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Strategic Report

Strategic Report

Chairman’s Foreword

These are challenging times for the water sector. The need for environmental performance
and resilience is increasing as cost-of-living pressures continue to squeeze household
budgets. Meanwhile, global warming is associated with more extreme weather and, in the UK,
will lead to drier summers and wetter winters. It is essential that we provide resilient water and
wastewater services throughout these changes. We are proud to play our part in taking these
challenges on.

It is a significant time of change for Wessex Water and the wider YTL UK group. The next few
months will feature leadership changes and the launch of a major new cross-sector delivery
business, which underline YTL’s long-term commitment to infrastructure in the UK.

After 36 years of service as Chief Executive, Colin Skellett will hand over the reins at Wessex
Water to our Chief Compliance Officer Ruth Jefferson. Colin leaves the mostincredible legacy.
Colin took the business through the early years of privatisation, steered it through the turbulent
times of Enron ownership and, under his leadership, has built Wessex Water in to a top
performer that YTL has been proud to own for the past 22 years. Colin has the greatest
admiration and standing in the sector and, together with the whole Board, | extend my sincere
thanks for all he has done.

We look forward to Ruth picking up the baton. She brings a strong focus on performance and
compliance, which is of ever-increasing importance and has played an instrumental role in
building wide stakeholder engagement and support to a new approach to environmental
regulation. The Wessex Water Board and the whole team are looking forward to working with
her to build on our strong base and realise our future ambitions.

The Wessex Water team has made promising progress in championing a new approach to
environmental regulation with the Sustainable Solutions for Water and Nature (SSWAN)
partnership. The partnership proposes a different model that can deliver better outcomes for
customers, the environment and water users across whole catchments. Colin explains more
about this and the use of catchment and nature-based solutions to deliver more efficiently in
his review on page 5 and the case study on page 7. In view of the multiplicity of challenges
ahead for water, we need this kind of collaborative, creative approach — and | urge all
interested parties to get involved with SSWAN'’s ongoing programme.

River health is a priority and we are taking action to improve our performance. In common with
other English water companies, every storm overflow on the Wessex Water network is now
monitored — a world-leading position for the English water industry — and we are using Artificial
Intelligence (Al) to survey our sewerage network. These technologies are providing better
visibility, data and alerts which will enable faster responses, allow for preventative action and
guide our capital investment choices.

We understand that the demands of the public, media and politicians for healthier water
courses has rightly grown stronger. Within this context, we are painfully aware that our storm
overflows spilled for longer than they did in the previous year. This was driven by exceptional
rainfall, with 2023 being one of the wettest on record in our region. Despite this, we are
encouraged by the reduction in our serious pollution numbers reported in the year and that
Wessex Water was recognised with a four-star rating on environmental performance, the
highest rating possible. We are now working with government and regulators to explore the
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significant opportunity to deliver nature-based solutions to reduce spill frequency and duration
in future as part of the overall solution.

The cost of living remained high in 2023 and many of our customers continued to experience
economic hardship. We responded by making our support packages for vulnerable customers
and those struggling to pay their bills more visible and easier to access. This included auto-
enrolling just under 5,000 eligible customers on to our schemes data shares with government.
We beat our target of securing 2,300 successful applications for financial assistance, by more
than 400 applications.

More broadly, our customer service continues to lead the industry.

Our capital investment increased by 41% in the year from £325m to £456m, driven by the
profiling of the WINEP delivery programme, the impact of delays to work arising from the
Covid-19 period, strategic maintenance projects and increased cost of inputs to construction.
Dividends declared by the Board were reflective of our performance and represented a 5.0%
return on investment. We are soundly financed and, as responsible investors, YTL stands
ready to invest in Wessex Water’s future, for a fair return. We would, however, like to see
regulation evolve in line with the SSWAN proposals to allow for much better use of nature—
based solutions alongside traditional approaches; this will ensure the solutions we deliver are
truly sustainable for water and nature and best value for all.

YTL Construction UK is a new venture which will bring together YTL'’s global expertise and
supply chains with Wessex Water’'s capabilities to create a new construction business. The
new business will work across all major construction areas, including opportunities within the
wider UK water industry which has proposed a £100 billion expenditure programme over the
next five years. | am delighted that Colin will continue as Group Chief Executive of YTL UK
and John Thompson, Chief Operating Officer of Wessex Water, will move across to lead the
construction business.

These changes further strengthen our ability to take on the coming challenges. At the time of
writing, Wessex Water’'s response to the draft determination for 2025-30 remains subject to
regulatory approval. However, we are committed to delivering record levels of investment and
working towards a future where: rivers are healthier and no longer blighted by regular storm
overflow spills and excess nutrients; everyone is confident water supplies remain safe, clean
and sustainable; our carbon footprint is going down not up; water is affordable for everyone;
as well as working to support nature and biodiversity every day as we deliver our services.

As always, | am very grateful for the dedication of all our Wessex Water colleagues and
business partners; they have shown great service and resilience in the face of significant
pressure. There are many years of investment, delivery and improvement ahead and | look
forward to Wessex Water realising our ambitious plan with YTL’s strong support.

| thank the Lord Jesus for His constant grace and guidance and pray that we continue to rise
up to the challenges we face

Tan Sri (Sir) Francis Yeoh KBE

Chairman
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Chief Executive’s Review

This is my final Annual Report as Wessex Water’s Chief Executive. It has been a privilege to
lead the company from its formative years, to oversee the delivery of so much improvement
for customers and the environment and to help build the industry-leading organisation we have
today.

But the work is far from done. We are at a crucial point for the water industry to meet the
challenges of climate change, low carbon, customer expectations and restoring trust. Dealing
with storm overflow discharges and doing more to support river health is at the top of the public
agenda and therefore ours. We also need to decarbonise and supply a growing population,
whilst reducing the amount of water we abstract and help to improve the natural environment.
This all comes at a time of climatic, technological and societal change, and when people can
least afford to pay for expensive single-problem fixes.

For all these reasons, | want to look to the future rather than the past as | step back from
leading the company. A key feature of our work this year has been as part of the Sustainable
Solutions for Water and Nature (SSWAN) coalition, which has crafted a new vision for the
water environment. Together with Green Alliance, The Rivers Trust, RSPB, The Wildlife
Trusts, Sustainability First, CIWEM and Water UK, we propose replacing today’s fragmented
regulatory model with a catchment-wide approach which works across sectors and prioritises
efficient, nature-based and low carbon solutions. Alignment of the regulatory functions that
govern water, farming, planning and housing development within a common overall
framework, focused on achieving better environmental, social and economic outcomes, will
ensure we have clean, healthy rivers, delivered and paid for in the most efficient way.

The SSWAN project envisages refreshed roles for Government, regulators and regulated
companies and the creation of new Catchment Advisory Boards (CABs) which would advise
regulators on desired outcomes based on local priorities, taking account of what is achievable
and at what cost. The CABs would also provide an ongoing monitoring role; non-compliance
would have strong consequences, with penalties consistent with the ‘polluter pays’ principle.
More information on the thinking can be found at www.sswan.co.uk.

We now need to bring the ideas to life. Project SSWAN has some specific asks of the
government, as shown in the box. My successor, Ruth Jefferson, has been heavily involved
in the work and | know will continue to champion it with our partners.

To have the legitimacy to advocate for change, our day-to-day performance has to be good.
In 2022, we were not content with our performance and have been determined to improve.
Whilst we have performed well in some areas, such as customer satisfaction, we have missed
key targets, notably sewer flooding, where there remains more to do. | am however,
particularly pleased that Wessex Water recovered its four-star environmental rating from the
Environment Agency. | thank all our teams, whose focus and vigilance contributed to us
recovering our position.

Let me also highlight a broader point, given the media coverage of the financial fragility of
some water companies. Wessex Water is not in that position. YTL has been our sole owner
for 22 years and has maintained a simple structure, with a straightforward and ethical
approach to financing. Our financial foundations are strong and we are committed to the long-
term sustainable stewardship of our business.
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We need to continue to build our resilience to the rapidly changing climate, as 2023
demonstrated. It was one of the wettest years on record and inevitably this affected many of
our operations. The high rainfall resulted in a significant increase in storm overflow discharges,
as well as more sewer flooding and minor pollution incidents. We take this deterioration in our
performance very seriously.

We are investing £3 million each month on storm overflows — rising to over £6 million a month
after 2025, subject to regulatory approval. We have deployed monitors on every overflow in
our region to guide our priorities and we are working at pace to deliver both asset and nature-
based solutions to protect properties and waterways, as well as to provide better information
to users of our coastal and inland waters.

The wet weather means we can be certain that there will be no need for any restrictions on
water use — maintaining our 48-year record of no restrictions. However, the climate change
effect of greater variation in temperature and rainfall does impact on ground movements that
can cause damage to our pipes. Even so, in 2023, we reduced our annual average level of
leakage by 1.4 Mi/d (2.0%) from 71.2Ml/d to 69.8Ml/d. This result was achieved by pressure
management and leakage control improvements, which included installing over 6,000
permanent acoustic loggers in our network to aid leak detection.

We also had a successful year in other ways. The quality of drinking water we supplied looks
set to be recognised as industry leading. We had the fewest customer complaints of all water
companies and maintained our long-standing top performance on customer service and
community engagement, reflected in our leading C-MeX score and excellent TrustPilot rating.
Our campaign to raise awareness of the help available to customers struggling to pay their
bills and making it easier to access this help, resulted in even more customers getting the help
they needed from our tailored assistance programme. In addition, we provided over £500,000
of grants through our charitable Wessex Water Foundation.

In October 2023 we submitted our business plan for 2025-30 to Ofwat. The plan sets out our
proposal for transforming water and wastewater services to meet modern expectations —
particularly getting sewage, nutrients and other pollution out of rivers. This is the first of an
important step on a long journey in which there are no quick fixes, despite the urgency of the
call for change. In July, Ofwat published its draft view of our plan which we responded to at
the end of August. More details of our response can be found at
https://corporate.wessexwater.co.uk/our-future/business-plan-2025-2030/updates-to-our-
business-plan-2025-30. We now await Ofwat’s final decisions in December.

We are passionate about the multiple benefits of nature-based solutions and want to deliver
the outcomes our customers demand in the cleanest, greenest and most cost-effective ways
possible. We need to move away from short-term five year price settlements to unlock this
potential. We will continue to work with government, regulators, water companies,
campaigners, customers, communities and delivery bodies across the water, agriculture,
industry and development sectors to back SSWAN's vision for more sustainable solutions for
water and nature.
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Sustainable Solutions for Water and Nature:

Set water health targets at a national and catchment
scale, ensuring policy levers and incentives are in place to
reduce pollutants and deliver targets locally

Link investment and targets across water quality,
flooding, nature recovery, carbon, and climate to create
new sources of funding

Ensure pollution is accurately apportioned to those
responsible, with detailed and transparent monitoring
carried out by public bodies

Establish independent Catchment Advisory Boards

to facilitate local decision making and deliver targets
efficiently

Resource the regulators to drive compliance and
sufficient investment in the water system, using existing
enforcement tools

Set a framework to deliver long-term resilience,
established by an independent body, and requiring
water companies and requlators to deliver against the
framework.

Strategic Report

We owe it to the thousands who work in this industry, those just coming in such as the 92
apprentices and graduates we took on this year, and the millions who depend on its essential
services to get this right. | know Wessex Water, under its new leadership, will play a leading

role.

Colin Skellett
Chief Executive

Wessex Water Services Ltd 6



3N"0J UBMSS MMM
1e123(01d NYMSS 341 1N0OGE S|IR13P ||NJ PR3] UBI NOA

,’SIUSWYI1ILI INO Ul 31N1BU PUB SISBO) ‘SIBALL INO JO A13A0I31
9y3 a1eJaj93de djay |im yoeoidde A1o1einbal mau pasodo.d siyi
‘a1n1n4 3yl ui Ajnjadoy 1nq ‘ob 01 Aem Buo| e aney s "aa11eILIUI

NVYMSS 3yl yiim ab.ieyd syl buipes| sn ass o1 pnoud Ajjeat w,|,,

'S3I1IUNWIWO) pue SWa1sAs 1a1em

1no o1ul buiob 1uswisanulzuedylubis syl Jo asn 158q ay1 yew
UBJ SM UB3W |[IM 11 PUY "U0Ibal J19y1 Ul 3e| puB 1SB0J “I9ALI YIed
Joj uoiinjos 1ybuayl puy o1 diysiauiled ul yiom 01 sajuedw o)
J91BM 104 I3ISE3 YdNul 11 e [|IM NYMSS ‘paiuswsa|dwi §|,
:pres uosdwoy] Ann1o133.41q Aljigeulelsns dnoun

'S1SNIL 341[PIIM

3yl pueisni| sJaAy 3y ‘puelbul adsy ‘Wamid buipnpu
10123s Y3 ssoJoe sdnoub Juaiaylp usamiaqg ‘sn Aq paj UoISSNISIP
pue juawabebus Jo syjuow J31e pawloy sem yoeoidde mau ay |

'23JE |BIO|

9y31 ui siadojanap buisnoy pue A13snpui ‘siawey ‘sajuedwod
191BM SB UINS ‘SI9P|0Yde1S [|B 3pN|dUl PUB [3A3] 1UBWYI1e)

B 1E13S s19b.e] [PIUSWUOIIAUS 93S PINOM SIY | "34n1BU

10} S3W021N0 191130 aA31Yde 01 AjpuaJtaylp bupjiom aq |je pjnod
am moy surejdxa 1eyl Jaded uoissnasip e apisbuoje ‘sio1enbal
pue sia)ewAd|jod 1o} uoi1de 03 || e panss| Sey Uoliljeod
(4n1EN pPUB J31BM 104 SUOIIN|OS 3|gRUIRISNS) NYMSS 3UL
'SUOIIN|0S U0QJed MO|

pue paseqg-ainieu buisn pue 1ayiabol bupjiom seale Juswydied
3joym uo sasndoy buinsabbns AjaA1113)100 a1e am yoeouidde

mau ay] ‘Aiisnpuliaiem syl jo wiogal K1oleinbau oy sjesodoud
Bupesigpunolb paleys aney am ‘sdnolib [ejuswuolIAuD

pue 3N Ja1em buipnjoul ‘suoiiesiuebio 1ayio apisbuoly

*11Snpul J1apim ay3 pue siolenbau
‘saewAdijod 1o} uonrde o1 |jed buisauoid e jo 11e3y 9yl 1B 2R
SI91BM [R1SBOD PUB S3YB| ‘SISALI 1IN0 JO A19A0I31 3y pue ainiep

(NVYMSS) 34NLYN ANY 431VM 404 SNOILNTOS FTdYNIVLSNS AdN.LSFSV)D @

Wessex Water Services Ltd 7




"Jpd'sajem-pue-pue|buz-ul-A1sn0d-191EM-J0-SISA|BUB-BAI}R}IUENY
/¥0/1202/speojdn,/1usiuod-dmn biousiemmmm//:sdiy - 110dal Yd3D T202 YDIelN 34l Uo pased,,

||elano ||eJano 9|ienb
‘ pliy1 puodas Jaddn X3IN-)
» PIEB yigee otrdoL X9pu| Uol1Iedsiies
13WO03SN) MN 3yl Ul uoniisod
23u3119dX?a J2Wo3sSNd Jud||IX]
‘ %S9 %€E’S %0 x[11q 193BM 113y} UO swodul
3|gesodsip 11343 4O 945 UByl Slow
Buipuads siswo1sna jo sbejuadiad
Slilq aiqeployy
» €T 99T - Buipooyy Jamas jeulaiu)
w)sAs abeiamas anndaya uy
‘ 0T €60 00:0 3102S Xapul ysi1 3uelduwo)
» OT+0:00 GES0:00 00:0 (ss:ww) suondnuisiul A|ddns 1a1em

Ajddns 191em 3|qeljal1 pue ajes

ssaiboid 1ealksnoinaid $2/€2|enmdy 0502 319bie) SIW0ILNO

S9I1IUNLWILLOD pUR SI3WO01SNI ||B J0J SIIIAISS 3|qeploye ‘9|geljal apinold o]

s9oeid pue ajdoad SUInIDS

Wessex Water Services Ltd 10



'saoe|d pue ajdoad
BuiAIas 104 stuswwwod duewlopiad Aloienbal 1no 1suiebe pawiioiad aney am Moy 1IN0 13s am ‘sabed buimoo) syl uj

SN 341 Ul saiuedwod ||e ssolie 13piaoid 321A19S 1awo1snd 0T doy e buisg

131BM U0 3WO0dU| 3]qesodsip J13U3 JO 945 UBYl 310w puads |[IM 3U0 ou - A113A0d 1291PM 0192
Buipooly 1amas Jo 10edwi syl buiajey

sinoy aa.y1 ueyy Jabuoj Jo suondniisiul Aiddns 1a1em 01z

9oueldwod A1jenb 1a1em 04001

:bunsbiey ale s JUBWS1LIS LOII3UIJ 21631R11S 1IN0 Ul 1N0 135S ale sadejd pue 3jdoad bulAlas 10} suoligue wial-buoj inQ
Asuinoling

>oed buipes| syl ul ulewal am ‘sajuedwod 191em 1sbuoule IsnaMoH
1e3A s1y1 @duewioad suondnuaiaiul Aiddns 1no 11y os|e 4202 Alenigs4 ul weyuaddiy) ul1s1ng sulew junJai ‘auedyiubis 1nqg ‘9ibuls v

'6T abed

U0 SaWOoy pue seas ‘siaAli 13910.1d 01 buidjay 1ybisul [y “Apnis 8se2 935 - sawil asuodsal ino dn paads 01 sn djay |[IMm SIy | Ylomisu
19M3S 0 s3jiw Auew 1no buoje ‘sadim 18m Ag pasned suoi1dnJ1sqo pue sasdejjod Se yans ‘S13949p 12313p 01 Abojouydsl vy buisn mou
31E 3M ‘2IN1NJ 3Y1 JO 91N183} B 90 01 A|2Y]| J19U1BaM SWSI1X3 210W Yl ‘pasealdul Ajgenialbal sainiadold s,9jdoad Jo apisino pue spisul
410q pauaddey 1ey1 SPOOJ} JaM3S JO 13GQLUNU 3Y1 PUB Uil AAeay 1ualsisiad ayl Japun pa|bbnuiis y10M1au 191eM31SBM N0 I9A3MOH

XBW-D
‘9IU31IadX3 13W01SNI JO 3Inseawl s1emjQ uo Auedwod sbeiamas pue 1a1em dol ayy buisag buipnjaul ‘sJ113aW 321AI9S 18W01SND
1uenja. Jo abuel syl up Jswiopad buipes| e bujuiewsal sn Ul pa1Nsal 92IAISS 19w 01snI 1ea.b Bulisalsp uo snioy buiobuo N0 e
UOI1BPUNO4 1318\ X3SS3/W 9|gellleyd ino ybnolya siuelb pue
11oddns apiaoid 03 panuijuod os|e aAey s ‘pasu Asyy djay ay3 19D S1awolsnd alow uaAs ainsus 0} (del) swwelboid aduelsisse
paJojiel Jno 1apun apiaold am 1ioddns |eipueuy jo abuel apim syl 01 ssa22e Builsooq uo pasnio) aARY M 1B3A SIy ] '1X31U0d
JIW0oU0I3 1Nduip A|Buisesloul syl audsap 0eQZ Aq Alisaod 1s1em pus 01 8bpsjd 1IN0 01 PS13ILIWIOD Ulewa) am ‘A11jIqeploge uo e
Aienb 1a1em BupjuLIp JO sainseaw A3y om1 31 31e 3sayl
1e9A 15B| U0 JUSWaA0Idw 1uedYIUBIS B SBM 3102S X3pU| 3SIY 1USAT 1IN0 pue bulpes|-A11Snpul SBM 3102S Xapu| Sy 9oueldwo) N0 e

:papn|puUl s1ybIybIy swos 'eaualiadxa Jawoisnd 1ealb pue s||iq 3|qeploye ‘Ajddns 131em 3|gel|a) pue 34es :3JIAISS JO S|9A3)
Buipes| apinoid 01 panuiluod am ‘eale s90e(d pue 3jdoad BulAIaS, SY1 UIYLIM ||B4 1BYL SBaJE 1N04 39U 4O 39.1y3 Ul ‘doipxdeq siyi 1suieby

"1 ylm swod 1ey1 sabusjjeyd buimolb ayy ale se ‘'sn yiim st abueyd

31eW||d JO A}J|BaJ 3y 'pI0I3I U0 1SSWIBM PUOISS 3U3 JB3A 3U3 apew sainiesadwsal pjilw ‘3)Iymuesly ‘%052 PUnole Aq awos ‘abeiane
wi=1-buol ay1 anoge AjjlenpiAipul SYiuow 2T 3Say1 40 auiu yiim ‘poriad siy1 anoybnolyy paisisiad s|ans) |esurel ybiH ‘jjejuiel abelsae
w91-buol 3yl 4o 945G T 01 bunenba ‘WWQTET 4O uoileNWNIIE 3beIaAR Ue Y1im ‘uoibal 1IN0 Ul (T/8T 9JUIS) P40 U0 1S3119M 3U3 213M
202 Aleniga4 pue £202 YaIel U39M1aQ SYIUOW 2T 3y ] ‘|[eJulel JO S|9A3)] |euodadxe woly sabusjjeyd Ag pade|dsl a1sm zzQg Jo
SaABMIP3Y pue 1ybnolp ayl wou) buisiie sanss| 1eak Jusiaylp A1SA e Sem 11 ‘'SsimIsyieam 1Ing 'sn 10} A1iopid e paulewsl A1jjigeploye
pue £z0z ul s1abpng pjoyasnoy Jiayl uo s3sod bulal ybiy 4o 10edwi 8y3 [884 01 PaNUIIUOD SIBWOISNI INO ‘2202 YHM UOWLOD U]

'B1BP S,1BDA SIY Ul PR123143. }10M pIRY 31 39S 01 buipiemal 1] ‘Uo 310m 01 Seale B3I SWos ulewal 319yl ybnoy |

MBIAIBAQ

Wessex Water Services Ltd 11



'poliad §T-pIA0) aUL 91e.10129dsu] J31eMm bupulig 3yl Ag pawiyu0d 3q 01 31035 |43 910N
Buiinp panaiyoe sya3yd paanpal 3yl woly dn-yd1ed 03 3IoM M se
196181 G202 YaIe|A JN0 193W 01 A|231jUN UIBLIDI DM JSASMOH 'LWe3]
1IpNe 131eMa1sem 311s ysH-ybiy 1no yiim buieloqgeyjod Agq buipnpaul
‘Alauipds a1ow buppiom pue bupinosal |euoiippe ybnoiyl
paAsIyde sem S|y '965'8T S 1edk Ise| pue /62'8T 0 19b.e) e jsulebe '9JU3I|ISa) 3SPaIoU| 0] SaINSeaW
'$YI31)2 e|d}Iom pue swoy A)jenb 1s1em 6/5°02 JOOHSPUNOM  ga;puaA.d 32ed Ui Ind pue JusAs YIea Wwolj sbuiuiea) ainyded am
'£202 Ul M 341 01 S1UAS 22 pariodal o 'abelane Aisnpul ayl

52-7202 ¥2-£202 €2-2202 22-1202 120202 pawliojladino am usyl usas ybnoyle - 0+ 40 2103s bunuioddesip
 — K13 S, 1B3A 1SP| UO JUSWAA0IdWI 3|gRI3PISUOI B S| 2 JO 31035 |¥3 1IN0
. o— * 00002 '(143) Xapu|Asiy JuaAT 8y} st MA 343 Ag pasn ainseaw Jay1o ay |
96581 64502 /62°ST G2-v202 v2-£202 £€2-2202 22-1202 T2-0202 0000
¥V3A SNOIATYd ¥2/€2 TYNLIY ¥2/€2 1304VL - - .

