

Every five years, we
produce a Water
Resources Management
Plan to ensure water

is available for

our customers and
communities.

Our plan sets out how we
will provide a reliable,
resilient, efficient and
affordable water supply
to customers for the next
50 years, while protecting
the environment.

Our plan addresses

the need to balance

the availability of

water supply with the
demand for water from
customers. We also
continue to strive to help
protect the environment
and improve the resilience
of our water supplies

to droughts and other
challenges.
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Our Strategic Direction Statement ambitions (2050])

The systems that Affinity Water will work within: The people that Affinity Water will work with:

Aim: Work with our communities to create
value for the local economy and society.

Aim: Leave the environment in a sustainable
and measurably improved state.

We will work with our customers and
communities to restore the environment into
a sustainable state where it can regenerate
itself so that it can continue to provide its
assets and services to support current and
future generations who will enjoy its natural
wealth.

Create a collaborative relationship with all
our communities, allowing us to act together
with common purpose to deliver a society and
environment that are mutually sustainable,
based on:

e Building trust and transparency

e Enhancing environmental and social health
to provide value to our
communities

e End unsustainable abstraction from chalk
groundwater sources

e Achieve net zero carbon by 2045 (and 2030
for our operational emissions)

Communities

Environment

Aim: Leave the
environment in a
sustainable and

6 ‘CLEAN WATER glmn,lmmm 10 REDUCED 1 CLIMATE
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e Reducing our impact in the water
environment
e Deliver a net gain in natural capital
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Resilience Customers

Strategic Report Governance

Aim: Be prepared for change, and resilient
to shocks and stresses.

We will invest with our stakeholders to
create a more resilient community able to
cope with and respond to an increasingly
uncertain future.

e Ensure a resilient supply of water for our
customers

e Ensure our physical assets are resilient
for the long term

e Ensure our people, processes, suppliers
and finances remain resilient

5y | 6 ietie [ 8 Hoccon | 9 b
i | &

(&,

Read the How we operate section
on page 18

Aim: Be prepared for
change, and resilient
to shocks and stresses.

Aim: Deliver what our customers need,
ensuring affordability for all.

We will develop a constructive,
collaborative relationship with our
customers which enables us to work
together to deliver for the future.

e Exceed customers' expectations for
drinking water

e Personalise our services to support
different needs and wants

e Take care of our vulnerable customers
and ensure affordability for all

Financials

Supplying high-quality

water you can trust

e Maintain high water
quality

e Catchment
management

e Water treatment

Making sure you have

enough water, whilst
leaving more water in
the environment

e Abstraction reduction

e PCC reduction

e Leakage reduction

Providing a great

service that you value

e Keep bills low

e Support vulnerable
customers

e Improve customer
experience

Minimising disruption
to you and your
community

e Reduce supply
interruptions

e Reduce risk of low
pressure

e Invest in our assets

J

Read about our customer
outcomes on page 60

Annual Report and Financial Statements for the year ended 31 March 2023 59



L e
f s .

Business Overview Strategic Report Governance Financials

| I

Our customer

|
|

=
A '

.

FAIR SRR\

Our Business Plan for AMP7 includes a total of 28 stretching performance commitments
that will ensure we deliver our four customer outcomes.

Overview of our performance

It has been a challenging year with extreme weather events and inflationary pressures having an impact on several key
performance areas. Although we did not meet our PCC target, our efforts have resulted in savings of 23 million litres per
day through demand management initiatives. Underlying performance for supply interruptions was strong and we would
have surpassed our target if not for the extreme weather events. We have met our leakage target for the year and are

on track to achieve a 20% reduction by 2025. We maintain upper quartile performance in the industry’'s Compliance Risk
Index, ensuring the water we provide is of the highest quality. Additionally, we have fulfilled all obligations under the

Water Industry National Environment Programme ["WINEP'), completing 23 project units for this AMP.