00002t

(102s) 92e|d 10M B3 Ul pue 3woy 1e A1ljenb 1a1em buippel

.mHEwEwum_n_m\_ 96420V 8/9°€2 00821
SAIIR[NWNI 1IN0 WJ0p13d1N0o 01 3Nuilu0d 0s|e 9w '1ab.ey [enuue (31005) ( ) (1312 XBS53M) XBpUI HSLIUBA
1No Mo|3q Ajpybis a1am am usym JesA 1se| uo Juswanoldwi ue - MM 143 M M) XSpui sl 3
1uswsadejdsl adid pes| 1oy 19b1e1 [enuue 1no 1eaq 1snf am 1eak siy | "vO'T
J03103S 2202 AN0 U0 1uawaA0idwi Ue 0S|e S| YdIYM - £6°0 40 310dS
S2-v202 y2-£202 €2-2202 2e-1202 12-0202 Buipes|-A1snpul ue yum Ainf ur |m@ aya Wwodj 8103s YD pawliyjuod
° 1IN0 paniIal M *(143) Xapu| Asiy USAT 3yl pue (1) Xapu| siy
. o o \\“«“\1 00c'z 9duel|dwo) 3yl :Ssa1IBW ulew omy buisn adueldwod Ayljenb
191em bupjulp sainseaw (JawQ) a1elo13adsu) 1a1epm bupjuiig ay L
826°T 6122 0122
YV3IA SNOIATYd ¥2/€2IvNLIV ¥2/€2 1304Vl S2-7202 ¥2-€202 €2-2202 22-1202 reozoz
(49qwinu) (s19sse 191\ X9SS/M) 0,0\/
paoe|das sadid 9J1A13S UOIIRIIUNWIWOD peaT] 2
‘A|BuIp103e suone Jno 1a61e] vl €6°0 000
HV3IA SNOINTHYd ¥2/€2VNLIV 2/€2 1394VL

pUB 12P1U0 AI3A3 4O 92IN0S 31 31eb11saAUl am asnedaq 1ied

Ul S 19y SSIINS INQ 'PU] SPIRMUMOP JeaA-aAY e Buinuiuod
PUB 13A3 [9A3] 159M0| 3yl ‘A|ddns am S1awo01snd uol|jiw T 3yl
W0JJ S19PIU0D 04T €202 Ul J31eM J19U1 Jo 3aurieadde 1o Jnopo ‘9ueldwod Ajjenb
'91SB} 343} IN0Ge SISWO0ISNI Wolj siule|dwod Jamay pausisibal sm 1918M BupjuLip ainseaw 01 (MQ) 21e1010adsu| Ja1epm bupjug syl

(2402s) (1¥D) @oueldwod Ayjenb 11

AQ pasn SaINSeaW OM] JO 3UO S| UDIYM “(j4D) Xapu| 3sly adueljdwo)
9U1 uo saluedwod sbeltamas pue Ja1em buowe buipes|-Ansnpul
- 31aM pue aseq ybiy Apealje Ue woly £202 Ul SJ1IaW 1UBAS|3.
° * — [|e ssoloe sjuswanoldwi 110dal 01 pases|d ale 9 ‘SIawo1snd

JoJ 1uawalinbay jpruawepuny e s 1a1em bupjurp Axjenb ybiy

§2-¥202 v2-£202 €2-220¢2 22-1202 Te2-020¢

vI'T V0T €01
4V3IA SNOINTYd ¥2/€2IVNLIV ¥2/€2 13D4VL

Aujenb s93em bupjunig

(uonejndod QOO ‘T 42d JaqWINU) S19RIUOI J3W0ISNI A3jenb 1a1em Aiddns 1a1em 3|gel|al pue 3jes

Wessex Water Services Ltd 12



52-v202 ¥2-£202 £2-2202 22-1202 12-0202
o o o o o 00005
0\0\\\0[0 000'09
852’99 6209 19905
dVY3A SNOINTAd ¥2/€2VN 1OV 2/€2 13D4V1L

(102S) ys1 Buipooyy 1smas

‘Buipooyy J1amas Aq pa1ybig

SI3WO1SNI JO Iaguinu syl 3anpal Ajpuedyiubis |1m Syl 9A3119qg 9
PRI Ajejiwis sulewsal uswuisnob buiwodul sy adoy s
1eah syl 4o pua ay3 Ag ueq syl Juswa|dwi 0} padnpoJul 8g PJNOM
uoi1e|siba) pawlyuod 1uswuisaob syl ‘202 |11dy uj 'ssbexolq
95041 Jo asned 1sable| |buls ay3 sadim yiim ‘ssbexdo|q 1amsas Jo
1JNSal B 3l S1U3pIdUl BuIpoo|) JaM3S [PUISIUI JO 0458 PUB [PUIRIX
10 0406 UaAID ‘sadim 1am Ul saisejd ueq 01 pspusiul JuswulIsAob
941 1BY1 SM3U PaW0d|amM am ‘AIBlILLNS MIIAS. [enuue s 1eak 1se| u|

1234 1XaU JI3quinu 3yl 3Jnpal

01 PaUIWI31ap 3l am pue Auew 001 aUO S| 1uapidul buipooy Auy
"€0'9T 40196181 1IN0 BAOQR ‘SUOITIBUL0D 19MS 0OQ’0T Jad S1uapidul
25'8TJ031e1e SIS E2Q2 Ul LBE'2 01 2202 Ul 562°2 WOl) 950l
(jeuss1xa) sai1adold JO SpISINO SPOOY) 19MSS JO Jagquinu ay |

S2-¥202 v2-€202 €2-2202 22-1202 re-020z
—_ T 0z
€8°/L1 2581 €091
4V3A SNOINTYd ¥2/€2IVNLOY ¥2/€2 13D4VL

(suondsuuod 0OO’0T 42d siuspioul)

(jeus21xa) buipooyy 1amas A11adoud Jswoisn)

§2-¥202 2-€202 €2-2202 22-1202 T2-0202 .
———— @ —e
2
1€'1 9S'T 1
dV3A SNOINIYd ¥2/€2 VN1V 72/€2 13D¥VL

(suo13d8uu0d 19Mas 0OO’0T 4=d siuapioul)

Buipooy} 1amas |euaiy|

"¥1'T 40 13b1E1 1IN0 BAOQE ‘SUOIII3UUOD 19M3S 000'0T
Jad spuspipul 9g'T Jo d1el B S| SIY] 2202 Ul 89T Wol) dn uesk
9y1 ul (Jeutaiun) sainiadold apisul SPOO|} J1IMIS 202 S19M 313y |

‘WISAS 1IN0 03Ul 3IUBI|ISSI BI0W PJING [|IM 3M ‘€202

PaSIIa10EIBYI SBY 1BY] 1941EaM 1M A|3WIIX3 JO 3NSal 3yl S| SIY3
1S|IUM "SJ9W03snI 104 aAey ued buipooyy lamas s1aedw) bujieiseasp
3y1 uaalb ‘burwiodyioys yuedyiubis e s siyl 1eyl 1dande sapm

's19b.1e1 Buipooyy 1amas 1no 18w 10U aAeY M eyl paluloddesip

31p 9M ‘@dupwiolad Ayljenb Jaiem bupjuip Ino 01 1SEJIU0D U]
buipool} 1omas

Wa1sAs abelamas ani1days uy

'9/6T Jo1ubnoup Jolew syl 92uls ‘ulaiied buoj-sspedap
e buinuiuod ‘42-£202 Ul papasu alam suondnsal A ddns oy

S2-9202 y2-€202 €2-2202 22-1202 12-0202
o o e o ) 0
T
0 0 0
dVY3A SNOIATHd ¥2/€2TVNLOVY ¥2/€2 13D4VL

(4oqwnu) (sueq adidasoy) asn J91BM UO SUOIIILIISDY

'Sau0z A|ddns Jay1o wouy Ja1em buiinol-al Ag siswoisnd

310W U3A3 BuI1d3ye WO} 15INg 3yl paiuaa.ld am ‘0S op 01 3|qIsesy
SBM 11 9J3Y\ '1N0 pallied sem Jiedal e j1aun Ajddns Jjo s1awo1snd
000’E 143 weyuaddiy) Ul JI0AISS3I IIAIDS 3Y1 JO WBSIISUMOP
1snfulew yuny e U0 1SING VY "E202 Ul SPUOIIS GE SI1NUIW G JO
abelane ue 01 2z0z Ul SPU0IIS OT SIINUIW 1 J0 3beIaAe ue woly

- 150| S1NUIW U] 3Sealoul 1uedyiubis e ul pa1nsal Ajgellalbal

1eak siy1 Areniga4 ur weyuaddiy) ul luspinul Jofew e ‘sieak iyl
snoiaald ayy ul duewloyiad buipes|-A11snpul palaalap buirey

G2-¥202 v2-€202 £€2-2202 22-1202 12-0202 .
00:00
e o —— 4 —e
00:0T
0Tv0 GESO €2:90
dVY3A SNOINTHd ¥2/E2TVNLIY ¥2/€2 1304Vl

(1eaA 1ad A119doud 1ad ss:ww) suondnuiaiul Alddns 1a1epm

suondnuajul Ajddns

Wessex Water Services Ltd 13



'SjuapIoUl
buipooyf pub smoyfiano
2Jnpa. 01 paubisap si awayds
19MaS |0]slig Y1ION 9y L

'djay Ayljigeploye

Pa3U MOU OUM 310M 3WI1-||NJ Ul SIBWOISNI :1U3l|D JO

9dA1 mau e pue sased x3|dwod alow y1og yiim buijesp ale pue
A110eded 01 350)2 aJe salpuabe 1sow ‘s3sisiad sisiid BulAll J0 1502
9U1 Sy 'Sa1duabe a21Ape papuny wod) sawsyds 1oddns |ejpueuy
ino o1 suopedldde jo Jaguwnu 3yl 1oy 19611 1IN0 19W OS|e 3

'00€'2 40190181 A101RINbA!
1IN0 3A0QE 2EY PUB £2-2202 01 Pa.edwiod 852 40 9seaudu|
ue sIsiy] ‘1oddns |elpueuy 104 3duUelsIsse 1o) suoiedydde

[N4SSSIINS 2€/°2 40 91NBL P3|12U0IBI B YLIM 1B3A 3yl Paysiul 9p

‘868’083 4O Jeak ay3 10} 196.P1 1NO PISSIW M

"ISABMOH '/9G'9/F 01 £2/'2/F Woly 1234 SIY1 3501 Spjoyasnoy
000’0T Jod SJJ11e] [RIDOS U0 SIBLW0ISNI 0] U0IINPa |[1q [210] 3U |

52-4202 ¥2-€202 £2-2202 22-1202 12-0202 .
\.\. ﬁ oost
pE— 005'2
\ /A 44 2€L2 00€2
dV3A SNOIATHd ¥2/E2 TVNLIVY ¥2/€2 13D4VYL

(13quinu) sainled paiyl/10123s 3d1Ape Juspuadspul syl

Aq paA1aal aduelsisse 104 suoiedijdde |nyssainns

§2-4202 y2-€202 €2-2202 22-1202 12-0202
* 000°0S
e ®
o 000°00T
€2L'2L £9S'9L 85808
dV3A SNOINTAd ¥2/E2 TVNLIVY ¥2/€2 13D4dVYL

(s1owo1sn2 0O0‘0T 4=2d F) spjoyasnoy 000’0t 4=d

SJJ11e] [BIDOS U0 SI3WOISNI 01 UOIINPaY ||I] |B10L

‘Wwiay3 104 swayds Ajjigeploye 1ybii syl puy 03 SIaWolsnd
3|geus 01 J01e|n2jed A1Iqibia suuo M3U B paydune| e
1340 031 sey dey 1eym 1noge siauiled
UM SU0ISSaS Buisiel-ssausleme pue buuiell +0g pspinoid e
way Jo) djgy 1ybii sy ssedde 01 s1awoisnd 1oddns 01
2eq B1EP 9AISI31 01 3|ge 0S|e 318 9M ‘IUSSU0D YIIM ‘[e1lod gam
e ybnoiyy Aj30a11p Wiay3 03 SISW03ISNI INO 19)3J 01 SS3U||SM
Asuoly uonesjueblo 331Ape 1Gap Yiim BUPIOM 01 pa11Illod e
@8 eys ueot dois, buninp buipnpaul ‘eipawl |BI20S U0
Buiisod pue ‘weyuaddiy) ur syoed 1ualted mau, Ul pue sjooyds

ybnouys sises| buirngasip :suoiedo| pue suopiedlgnd
[eJouab atow ul se [|am se (3N a.e) Asupiy y1im pue sauizebew
[eudsoy se yons) suoiedngnd 1siernsds ul syisape buield
:papN|dul Sa1AIIe INQ 'Ydnol ul 318D 01 wayl sbeinodus 1s8q
[|IM pIES 9ARY S1awo1snd buipiom pue Aiabew buisn ‘sjsuueyd
uoreduNwwod Jo Alsliea e buisn sswayds 1no parowold e
T2 40 abe ay1 01 dn 1sISSy SS93e Aj|RJIlPWOoINe 01 a.1ed buines)
2s0y1 buljgeus 10|1d awsyIS SI8ARS| 818D MBU B PRdNPoIIUl e
12P1U0D JO ju10d 1S4y 1P (SIUN0JSIp |11 Ssplaold ydiym)
BWIYDS 1SISSY N0 0] SIBWOISNI ¥De1}-1SP) 0 PanuUIIU0) e
Suo|IsuUad
pue 310 104 Juswipiedag ayl pue s|Idunod Yim Saleys eiep
BIA SSWIYIS 03 SI9WO01SNI 000’S 19pun 1sn( pajjoius-01ne e
:1eak ay1 ul sebueyd
Buimol|oy ay3 spew ap Asuinol J1swoisnd ay3 buinoidwi pue
SS@22e 0} J8y2Inb pue Jaises djay bupiew uo pasnio) am ‘g2z U|

'SISHI BUIAl| 0 1502 13pIM 33 YHM 313eq

01 buinuuod s1awo1sNd pue 1eak siyl 1eak 9AIINI3SUOD PU0ISS
a1 JoJ buisii s)j1q sbesane 311dsap (191eM U0 BWOodUl 3|gesodsip
11941 JO 945 ueyl a1ow Buipuads suo ou se pauysp) 002 Aq
A119n0d 131PM 01327 3A3IYIR 01 PIAJ0S3. Ulewal am ‘Ajpueriodw
'S9BUPYI 1X31U0D 3Y1 SB UIA3 “SUIBWIS. JUSLWIILIWOD INQ

'ssa1bo.d 1sed uo pjing am 1eak yoes pue

(de1) swweiboid 91uelS|SSE PaIo||e} 1IN0 JSPUN SH11e] 31B1-MO|
pue sawayds jo abues e ybnoiyy 1ioddns 1gsp pue [elpueuy
SAISUS1IXD 3pIn0.d 9 'Paysi|qe1ss buoj si|(1q 191em 119y3 ploye
01 9|ge 3@ 01 Jaw01snd A1sAs buiioddns 03 USWIWWOD INQ
Aujqessujnna jepueuly

S11!9 s|qepioyy

'2202 1aqw=3aQ Ul ‘Al1ea 11 paysiuy Ajjen1de am ‘€202

UDJB|A Ul SWaYIS 3y 9319]|dwod 03 papusiul pey am ybnoyie ‘1oey
u| -abueyd a1ewip y1m adod pue yimoib 1ioddns 01 Aypeded
Buip|ing 1s)1ym 3si1 uofin|jod pue smoplano ‘Bulpooy) 9onpal ||im
U2IYM ‘BWaYdS JaMIS |01S11g Y1IoN INo Jo AISAIISp 3yl 03 sAejap
0u 3q 01 319y} 10} 396181 1IN0 19W 3Mm ‘330U 9A11IS0d S10W B UQ

0 0 0
dVv3IA SNOINTHd ¥2/€2 VN1V ¥2/€2 13D4V1

(syauow) Juswiylied wAl] - awsydS J9aMaS |01slig Y1IoN

"9AISN|3 panoud ‘syuspidul Buipooyy
10 12edwi pue A1jigeqoud 3yl S3SSISSe YIIYM ‘2INSeaL 3Si
Buipooy) Jamas ay1 uo 19b1e1 1N 1eY] 1URSW Ulel JuUS1SISIad 3y |

Wessex Water Services Ltd 14



‘A1j1gelsuina

13WNSU0D 104 PIEPURLS 85122 0S| MU 3U1 SPIEMOL Bupjiom e
192Ued Y1m Bulall s1swo1snd

1oddns 01 an) ale Yy1im diysisulied e buidojansp e
Kem-omy s131iddns ABisus yim eiep aleys

SN 335 ||IM Ydiym 103[o.d ¥Sd [euoiieu syl ul buiredipiied e
Asuinoldn-ubis

[eubip 1no snoidwi 01 gnH 38| Auedwod yasuy yum bupiom e
Sawayds djay 01 U0 SI3W01sN) [0Jua-01ne

01 S9IAIBS 31y pUB S|1DUN0D 3low Yyiim bupieys elep buliojdxa e

:Buipnjpul ‘gz-,202 104 pauue|d saaen Ul

210W Y1IMm ‘9piaoid sm 110ddns syl dojsAsp 01 SnUIIUOD S

"UOISINOLg DIINIDS
SAISN|DU| 10J pJEpURIS USILig 941 paulel1al uiebe aouo aney apm

paulejuiep
dVY3dA SNOINTLd

paulejuiep
v2/€2 IVN1DVY

pauiejuiely
v2/€2 134Vl

(snie3s uonesylyiad)

S9IURISWINAJI 3|geJaUNA Ul SIawolsnd 1oy buliaalsg

§2-¥202 v2-£202 €2-220¢2 22-1202 T2-020¢ o
¢ = o —"
00T
%8'tS %S'8S %0°'SE
¥V3IA SNOIATY ¥2/€2 YNV ¥2/€2 1304vL

(94) 1221U0 |[BN1IE :SIUBISWNIIID B|GRIBU|NA

Ul SI3WOISN 104 SIIIAIRS A1Li01d

52-v202 v2-€202 £2-2202 z2-1202 20202
o — o 0\0 0ot
%806 %?2°86 %00°'06
dV3A SNOIAFYd ¥2/€2 TVNLIV ¥2/€2 13D4V1

(%) 10e1U0D pa1dwalle :S9JURISWNIILD 3|geIaulNA

U1 SISWOISNI 104 SIIIAIRS A11i01d

S2-¥202 ¥2-€202 £2-2202 22-1202 12-0202 0
~— o\.‘ o
%T'9 %T'6 %09
dV3A SNOIATYd ¥2/€21VNLIV ¥2/€2 1394VL

(9%) yoeau :seour1SWNIIID 9|gelau|nA

Ul SISWOISNI 104 SIIIAIRS A11i01d

'9IUe]SISSe Jayling 1sodubis 01 abed
gam Jno pajepdn pue SN 312e1U0d 03 P3aU PUP JUSWSAR3IS]
paJUSLIadXa 3ABY OYM 9SOY] 10} WIOS SUI|UO MIU B PIdNPOIIUL e

slauried Yum }10M am
MOY >2eJ3 sn djay 03 awayds siafy diysiaulied Mau e paydune| e
SUOI1BNIS 3NJLIP Ym |esp wayr diay
01 apinoid am sainiunlioddo buluien pue sjool1 ayi s1owoud
01 pue d|3y BJ1X3 PI3uU OYM SISW0ISNI yum buppiom yeis
110ddns 01 %29 SSaUBIEMY A11[IGBISUINA 1SIL 1IN0 PI1SOY e
(4Sd) 1915169y S921nI3S A111011d 1IN0 pue sawayds Aed
01 d|ay Ino SS90k 01 3Se3SIp ASUpIY JIUOIYI YHM Bulal] 9soy3
110ddns 01 S21ud ul-dolp dn 13S 01 YN 318D ASUPIY YLIM PXIOM e
S32UR1SWINIIID 3|qeIaUINA Ul 3q AW
OyM Jo Bulpuelsiapun pa.ieys e pjing 03 ‘SJIAISS a1i4 3IYSHIM
pUP 13510 8Y3 pue 1om1aN A11D11323|3 ulayinos pue
4S131302S pue uoingrlsig A3n14303|3 piUn [euopien satuedwod
uoIINgLISIp lamod yiim 31eys eiep Aeem-om1 e paydune| e
abenbue|1siy Jiayl se (1sg) abenbueq ubis
USI111g SN OYM SI3W01SNI 10} 3IIAISS B ‘SAITUDIS padnpoiul e
:9M 1B3A 3y31 Ul S311IAIde 1IN0 buowy

'04GE 40 19b1e1 P 1SUIEDE 045'8G

01 5|1B13P (YSd) 1915169y S201A19S A111011d 119y 1epdn 01 S1eak
OM] AI9A9 S19W01SNI buideluod A||n4sssdns Ul sxuewloiad
1IN0 P3PUIX3 2ARY 3\ 'SIU1 UO P|ING 0 3J0M 01 3NUIIUOD IM
"I9ASMOH '%(0'9 40 19b1e3 G2-17202 1IN0 BUIPa3IX3 ‘%4T'6 4O Yeal
B PaA3IY2e aM 13151631 1IN0 U0 SI3W01sNId 000’00T 1240 UM

'S9OURISWNIIID 3|geISUNA JO S9dAL

1310 Ul 3s0y1 01 “JajJo am 1ioddns ay1 Jo dn-axe1 pue ssaualeme
Buisies uo pasnioy osje am ‘d|ay [epueUY 01 SS90 ASes pue

1SBJ U0 SN20J 1IN0 buriouijy 'S32IA13S A11101d Buipn|pul ‘S321AIaS
anIsnpul buipiaold uo yiom 1no apinb 01 SaNUU0D ‘S13118|N
Jawolsn) A1aA7 ‘s1awo1snd ajgelaujna djiay 01 Abaieiis inQ
Kunqessuna 1apim

Wessex Water Services Ltd 15



'SID1s oAy Jo
buiipi a|gissod doj ayi sn aApb
S1amainad Jo 9p£8 pup ‘G Jo 1no

SID1S 9't SDM buiipa jojidisn.y
abpianDp unQ 'siswoisnd 1of
9/IW DJ1X3 ay1 ob ajdoad inQp

wes] Juswsbeuew ased pa1edipsp e bujysiigelss papnjdul

€202 Ul A1IA130e pue SNJ0J JO Seale Ay 'MalAal JURISUOD Japun
Aba1e11s yoeqgpasy 1no sdasy dnodn sauaiadx3 Jswo1sn) INQ
‘A1lunyioddo Bujuies| e se 3oegpssy 1eall 8m ‘SsauIsng N0 SSoIY

"IP3A 1X3aU S1ule|dwod Ul 9Sealdap e Ul 1jnsal pInoys Yyaiym ‘ueld
uonay siulejdwon 92112e1d 153q N0 Ul pauljino syuswaAoiduwl
a1 Jje buipuawsajdwi 01 Pa11IWLWOD UIBWS) M ISASMOH ‘1BaA
1SB| U0 35Ba.0Ul 946 T B ‘saulejdwod g/ 2°c palalsibal am ‘g202 U|

'Sule|dwod uo

B3| pauIeIsSNs, 1IN0 104 UoiiuaW [e1dads e uaAIb a1am pue 3|gel
anbes| s,bopydiem ayy ul buljpuey uredwod uo sbelssae ueyy
19119Q pawliojad osie am (2G7£22) Jawlo41ad 1S10M 33 WO}
Keme sanbes) pue (16'62) JaW.041ad 1597 1XaU 8yl ueyl 19119
Apuedyiubis sem siyl ‘suo11dauuod 000’01 Jd £G' T2 18 ‘Aiasnpul
9belamas pue 131em ay3 Ul Siuie|dwod JO 311 1S9MO| 83Ul SABRY M
1918\ J0OJ [I2UNOY) JAWNSUO0) 3Y3 Wo.j 1ep 1s31e| 3yl 01 buipiodoy
)peqpasy pue siuiejdwo)

'Slawloflad xis dol sy 91eledss mou siulod

15T AjuQ 19b1e1 Buinow e jo buiyiswos buideld spiztenb 1sddn ue
Bupjew ‘panocidwi os|e aney siaad N0 1NQ ‘PSINPOIIUI ISIY SEM
3INSEaW 3Y1 32UIS PIA3IYIE 9ARY 9M [9A3] 153YD1Y 93Ul SI TZ'06 4O
31035 INQ '||BJIA0 YIXIS pue saiuedwod abelamas pue 1a1em syl
1O 41Inoy pade|d a1am am ‘€202 Ul "X3IW-(J ‘SINSeaw 3ousliadxa
1adolaAsp s,A11snpul syl Ul ssuewloyiad ajinenb saddn bunsbiel
‘SI3WO01sN) 19d0jaASP N0 10} 31AISS 181D apinoid 01 Wie 0S|e 3w

6868
dVv3A SNOINTHd

T2°06 -
¥2/€2 VN1V 2/€2 13D4V1

(2102S) Xa-Q

‘Bulgs 01 dn-paubis

MOU 1B €22 pue Moib 03 Sanuu0od 1eYd gam pue buibesssw
1X31 '92IAI35-49S 10} bundo Jsquinu 3y 'Sn yiim yanol uj1sb
0} SI3W03SNI 104 SAem Jo A1311eA B 9pIA0Ld 03 aNUIIU0D MW

J9ouaIadxa Jswoisnd ayl buisiond Jo

9UO0 S| 31N1Nd [eUOIESIUBDIO BY) pUB 131BM X3SSaV 01 9dueiloduw)
159ybiy sy Jo ale Juswanoldwi sNoNUIUOd pue Ayjeng,, :pies
1iodalay] ssiuniioddo bujules| se sebusjjeyd buisas Jo a1nynd
pue AlAisnppul ‘bulpueisispun 1awo1snd Jo yidsp ‘yoeoldde wesl
1IN0 pasield 1UBWSSasSY 104 a11ua) 8y 'sadi1deld Alejdwaxa
Pa1BJ1SUOWSP pUB SIUBWSIIND3I PIPS3IXS M SURSW YDIYM

‘sn|d soueldwod 2z 01 1ybis Wwoly 3103S 1IN0 PIsealdul 9p) ‘pieme
9IUI||93XJ IIIAISS JBWOISND) 3Y1 ‘966 T 2IUIS Py 9ARY M
ape|odde paziud A|ybiy ay1 104 UOI1R1IPSIIIEAY [N JUSMISPUN SM
‘A|[euld 's1e1s oAl Jo buniel a|gissod do1 ayi sn aAeb s1amalnal Jo
06EQ PUB ‘G JO 1IN0 S1e1S g'f, sem Buiiel 1opidisnyy sbelsae 1nQ

'9AI1EO3U SuUleWAL YDIYym 101235 191BM I3pIM 3U]

1noge aAlle.lieu dijgnd a3 se ||am se ‘sabuajieyd paiejal-Jayieam
AQ pa139ye 9q UB) 110g '2202 Wo.} pabueydun ‘@3IAI3S 1IN0 Y1M
PaYSIIES 919M ASU1 PIES 04/ 8 048 J0 13b.1r1 1IN0 pue 1eaA 1se)
06/ 01 paledwod ‘£202 Ul Asuow 104 anjea poob AisA 1o poob
SBM JIAI3S 1IN0 PIBS SI3WO0ISNI 1IN0 JO 04/ 9 1eyl pajuloddesip
9I9M 3M ‘S3INSPIW 13Y10 3Y1 JO 3WOS 12 buIyo0o| Usym ‘ISASMOH

S2-4202 y2-€202 €2-2202 22-1202 12-0202
- %S9
o— %58
%6.L %/.9 %¢E8
dVY3A SNOINTAd ¥2/€2 VN1V 2/€2 1394V1L

(9%) ASuow 104 anjep

'||eJaA0 pUOISS pue
sajuedwod abeiamas pue 1a1em 3yl Jo 151y buiwod ‘exuewlogiad
yb1y 1no pauleluew am ‘€202 U] 'X3IW-] ‘@INSeawl 90ualladxa
13W01SNI A1snpul 191em ulew syl ul jswloyiad ai3enb Jaddn
ue buiag sAkem|e 19611 3Mm “SI3W01SNI pjoyasnoy Ino 1o

6628
dVY3A SNOIATHd

LLT18 -
¥2/€2 VN1V 2/€2 13D4V1

'SJ1sW Jo sbuel e buisn
9oUBWI0419d 1IN0 3INSE3W 9M ‘1YL SPIBMO] JI0M 3M SV "0502 AQ
(1SD3N) XapU| U0I1IB4SIIES 13W01SN) YN J0123s-||e 3y3 ul Auedwod

0T do1 e buiaq 4o 1eq ybiy syl SSA|9SIN0 19S IV ‘B3R SIYL Ul
$S922NS JO SpJepURlS Ybiy aA31yde am pue ‘awil AI3A3 13Wo1snd
K19A3 10} 91UBIIadX JU||9IX3 U 3pIAcLd 01 1uem am A11snpul
121BM IDPIM 3] WOLJ 131BM X3SSIM Sa1eliualaylp 1eyl sbuiyy
33 JO 3UO S| 3IUaIRdXa 1aWo1sN) 40 S|aAl| 1saybiy sy buipinoid
uoI}dejysiles pue JINAIDS

92Ua11adXxa JaW01SNI 1U3|[3IXT

Wessex Water Services Ltd 16



10ADp 341 yim
younbj Julod [jyfay woyuaddiy)

Rjem dey 334
M dn do)

‘payoeal ale s|eob paslbe alsym syuswaaaiyde buiaes

131BM pUB [PIUSWUOIIAUS 3SIUDOD8I 0] UOI1R}IPSIIIR YIBWLISIEM,
pleme pue {202 piw Ul |el1 ayl uo 11odal [euy e sxnpoud 03
puUaUI M 202 |11dy JO pua ay3 1e papnjpuod 123foid ay |

'S1U3PIDU| BUIPOO|) pUB SMO|JIBA0

W101s Jo uonelado ayl 9anpal 01 SUON|OS [BIO) JO Oljoj1lod e
Jo11ed se [9A3] pjoyasnoy e 1e uawabeuew 1a1emulel 191139
ul uonedipilted Jawolsnd abeinodus 01 buryaas os|e a.e s1ojid
353U 19510Q Ul 3be||IA |B1SROI B pUB pIRY) Ul STUSPIS3I Y1IM
S9S0Y 12XP0S puUP S11NQ 191M 0] SaAlleUL] (e buljelil Apualind
9B 9M pUB SSNUIIUOD pup SIYL JO 310Mm 1uswsbebus 1nQ

'SUOIIUBAISIUI YINS 104 SIallieq |edinoeld
3yl pue suojeA;ow ‘a11adde siawoisnd Jo buipuelsispun
Ino 1ay1iny 01 pad|ay sey 1l SIamas 01Ul [|ejulel buipnpal uo

1oedw 1S3poW e AjUo pey 310431343 |11 SIU3 1S|IUM "Uoe|je1sul
11943 104 31geuns sAemyied pue susp.eb pey sajiadold syl Jo
o TT Ajuo Aj218UN1I04UN 1NQ SPaq 3|ge1aban pue s1aplog o1
UMOP paulelp Ajjedi1ewolne aq 01 Ja1emuiel painided syl moje
S3S0Y 12XP0S 3y 'Pa13y S11ng 1a1em buiaey spjoyasnoy Qg
Al1eau yum s1swo1snd yuim lejndod sem IAI9S 3y | 'W1SAS
13M3S 331 4O 1IN0 pue suap.eb ul|ejurel dasy 01 ,S3S0Y I3XR0S,
10 9SN 31 [B1I1 PUB S11NQ 191BM 3314 1940 01 S1ISIA Aduanys
191eM 323 SWoH Jeinbas ino papuedxa sm ‘weyuaddiy) uj

WYHN3ddIHI NI SYHIAVSNIVY ‘AdN.LS ISVYD

'SI3WOISNI 10) S3SOY JR0S pue
suap.eb ulel ‘'s11nq Ja1em Bulj|eisul PIAJOAUL YIIYM ‘SISABSUIRY
SE UINs SaAlleiul uo buipes) pue s1aaoid syjo0. sselb jueas|al
Buipuny ybnouya sjeob paleys syl 110ddns 01 sAem pansind
Wweal $10123uu0) Ajunwiwo) 3yl ‘ezoz anoybnouy buiall jo
1502 8y pue abueyd s1ew|d ;pabiaws SaWwsy3 IN0-puels OM |

"9A314De 01 13U1ab01 }10M pjnod am

1ey1 sjeob paleys Ajnuapl 01 S1USPISaL Ylm paylom pue 1iodplg
pue weyuaddiy) Jo seale syl pa1da|as 9 ‘2202 |1dy Ul paydune|
M U2JIUM ‘S10123uu0) Ajjunwwo)) ‘10)1d Juswabebus paseq-ade|d
"1e3A-0M] ‘9AIIRAOULI LB JO pUa 3y buiyoeoidde mou a.e ap
$103}29uUu0) Alunwwo)

'san11o1d pue sabuajjeyd paleys Uo S3I1IUNWILWOD Y1IM YI0M
ued 3aMm os sdiysuolie|al 19buoiis dojSASp puB SYIoM WBLSAS 131eMm
3yl moy Jo Buipuelsispun asealdul 01 A11 am ‘siy3 4o 1led sy 'sjeob

119Y3 9A31Y2e Saiunwwod buidjay 4o sAem 13410 10 ‘Saiuswe
Jo uoisiaold sy ‘Buissiunion ‘buipung ybnolyl 1 9q ‘sedeid pue
3|doad 01 uoIINGIIILOD PAN|EA B 3¥BW 03 S| S311UNWWOI 1IN0 Y1M
Buiiom U1 sNJ0y INQ 'SOY13 Ssaulsng 3|gisuodsal Ino Jo 1ied se
saAenul pue s1aafoid ‘'sdnolb [edo) Jo abuel 3pim B auNLINU 3m
pue swweiboid uswsbebus A1UNWIWOD SAISUIIXS U 3ARY I

Salunwwod 1abuouys buipjing

'SSaUISNG 341 JO uoielado syl pue s1awo1snd Ino pienbajes o1
S92uaJap JagAd 1no buisealoul AjaA1123]|0d aue 1eyl seale Jo abuel
e sso.loe ssalboid poob bupew ale 9 'sispiacid aunioniiseljul
[P211110 ||e 10} anss| buissald e s| A111n23s 1agAd pue sieak 1usdal
Ul sype11e 1aqAd pasualiadxa aaey Saluedwlod 191eM OM |

524202 ¥2-€202 €2-2202 22-1202 12-0202
o ® ° o ) 0
ot
0 0 0
dVv3IA SNOINTHd €2/22 VN1V €2/22 13DyV1

(syuow) sindino QW3Ss-uou A111NJ3S

f111nd3s 19qAh)

'S2-202 Ul 21nseaw ay1 Jo uoneiuawa|dwi mopeys
U1 a1edpiued [[IM puB “X3|N-g ‘SIBW01SNI SSaUISNq 104 33UaLIadxa
10 3INSPILW JBJIWIS B 3INPOJIUI 01 YoM parioddns aney a3

‘0496 10 186181 1IN0 puIyaqg 1Ng J1B3A 158| WOJ)
9SPaJDUI UR ‘3JIAISS JBL0ISNI JO 2INSPILL 193 W 3y] ‘Spiepuels
92uewlojiad [puoesado ayl Ul 949'E6 PaJ0IS aM 1B3A SIY |

'SBIINIS

J1awo1snd pue buljiq apiroid 01 J3jie1a1 B 10} punose doys 01 3|qe
U33Q 3ARY SI3SN J31M P|OY3SNOY-UOoU ||B ‘£ 102 3JUIS 'SI3W0ISN
SS2UISNQ 01 SIIAIDS 131PMIISEM PUP 191PM 3|RS3|0YM 3pIAoid am
SI3Wwo3}snd ssauisng

'SIUSAS Jofew pue suapipul sbeuew am moy buiaoidwi pue (iom
K13s1|n buipoo|4 1amas buipu3 m)/aemyQ syl Ag pspuswiwodal
se) swa|qo.ld 1eadal sousiladxa oym s1swolsnd 1ioddns 01

Wessex Water Services Ltd 17



‘qn|) Y1NGOA 191SUIWIDM
pup Aingisam ay3 |
u0I1DPUNO 1910//] X9SS3/ 9Y1
ybnouyj s3aafoud Ayjunwwod
jubpiodwi punfdiay am

"ysn|4 03 10U 1eym
pue sassadold Juawieal) abemas 1noge J1jgnd ay1 01 UoIeINP3
pue 1uswWule1IS1uUS y1oq buipiaold lejndod aq 01 psnuiiuod
$311u32 bulpA23l 131BM INO JO SINOY puUag 3yl puUNOLY, INQ

quawabeuew Ja1emulel pue swansAs abeuelp ajgeuie1sns

Se ||am se ‘suapieb pue sawoy J1Iay1 Ul AUsidLa 191em pue asnsiw
19M3S 1N0Qe SIaW01SNI 01 Pay|e1 pue uoibal 3yl SSoJIe SMoys
13WWNS papualle am ‘€202 Jaquwia1das pue 1snbny 1noybnoay |

‘A11peded 01 950)2 MOU 31e SBu00q [00YdS 1NQ '2202 Ul 9168 WOl
dn 'ajdoad bunoA pue ualpjiyd 0S6'4T PayIeal am 1eak siy] "uos.ad
Ul paJaAl|ap pue paubije-wnindiLINd a1e 8Say3 'SHSIA 91IS |euolielado

pue jooyds ybnouiy 1eak Aians ajdoad bunoA pue ualp|iyd
yum Buppiom AQ Ja1em Jo buipueisispun pjing 01 sNuilU0d S

524202 vm.émom .
® & g ® g ﬁooo‘mm
916’8 0S6'v1 0LE'V2
4VY3A SNOINTHd ¥2/€21vNLOY ¥2/€2 13041

(43qwnu) pabebus syuspnis/uaJp|iyd Jo JI3quNN

piom 3y} buipeaids

'SI01ISIA 104 Uoew.ojul pue abeubis anoidw

01 10M pa13|dwod Ajpuad3l 0S|e aAey 3w 'sAepijoy jooyds buninp
S1USAS |eUOIRINPa AuBW Bulpnjul 1eaA AI9AS SI01ISIA JO SpUBSNOY]
1504 9\ 'S31IS U0J1B31I3. pUB JI0AISS3) UMO INO 1B dualladxa

1e216 B pUP UOIPW.IOJUI ‘SS3IIP BpIA0Ld 0] U333 0S|e 3.1 I

'S99PUSIL PUP SISUUNI 009’/ 2 19A0 parioddns pue S1awoisnd
00%'E ueyy a1ow yim pabebus ‘||ypue| wouj s3)130q d3se|d asn
-91buIS 008’25 40 1U3AIND3 33 P31RUIWID 3\ 3417104 338Y SN
24B3S3Y 193uUe) pue HOT Weysio) syl ‘suoyielew jjey yieg omy
1e squiod [jyal pue suoiels 1a1em buipiaoid 1eak syl 1noybnoays
S1USAS 1B abessaw ||ypue| 10U ||y, 3y3 pajowold os|e 3w

1eak A19na sa1104 diseld asn-31buls [WO0S 000'0SE punole
Bulaes ‘siulod ||yal 8sayl a10wold pue uleiulew am ‘s|idUNod [e0|
yum diysisuiied uj 1193415 ybiH weyuaddiy) ur un iyl [euy
pue UiyZ @yl Jo uollejjeisur syl yum - ob ayy uo ajdoad 104 181em
Bupjulip 9314 buipinoid - swwesbold uiod [jyal Jno pa1sdwod apm
uoljealdas pue buraqiiam

'S3IIAIDR AJlUNWWoD pue |eruswuoliaug s1oolisselb buiioddns
spunoJ buipuny Allunwwod oml ybnolyl se |jam se ‘sswwelbold
J3ulled [PIUSWIUOIIAUS A3 9AL 1IN0 pUB JIAPY SUaZI1) Aq
papIA0.d SSIIAISS 9JIAPE 1G9p 3102 110ddns 03 uollepuno syl
ybnoliyy paanguisip alam 868’/ 953 buljieiod siueld 2-g202 Ul

'Su0IIepUNO4 AJlUNWwwo) 1811end) pue 19s10Q ‘a1IYs1|IM ‘19SI3Wos
U1 yum diysisulied ul ‘SaAIRINIUL [IUSWUOIIAUS PUB |BIJ0S 1S9M
-41nos 03 11oddns [ejpueuy pspssu-yinw spiaoid 01 panuiiuod
‘0202 Ul dn 135S “UOIIBPUNOS 1918\ X3SSaM 3|dr1lieyd ay |
'SUOIIBSIURDIO JUBIBHIP £€ Y1IM SIN0OY 000’ 190 bupeuop

"11ed %001 - 3210J3}10M I31BM X3SSIM 341 1O 940€ - Sanbes|j0d 09/
‘€202 U] ‘Buialiyl s1‘'@2104 1318 ‘Bwiwelbold Buliasiunion inQ
buisaajunjon pue Ajuiey)

Wessex Water Services Ltd 18



'suolewio) abexdo|q Ajies

10919p pUB S|9A3] JaM3s 101pa.d 01 S1SeJ3.104 ||eulel [edojladAy pue buluies| aulyew
S3SN 191SAAIBHWIOS 'PIW|SYMISA0 S3W0I3Q 310MI3U 31 310437 A|le3 3sayl
A412USPI 01 191SSAIRHUIIOLS SIAISS | YlIM palaulied am 0s ‘sadim 1am paysnys 3|
sabex10|g Ag pasned aq Ued S|9A3] JamMas YbIH '9Sn Ul 918 SMO|4I9A0 WI01S USYM W.iee
ue 1966111 pue sadid 19mas Ul S|9A3] 12913 01 S3JIA3P Bulloliuow |y buisn osje ale apm

'S1502 SS3UISNg 93npal pue Aduaidyya anoldwi sn djay 01 abe100y

ASAINS WO.J S12949P SaYISSE|D pue $12313p Aj|[eairewoine Abojouydal |y ‘a9l 3beiooy
ay1 buiyoiem ajiym 1o0ds Aayi s10943p Aue buipiodal Ajjlenuew sanbes)|jod uo bulkja.
1uawdinba A 1)) Buisn 1eak e 1amas Jo WO punole paAanins Ajsnoiaaid ap

JBJ|O|N WY
1uawdo|aAsp pue yaiessal yym diysiauled ul sadid 1smas JO J10MIaU WO0Q'SE
1No ul swsajgo.d 1ods djay 01 |y 40 Jamod ay3 buissauley usasqg aney am ‘punolb mojag
S9A11J319p JOMIS

'sisAjeue 104 sajdwes 191SA0 pue 191em
Apjeam apinold 01 Avisiaaiun Jobueg pue s191SAQ [31UY10 Y1IM PI3I0M SARY M PUY

1IN0 puj 0} 2p0d YO SIY) uedS
£S1.12m 2y} 1200
ajeimoyy pue ainjesadwa)
‘fipnjenb sajem juaund
ay) jeym mouwy o} juem
iSssawunms ppm iy

yieg Jeau ‘113 ybiajiem
1e bulloluow awn-eay
-

S9WOoY pue seas ‘siaAnll 13930.4d 01 buidjay 1ybisul |y xanlsSIsy) 3

'S9SSaUISNQ [PUOIIR31I3. pue AIaysy [e0o| bulwloul suonedyiiou
A111enb 131eM BWN-|P3J Y1IM IN0GIRH 3]00d Ul WISAS |y Ue padojanap 0S|e Sey |yiiun

"3UIY) WINjy pue auly) A3jInQ Iald yinowsuinog

Buipnppul 1ua|[93x3, pa1e. ale 1sow pue AJuaby 1uswuolAug 3yl AQ passasse Apealje
ale siarem buiyieq s,eale ay] 'snieis A1jenb Ja1em jo buipueisiapun 191199 e
apiaold [Im SayIPaQ 9quw0dsog pue yinowsau.inog 1e burioljuow swil-|eal 19sioq U