Our customer outcomes:

Supplying high-quality
Bﬁﬁ water you can trust
(o]

e Reduce the number of contacts about
appearance, taste and odour to 0.67 per thousand
population by 2024/25.

e Meet water quality standards on compliance
failures by scoring less than 2 annually in DWI's
new water quality measure CRI.

v

Read more about supplying high-quality water you
can trust in the operational performance section
on page 62
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Making sure you have
enough water, whilst

leaving more water in
the environment

e 20% leakage reduction on a three-year average
from the 2019/20 baseline.

e 12.5% reduction in PCC on a three-year average
from the 2019/20 baseline.

e Complete river restoration and habitat
enhancement projects under the Water
Framework Directive.

e Reduce water abstraction by 27.3 M1/d by
2024/25.

e Complete eight environmental pilot
projects working in partnership with our
local communities.

e Delivery of schemes within the WINEP
programme.
e Reduce abstraction from environmentally

sensitive sites to nil when flows or levels
are low.
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Read more about making sure you have enough water,
whilst leaving more water in the environment in the
operational performance section on page 64

Providing a great
service that you value

e Improve the overall customer experience provided
to our household customers.

e Improve the overall experience provided
to developer services customers, including
property developers, self-lay providers and New
Appointments and Variations ['NAVs').

e Proactively assist more of our customers in
vulnerable circumstances by understanding and
prioritising their needs.

e 90% of customers in vulnerable circumstances
receiving financial help are satisfied with the
service from us.

e 90% of customers in vulnerable circumstances

receiving financial help found us easy to deal with.

e 90% of customers in vulnerable circumstances
receiving non-financial help are satisfied with the
service from us.

e 90% of customers in vulnerable circumstances
receiving non-financial help found us easy to
deal with.

e Ensuring our services are accessible, easy and
supportive for all by maintaining the BSI standard
for inclusive service provision throughout 2020—
2025.

e Achieve a score of at least 7.8 out of 10 for
customer satisfaction in a value for money survey.

e Identify at least 50 household property gap sites
per year.

e Proactively reducing the number of household
properties falsely classed as empty on our billing
system to 2.10% in 2024/25.
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Read more about providing a great service that you
value in the operational performance section

on page 66

Minimising
disruption to you
and your community

Reduce supply interruptions to customers to
five minutes in 2024/25.

No more than 320 properties affected by a
supply interruption per year of more than
12 hours duration.

Improve IT resilience by a 29% reduction in the
impact of disruption to customers and employees
by 2024/25.

Reduce the properties at risk of receiving low
pressure to 1.118 per thousand properties by
2024/25.

Reduce the average time each property
experiences low water pressure to less than
8 hours 42 minutes in 2024/25.

To have no customers at risk of experiencing
severe restrictions in a 1-in-200-year drought on
average over 25 years.

Reduce the number of mains repairs to 142.3 per
thousand kilometres of network.

To keep outage of production capacity below
2.34% between 2020 and 2025.
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Read more about minimising disruption to you and
your community in the operational performance
section on page 68
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Our operational

Supplying high-quality water

you can trust

.Jr performance

at a glance

In 2022/23, we maintained
high-quality drinking water
through advanced technology
and monitoring systems. Our
outstanding Compliance Risk
Index (CRI) score of 1.092
(lower is better]) demonstrated
industry-leading performance.
Despite challenges like extreme
temperatures and a freeze/thaw
event, we conducted reservoir
inspections and responded
effectively. We increased
storage resilience with the
acquisition of Sundon reservoir
and enhanced treatment works
with UV installations. Energy
efficiency improved by 1.1%,
and our two solar-farm sites
reduced our carbon footprint.
We invested in employee

competence through training
and apprenticeships in water
treatment and operations,

as well as electrical and
mechanical skills.
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Maintain high-quality
water

During 2022/23, we continued to
supply high-quality drinking water
by using the latest technology and
sophisticated monitoring systems
at our treatment works, regularly
inspecting the integrity of our
storage reservoirs, and operating
our distribution systems in a manner
that ensures water arrives at our
customers' properties in the same
condition as it leaves our water
treatment works.

Our Compliance Risk Index ['CRI')
score, the measure used by the
Drinking Water Inspectorate

['DWTI'] to assess water companies’
performance with regard to water
quality, was 1.092 for calendar year
2022 (lower is better]. This was well
within the dead band of 2 for our
performance commitment, and was
one of the leading scores across the
industry in 2022 (with a score of 5
being the ind