191BM 31 J31U3 A3yl 21043q
UOI1BWIOJU] 131130 SARY MOU SISWLWIMS pue TZ0Z 32UIS SI0SUS WOol) pa31d3||0d
u93q sey e1ep ‘yieg Jeau uoiiedo| buiwwims piim seindod e aisp ybisiem 1y

‘||BJUIR] JO 1UNOWE 31 Y1IM
Buoje moy Ja1em pue [3A3] Ja1em ‘ain1eladwal 3yl smoys dde syl ‘el1a13eq Se ||3M Sy

'S|9A3| BII310EQ U0 suo1dipald Ajinoy-4ey

anlb 01 swyiiobie sasn yaiym Abojouyda] |viun yiim dde |y ue padojsasp

9M 0S - sableyds|p abemas palesly pue SMOISA0 W101s palenbal ‘ainyndibe
‘941|pIM BuIpN|aUL - S321N0S SNoJsWNU AqQ pa1ae i A1ljenb 191em 1ALl pue |e1seo)

*uoibai ino ui sfemiajem
9y3 12910.d pue 1oyjuow sn buidjay si (1y) @2uabija1u] je1dynIyY

‘ALDD PUB 131S3AIRH WI01S SB UINS
92UabI|[21Ul Y10MIBU INO 01 U] SWIISAS LIPWS

R T .

ik

,

Wessex Water Services Ltd 19



|, .n////..,f....ﬁar...n/....ﬂ ¥
0 i . L%

o
Y
o
=
3
(2]
o)
9
c
[0
n
—
3]
Qe
M
X
o)
(]
0
M

U0QJed 0137 13U 104 002 S 136181 0197,
“1SBJ3104 10ULIR) 3M UDIYM ‘palinbal s} 1eym uo puadap |jim19bie]

€19  UO[NQIIU0I INO 3|gNoQ SHUN A}ISISAIPOI] 4O JBqUINN
Kyis1anipoiq pasealnuj

(jeuonelado) 1eak 1ad 3201 [BIOL
uoqJed 019z }aN

Aep 1ad S131eM |P1SROD pUR SIDALL WO
panowsal uabouiu Jo sauuol |e1oL

Aep 1ad s11eM |R1SROD pUR SIDALL WO

panowsal snioydsoyd Jo ssuuo [e10|

0 SjuspIpUl UoN|jod 4O JBquin
Ayjenb 13)em |e}se0d pue J3AL JU3|[3IXT

%001 S3DU| UoLISER Yyiim adueld
uopeIlsqe 3|qeuley

ssaiboid  Jealksnoinaid p2/eziendy 0502 32biel SIW0ILNO

9|doad pue al1nleu 10} JUSWUOIIAUS 13119q e I3AII3p 0]

JUSWIUOIIAUD 3] Sunueyuy



yiog ‘abprquo
1D buipooyf wouif sassauisng UBWILOIIAUS 3] BUIDUBYUS 10} STUSLLILIWILWOD
pup sawoy buipionbafps 9ouew.olad A103einbal Juslind 1no jsujebe pswiojlad aney sm Moy 1IN0 18 am ‘sabed buimol|oy syl uy

‘A11S19A1p0Iq S,u01b31 3Y1 01 UOIINQIIIUOD INO Buygnop  «

(0702 Ag) ssauisng uog.ied 0laz1vu e buisq

S191BM |P1SEOD pUB SI3ALI N0 Jo Alllenb ayy burioisal

uol1oelIsge 1no ybnoayl JuswuoiAuS 191em Ul JO yljeay ayl bujwiey 1lansu .

:Bupablel ale am ‘0GOZ 104 SWIE 1IN0 1IN0 SIS YDIYM 1U3WS1LIS Uodallg 21631e1s 1no u
Asuinoling

(ISSS) 159193U] 24 UBS [e1IRdS JO S3US
U0 A1IS19AIPOIQ 315004 03 3901E3 1IN0 papasdxa aM '0E0Z AQ suoiiesado Ino Ul [eJINsU UOGJe 8q 03 JUSWHWWOD 1No Aq
puP1S pue suolssiwa seb asnoyusaib ssolb jenuue 1no psanpal Jlayling sy ‘puewsp bupand Ag ssa) 1oeaisge 01 sueld
snonque bupiniesy ‘0g0z2 01 Ue|d Juswabeur|y S321N0SaY 191eM PasIAaI e paysiignd am ‘wiay 1abuo| sy 03 bupyoo?

‘62 3bed U0 yieg ul uoAy JaAry 9yl buidsiold 99s - punolb sH4Y yieg

IP3U 3UO JO 3SBI 3y3 Ul S ‘s13)|ids 1usnbaly 1sow ay1 321 01 S| A3iold 91eipawiw InQ 's|jids 91euUlW|D 03 }J0M 3M

MOY WLIOJUI [|IM B1BP 33 pUB PRI0}IUOLW MOU 1B SMO[JISA0 WI03S N0 ||y 'SUoiIn|jod Joujw Ul 9siJ e pa1alsibal am pue
Ajuedyiubis paieloralsp souewioisd sbieydsip MO[LISA0 WI0LS 1IN0 “ISASMOH "peaye 1eak syl ul ssbusjeyd Ajddns
Aue a1edD13UB 10U Op pUP UOI}IPU0D AY3jeay AISA Ul S194NDE PUB S1I0AI9S3 1IN0 YIM 1,202 JSWWNS 01Ul peay S

'B/INY'T AQ |91 3beJaAe |enuue 1IN0 padnpal am ‘9bexes| uo pue ‘snoLas

Buiwodaqg 11 1usAs.d 01 150WIN 1IN0 Op 03 1UapIdUl uolN|od [errualod A1ans 01 Aousbin yiim papuodsal buiaey
‘Aousby JusWUOIIAUT 33 WOy BuIlBl JUBSWSSISSY SJUPWIOLS [PIUSWUOIIAUT 1B1S-1N0) B PIASIYIR M 'E202 Ul
uordNpal abexes| pue [PIUSWUOIIAUS U0 A|ybiy pawiojad am ‘2g0z 01 1SeJ11U0D Ul ‘9aurWliogiad Jno Jo Swial u)

'/ 9bed uo (NYMSS) 21n1eN puy J91BM 104 SUOIIN|OS 3|geUlR1SNS :APN1S 95BI 935 - Y10M JO pue.s Bujlioxa

pue juepiodw] ue aq 03 Sasiwold SiY | 'SINJeu 104 S3WO0IINO0 191134 JSA|[SP 03 SUOIIN|0S [9A] JusWyd3ed uoldweyd o3
“JUSWUOIIAUS J31BM 3U1 Ul 1S3193U] UB 9ARY 3SIMISY10 10 Y1IM 1DBI91U| 1B S19p|oyayels pue sdnolb [pauswuoliaug
43IM UOIH|POD B P3LLLIOS SABY S/ '94N1N4 Ul ASUOW 104 3NnjeA [ewido sjuasaldal 9suas 1S9pIm a3 Ul JUSWUOIIAUD
ay1 buinoiduwi 1e paiablel uswisanul 1eY1 31NSUS 01 Moy uo bupjuiyl buideys u sjol Asy e buiAeld ale s

MBIAIBAQ

Wessex Water Services Ltd 21



"SUOIUBAID]UI 13]|1DS DLW
01 SN SMoJ|D $343u32 buipA3a.
131DM 1IN0 Wo.f blpp awil-[Day

"I0MIBU J3MIS 1IN0 01U| UOIBI|UUl
11empunolb Ag pasned sabieydsip pain|ip Ajybiy 1eal1 01 suoiin|os
paseqg-a.inieu asn 01 1abes os|e ale 9 'sableydsip ul uonanpal
palinbal 3yl 3A31Y2E 01 UIP113] 210W 3Je puP 143uaq 1502 1s3ybiy
341 3ABY SU0MN|os 9be101S U140 1NG ‘'SI9MIS paulquiod bulisiua
WoJ4 191emulel JuaAald 01 1 91ualayald INo ‘'SUOIIN|OS 4O SWIISY U|

UB]d SMO[JJSAQ
‘WI03S [euoneN uejd paie||0d A|jeuoiieu Siy} U0 pamala 94

Ued 0§02 01 JUSLWIISSAU] paUUE|d 'SPIBOqUSEP MOJISNA0

WI03S SN2y dew S|y} U0 UMOYS S ‘Syusuialinbal Juswuisncb
M3U Y3IM BUl| Ul 0EOZ AQ SMOIaA0 wiio3s (3oedwi 1saybiy 1o
Buyds Apusnbaly 1sow ayy) 82T 18y1ing e anoidwi 01 ueld
SSBUISNG B Pa1HWQNS OS|e aAeY 9 '§202 AQ Sswayds [euoippe
1uedylubis omy Janlap 01 buiwie a1e 1Nq ‘,2-£202 Ul S1nd1no eaixa
AUB JSA||SP 10U PIP S/ 'SIUSWHWWOD 43N|M 4O SPISINO SaWYIS
[PUO1IPPE 01 S31P|3J JUSW1WWIO0D 32UPWI0Sd MO[LIBAC WIS INQ

'6202 Aq
SMOJIBA0 W101s Bul|ids Ajpusnbaly €T Buinoidw ale am (g3INIM)
awwe.bold [eruawuoliaug [euonen A11snpuj 1a1epm 3yl 1apun

'0502 Ag sab1eydsip MOLIaA0 WI01S Wol wiey [e1bojods |je
Buneuwis 03 pa1iwiwod aney am ‘@auepinb |eanljod pue uladuod
2J11gnd 01 asuodsal Ul ‘'ss3|ay1auoy ‘sniels [ea1bojoda poob buiasiyoe
10U 31 B3R 1IN0 Ul SI9AL AYM SU0Seal 3U3 JO - O9T'T 4O 1IN0 aulu

- 048’0 1SN[381NQIIU0D SMOISA0 WI0LS SMoys 1a10jdxT ejeq
uswyIe) sAdusby Juswuoldiaug syl wody elep bupioluow sy |

1e9A 19m Ajjleuondsixs ue sem £202 1Byl palou

Aousby 1uswuoliaug 3yl ‘Ajjeuoieu eiep |Ng3 buniodal v 'siesh
snoiaaad 03 patedwod ybiy sem €202 Ui pabieydsip SMOISAO WI01S
1IN0 sinoy Jo 1aquinu sy ‘A11snpul 191em 3j0yM aul YlIM LUowwod U
SMOJI9N0 WI0}S

‘eale siyl Ul yd3

3y1 ur snieis uaalb buinsiyoe sredidiue s ‘AjaAidadsal o426 pue
9%/ 6 U0 dn ‘||BI9N0 9416 PUR S19SSE paloliuoul e suoiinjjod

J0 9500T pa1/0dal-}|3S 3M 1Byl 108 3yl WOy JB3|2 SISy IN2d0
A9y1 Usym S1UaAS JO dIySIaumo axel pue Adusledsuell asiiold s

UBWISIAUL JBULINS INOYLIM S|9AS| dueLIoIad

[PJ1103SIY 03 UIN131 01 S1I9qUINU 123dX3 10U Op 9M I3ASMOH
'S19QUINU JUSPIDUI paSaIIUI BulIBPISUOD S19SSP PaIoluoW Uo SNI0)
1IN0 paId1s|oq aneY pue (dyld) Ue|d UodNpay USpIau| Uuofin|jod
1no Buimojjoy ‘syuapidul uoinjjod bupnpal 01 P1IIWILWOD UlRWal 3

'2202 Ul 94T6 Woly dn ‘pai03juoil MoU 31 04/00T 0S ‘SMOIN0
W01S QOE'T 4NO || SSOJ2. (]NdT) SI0HUO|A UOIIeINQ JUSAT JO 3N0-||0]
3yl pa19jdwod am ‘A|geiou 150| ‘burioliuow paseasnul sem 1ayioue

Jaguinu Jaybiy ay3 104 10128} |[ESNEI SUO SEM I19U1BIM 19M 3y |

10edWw| paAlj-1Joys e pey 1o Jouiw AIA 313M S1UAS Uoiin|jod asayl
10150}, 'suoiels buidwnd 21ba1e.1s pue sa11u9 buidAda. 191em
'S195SE Pal01IUOW 1B SIUBAS Ul 3SPaIdUl UB SBM 313y WX 000°0T
13d syuspdUI 9O'9E SI (93] UBWLIOHRd 3 'SW #1767 € 4O Y1bua)
1amas Aousby Juswuolinug paslbe ayl Ag pasijewION ‘92T 01 2202
Ul QTT Wody ‘uiebe asol suoiinjjod Jo 1aqLuinu |e101 1IN0 I9ASMOH

1eaA sIy3 (vd3)
1USWISSISSY 9IUBWI0LISd [PIUSWUOIIAUT S Adusby 1uswuoiAug syl

ul bunel 1e1s-1noy 3yl anedal 01 paybiap ale 3 'BuUo 01 [134 SIYL
£202 U11Ng ‘Syuapiaul uoiinjjod sNoLas aAL papI0dal am ‘2202 U|

52-%202 v2-£202 €2-2202 22-1202 0202
- o\.o\ —— s
se
8¥'1E 90'9€ (0} Artrd
4V3IA SNOINTYd ¥2/e21vNLov 2/€2 13D4v1L

(Jamas w)OOO’0T J2d Jaquinu) syuspidul uoiinjjod

‘Apn1s ased 995 ‘sawwelboud

9OUPUIUIBW INO WIO4U| 0 SIY} 3SN 9M 10MISU N0 JO yijeay
9U1 U0 91uabyj|91ul 9pIA0Id 01 SWSISAS 1lews buisn mou aie s
sjudpidul uonnjjod

A111enb 1318M |R1SEOD pUB JBALI 1U3|[3IX3

Wessex Water Services Ltd 22



'941S18153IN0|D
y2N0S |DYLIOL) 1D SPUD[ISM

G2-¥202 ¥2-€202 €2-2202 22-1202

. | ——

T2-0202

0 9

22's SS°'s €€9
4V3A SNOINTHd ¥2/€2TVNLOVY ¥2/€2 13D4VL

(13mas w0’ Jad Jaquwinu) sasde||0d J1omaS

ue|d Juswabeuepy

191EMI1SEV| pue abeulelq - 3/0M1au Ino 1o} ue|d wis)
-buoj 216310115 B BUIpIA0Id ‘B11SGaM 1IN0 U UR|d 1U3Wabeue|y
191eM315e M pue abeulelq no paysiignd sm ‘€202 A U

S2-v202 ¥2-€202 €2-2202 22-1202 12-0202
o————o %0
o ° o F&S
%001 %001 %001
4V3A SNOINTYd ¥2/€2IVNLOY ¥2/€2 13D4VL

'S191em Alluswe pue ysy||ays

‘buly1eg JB3U SIS 6/ 18 3|ge|ieAe S Siul Ajqualind :a1elado
SMO[JI2A0 1IN0 U3YM U0 B1Rp 3WI3-|eal Jeau apiaold 01 paviels
9ABY SM ‘UOILIPPE U] ‘UB]d JUSWaA0IdW] SMOJISAQ WI03S
Ul Pa.011UOW MOU 1B SMO[ISA0 WI01S INO ||B ‘BA0Ge Pa10U SY

(%) (sdiwma) sue(d uswabeuew 1a1emalsem pue abeuielq

‘papasu
1S0W S| 11 a1aym uooe 1ab.el sn sdjay buipueisiapun siy |
1591310 SIS 3yl 3laym Jo Bulpueisispun Ino Ul syuswanoidul
Bunosyas 19b1e1 1IN0 UBY] J1SMO| SeM £202 Ul ysi 1e uonejndod
9yl Jo abejuadlad syl ‘2202 Ul Sy ‘w1 Buo| ay1 1sao buipooy}
J3MBS JO )SI1 8yl 9anpal 01 salba1e.1s dojaasp 01 abpajmousy

SIY1 9sn ued 3 ‘uoIbal Ino Ul st pooy 4o buipueisiapun

1IN0 01 S31B[3 3INSEIW WI0]S e Ul Bulpoo|) Jamas Jo Sk ay |

S2-7202 ¥2-€202 €2-2202 22-1202 20202
. . o
0z
%86°L %86°L %168
4V3A SNOIATYd ¥2/e2 VN1V ¥2/€2 13D4VL

(%) wi0o3s e ul buipooyy 19amas Jo YSiY

w31 buoy
31 A0 S1UDUIQ I9AIISP ||IM 1BU1 SSINSEIW JO 19gUINU B 3ARY I
aininj ay3} Joj buluueld

'045G2 PUNO.e AQ SIaqUINU ||eJ3A0 1IN0 9INpal pue sabieydsip
pa1eaJ1un 31eUIWI|3 pjnom 1ey] 'sabieydsip paieas paiiwlad
Se payisse|dal 8q PINOYS SMO|JIDA0 WI01S PIINPUI-131eMpUnoIn

‘Buiag)am pue Auswe Ajunwuwod
10} "Ajjlerausiod ‘pue A1ISISAIpOIQq 104 S1Yauaq aAiisod Auew
sey os|e 1ey1 uondo 1oedwi moj 4adeayd yonw e s siy |

'951N02I31PM
31 yoral A3Y31 210}3Q SMOJISA0 padnpul-131empunolb woly
sabieyds|p 1ea11 01 SPUR|IaM p|ing 01 S| ‘poliad malAal 921ud
1X3u 31 1o} pa1ablel sawayds Mo|IBA0 82T 1IN0 JO g€ 18
JBAII3P |[IM 3M U21ym ‘yaeoldde InQ 191eMI1SeM paln|ip
Alybiy yans 104 SUOIIN|OS JUSWIIPSI] pue 9DB.I01S BAISUSLU
-u0gJed ‘aAIsuadxa pjing 01 S32U3NbasuU0I |PIUSWUOIIAUD
pue sj|iq uo 1edul] Jo swual U 31elidolddeul 3 pjnom

'S9SSaUISNQ pue s1ap|oyasnoy
AQ paumo “1om1au 3yl JO 940/ bujuiewsl sy 1an0 Jlamod ou
SABY 9M 1NQ ‘UMO am Jeyl sadid JO 0450€D 941 U0 Uo1eljyul
1usAa1d djay 01 sanbiuydal Bujuljal SAIlBAOUUT 3SN URD SN

‘J)1ds B Se pa1unod ||11S S SIY1 1NQ ‘1l S9AI9I3. 1Ry

I9ALI BY1 UBY] J3UB3|D U140 SI 1arempunolb Ajable| ‘sbieydsip
3y 'MO|4I8A0 01 11 Buisned pue Aypeded sy Buiwsymisno
"YJOMIaU 3yl Ul Syaeud Aull ybnolyl 191us 01 191em asned

ued alinssaud dinelpAy ‘ybiy ale sjaAs| J1e1empunolb uaym

'S1UBWYI1LI 131eMPUN0ID Ul puUNOJ 31B SMOJIIA0
wio3s buisej1sabuo) pue bujjids Jusnbauig 1S0W 1IN0 JO Auely

SMO14
-43N0 WYOLS AIDNANI-H3ILYMANNOYD ¥Ood

SNOILNTOS LNIWLYIYL ANVILIM :AANLS ISYD

Wessex Water Services Ltd 23



'9JUa1Iadxa 1930m buiyipg
ay3 aA0Jdwj 03 S3I7/UNLWILWOI
|D20] y1iM buixiom a1p am

S2-¥202 ¥2-g202 €2-2202 22-1202 12-020¢
: o o o o 0 +o
0s
0 0] 0]
4V3A SNOIATYd ¥2/€2 VNIV ¥2/€2 13D4V1

(syauow) (M 1S (yinowuony) [0isHg) syuawalinbas gInim

'snioydsoyd pue usbouiiu Jo [pAOWS. 33 01 S31Bj21 13biel SIy L

G2-v202 ¥2-€202 £€2-2202 22-1202 T2-0202
: . . —_—
— . E
¥'2€ 9'0% 000
dV3A SNOINTHd ¥2/€21VN1IV Y2/€2 13DdVL

'sieak auniny ul adueldwod

MO[} INO UO 110d3l ||IM PUB S31IS 1IN0 SSOJIR S1818W MOJJ 1IN0 ||0]
01 @NUIIU0D 3 ‘SIS dUIDadS 3yl 18 3duel|dwod ujelulew pue
9101531 01 SyuawaAosdwi ssa30.4d pajuswsa|dwi aney s 19biel
%00T JNO P3SSIW AIMOLIBU 3M ‘P3|IBS SB1IS 9314l 9SNedaq

1Ng %66 12 ybiy A1sa paurewsl sa13uad bulpAdal 1s1em 062
pue 1usW1eal]l 131em 8T 1IN0 Wwod sxueldwod ableyds|p 1a1epm

(w) (dINIM-uou) panoidul 1SAL JO W

‘Al1ea 123foud
e burianlap 1a14e ‘A1jenb 1s1em panoidul yiim 1aaL Jo yibusj syl
10} (W'/9T) 196181 3AllR|INWND 1IN0 (W/'0/T) POPI3IX3 0S|e W

§2-%202 ¥2-€202 €2-2202 22-1202 Te2-020¢
_ _ \ 0
\ 00s
8°/ST L°0LT V(91
dVv3A SNOIAIHd ¥2/E2 VN1V ¥2/€2 13D4VL

S2-¥202 ¥2-€202 £2-2202 22-1202 12-0202
%56
® ————  —————¢ %00T
%7166 %066 %00T
dV3A SNOINTHd ¥2/€2TVNLIV ¥2/€2 13D4VL

(o) @auel|dWwod SYI0M JUaWILaI|

9sueljdwod abieyasiqg

'0¥ 40 1906111 3yl BuIpa3IX3 ‘SayIeaq T pue sa1is

pue|ul/IaALl 93143 buipn|aul ‘suoiledo| 1 1e syoaloid paisalsp
9ARY 9M ‘91BP 0] 'P3a1eubisap A[1Ua14nd 10U 31 YDIYM S31IS IBAL
pue |e3seod Jejndod os|e 1ng siaiem bulyieq pareubissp sspnjpul
SIYL "SI91eMm AllUSWe pue Saydeaq Jo JuswAolua syl saueyus
[[1M y1ym s3oafoad JaA1Sp 03 SI9P|0y3Xe3S pUe Salunwuwod
[B20| Y1IM X10M 0} P3SIAIIUSIU| 31 3M ‘3INSeaW SIY1 J1apun

(wpy) A19n113p d3INIM Ybnotyy

A11jenb 1a1em panoidwi ypm 1oL Jo yibuan

"(d3NIM) dwwelbold 1usWwuolIAUT |eUOeN
Aisnpuj Ja1epm a1 Jspun suoilebijgo A101n1e1s 1no e 19W S

Bsw ]I wuw
dV3A SNOIATHd ¥2/E2 TVNLIVY ¥2/€2 13D4dVYL

(suopzebigo jo sniels) syuswalinbal swwelboid

JUSWUOJIAUS [euOllBU A13SNpUl J31em Jo AISAIIRQ

fjenb 191em

S2-%202 y2-€202 £2-2202 22-1202 12-0202
0
— — == 05
9€ 147 ov
dV3A SNOINTHd ¥2/€2TVNLIV 2/€2 13D4VL

(seyoeaq Jo 1aquinu)

9JualIadxa Ja1em buiyieq snoidwi 01 s3I IUNWWOD Yiim Bupiopm

'suonesauab aining pue 1U1IND JO 1YaUSQ Y1 Jo) panoiduw pue
paUIRIUIRW S| S19SSP 131eM31SEM punoib-mojaq Jo y1jeay 19sse
[|BJBA0 U1 18Y1 3INSUS 01 paubisap s ainseaw ay | ‘Mol e Ul 1eak
414noJ a1 JoJ sasde|jod 1amas buidnpas uo 1961e1 1N0 13W o

Wessex Water Services Ltd 24



J910MpunoJb
191Jp buiyoo| senbiuyiay
9AIlDAOUUI 3sn S1S1bojolpAy 1nQ

§2-¥202 ¥2-£202 €2-2202 22-1202 T2-020¢2

0\‘\?\\6./.0

00€-

69T- ovIT- av-
dVY3A SNOIATHd ¥2/€2 VN1V 2/€2 13D4V1

(1234 1ad sanleba)

(uoidweygnis) WsIUBYIBLW SAIIUSIU| UOIIRIISAY

G2-v202 ¥2-€202 £2-2202 22-1202 12-0202
-\'/‘\\\b 0s€-
0s-
61E- vi- 00T-
4VY3A SNOIATHd ¥2/€2 VN1V ¥2/€2 13D4VL

(1e3A 1ad sau11jebay) (313IN) WSIuBYIB N SAIIUIIU| UOIIIRIISQY

1A JO aW3 SIY3 1oy

|9A3] abelaae wis1-buo| 3yl 9A0Ge [|[9Mm 3Je pue 3s|J 01 9NUIU0)D
J34inbe 91100 18310 BY3 Ul S|9A3) J193eMPUNOIN 'S1B3A 00T

UBY31 210W 10} p10J3. U0 Aleniga4 1s9119m ayl burinp sajinbe
[BUD 83 Ul payead S|9As| J81eMpUnoIn ‘019z 03 PadNpal 1DYap
3IN1S|OW [10S PUB [|N4 3J3M SJI0AISS3] N0 13g0310Q JO PU3 3yl Aq
pue JSWLWNS 3y3 4O pua 3yl 1e pides sem abieydal 1s1empunold
pue 1I0AI9S3Y "£202 11dy 32uls 9belane saoge paulewsal saey
S|aA9] Ja1empunoln 'sabelioys Ja1em adualiadxa 03 30adxa J0u
op pue uoiisod poob Alan e ul ale am 202 01Ul J18y1in} buipesH

136183 1N0 y1Im ua1sisuod ‘1ybnolp e ul
SUOI1I111S31 I3ASS JO YSId 18 Sem 39S am uoiejndod sy Jo suoN

S2-v202 ¥2-€202 €2-2202 22-1202 12-0202
® @ ® ® ° 00
o1
%0 %0 %0
dVv3A SNOINTYd ¥2/€2 VN1V ¥2/€2 13D9VL

(%) 3yBNoJp e Ul SUOIIDLIISAL BIBASS JO XSIY

196.1e3 N0 UIYUIM ||2M paUIRWRL ING ‘2202 01
paledwod maib ‘sabeino, 1o ‘suondniiaiul Aiddns psuuejdun 1nQ

G92-¥202 2-€202 €2-2202 22-1202 T2-0202 o
.‘\‘./.\.
[ @ @ < . J c
%940 %ES'T %¥PEe2
dY3A SNOIAIHd ¥2/€2 VN1V 2/€2 13DUVL

(9%) abeano pauue|dun

'SISALI PUB SWE311S 3|qeJIau|NA [BIBASS 01 11oddns Mo papiaold
pue suonoL1sal abesn Aue paploae ‘s1swo1snd |je 01 salddns
pauleURW A|qR1I0JWIO] M PUB SUOIIIPU0D 19119M 01 UIN13) B MES
JBWIWINS 3Y31 4O 1531 9y ISASMOH ‘puewsp Ul ay1ds buipuodsaiiod
B U1IM ‘BUn( JO 3|ppiW 3Y3 Ul Pa1Indi0 £202 Ul sainieladwsal yead
A|ddns 1a3em

uoI1deJ1Sqe 3|geulrisng

'suoeunsap abpn|s anleulal e

Buliojdxa a1e am ‘Abaienns Assalsp wisl-buoj ino Jjo 1ed sy
'sainssald 1ay1o pue suoie|nbal |pruswuoliAua Ul sabueyd o1
anp s1eak buiwod syl 1an0 33npal 01 yueqpue| 3yl Jo Alljige|iese
331 102dX3 01 BNUIIUOD 3M JIASMOH '32UPl|dW0D 9400T Y1IM pug|
013bpn|s Jo [esodsip uo 3xuewlolad N0 paulelulew aARY S

G2-v202 ¥2-€202 €2-2202 22-1202 12-0202
%S6
c o o e —e %00T
%00T %00T %00T
dV3A SNOINTYd ¥2/€21VNLIV 2/€2 13DdVL

(9%) |esodsip abpn|s A1013B4S1IES

s9Jllnosalolg

'9|NPAYIS U0 UleWal 3\ AB[9p OU S31LIIPUI 0197 2I9UM ‘pake|ap
SIaWaYdS 9yl SYIUOLW JO 13qUINU Y1 JO SWI] Ul passaldxa S|
196.p1 3y | S1IUSI BUIPAISTISIEM S,[0FSHE ‘8202 UdJejA Ul
pa13|dWwod g 01 NP SI YdIYM ‘|o1s1Ig Ul Sy1om 1sable| ino 1e
A1peded 1uswipal] 3SPAIDUI 0] SWSYIS B 01 S31L[21 2INSea SIU |

Wessex Water Services Ltd 25



(S[eBEIED]

B3] WI0Ul pue pie 01 310M1au Ino uo s1abb0j J1nsnode usuewiad
0009 1an0 bujieisul buipnpaul ‘sai3iAizde j013u0d abexes| pue
1uswsbeuew ainssaid 1o anoidwl pue 3d3ueyus 01 SNUILLOD S

1B9A SIY1 paAalyde uaaq jou sey 1ab.e1 abexes| syl ‘3 nsal e
Sy Ueak 1se| 1noyealq abeyes| Juedyiubis syi buimoj|os pasesudul
sey abeane 1eak 3313 buljjol 3yl 19ASMOH 'P/IIN #'T Aq abexes Jo

52-7202 y2-£202 €2-2202 22-1202 12-0202
%08
. -~ ° $ .
%00T
%06 %16 %06
dVv3IA SNOINTHd ¥2/€2 VN1V 2/€2 13D4V1

-UOU puUe (323D SWOH Se uMouy|) pjoyasnoy Jo AISA|Sp syl
uo Aba1e.is Juswabeuew puewsp 1IN0 pasnI0) am Jeak siy |

'P/IN 01 40 19b.1e1 1e3A JO pus Ue 01 patedwod p/|I\ 6'1 40 sbuines
Bulianap ‘saniAlde Aouspyys 191em ybnolyl panes 1s1em Jo
3WN|0A 3y 104 196.1P1 1USWIILILIOD 3JURWI0LISd 1IN0 PIPIIIX3 M

‘Aep/uosiad/salll| 6'8ET 18 aul9seq

S2-¥202 v2-€20¢ €2-220¢ 22-1202 T2-0202 o
‘\\\ ﬁ m
9t 6'v ov
4V3A SNOINTFEd v2/€2TVNLIV v2/€2 1304Vl

(9%) Aep e ulyum paxy syes| paniodsal 1awoisn)

|9A3| abelsAE [ENUUE INO PIINPRI 8M ‘E202 U] 'JUSAS MBY1-3Z9314
191uim e pue 1ybnoup syl buninp punolb A1p yioqg yum pajbbniis
M UIYM ‘2202 Wol) A19A0da1 Juedyiubis e apew am ‘sbexes| up
abe)eaq

's|iig AN Jisy}

§2-v202 v2-€202 €2-2202 22-1202 T2-0202 0
\VAM\\\M )
%E€E’'6 %TL %6°6
dV3IA SNOIATYd ¥2/€2 VN1V $2/€2 13D4VL

(uonanpal op) abeyea

0 |0J3U0D Ul g pue ASUOW SAES 01 PRIRAIIOW UIBWI SISWOISNI
‘1313w e 01 uo anow 03 bundo sjdoad Jo saquinu Jaybiy Aybys e
MES 0S|e 9 Adus1dLYa J331em U0 UBIP|IYI [00YIS 000’6 J8A0 Ylim

pabebus am pue 101e|NJ|BI 3SN J31BM 1|4J33BAN1SD SUljUO 1IN0

asn 01 dn paubis spjoyssnoy 005’9 A|leSN 'S11nq 191em 005'S
pue syoed buiaes 191em 9314 000’E Pa1NgL1SIp pue sabessawl

ubledwed JsWwwNs 1IN0 UNJ 01 panuiluod sm siyl apisbuoly

'(sj00yas Ajrewid) siswoisnd

p|OYasnoy-uou TZT PasIA 0s|e 8 ‘sdel pue s3aj101 bupjes| xy
01 95941 4O 76/ 03 paulnial siaquinid pue ‘s3onpoud Jusnyys
131EM pue 32IApe Bulia}o SIsWo3snd pjoyasnoy /2Ty PaMSIA
IM 'sbuines aouspyuod ybiy 1aa1ap Asyi se S1IsiA pjoyasnoy

(Kep 1ad sa.ijebaw)

1uswabebus Aduapyys Aq panes 1a1em Jo 3WN|OA

02-6T02Z 3yl ueyl 1aybiy 9480 1snl mou s| “sisid buial] 40 1500 3y3
wou} buisiie abesn Abisus padnpal Ag 19s40 Ajried Ajpusial siow
pUPB 123)J3 JIWapued §T-PIAG) 3yl 4O 11ed Sapnjaul ||ias yaiym
‘uondwnsuod elided 1ad sbelsae t1esk-aa1yr sy '22-1202 pue
12-0202 Ul 9sn 131em pjoyasnoy paldaye Ajpuedyiubis Jjwspued
BT-PIN0] 8y "BT-/T0Z SAUIS [9A3] 1SSMO| 9yl 1B MoU s pue
95e3.103p A|1e3A SAIINI3SU0D PAIYL BUL ‘H2-£202 Ul Aep/uos.iad
/S911l| 6'2€ T Sem uondwnsuod ended 1ad 1eak-ul sbelsae ||eianQ

S2-7202 y2-€202 €2-2202 221202 20202
|
-— o o ] — 00
09
%¥P’S- %8°0- %710
dVY3A SNOINFHd ¥2/E2 VN1V 2/€2 13DHVL

(uononpal 94) uoindwnsuod eyded 1ad

juswabeuew puewag

"MO| 218 SMO|J JDAII UByM

$321N0S 131PM 9AI1ISUIS A||PIUSWIUOIIAUD WOJJ UOI1IRIISgR 1IN0
92NpaJ A|1ILIUNJOA 01 PISIAIIUSIU 318 3M ‘WISIURYIBW SIYL JpUN
‘uoldweyqnis pue a3y 410q 1e WS|URYIBW SAIIUIU| UO[IIRIISgR
9y1 J0J SIUSWAIWIWOI 3IUPWI0413d 1IN0 199W 0} PANUIUO0I 3

Wessex Water Services Ltd 26



"YINOWUOAY
1D 2.13u3d buijaA33.1 191DM

S, 191D/ XassaM Jo uoisubdxa
uoljjiw 00T 3y **'s129fosd
1918 1s8bupj 1no Jo suQ

"S9A|9SIN0 PaWNSUO] am seb [einjeu 4o SWn|oA
31 9|gnop ‘p1b seb ay1 01 3uUBYIBWIOIG JO S3113W iGN UOH||IW 6
pa1iodxs pue ABJsus sjgemausl Jo ymn/T paielausb am 1esh siy

'p11b Ajddns 191em |euoibal 1no Jo uopielado

3yl pue spiepuels luawiesll abemas pue Jaiem 1a1ybi Ag

USALIP SI SIY] 'asn ABJaus buisil 18510 01 sai1iuniloddo Adusdya
AbJaua ansind 01 aNUIIU0I 3 'Splemuo Ainf woly pauaiadxs
13Y3eam 1om A1aA 3yl 01 anp 1ied Ul ‘S1eak 9AL 31SB| 3yl 4O 1X33U0D
9yl ul ybiy sem ‘sinoy 13emebib ggz 1e ‘asn A11011312919 INQ

'sieak 1ybia 1se|
3U1 J3A0 suolssiws buljjes Aipeals 01 pa)| sey A1101132913 pub N Jo

Sl RO B RIS AR S8 D AR

'A10123[E11 SPIPUMOP S11 BWNS3I 01 SUOISSIWS 103dxa 3w 19b.1e1
$2-£202 S1emJQ 1aw am ‘abesn 1smod pasealdul 01 anp ‘820)1y
GOT 1e 1eak ay1 uo Ajpybis dn a1am suoissiws seb asnoyuasib
ssalb 1no ybnoyy e auswiiwwod ssuewloglad 1no buiplebay

'S21URdWIO0D J91BM 1310 U1IM UOWILLOI Ul ‘SWa1l JO AI0JUSAUI
19b1e| B 3PN DUl 9M ‘MBIARL 3dURWI0LIRd [enuue 3yl buipnpul
‘Buiiodal |enUUR J13U10 104 'MIIASY 331 6T02 3U1 18 18MJO U1IM
paalbe poylaw a30dsaqg e asn am “JUSWIWWOD SdueWwIio)lad
1N0 104 '1Rp SUOISSIWa seb asnoyuaalb Jo S19s om] 110dal

9juew.o}19d AB1dud pue suoissiwg

uoqg.Jed 019z 1aN
J10A19s3l e se sdipua)y 3y3 ul Alienb e jo buisodindsl syl

§2-%202 ¥2-€202 €2-2202 22-1202 T2-020¢2

O g _ 00T
C —_——— .

ot

140)} sot sot
dVv3A SNOINTHd ¥2/€2TVNLIVY 2/€2 1394V1

(2001 suolissiwa seb asnoyuaalin

uoi1do J3JSurI) pue 921N0Sal Jeppay) aul e
SaWaYds Jajsuel] pue bulpAdal 191em 3j00d e
'SS2201d 1UBWISSISSE (|dvyY Ul ubnoiyl

'2r0Z

Aq |euonelado buisq pue fE-£€02 Ul UOI3IDNIISUOD Bulllels 03 MalA e
y1im ‘ssao.d bujuueid syi ybnolyy ssauboud 10y Apeas ubissp suijano
ue dojansp 03 8202 |I3un jeaoldde Buipuny paaisdal sey 133foid ay L

'SUB|d 1uaWabeue|y $921N0S3Y J131BM 1NO U paLYIUSPI S11IU3P

a1n1nJ a1ebiniw 01 ssuoz Ajddns (yinowsuinog) 191epm 1sap Yinos
pUB 131B\ X3SS3M| 01 PaLI3JSUBI] pue pa1eall 34 ||IM 92IN0S M3U SIY |
'eW WG'82 40 A1peded Bupjiom e yiim UOAY 19AlY 33 woly 11 buljy
1ie3s pjnom am 1uiod YdIym e ‘002 [13UN paxiom aq ||im Aienb ay |

JI0A19S3]
e se Buisodindal 1oy sdipus|y ay3 ul Aienb suoisawi) bujuoiduny

e Buindas - 129(01d 81n1dNJ3SeI4Ul 32IN0S3Y 181EM WS1-Buo)
SAI1BAOUUI PUB J0[eW B U0 131BM 1S3M YINOS Y1iM Bupiiom e ap

YIONY3ASIY V SY SAIANINW

JH.L NI AHYVNO V 40 DNISOd¥NdIY :AQNLS ASYD

ssalbold axew 03 snuURUO YdIym ‘suoildo 921nosal 1alem |euoibal
216318115 331431 dojansp 01 saiuedwod 131em burinogqybisu 1no
yim buiieloge|jod ale s ‘puokaq pue eale A|ddns 1no ul papasu
SI31 9I13YM 03 J31BM SAOW 0] SI19jSuell M3u buipnpul ‘sswayds
9pIs Alddns mau Jo Jaquinu e ul 1S8AU| 01 9sodold os|e s

‘abeyes| was 01 saibales

pue bupiaiaw HIeWS ‘SHSIA AJUS1IYY3 193eM JO UOIIPUIGUIOD B 3SN 0}
pU3UI 3\ "UOAY aJ1ysdweH ay3 buipnjpul ‘sjuswyaied s|gelauna
1SOW INO Ul 8E€-/E£02 AQ 902 AQ JUSWUOIIAUS 33 WO} UOI3IRIISqe
9JNpal 01 Ajpuaidugns puewsp bunind siabiel siyl 2oz bunds

Ul ue|d Juswabeuel, $321N0S3Y 1918 1JB.p PISIASL Snofjiguie ue
paysiignd am ‘e1y3Q pue 21jgnd ay3 yiim uojielnsuod buimojjo
bujuue|d sax1nosau 191em

}9b1e3 1IN0 MOjaq papasu siledal sulew Jo 1squuinu ay3 1dey am
'S)yes| paniodal

13WO01SND Ul UonINpal 94/ 2 e Aq padjay sem siy | ‘Aep e
UIU1IM S3e3| pa1iodal J1awo1snd Xy 01 1261e1 1No papasdxa am

G§2-%202 ¥2-£202 €2-220¢2 22-1202 T2-020¢ -
o / e
A{. 08t
€91 €/L21 9VST
4VY3A SNOINTHd ¥2/€21vNLOY ¥2/€2 13041

(sulew wy Jad 1aquinu) siiedal suley

Wessex Water Services Ltd 27



‘uo11pu0l 8jgpinoADf ui Si
9%€£9 ‘buipjoypub|

(1SSS) 1s843u) 24f1nUBIIS
|D128dSs Jo s831S 1no JO

SUONDY "% 68 JO |P101 B :BUIIBA0I3l - B|GRINOARJUN SB PBLISSeD S|
%692 PUE UOIPUO) 3|qeIN0ARS UJ S| 95£9 ‘BUIploypUg| [SSS N0 JO

'SUOI1IB JO 0%/ 3 S, 1B 1SB| U0 9SBa.du|

uedyiubis e sem sy pue|bug [einieN yum paalbe se ‘buipjoypue)
1IN0 Ul (ISSS) 1S9433U] D411Ua1dS [B123dS 4O S31IS 4O Jaquinu e
anoldwi 03 ‘9408 40 13b61e3 B 15UIBBE ‘SUOI1IR JO 0428 P3ISAIISP IM

S9}IS pallaloid

A11S19A1pOIq pasealdu|

S2-v202 ¥2-€202 €2-2202 22-1202 o0z
— ¢ 00T
%/L9 %28 %08
4Vv3A SNOIATFHd ¥2/€2VNLOY ¥2/€2 13D4v1

(%) (S21IS ISSS)

1S9.191U] 2411U3IIS [e12ads Jo S91S anoldwi :jerided |einien

S2-v202 ¥2-€202 €2-2202 22-1202 oz
= — & e
0s
(514 v LE
4V3A SNOINTYd ¥2/€2 VN1V ¥2/€2 13D4VL

(s129l04d Jo 13qUInu)

[enided [eanieu anodwi 01 Siauied Juawydied yum buppiom

'S]UN0JJY pue 110day [enuuy

S/ SIU1 Ul S3INSO|ISI [RIDUBUIL Pa1R|3.-31RWI|D 104 3210Se |
9yl Jo yJomawely ay3 buisn 1iodas paiya ino buiysignd os|e ale s

't202 40 pud ay1 Ag 11odal

uoneidepe sbueyd a1ew|d y1inod Ino ysiignd [jIm s 'SYSH 39Syl
Burispisuod a1ual|Isal ulelulew 03 bulyel a1e am SaINSeaW sy}
Buiuieidxs pue s1ewid buibueyd syl woly S3IAISS 1IN0 01 pasod
S3SI 9y Buimainai saajoaul SIY ] 30y abuey) s3ewi) syl Ul Ino 19
suoisinold Japun abueyd a1ew|d 01 buindepe aie am moy 110dal s
uoneldepe ajewi|)

'0€-520¢

10} ue|d ssauIsng 1no 1oy buipn|oul ‘suoido uog.ed 1S9Mmo|

SU3 U0 Bupyew UO|S|DaP INO 3SISSP 01 SaWaYIS |e1ided Jo uogled
3JI| 3]0YM 331 JO Sa1eWIIS pajie1sp apiaoid 1eys sjool buindope
31E 9\ 'DWNSUO0I 3M 1eU3 S3oNpo.d JSY30 pue S|edjwayd juswiiess
‘S|BII9IBW UO0J3INIISUOD YIIM P31RD0SSE U0G.IeI palpoqula syl
SpN|aUl ||IM SIY L 'U0GIeI [P10} 049Z 13U 3¢ 0} SS3UISNG 3J13U3 1IN0
10} wie am ‘19b1e1 Juswulanob 3N syl Jo peaye siesh 01 ‘0102 A9

'¥2-€202 bulinp spoyiaw

1UaWalNseaw bujjerl usag aney I 'SassaI04d JUBWIRI]

014 SPIXO0 SNOJLU pUB SUBYISW JO SUOISSIWS bullzequiod Jo
wajqold Auioyl 3yl Uo 101235 191BM I3PIM 341 Y1IM 31BI0qR||0D
01 3NUIIUOD 0S|B I 'SUOIIN|0S PaSEg-135se 01 9dualayald ul
paseg-ainieu bumnsind pue 1934 1o bujsjuogiedsp ‘Abisus
9|gemausal 4o 3sn Ino Buiseasnul ‘Aouspyys ABlsus ino buppueape
Buipnjpul ‘'spoyiaw paysi|ge1sa-||am ans.ind 01 anuiIU0d 3

"uoISSILgNS M3IARI JIpoLiad 202 1N0 Ul 0E-5202

10} SUOIIUBAISIUI JO 31INS e pasodold 0S|e am pue SUOISSIWD
u0QqJed 019z 32U 03 dew a@3nod ‘ue(d 1o 1N0 S13S dewa1no.
u0gJed 0132 13U INQ '9PPI3P 341 JO puUa 3yl Agq suonesado

N0 351U0Q./eJ3p 01 UOIIRUILLISISP INO Ul 1SB4PE31S UIBWS! 9M
32Uls syuawdojaaap bupiapisuod abpajd siy1 wou) Aeme paxoeq
aAeY saluedwod awWos 1S|IyM "0£02 Ag suoissiwa |euoiielado 013z
19U 9A3IYIE 01 Pa11IWWod A|9A[R23]100 A11SNpul 191em 3yl ‘6102 U|
0102 pue Qg2 :suejd uonesiuoqg.ielraq

Wessex Water Services Ltd 28



'sio1enbal

K1isnpui Aq jeaocsdde 031 3123[gns ‘0E0Z puUB G202 U3am1aq poliad 1uswisanul
1eak-any 1xau ay3 ur uoiesado mojyiano budnpals uo uoljiw QO3 plodal e

1saAuUl 01 sjesodoud pajiaaun aney pue Jayiing yonw ob 01 bupjoo| a1e am ‘1snsmoH

'salliunwwod buinoqybiau pue uoay JaAly ayi 13910.1d 031 paubisap

s129foad Jo J3quinu B 4O U0 U0 S3SNJ0J APN1S 3seI SIY ] "94,G2 punole Aq a1etado
SMO[JJ3A0 W.I01S SINOY 4O 19quinu 8Y3 9INpaJ 01 JUSWISIAUI Y1UoW B uol||iw
€3ejolled ‘g0z pue 020z usamiaq uoibal ino ul pa1s|dwod buiaq ale 1a1em
paleaJtiun jo abieydsip ayi 01 bunejal s1dafoid Juswanoidwi QT Aj1esu ‘[e101 U

-9bprique e punolb Agbnu s )4y yieg Jo yJed Jed syl ul pajeisul ussqg sey
“191BM WJO3S JO Sa13| 000°S2T buipjoy Jo ajgeded “juel wiols punoib-mojag mau v

@

e

—

‘Buinuniuod

os|e s| ‘buipooy}} 01 pesj ued 1yl Jo1empuno.b o uoizelljyul Jusanald pue wWalsAs
9y3 ulylim 1a1emalsem daay djay 01 bujuial 1amas Jo swwelboid anisualxa

ue se [jam se ‘uoibal ayl ur smoptano Jo burioliuow pue uoirebiisanul pasealou)

‘'SpUB|19M pue spagpaal
Se J2NS SpPoY1aWl 1UaWieal] Uogled-mo| pue paseq-a.nieu alow buipnpoaiul

pue ‘saJ1ua) buijpAda1 131eM N0 JO 24 1B A11Deded 3sealdul 01 1UBWIRaI]
abemas buipesbdn buipnjaul ‘sAem 13410 ul SMO[413A0 Wwi01s buipoel osje ale s

‘Ajpuanbauy
1sow pabieydsip Ajsnoinaad 1eyl uoibal syl ul SMOJISA0 33 3]DB1 01 G202
pue MOU U33M13q buisiiliold a1e am SaWayIs 1USWIS3AUI £T Jo auo si133foid ay |

ZSMO|}19N0 wi0)s buipjde) am ase 3s|a MoH

"340M U0I112NJ1su0d 3yl buninp
punolb Agbn. syl asn ||11s pjnod A3yl 81nsua 01 )4y yieg yiim A|3so|d payiom
M ‘123/0.d siy1 1noqe pawioul siuapisal abprque Agieau buidasy se ||lam sy

"JUSWUOJIAUD 3Y3 01 pauinlal A|9es pue paleall aq 03 911uad buipAial 1ajeme 01
[9ABI} PIEMUO 10} WIISAS 19M3S 3U3 01 191BM 33 suinial Ajjenpelb uayl yuel ay L

‘sa111adoud Agiesu jo buipooyy Buinusaaid sjiym
‘s1911enb-23.y1 01 dn Aq uoay J3A1Y 3yl 01ul sabieydsip 93npa. 01 pa1dadxa si |

'9.1nssald Japun S| WalsAS Jamas paulquod

Y1 USYM |4 ||IM qUR1 3yl ‘€202 Joaqwadaq ul paiajdwod ‘133loid yruow-any

v '9bpuquweT1e punolb Agbni sJ4y yieg jo>ed 1ed syl ul paj|e1sul ussqg sey
“131BM LWI01S JO S3J11| 000°S2T buip|oy Jo 8jgeded juel w.ols punolb-mojag mau
e} am pip uondejeym

‘uoibaut ano uy buibieydsip Ajpuanbaly 1sow €T 3yl JO SUO Se pPayYIIUSPI SEM
‘abplique ul peoy uopuo Joisnf‘punolb Agbni s, )4y yieg lesu moano sy
"10edWw| |PIUBWUOIIAUS 3ARY 1BY1 9SO

pue Aj1usnbauy 1sow abieydsip 1841 SMO}JISA0 WI01S 3Y1 yiim buiniels ‘sbemas
pajeaJiun jo abieydsip ayi buileuiwi|s 03 pa1iiliWod 91e 3\ 'SISIN0IIDIeM
o1ul abieyasip Aj|ea1reWwo1ne pue ‘walsAs syl Ul ||ejulel yanw 001 SI 313yl

41 Buipooy} woly sawoy 13910.1d 01 SIA|BA 31131 SE paubisap 3.1 SMO|4ISA0 WI01S
wjqo.id ayj} buipuejlsiapun

'wa1sAs 1amas ay1 uo ainssald buises Aq Buipooj) woly sassauisng
pue sawoy [eJo| plenbajes 01 buidiay si yieg jo 1sea ayi ur1aafoid uoliw €13 1IN0

HLY8 NI NOAY 43AId FHL DNILII10dd AANLSISVYI

/NN

',

\

Wessex Water Services Ltd 29



‘'9lluad juswileal] 19lem paysiqinial 9yl 01 aJueliua

9y 1e i buijjeysur pue abejjia ay3 01 Jo3e||liqyap 00093 e buneuop Aq diysuonelal
Bupjiom 3s0d SIy1 paylew s 'swayds ay3 4o ssa1boud ayi 1noge pawioul

1day a19m Asy1 a1nsus 01 [12uno)) ysiied ybising yiim A|asojd paylom am pue
saiunwwod Agleau paldaye A|geliaaul uoi1dniisuodal ablie| e yons bunajdwo)

A lunwwod ay3 yiim bunjiom

'S1S0J pue

1unidioo} uogJed ano ‘inoge| bupnpal ‘pajquiasse-aid paiddns pue painiiejnuewl
‘paubisap aq ued juswdinba yoiym 1e ‘Juswiiedsp pjing 911S-40 J91BM X3SSIMW
pa1e2Ipap B 4O UOI1RaJd 3Y3 Ul paynsal sey 133foid ybis|ing ayi 4o ssa3ans ay |

SjuswaA0Idwi 11U 1usWiesl) Js1em yb
2o T

{ JO M3IA |eLIRY

"0/02 01 dn AQ 91IS U0 91SEM UO0I1INJ1SUO0D BuldNpal SE ||]9M Se ‘uol||iw T'TF pue awil
swuwesboid Jo 9502 pa1EWILISS UB BulABS ‘U0I1ISOd 01Ul paURID PUB 31ISHO 1|INg

9q p|noJ syuel pue sa1n1anJis abie| swos 1eyl paysiiqeisa Asy] "ubisap pajie1ap
3Y1 P3JBAIIBP YIYM ‘N0IIY Wiy Buijnsuod ain1oniisedyul y3m pasaulied apm

's|ella1ew pue Asuow
‘awiy buiAes Se [|3m Se ‘padNpal SBM JUSWUOIIAUS 341 U0 1dedwi S,aWayIs 3yl a.ns
apew am ‘A1anlap 123fo.d pue Abojouydal ul sjuswdo|aAap aAlzeAouul buisn Ag

isbuines a)ew am pip MoH

“oo.g ybiving bunsius

1JIS pue sapID11sad 9INpa. 01 SI9WIR) [PIO0| Ylim 0p am ylom ayl buipioddns
‘A11SISAIPOIQ PUB 341|P|IM 9JUBYUS pUB JI0AI9S3] 9yl buliaius 1a1em Jo A1jenb

9yl anoJduwi |jIm YdIym 911U 3yl WOl weailsdn paieald 3J9M SPUR|ISM MaU OM|

‘paysig.nyal 1o pasodindal sem
911S 941 J0 1531 3Y1 3|IYyM ‘PO pUB P3UOISSIWIWO0I3P 1uawdinba paiepino yiim
‘p3|2AJ3. pue pays!|oWap SEM 311U 1USW1IE31]1 J191BM P|0 33 JO 9450/ UBY] 310N

i9ew am pip sjuawanoidwileym

's1eak 0z 15ed 9y31 J9A0 JUSPIAS SEM UOI1RI01I913P

- 191uIm Ul Ayanw pue Apnojd ua10 Sem J91em 9yl pue Jawwns a3yl bulinp sebje

Jo s[an9] ybiy a1am a1ay] "A11jenb 1o1em me. Jood apae] pue s1s0d buiiesado ybiy
93npal ‘uoirejndod Buisii e woly spuewap buisealdul 133w 01 NUIIUOD PINOM 1
9INSU3 puP $35530.d 1UBW1P3I1 131BM 31 91Epdn 01 papaau SEM UOI1INIISU0IIY

‘Kypeded ubisap s11umoibino pey1ng 110A13s3l
9Y1 Wwolj umelp 1a1em jo Aep e saJlljebaw Qg 01 dn s1ea11 31s pjo 1eak-Qg ayL

Zowayas ayy ino Auied am pip Aym

‘6T-PINO)

Aq pasod sabuajjeyd jeuoinippe 211dsap ‘awil Uo Ul 3wed pjinga. 1eak-a3lys
9y] 'weal (as3) A1aA113p 3|geuleisns pue buliasulbua 1no Aq patanlap 1aA
123loid anjea-a|buis 1sablie| ayl s1 11 ‘2202 40 uwnine ay3 ul Ajddns ojur 3ybnoug

‘000vY ueyl

alow jo uoninendod e 01 paJaAl@p 9q 01 sanuiluod Jaiem bupjulip Ayjenb 1saybiy
9U11Py1 3INSUB 01 - 1S3M 31 01 JI0AI3S3Y YbIajIng Wwoly 191eM S1B311 YdIYyM -
911UdI 1uUsWieal] 191em pjo 3yl buildoniisuodal panjoaul 1dafoid ayy ‘buiuueld jo
s1eaA 1noj ueyl alow 191je 5TOZ Ul uebaq 31ls peoy alowul 3y JO 1UsWYsIqin}ay

‘eale Ja1embpuig syl ur s1swolsnd 01 Ajddns 1a1em panosdwi ue apinold
01 3J1Ud2 1uBw3ieall Ja1em ybiajing 1e 123foid uoljiw 0g3 e paia|dwod aney ap

Wessex Water Services Ltd 30



1
(9p]
©
-—
-
[%)]
[}
Q
c
[}
(7))
[
Q
-—
=
X
[)
[)]
()]
=

'9AI9S M u0o1bal ay3 4o A1ISISAIp pue $31n1jnd 3yl
S103(421 1BY1 32104I0M SAISN|IUI UR SARY [[IM DM
:A}1S19AIp pue ‘uoisnjdul ‘ainyn)

'S3]0J 11341 1n0 A1ied Ajuspyuod 01 pasu Asyl
abpajmouy pue s||iys aul || aaey ||Im sanbes)|jod 1no
:Auunyioddo pue ‘abpajmow] “s|IS

's9)0.

11943 ul pabebus Ajjny pue sn 1oy 310m 01 pnold
"}1OM 1B 3JBS 34 ||IM Sanbes||0d Ino :juawabebua
pue ‘Buiaqjam ‘Ayajes |enpinipuj

||e J0) y10m 01 32e|d 1Ralb R 3q 0]

9rdoad 1no suriamodwiy



Aubdwod ayy

1D y10M oym ||p Jo uoisnjaul
pubp A11S19AIp 8y} spioddns
94N3/NJ S,1891DV| X3SSaM

uawdolaasp [euoissajold pue ssnjuniioddo diysadiuaidde Jo sbuel 1sea e buliayo pue ‘buriojusw
pue buiyseod buipiaold 'suoiinjos buiuiely jeuoindo pue Alojepuewl Jo sbuel e ybnolyl suoAlans buidoisnsp e
[|e 10} 110ddns pue aouepinb spinold
1e|nb3al sS99I SUOAISAS Bulinsus e
sanond pue sabusjeyd
Ino uo Jay1aboy iom pue dol ay3 wol} sebessaw speased 03 wnloy diysiapes| Allarienb e bulisalsp e
SUOIIRIIUNWWOD 13113|SMau ybnolyl saiiiiold dol pue SIUSWSASIYIe INO0 JO pawojul SUOAISAS buidasy e

pUB S3AN23[q0 31e21UNWWO ‘Buiaq|[em SSNISIP am aIaUm ‘Sul-3Iay)d

i

:AQ s1y1 ana1yde s A11iond Buiobuo ue S| [93xa pue 310m 01 S3A|9S 3joyMm 19y bulig 03 sjdosd 1no bupismodwg
Asuinolinp

"K19)e5S ssa101d 11oddns 03 SWI1SAS pue bujuiely Ul pa1sanul

0S|e 9\ 1B3A 3Y1 Ul SIUSPIDUI SWI1 1S0| 01 Pale|al SABpP 19Ma) 0459 PRY SM ‘SWE31 1IN0 SB ||9M SB SN 10} S1uauaq
9|qibuel bupnpoud si syl 96T AQ pases.loul Juswabebus aakojdwsa pue g0z 01 paiedwod SUoI1eAISSqO
A12JBS Ul 9SB310Ul 04171 B PRPI0IBL 3 'SaNSS| A18)es uo uswabebus Jo a1nynd ainlew Ajbuisesloul ue buipjing
31B 9M S31RIIPU| JBY) SDUSPIAS AQ PRINSSEII 1R IV '0Pp aM BuIYIAISAS 03 JISULIIUl S| 1] INSUS PUB S31S 1IN0 ||B
ssoloe A1ljigeded A1a4es ss910.4d 1IN0 dojaAsp 01 SNUIIUOD 9M ‘YINOWUOAY 18 1uspldul Jibell syl 1a1je siesh saiy |

‘poiad A101e|nbBal 1X3U BY1 SPIEMO] PR3y SM SB 92104310M N0 pjiNg 01 3|g1ssod 1aAa13yM 1n0 yoeal 01 bupjiom
3B 3\ '1U3WIINII3L 10J S350d SIU1 3SI 3yl 95IUb0IaL pue 101035 191eM 13pIM 341 IN0ge 3AIle.lieu Jijgnd aAiebau
9yl JO aleme A|a1nde ale s 'uoissalboud 1931ed pue siaaled A|1es pauueds Siy | ‘2202 Ul ueyl sjdoad siow 01
S3WIYIS 210W U0 S3Ie|d 310W Palayo pue £202 Ul Wea] siaa.led Ino papuedxa Ajquedyiubis am ‘A|peo.q 310

‘AUAISNPUL pue A1111g1ssa20e 1500q 01 ‘'sqol 1no 3si119Ape
am Moy pabueyd am 1eys st ajduwexas poob auQ ‘ued am a1sym epusbe syl soueApe 01 sainseaw [edf3oeld ‘ajdwis
Bupiel a1e am pue paAlalal ||BM U334 Sey Uoisn|aul pue A}jsiaalp 1oy swwelbouid diysiosuods aA1INISX3 INQ

'SSaUISNG 3Y3 Ul AJISISAIPOINSU 3WOJ|9M pue

1ioddns 01 sd=1s 3001 pue A1ljigow |edos buluoidweyd a1e am ||am Moy bulinsesw pa1ie1s am €202 Ul ‘Alljigesip
pue Ajjenxas ‘9ael 19puab uo sswwesboid bunsixs 1no uswsjddns o] 'ssaiboid bupjew a1e 9m 1NQg ‘9IS 9M
S9IUNWLWOD 3yl S1314a. AInJ3 weal 1no Aes 01 ajqe aq 03 06 01 Aem Buo| e aney am ‘Aiasnpul 19pim syl yim buoyy

‘Auedwod 3yl 1e 310M Oy ||e JO uoisn|dul pue A1ISIsAIp

33 s3loddns 1By 31N3NJ J131BM X3SS3M B BUINSUS U0 PaSNI04 3.1 PUB 0} P313IWWO0I 0S| 1B 9M I0M 1B 34BS
ale 3|doad 1no ainsua 01 ‘aAireladul uelioduwl 1SoW Ino Yylim buojy ‘papiemal pue pa1dadsal ‘pawod|am ‘pan|ea
S|934 3UOAISAS 31NSU3 01 Jamod 1no ul buiyiAians op am pue 3jdoad 1no 1noyim Buiylou aASIYIe pinod s

MBIAIBAQ

Wessex Water Services Ltd 32



"1SIA buriojiuow paisfo

[D13iul 11 pby ‘2202 Ul payaunp|
Y2Iym ‘AWsppIy Xassam TLA N0
'S9213ua.ddp 19 pup s31pnpplb
[€ Uo>0018M ‘€202 U|

Juswabeuew

abueyd pue Juswsbeuew uolewiojul 191139 ‘ubisap paple
J191ndwod Bulisnod sdwed aa1yy pais|dwod ajdoad 1,9 'yeis
Bunsixa 1no JoJ ,sdwenloog s||S, Mau paInpoJiul OS|e 3

"UNJ 3M S35IN02 AL 31
Bulisnlsp pue dn buiniss uj tej os ,ssalboud sjgeuosesl, spew
dARY M 1Byl pariodal pa1s)O HsIA burioliuow paisio eliul
SH peY ‘2202 ul payaune| yaiym ‘Awspedy xassam LA INO

'S1931BD 101235 131BM 3SPIMOYS 01 S|00yIs 01ul 0b 01 J13SIApe
uonesdsul 19aled, e pakojdwa os|e aaey s (€T woul dn)
SlusWwsde|d |eliisnpul TE pue sjuswade|d 93UalIadxs YoM 61
pa1soy S '(paj|oJus £2) Je1s Jo siaquisw Builsixs 01 s|ge|ieae
os|e mou sdiysadiusidde yiim - (8 woly dn) sednuaidde 19
pue (2z20g ul €T wou} dn) se1enpelb T U0 3001 M ‘€202 U|

‘wea} 13bie| e Aq palanlap ‘sNJ0y S1331ed

19pe0.Q B Y1IM SND0J S199.1ed Ajies, 1swloy 1no buppe|da.
‘sswwelbold s1a.ed 03 yaeoidde 1no pauspeolq aAeY I
Auniioddo pue abpajmou; ‘s|Ms

'PIob 12T

1IN0 pap.eme 319M am 1eak siy] 'spieme pjob aAlznNdasuod alow
10 QT paA3Iyae aARY UaIym suonesiueblo 10} paniasal pieme
Ue - pJemy S1U3pISald SIUSPIIIY JO UOIIUSASLd 9U3 10} A131005
|eA0Y 1N0 pue uoI1PIYILIBI TOOSH 0S| N0 Y10g PauIe1al 3
suoljellpaJioe pue spiemy

‘Aj91e11doidde alow Juswabebus

pUB 3|0 119Y1 S103431 YIIYm (dSH) staulled A1a)es pue yijesy
01 s13sIApe A1a)es pue y1jeay Ino Jo pueigal, e buipnpaul
‘S3IN3INJIS3 SSAUISNQG YIm 3ul| Ul s32130eld SHO no paidepe
0S| 3 'UoiluaAIRIUl pue 1ioddns ‘quawabebua anoidwi

01 sbunesw J1631e.13S A194PS pUR Y1|Bay 104 Wsiueydsw
Yomawely SHO Ue PsIAaL 9M ‘Sal1IAILe 1310 Buowy

220201
paJedwod 9SeaIIUI 948 UR ‘S1Ipne A134es £/2°c pa1a|dwod
diysiapeaj pue uonesiuebig

'S9ouUaI9)a1d bujuies) e 1ns 01
S1EWI0} PUP PIPSW JO A131JPA B SSOIJP S9INSeaW aAlleIusAald

pue sabessaw Aay buinediunwiwod paajoaul subredwed

953y 'spuaJl eiep A13jes AQ payiauspl se sanssi SHO buipes)
Bunabiey subjedwed A1ajes pue yijeay pado|snsp pue walsAs
UJB37! JNO Ul 3INPOW UOIIDNPUI 1914P1S MaU ,U1UOW 1SIL/393M
151y/Kep 1s1y, A1o1epuell mau e padojansp am ‘A|peolq a.10|

'S3I1IAI1DR UOIIDNIISU0)
pue |euoilelsado ussmiaq Adljigeiunodde buiAiun pue ‘ssjou
awos buisinal 'saoinualdde SHO Buninuaal :AJuaidyye asealnu
01 suoiedo| J1ydesboab swos bujuyspai ‘bujuiely leuonippe
Buipiaoid :Buipnppul suoi1Ie %0031 9M £202 Ul ‘SWE31 1IN0 UIYLIM
s|euolssajo.id SHO ay1 1oy 1oddns 193199 buipiaoid Jo swisl |

‘K19)eS panoldwl buiptoddns
‘P3P SS3UISNJ YIe3 104 S1UaWaJlinbal dy1nads ay1 193w 01
s1lodal @auewioylad A1ases paaueyus pado|aasp 0S|e aAey S

'S3WOJIN0
paluBMUN B1USN|JUI S1010B) UBWNY MOY PURISISPUN 0} SN
Buidiay si siy] 'smainal 1ybiy 1| 9B, pue suoiiebiisaaul
SISAjeue asned 1001 40 1ied se sinoineyaq o3 buliejal sexusnyjul
uewny ain1ded os|e 01 ‘wJojieid buppiodsl A194eS pue yijesy
pa1edipap Ino ‘abebuj asn am moy pauspeolq aney s

'P3.1N220 SIUSPIdUI Usym A11ISASS padnpal

pUB SJUSPIdU| JO Jaquuinu J3|ews e yioq bupdayyal 1eak syy
Ul SIUSPIDUI SWI3 1S0| 03 pale|al SABP 19M3) 945G 1S0| 9M
‘S1yauaq 3)qibuel Buimoys s luswabebus Jo ainynd ainlew
K|Buiseslnul INQ ‘96T Ag pasealoul Juswabebus sskojdws
pUE 2202 01 paJedwiod SUOIIRAISSAO A4S Ul 9SBaIdUI Ot
e paplodal s Aoustedsuely pue buipiods. pale|sl-A1s4es
abeinodua Ajannoe 01 20z ul ssalboud spew aney ap

‘Aliusidya pue Ajajes bunelssdo sailjoey
1no daay 01 Alessadau s1oadse |[e ul us1adwod e Je1s 1no
alnsus 01 pue bululey 4o sj@As| Yybiy apiaocid 01 snuU0d 8

'Swa1sAs Juswabeuew A1a4es ssad0.d 1o dojsasp Jayring
01 pue sa3s plezey Jofew 1no 1oddns 01 s1asulbus A1ajes
ss920.d [PUOIPPE pUB 10123J1p A134ES sSa20.d e pajujodde ap

'99111WWOo) pieog A134eS pue yi|esaH ayi AQ U3SIaA0 pue
dnoun bupisals A1a4es pue yijesH no Ag paloyiuow s| Abaiens
(SHO) A134ES R y1|ESH |RUOIIEANIDQ 9y} 1SuUlebe SJuPWLI0LIRd
ain}nd pue buijiodal - A}ajes pue yijeaH

juswabebus pue buiag|jam ‘A1a4es |enpialpu|

Wessex Water Services Ltd 33



‘S|puueyd

Buisijiaape aAj138)3-uou pue sajdusbe Juswiiniial 4o 9sn syl
410Q U0 a1n1ipusdxa padnpal pue uswabebus juswasbeuew
pue juedldde y1oq panoidull ‘s)asm Inoj 01 dn Ag a1y 01 swin
N0 paINpal ‘Jus|el 4o Alljenb ayi uj Juswaoidw yuedyjubis e
U93S 9ABY 8M ‘E£2(02 418003100 Ul Wa1sAS mau siy3 buiyoune| souls

‘Poylaw

A1 1soW ay3 01 buipiodoe subiedwed Jojiel pue wodly
9W0d syuedldde a1sym asAjeue ued wesl JusWliniial asnoy-ul
1nQ ‘pabebus wayl dsay 01 Aj14ims syuedijdde 01 buipuodsal
pue S321A3P 3jigow 113yl ybnolyl 1usiel buissadde ‘subredwed
1uswiinidal J1Isyl a1ebineu Ajises ued sisbeuew buliy inQ

'sajuedwod Jo dnoib N ayy ssoloe 1ybil seiniuniioddo

MB3IA 0S|e ued A3y ‘|e1lod s1sa.1ed umo J1syy ybnoya ssaiboid
11341 3De11 01 Wyl pa|geus pue sn yiim sgof 1o} buiAjdde
usym Asuinol a113-suo, buibebus siow e yim siuedidde 1no
9pInoid 031 SN pajgeus Sey S|y 'Sa13unwwod 03 sanjunyioddo
10 3buel 3s1aAIp 1IN0 9seIMOoYs 01 sabed s13a1ed 1IN0 3jINgs.
puUB w.oj1e|d usWiiniiss Mau e payaune| am ‘€20z buring

LINYD3y! ‘AdN.LS ISYD

'SE9P| PUB S9JIN0SII B10W 03 SS302e UleH 01 yI10MIaN

A11[11 S,USWOM S,101235 13pim ay1 ulof 01 uejd am pue sanbesjjod
3lewsy ulelal pue dojaasp “1aed1ie djsy 03 dnoln ay3 ssoude
MOMI3N S,USWOM B paydune| aAey ap 202 104 auyiadid sy u
S9AIIRIIUI pR3e|al-19puab juepiodw JO JI3quinu B 9ARY OS|E W

'PaWLIOJUI [|9M B1B
S3I1IAI1DE 1IN0 OS B1BP BAIJISUSS 1eYS 0} Je1S 8beinodus 03 Juem
9 ease Jueriodw siyy Ul ssasboud uo pswiojur ssnbes)|jod dasy

0] ue|d SUOIIEDIUNWIWOD |BUISIUI UE BuldOo|aASp 81e PuUB SBAIIRIIUI
1IN0 WJojur 03 B3RP SIS AjinN 8 ABisu3 asn 01 anuIIuod [|IM S

's71doy Avjigow
|B120S bulpn|pul “1us1U0d 3yl 31epdn PUB SUOISSIS SSaU3IeME
dp) Ino maiaal [im dnoan Buppiop @i 1No ‘202 03 bupjooT

‘uolsnjaul

pue A1s1aA1p Bujaoidwi 03 JusWWWOD diysIspes| 31e3sUowap
0] SJ13S1I332BIRYD UlPW 33 JO Y2es 104 diysiosuods [9A3] 9AIINISX
Jo swwelboid 1IN0 yiim psnuizuod pue ‘A11j1qissadde pue ALAISnjaul

anoldwi 03 suaApe gol ino pabueyd isanbes||0d 5G9 01 buluiely
ssaualeme ) papirold ‘£202 Jaquiaidas ulysam (aD) A1sianig
pUB UOISN|DU| ‘81N1|N]) [N4SS3IINS B pa1soy am ‘Ajjesausab a10|y

'siabeuew pue seak0|dwa 104 [B1I31BW SSIUSIBME

+0180771 padojaAsp 3dUel||y DYV 1IN0 pUe 2202 Ul Ydune| s woly
Mmalb yl1omiaN asnedous)y 1No ‘adueisul 104 'ssa1bold spew
S3I0MIBU [BUIR1IUI BUIlSIXa 1N0 JO AuBW JO S3I1IAIDR 3U1 ‘3IYMUB|y

1Se4 9y3 ealq 01 yiuow Ajoy syl burinp Aep A1sAs 19suns

1P 1B3 SWI|SN|A [B3W Y1 “Ie1)| Ul 3ye1led pue uepewey 1noge

2I0W UIe3| 01 J3UUIp e pualle 01 3|doad N0 PaLAUI M UIIB| Ul
‘92UR1SUI 104 "3UW0I|9M S|93) SUOAIIAS 313yM 213ydsowie aAISn|dUl
210w e dojaAsp 01 BUPIOM 31E 3M ‘SIITIAILIE [BLLIOL SB ||9M Sy

"1eaA yaea suoiedylenb / 10 9 ‘G [aAa7] 919|dwod

OyM 13quinu syl pue :suojrowold Jo jsquinu syl ‘paiinidal sidoad
0 J3qwinu ay :seale aponsod pabeiueapesip wouj saako|dwsa Joj
saniun1ioddo 1500q 01 SJ11BW 3314y padojaaap aney am Aljigow
[B120S UO 3w} 1511 3y1 Jo) Buisniog se ||am Se ‘Jua|e] 3SIaAIpoInau
Bunoe.iie pue saakojdwa asianipoinau buipioddns uo paylom am
- Bupuawa|dwi ase am ey sue|d uoilde padojaAsp aAeY YdIym Jo
y1oq - dnoun buppiop A1njigesig pue dnoub yiop 1e aoey bunsixa
JN0 01 UONIpPe Ul ‘€202 U] 'pUS 1BU1 01 310M 01 SNUIIUOD 3\

'SJAs1I910e1RY)
||e splebal se sabelane 101235 A11j11n puoAaq ||]9m 0b 01 pssu am
a1eaidde osje sy 1apusb pue A1D1uyls yioq uo wiopadispun ing
‘A11gesip buipiebal ssbelsae 195w pue uoneussaldslt +0) 1 gnN7 uo
wiiojladino am (e1ep s|iys AN 8 Abisu3 1surebe payewydusg
se) s1aad 1no 01 patedwod ‘ALSISAIP 9I104J0M JO SULISY U|

"B 01 S]UBLWIA0IAWI JO 10| B 9ARY 9M 3Siubodal
1NQ SpJepue1s 859yl pjoydn pue yaeaJ 01 AJ|enuinuod 31om ap

"DAIDS DM SIIFUNWWIOD 3Y3 JO ALISIDAIP 3Y1 103131 e
SPIQ 10 UoIeUIWIIISIP JO W0} Aue 133l e
wayl
U0 128 puUB SUI30U0D pue seapl 'smala s,9|doad 1IN0 01 U31SI| e
uswsmoduwa
ybnouyl A1jgeiunodie pue diysisaumo 3.l 01 SUOAISAS 3|qeUD e
uolsnjaul abelnodua pue A1ISISAIp 31RI43[3) e
Jim dnoun 1a1epm X9sSsaM 9yl Jo siied
[|B 1BY1 S| UOISIA 1IN0 pue soyla ,sbuojag suokians, ue a1eiado s
K)1s19n1p pue uoisnjaul ‘ainyjn)

Wessex Water Services Ltd 34



uaypnf

1/ 850J2 03 X10M A|Snonujauod

M pUD UDIPaW |[DUOIIDU 3Y]
M0|3q [[am sI dpb Abd tapuab inQ

(%)
1911enb
Ked Ajunoy

(%)
1911enb Aed
Alnoy 3|ppiw

oo Sy ©

19pusb Ag psausnpjul 1ou si Aed 01 yaeoisdde 1NO JUSPLYUOD URWS.
9 'apedb yoes ujyiim sabuel Aed pue sspelb Jo ylomawel)
e 91e19d0 pue ss910.4d uoiien|eas qol1snqod e aney ap

'911s0ddo umoys S|
s9ji1lenb Aejes ul @ USWOM Ucmth usW JO UoIINGUISIP 3y L

491Ny 31 9503 01 31om Ajsnonuiuod
3M pUP UPIP3W [RUOIIRU 3yl MO|3q ||3M s deb InQ 202 |1dy
G 1e se sainby deb Aed 1apusab 1no syuasaldal snoge eiep ay |

%8T1'8L 91en Uiy
%1582 9l1eng) pig
%9018 s[1end pug

Ajnoy a|ppiw %262 9|11enQ 1ST
den

€2029I3A TSNO ejep Aed Japuan

%2812
%6112

%1681

(%)
J914enb Aed

9|ienb Aiejes

(%)
191ienb

%mwn_,%o; ‘anjen |enbs Jo si1eyl yiom bujop
1oy Aed Jo 31e1 3wes 3y pied g 03 USWOM pue usw 1o 14bLl syl

@ SIY21ym ‘Aed |enbs woly 10U1ISIP SI 1| 'USWOM pue usw AQ paAIadal

Ked Ajuinoy abesaae uj aouatayip syl st deb Aed Jspuab ay |

deb Aed 1apuan

Wessex Water Services Ltd 35



Strategic Report

About us

Wessex Water is a regional water and sewerage business serving 2.9 million customers
across the south west of England. At a time when the water industry faces a crisis of public
confidence, we are judged by our regulators on our performance as one of the leading group
of water and sewerage companies in England and Wales.

We are committed to playing a critical role that goes beyond providing an essential public
service. We aim to support the communities we serve, help tackle the climate and environment
emergency, drive investment and contribute to the growth of the UK economy. These aims
form the core of our long-term commitment to build a sustainable future with the support of our
customers, communities, employees and stakeholders.

Our long-term plan for delivery is set out in our Strategic Direction Statement, published on
our website here. The statement, which was developed in partnership with customers,
businesses, employees and stakeholders, sets out our vision and ambitions though to 2050.
It is structured around eight ‘outcomes’ — eight fundamental results we plan to achieve through
our actions. These are:

« safe and reliable water supply

« an effective sewerage system

« affordable bills

* excellent customer experience

* sustainable abstraction

« excellent river and coastal water quality
* net zero carbon

* increased biodiversity.

These outcomes are underpinned by six enablers that will help us achieve the results we strive
for:

¢ Individual safety, wellbeing and engagement: our colleagues will be safe at work,
proud to work for us and fully engaged in their roles

¢ Skills, knowledge and opportunity: our colleagues will have the skills and knowledge
they need and be empowered to carry out their roles

e Culture, inclusion and diversity: we will have an inclusive workforce that reflects the
cultures and diversity of the region we serve

¢ Well managed, open, ethical and transparent: we will prove that we are honest and
ethical in the way we conduct our business.

¢ Resilient financial stewardship: we will demonstrate long-term financial stability

o Market-led outcomes: we will harness the power of markets to drive the most efficient
solutions

Wessex Water Services Ltd 8



Strategic Report

The graphic below is our ‘strategy wheel’ which brings everything together. It shows how the
eight outcomes we are targeting are underpinned by the six enablers. The wheel is also
divided into quarters to group the factors by area:

serving people and places
enhancing the environment
empowering our people
financing the future

These form the basis of the four main chapters in the strategic report. At the centre of the
wheel is our purpose, which is at the heart of everything we do.

To deliver
abetter
servi environment
mstoc::rf:;:: for nature and
communities

Through water we

Tobe agreat
place to work
forall
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Strategic Report

Financing the future

To be a trusted, financially strong company with fair investor returns
Overview

Although inflation has fallen throughout the year, we continued to feel its impact through higher
energy and payroll costs and raised interest rates. This affected our financial performance in
the year. However, our liquidity remains healthy and combined with YTL Group’s continued
investment, our financial foundations remain strong, allowing us to invest for the future. In fact,
we boosted our capital investment by over 40% in 2023.

Seeking alternative approaches to traditional capital investment will be more important than
ever as we transition into the next price review period. We are proposing to double our current
level of investment and will have new obligations to deliver, including ambitious phosphorus
reduction targets. The step change in investment brings with it delivery challenges. We are
now planning the scale-up of our delivery capability. These changes take place against a
backdrop of growing risk and in part contribute to it. We remain vigilant and responsive to
identifying, communicating and managing material business risks.

The Wessex Water Marketplace — a platform through which we share our challenges and data
with the open market and invite others to compete to help us deliver solutions — celebrated its
fifth anniversary in the year. We have seen some real benefits from the approach, including
this year implementing an Al-enabled CCTV solution that means we can survey twice as much
sewer length in any given time. The Marketplace and our other ongoing activities such as our
expanding use of nutrient markets, demonstrates our commitment to competition, facilitating
new ideas and working collaboratively on innovative solutions.

In this way, we seek to drive down costs, protect our assets, reduce our carbon footprint and
ensure business resilience. We were awarded strong scores on our environmental, social and
governance practices from two external assessors this year: Sustainalytics and Sustainable
Fitch.

We also published our first Sustainable Finance Allocation and Impact Report, which provides
information for investors on the allocation of our inaugural £300m sustainability bond which
was issued in March 2023.

Our journey

We always aim to exhibit exemplary governance, transparency, accountability, efficiency and
financial resilience. YTL has now owned Wessex Water for over 20 years, making it one of the
longest single owners of a UK water and sewerage company. We have a simple financial
structure and do not engage in any aggressive or artificial tax planning.

YTL stands ready to invest into Wessex Water, for a fair return, to help finance the much
enlarged investment programme. Building on this, in our strategic direction statement to 2050
we have committed to:

e being the most efficient water company in the industry — harnessing the power of
markets and real competition and championing an outcomes-based approach to
regulation where efficiency can be maximised through flexibility and choice
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e maintaining a solid investment grade credit rating and being well-regarded by financial
stakeholders

e delivering for wider society and the environment through sustainable financing,
measured using ESG metrics

Resilient financial stewardship
Corporate Structure

The UK group structure has remained the same since 2002 with the company wholly owned
by Wessex Water Limited, which in turn is wholly owned by YTL Utilities (UK) Limited. Further
details of the overall group structure can be found on page 68.

There is no intragroup funding to the Company, all debt is raised by the Company at market
rates and is provided by external third parties.

Overall performance

We recorded a loss in the year, driven by high operating and interest costs, partly offset by
higher prices allowed by Ofwat from April 2023.

The higher operating costs related principally to exposure to energy market prices, new
obligations and other inflationary pressures, including a new pay deal for our colleagues. The
increase in interest costs related to the indexation features of our bond portfolio in particular.

We successfully placed £200m of private placement bonds in November 2023.

Financial Highlights

2023-24 2022-23 2021-22 2020-21 2019-20
Revenue (£Em) 598.8 541.8 517.8 516.9 540.8
(Loss)/Profit Before (25.1) (35.4) 54.0 75.2 109.7
Tax (£m)
Investment (£m) 456.3 325.1 258.9 287.3 278.0
Reserves (£m) 521.6 609.0 7471 700.1 768.4
Total Assets (£m) 4,780.8 4,644 .1 4,317.7 4,506.6 4,170.2
Net Debt (£Em) 3,089.0 2,734.0 24727 2,348.8 2,244 2
Regulatory Gearing 71.3% 66.3% 66.9% 70.0% 67.1%

e operating profit increased by £34.3m from £117.4m to £151.7m
e turnover increased by £57.0m or 10.5%

e Operating cost increases of £22.2m or 5.2% related principally to exposure to
energy market prices, new obligations, supporting improvements to leakage and
pollutions performance and other inflationary pressures
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e the cost of debt increased from 5.9% to 6.8%. We maintained a balanced mix of
financial instruments and maturities

e Net financing costs increased by £24.0m (15.7%) to £176.8m primarily reflecting
the impact of inflation on index linked borrowings

¢ Investment expenditure on tangible and intangible assets (including infrastructure
maintenance expensed through the income statement) delivered during the year
was £456.3m, an increase of £131.2m (40.4%) over £325.1m last year and in line
with expectations

e loss before tax reduced by £10.3m from £35.4m last year to a loss of £25.1m.
This was despite underlying increases in interest costs

e interest cover, as measured by net interest payable excluding indexation to
earnings before interest, tax and depreciation reduced from 3.6x to 3.1x

Sustainable Finance Framework

Our Sustainable Finance Framework, which supports our financing ambitions to deliver
tangible environmental and social benefits, was originally published in September 2022 and
has recently been refreshed to incorporate latest practice. The framework aligns our purpose
— to support our customers’ health and wellbeing, and enhance the environment and the
diverse communities we serve — and our business plan commitments to our financing
ambitions through the use of targeted financing.

Under the framework, we may issue environmental or social debt instruments to support our
environmental and social objectives, enabling investors to participate in the provision of a
sustainable future. Wessex Water’s ability to create value for all stakeholders in a sustainable
manner is core to our beliefs.

We need certainty to remain attractive for private investment and to plan for the future. We will
continue to ensure customers’ bills are affordable whilst investing in our infrastructure,
protecting the environment and innovating to find the best, cost-effective solutions.

Our commitment to delivering a better future will allow our investors to participate in funding
our provision of water and wastewater services on a sustainable basis, helping to contribute
to global climate change targets and the United Nations’ Sustainable Development Goals.

We will make sure that where we can, we implement nature-based solutions and explore new
ways to drive down costs, protect our assets, reduce our carbon footprint and ensure business
resilience.

We will continue to be one of the top performing water companies to secure future investment
at an efficient cost.
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Financing

The company’s liquidity position comprises cash and cash equivalents held on the balance
sheet along with undrawn bank facilities, giving the company instant access to funding if
needed. We invest cash in deposits with highly rated banks which are regularly reviewed.

On 15 November 2023, Wessex Water Services Finance Plc agreed terms for the issue of 4
private placement bonds with a combined value of £200m, maturities of 10-20 years and a
coupon of 6.50%. The net proceeds from the issue of these bonds were loaned to Wessex
Water to fund its investment programme and repay £100m of European Investment Bank term
loans due in January & March 2024.

Total borrowings, including amounts owed to subsidiary companies, were £3,089.0m as of
30 June 2024 (2023: £2,734.0m). The maturity and interest rate profile of our borrowings are
as follows:

<1 Year I £71.1m
£1589.7m
1-2 Years . £143.2m
2-5 Years - £408.1m
£927.5m
5-10 Years £1079.7m £571.8m
> 10 Years £1386.9m
Fixed Rate Floating Rate  Index Linked
Gearing

Gearing, as measured by net debt to regulatory capital value (RCV), stands at 71.3% which
the Board considers an acceptable level. During the year the Board has continued to pay
particular attention to the projected level of the Company’s gearing ratio and interest covers
with a view, when declaring dividends, to protect the Company’s existing credit ratings. The
Board remains committed to maintaining investment grade credit ratings for the Company at
all times.

2023-24 71.3%
2022-23
2021-22
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Dividends

For the 2024 financial year the Board considered a number of factors prior to approval of
dividends including performance for customers and the environment, financing out-
performance, and the ability to maintain financial resilience in line with the review of long-term
viability.

Performance highlights for 2024 included the company looking set to return to four-star for the
EA’s Environmental Performance Assessment (EPA), being the highest ranked water and
sewerage company for Ofwat’s customer measure of experience (C-Mex) and potential best
in industry performance under the DWI's Compliance Risk Index (CRI) measure. The company
also increased asset investment in the year by over 40% to its highest level since privatisation.

During the year we declared dividends of £66.5m representing a yield of 5.0% on the
company’s regulatory equity.
Credit ratings

Wessex Water and its financing subsidiary have credit ratings assigned by two ratings
agencies. These provide an external view on creditworthiness for our debt investors. The latest
published ratings are as follows:

Credit rating agency Rating Outlook Date of Publication

Fitch BBB+ Stable November 2023
Moody’s Baa1 Stable January 2024
Pensions

The latest actuarial valuation of the Company’s pension scheme took place on 30 September
2022, showing a funding deficit of £35.3m. The Company has agreed with the scheme’s
trustees a payment recovery plan in respect of the deficit comprising employer contributions
of 15.5% and special contributions over the following two years to reduce the deficit. The
Company paid a special contribution of £18.4m on 30 June 2023 which, along with investment
returns from return-seeking assets, has made good the shortfall. The next funding valuation
is due no later than 30 September 2025, at which progress towards full-funding will be
reviewed.

Environmental, Social and Governance score

In June 2022, Sustainalytics provided our first ESG rating: a low-risk score of 18.5. In October
2023, following Sustainalytics’ annual review, our score improved to 17.0 low-risk. This was a
result of demonstrating improvements in policy and publicly available information.

To further validate our ESG position, in February 2024 Sustainable Fitch assigned us an ESG
Entity Rating of ‘2’ (good ESG profile) and an entity score of 73 (higher is better). Fitch’'s
summary stated: “The rating reflects Wessex Water’s overall strong ESG profile and the
broadly positive environmental and social impact of its business activities, of providing water
and wastewater services.” We are keen to test our credentials with third-party ESG ratings as
the process provided good learning points regarding policies, reporting and transparency of
information that we provide externally.
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Tax strategy
Our attitude towards UK tax planning

Our approach to tax is fully aligned with our overall objectives. We seek to comply with the
spirit and letter of UK tax legislation and claim all tax reliefs and allowances to which we are
entitled. We will consider reasonable tax planning opportunities which are in line with our risk
appetite. As a rule, we do not enter into complicated structures nor engage in any aggressive
or artificial tax planning, because we do not believe it is the correct thing to do. Due to the size
and complexity of the UK tax system, tax is a complicated area and uncertainties will arise.
Consistent with other business areas, we will seek external advice when required.

Approach to risk management and governance arrangements in relation to UK tax

The Board is ultimately responsible for our tax strategy and engages with relevant individuals
within the Company to ensure the strategy is implemented, monitored, and reported. As a UK
regulated business with a significant capital programme, we believe obtaining tax relief on
capital expenditure is a key factor affecting our tax liability. Other factors, such as changes in
tax legislation or changes in interpretations, may also affect the amount of tax due, compared
with what has been allowed as part of the regulatory final determination.

The level of risk in relation to UK tax the company is prepared to accept

As documented in our finance policy, we adopt a risk-averse and cautious approach to tax. In
addition, tax is included as part of our risk assessment framework. We monitor the overall risk
framework and provide regular updates to the Board.

The company approach towards dealings with HMRC

We have an open, regular, and professional dialogue with HMRC and, as part of its business
risk reviews, HMRC have always regarded our Company as low risk. We are committed to
maintaining this low-risk status in the long term and believe that our approach to tax and early
engagement with HMRC on any area of uncertainty are significant factors in maintaining this
low-risk rating. We will also engage with HMRC on industry-wide matters through our
membership of Water UK.

Our total tax contribution

We are committed to paying the right amount of tax at the right time. We pay a range of
taxes, including business rates, employers’ national insurance and environmental taxes such
as the climate change levy as well as the corporation tax showing in our tax charge on the
income statement. Following the Chancellor’s confirmation that full expensing has become
permanent, our current tax liability remains nil. A breakdown of our total tax contribution is
shown below:

£m 0 10 20 30 40 50 60
W Corporation Tax M Business Rates B Employers NI
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Section 172 Statement

Section 172 of the Companies Act 2006 requires a director of a company to act in good faith,
as he or she considers will most likely promote the long-term success of the company for the
benefit of all stakeholders as a whole.

This section sets out how both the Board as a whole, and the directors as individuals, have
had regard to the matters set out in s.172(1) (a) to (f) in particular:

¢ the likely consequence of any decision in the long term;
o the interests of the company’s employees;

o the need to foster the company’s business relationships with suppliers, customers, and
others;

¢ the impact of the company’s operations on the community and the environment;

o the desirability of the company maintaining a reputation for high standards of business
conduct; and

¢ the need to act fairly as between members of the company.

Our Governance Report (pages 53 to 70) outlines how the Board operates and describes how
the Board has:

o established the Company’s purpose, strategy, and values, and is satisfied that these
and our culture reflects the needs of all those it serves

o taken full responsibility for all aspects of the Company’s business for the long term

o demonstrated leadership and an approach to transparency and governance with trust
and accountability at its heart

e ensured the skills, experience, and composition of the Board and its overall
effectiveness meets the Company’s future requirements.

In discharging our section 172 duty, our directors, individually and collectively as the Board,
act as they consider will best promote the success of the Company, for the benefit of all our
stakeholders. As part of this duty, our directors have regard for likely long-term consequences
of decisions and the reputation of the business demonstrated through high standards of
business conduct.

Our s172 duties have regard to our employees, our customers, and to all our external
stakeholders.

o Employees — the Board regards the company employees as critical to delivering the
vision, values and outcomes needed to meet our wider stakeholder expectations. The
Board has established several channels to allow employees to be heard whether to
raise concerns, make improvement suggestions or simply to appreciate how we work
with them. The People’s Council is a forum attended by representatives across our
operational business and allows employees to raise agenda items for discussion
through their representative. The Council is attended by Board Executive Directors and
meets twice a year.

In addition, the Company undertakes an annual anonymous employee survey. The
Board debates the actions needed and progress. The Company also has employee
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roadshows, Learn at Lunch sessions and an ‘Ask an Exec’ on a regular basis to
improve learning, appreciation of other departments and to share the messages from
the Board. The Board actively supports employees though mental health awareness,
disability awareness, creating an inclusive work environment, and developing and
supporting people through their careers. The Board continue to grow their established
training “Academy” to deliver apprenticeships, to address skills shortages across the
industry and in particular supporting people of all ages to develop their careers. Our
Academy entry requirements provide a fully accessible route to a career for those from
diverse and disadvantaged backgrounds.

e Customers — Our customers and the service we provide to them are fundamental to
the Board. The Board considers the impact of its actions and decisions on customers,
both for service and value for money. The Board’s aim to be a top-10 customer service
provider across all sectors; the provision of water quality in line with World Health
Organisation Standards; to have no escape of sewage or environmental harm; whilst
ensuring that customer bills are less than 5% of disposable income is embedded
throughout all decisions and actions made.

¢ External Stakeholders — the Board have close regard to our business relationships with
our wider stakeholders; our social purpose, sustainability, the natural environment, and
the impact of our operations on the environment and the communities we serve; as
well as the need to act fairly to balance all stakeholder needs. Consideration of these
factors and other relevant matters is embedded into all Board decision-making,
strategy development and risk assessment throughout the year.

The Board’s commitment to enhancing the environment and supporting our diverse
communities is demonstrated through its Water Force Programme allowing employees
to donate their time to local charities; funding local volunteers “Water Guardians” to
assist local wildlife trusts, and funding local groups and community interest groups
through the Wessex Water Foundation to make a positive impact to the community
and improve the environment.

Our key stakeholders and how we engage with them are set out in more detail in the table on
the next page.
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Stakeholder group

What matters to our
stakeholders?

Metrics

Company engagement

Board level engagement and Impact

Customers

We serve 2.9 million customers

across the south-west of England.

Our aim is to be an exemplar
water and sewerage company
providing reliable and affordable
services for all customers and
communities. Our customers
include:

o Residential
¢ Non-household/business/NAVs
o Developers,

e Minority and underrepresented
groups

e Those in vulnerable
circumstances

o Retailers and bulk supply
customers

e Future customers and
generations, including children
and students

Our customers want safe and
reliable water supplies, an

effective sewerage system that

does not pollute our

environment, a great customer

experience but delivered with
affordable bills and the peace
of mind that they are
supported in times of need.
Our customers’ priority is
increasing for long-term
investment to enhance or
protect the environment and
biodiversity, with many of our
future customers using river
and bathing water more
frequently.

Customer Experience
Score 81.77

Developer Experience
Score 90.21

e Retailer Experience Score
7.9

e Trustpilot rating 4.6 overall

e 4-Star EA Environmental
Performance Assessment

e DWI Compliance Risk
Index Score 0.93

e Water Supply interruption 5
mins 35 secs per property
within our region

e Internal sewer flooding (per
10k properties) 1.56

e Priority services 9.1% on
register

e Risk of severe restrictions
in a drought 0%

e Unplanned outage 1.53%

e Pollution incidents (per
10,000kms of sewer) 36.0

e Mains repairs (per 1000km
of mains) 127.3

e Sewer collapses (per
1000km of sewer) 5.58

¢ Independent Customer Challenge Group

* Qualitative engagement with household
customers, stakeholders, businesses
including in-depth workshops and inter-
generational focus groups to identify the
highest priorities

o Customer feedback surveys and continuous

engagement reviews
e Market research

e Feedback routes through customer
magazine

o Website, including LiveChat and e-billing
* Developer consultations

e Young People’s Panel, and working with
schools and students

o Bill Cap Scheme “WaterSure” for those on
low incomes and unavoidable high-water
use

e Free home check visits and advice on water

use. With our online app “GetWaterFit” to
monitor water use and promote water
efficiency

o Working with partners in catchments to
protect and enhance raw water quality

e Engaging with customers to remove lead
pipes and issues that may affect public
health

e Work with customers to prevent items such
as fat, oil and wet wipes being disposed
down toilets and sinks.

e Personalised support packages tailored to
meet individual financial circumstances (the
TAP programme)

o Willingness to pay research
e Every Customer Matters Strategy

e Customer image tracking surveys
and customer experience research

e Performance metrics
e Operational Resilience
e Young People’s Panel
e Catchment Panel

e Environment and Public Value
Committee and our Social Purpose

o Working with stakeholders and
customers to develop our 25-year
drainage and waste water
management plan

Feedback from our customers and
their representatives informs our
strategy, values, priorities including
(but not limited to) our business
planning priorities, charges, and
pricing strategy.
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Stakeholder group What matters to our Metrics Company engagement Board level engagement and Impact
stakeholders?
e Engaged with over 57,000 customers in
developing our latest business plan.
Customer representatives Our customer representatives As Above e Partner Hub ¢ Independent Customer Challenge

We value the opinions of all our
customers and their
representatives. We work with
over 300 organisations (through
our Partner Hub) that help us
support individuals and
communities across our region.
Our customers representatives
include:

Organisations representing
customer groups such as (but not
limited to):

o Citizens Advice
e Step Change

e Consumer Council for Water
(CCw)

e Bristol Age UK

e Debt Advice Agencies
e Alzheimer's Society

e Mind

e Schools and Colleges

e Charities and third sector
organisations

want to ensure that we value
all customers and engage fully
with them to understand their
requirements, needs and
concerns. Our customer
representatives want to
provide unrestricted challenge
to us for the betterment of all
customers. One of our long-
term outcomes is affordable
bills, targeting water poverty
and ensuring that our
households spend no more
than 5% of their disposable
income on water.

¢ Independent Customer Challenge Group

* Qualitative engagement with household
customers, stakeholders, businesses
including in-depth workshops and inter-
generational focus groups to identify the
highest priorities

o Customer feedback surveys and continuous
engagement reviews

o Market research

* Website, including LiveChat

* Developer consultations

e Young People’s Panel

e Working with schools and students

o Tailored Assistance Programme providing
tailored packages to help individuals’
financial circumstances

e Online partner hub and roadshows
o CCW public meetings

o Working with partners in catchments to
protect and enhance raw water quality

o Work with CCW and the industry to
implement plans for a single national social
tariff

Group

o« CCW public meetings Willingness to
pay research

o Every Customer Matters Strategy
o Performance metrics

¢ Operational Resilience

* Young People’s Panel

o Catchment Panel

¢ Environment and Public Value
Committee and our Social Purpose

o Launch of our “Foundation”
dedicated to community projects
across our region. We have
distributed grants to 188 projects to
help homelessness, hunger, and
mental health.

Feedback from our customers and
their representatives informs our
strategy, values, priorities including
(but not limited to) our business
planning priorities, environmental
ethics, charges, and pricing
strategy.
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Stakeholder group

What matters to our
stakeholders?

Metrics

Company engagement

Board level engagement and Impact

Our people

Our people are the embodiment
of our culture and allow us to
provide excellent service to our
customers. Our people are also
our customers. We aim to
empower our staff with the skills,
knowledge and opportunities
within a diverse and inclusive
culture. Safety of our staff is
paramount. Our employee group
includes:

e Employees

¢ Retired Pension scheme
members and their families

e Future Employees
e Unions

o Contractors.

Our people strive for
excellence in their work and
want to be developed to their
full potential, working in a fully
inclusive workplace, be given
opportunities to shine and be
rewarded fairly for the work
they do. They want to be
valued and their health and

wellbeing kept safe from harm.

Amongst all H&S KPI's - Lost
time incident per 1000 staff
rate from health and safety
incidents 8.49

Gender Diversity Male:
Female 77:23

Mean gender pay gap 1.74%

Delivery of training - 1405 face
to face training courses and
17,613 e-learning courses
delivered

Training plan delivery 100%

Staff survey — good company
to work for 91%

Staff retention 89.1%

¢ A training academy to deliver
apprenticeships.

» |OSH training for all senior/executive
leaders

e Employee survey

¢ ‘Ask the CEC’

e Employee roadshows and Staff Seminars

e Lunch and Learn talks

o Mental Health First Aiders

¢ ARC Alliance

e Working Families Group

¢ Armed Forces Covenant

o Autism at Work Programme

¢ Disability Confident Employer (Level 2)
o Bristol Future Talent Partnership

o Dedicated Early Careers Team

e People’s Council

e People’s council
o Employee survey
e Ask the ‘CEO’

e Employee Roadshows and Staff
Seminars

e Pension Trustee Board

e Health, safety, and welfare
committee

We listen and act on our employees’
opinions to provide our people with
satisfying careers.
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Stakeholder group

What matters to our
stakeholders?

Metrics

Company engagement

Board level engagement and Impact

Our supply chain

Excellent relationships with our
suppliers are key to delivering
excellent services to our
customer and nurturing business
and innovation within our
communities. We aim to use
markets to identify efficiencies to
achieve the best possible
outcomes for the best possible
price. Our supply chain includes:

e Contractors
e Consultants

e Suppliers

Our suppliers want us to
provide them with fair, open
and competitive opportunities
regardless of their size, so that
both ourselves and they can
grow and excel. Our suppliers
want fair payment terms and
assistance during times of
economic hardship, so that
they can support us in
delivering critical services to
our customers.

Number of suppliers 2,977
Average creditor days 22

Total Supplier Payments made
during the year £522m

Adherence to Utilities
Contracts Regulations, with
current supplier challenges
upheld being 0

o Wessex Water Marketplace
o Membership of British Water
o Pipeline Industries Guild

e EnTrade liaison with the market

o Wessex Water Marketplace
e Membership of British Water
e Pipeline Industries Guild

o AMPS8 Delivery Plan

Our suppliers have provided us with
innovative and new ways of working
to deliver more services for less. We
listen and nurture our supply base
ensuring that they are supported
during the current economic crisis.

Our investors

Our investors provide the
financial support to enable us to
deliver our strategy and live our
values. Our investors include:

e Banks and financial institutions
e Bond holders

e Shareholder.

Our investors want to support
a company that provides
reputational and financial
benefits to them. They want
long-term performance that is
supported by sound strategy,
planning, governance, risk
management and
sustainability.

Regulatory gearing 71.3%
Loss before tax £25.1m

Investment credit grade BBB+
& Baa1

Sustainalytics ESG Risk
Rating 16.8 Low Risk

* Ratings agencies
o Annual Report

o Meetings with debt investors

e Sustainable Financing Policy
* Ratings agencies

e Annual Report

Our investors provide our financial
resilience
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Stakeholder group

What matters to our
stakeholders?

Metrics

Company engagement

Board level engagement and Impact

Government and regulators

Our regulators provide the
oversight to allow us to contribute
to the UK as a nation, to support
our environment, our public
health standards, and our
economic infrastructure. We aim
to be an exemplar to the industry
trusted to leave the environment
in a better condition for future
generations, whilst acutely aware
of the financial pressures on our
customers. Our key government
and regulator groups are:

o Government departments
e MPs

e Local councillors

o Ofwat

e Environment Agency

» Natural England

o DWI

Health & Safety Executive

Pensions regulator

Market Operator Services
Limited (MOSL).

¢ Information Commissioner’s
Office (ICO)

Our regulators and
government want the best
outcomes for our customers,
the environment and
resilience. They want us and
the water industry to be
responsible, trustworthy, and
transparent in all our activities.

All performance commitments
(see our annual review).

Between 2020-2025 we
have...

Treated and supplied 270
million litres of water daily

Renewed over 7,300 miles of
water mains

Spent £80m tackling leakage

Treated 480 million litres of
sewage a day

Spent £732m on protecting
rivers, lakes, and estuaries.

Spent £155m improving water
quality

Spent over £330m on
upgrading storm overflows.

o Performance and risk reporting
o Strategic Direction Statement
* Price review methodology

e Charging

¢ Health liaison panel

o Working with Local Authorities to
understand growth strategies and to co-
ordinate investment and deliver partnership
projects

Chalk streams support projects, county
wildlife Trusts, Natural England and local
rivers and fishery trusts to develop our
water resources management plan

Environment land management auction
scheme

* Board meetings and committees

e Pre-appointment non-executive
director interviews

e Business planning and target setting
o Health and safety strategy

e Environment and Public Value
Committee

e Qutcome Based Environmental
Regulation Approach

* Working with the Environment
Agency to continue review of
sustainable levels of abstraction

e Working with neighbouring water
companies to deliver shared
solutions

e Working with Defra and the
Environment Agency and approx.
200 landowners to reduce nitrogen,
phosphorus and carbon

Our regulators inform our strategy,
our business plans, our processes.
They provide valuable input into
everything we do.
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Stakeholder group What matters to our Metrics Company engagement Board level engagement and Impact
stakeholders?

Environmental NGOs Our environmental colleagues |e EA Environmental e Catchment Panel e Environment and Public Value

) want us to value, protect, Performance Assessment 4 Committee
We take our role as a custodian

preserve and enhance our Star o Wessex Water Foundation
of our local environment seriously . « Outcome based environmental
and with that the opinions of our local environment, and  Compliance with * Liaison groups requlation aporoach
environmental colleagues. Our contribute to wider abstraction licences equiation approse
Vi ues. Ou . . .
environmental improvement. e Chalk streams support projects, county
ambition is to perform a wider role P « Pollution incidents (per * Net Carbon Zero Routemap and

wildlife Trusts, Natural England and local

; ; Climate Adaptation

in society as a trusted company 10,000kms of sewer) 36.0 rivers and fishery trusts to develop our P

that takes care of the natural e Water Recycling Centre water resources management plan We embed the opinions of our
world and sets the benchmark for compliance . . environmental colleagues into our
environmental performance, e Funding for Volunteer Water Guardians

. . direction and priorities.
addressing climate, carbon e Bathing water compliance

neutrality and nature e Watercourses in good
emergencies across the industry ecological condition
to meet the rising expectations of
the environment and long-term ;

- . Interest in Good or
resilience. Our environmental Recovering condition; Al
non-governmental organisations actions delivered
include but are not limited to:

e Sites of Special Scientific

e Greenhouse gas emissions

o Wildlife interests (operational) - 105 kt CO2e
(performance commitment),
» Bathing water and river 156 kt CO2e (TCFD
amenity interests reporting)
e Catchment and Land e Tree planting
Management

e Environmental partnerships

e waste minimisation
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Board principal decisions

The following examples provide insight into some of the Board discussions and principal decisions
taken during the reporting year. This includes how stakeholder interests are considered, where
conflicting stakeholder requirements have been debated and how the Board and its decisions have
added long-term value to the Company. The Board'’s principal decisions are central to the formation
and delivery of our strategy and are those critical to our long-term performance and success. Details
of the Board Committees, including membership, number of meetings, and attendance are set out
in the Committee reports on pages 71 to 96. An outline of the Board members’ skills and experience
is outlined on page 62. In any decision we consider the needs and requirements of all our
stakeholder groups, cognisant that we may not be able to meet everyone’s requirements as
positively as we would like and take careful consideration of competing priorities.

Principal decision 1 — Environmental Strategy, Catchment Quality and Regulation

The Board had extensive debates during the year on the strategy to achieve our environmental
ambition and outcomes by 2050 and the regulatory framework to enable achievement of that
ambition. The Board considered the company’s current performance and position, potential solutions
for the more challenging issues and current work already being undertaken to meet long-term
ambitions. The Board invited a panel of external stakeholder experts to inform and challenge the
Board'’s strategy to improve river quality, upstream sustainable catchment management solutions
and nature-based solutions. These discussions informed the Board’s environmental delivery
framework, our business plan submission and further informed our Sustainable Solutions for Water
and Nature (SSWAN) initiative to lobby for outcome-based regulation focussed on whole catchment
health.

Principal decision 2 — Business Plan Approval

After significant consideration, challenge and discussion the Board approved the submission of the
five-year business plan to Ofwat. In approving the submission, the Board considered the challenges
of the regulatory approach against the ambition of the business strategy and the company’s
alternative business plan. The Board reviewed the content of the business plan, evaluating the ability
to finance the plan, the scale of investment, impact on overall bill profiles, risks and uncertainties,
performance level commitments, and the deliverability of the programme. The Board considered the
impacts on:

e Customers, in terms of bills and water poverty but at the same time recognising the
unsustainably low level of water bills in the UK.

¢ Environmental stakeholder and community groups whose expectations are for us to do more
to protect the environment.

e Regulators, to meet the specific requirements of the price review business planning process
challenged by delivering longer-term improvements and outcomes.

o Employees, to ensure that there was sufficient capacity to deliver the programme of work.

The Board approved the plan, believing it was in the best interest of all stakeholders. However it
decided to continue to work with the regulator on an alternative planning approach to improve the
scope to deliver environmental gain and customer benefits more effectively, over a sustainable long-
term approach.
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Principal decision 3 — Culture, Inclusion, Diversity (CID) and the Gender Pay Gap

The Board reviewed our suite of CID and gender equality initiatives and challenged the progress
made to date. Key metrics in focus areas of gender, disability, ethnicity, and LGBTQ+ are routinely
measured across the company, supported by a new focus on social mobility, which looks at
employees living in DWP-defined disadvantaged postcodes. These measures support delivery to
our customers and enhance the diverse communities we serve. The Board considered comparative
performance across the wider utility industry and community-based data from local authorities.

The Board also reviewed the gender pay gap, which shows the difference between average hourly
pay for men and women. The Board discussed the trend, showing an improved equality position
(based on mean averages) for women from 2021 (2.6%) to 2023 (1.6%), noting the higher proportion
of male employees (77%) in the workplace. The Board was encouraged by the work being
undertaken to engage with young people, the YTL Academy and educational establishments to
encourage more women into the utility industry, particularly within the Wessex region.

The Board debated the progress made and the specifics of further improvements required based on
the performance to date and comparators. A comprehensive programme of twenty activities across
each of the CID key areas of focus was agreed along with initiatives to encourage more women into
the utility industry that address both shorter-term solutions and longer-term. The Board requested
a continued focus on CID and gender pay as a high priority as it is in the best interests of our
employees, the communities we serve and quality of service, the utility industry as a whole and the
long-term sustainability of the company.

Principal decision 4 — Dividends

The Board undertakes quarterly reviews of company performance in consideration of its dividend
payment to the shareholder. In particular, the Board reviews the operational, financial and credit
performance of the company and wider economy in assessing any dividend due, taking regard of
the expectations of customers, regulators and other environmental stakeholder groups. The Board
debated the current operational performance particularly for customer service, drinking water quality,
the environmental performance rating (EPA score), sewer flooding and leakage. The Board also
considered the proposed investment requirements required both for the short and long term and the
forecast performance for the year end, in particular the investment to recover to reduce pollutions
and flooding. In reviewing the financial performance, the Board referenced the detailed management
accounts and discussed the reduction in revenue from reduced household consumption, which was
anticipated to stabilise. The Board considered the Company’s ability to maintain a solid investment
grade credit rating together with its gearing, interest cover ratio, forecasts for inflation and other
economic pressures that may arise against that forecast and budget. In considering the potential
dividend the Board also considered any tax liabilities, pension deficits and the liquidity position.

The Board decided the dividend payment was consistent with the company performance, particularly
for service delivery, its customers, and environmental stewardship, taking into account the current
and future risk and investment requirements, reflecting the long-term commitment from the
shareholder.
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Principal decision 5 — Capital Investment Decision (Holdenhurst)

The board made a number of decisions relating to significant capital investment during the year. An
example of this is at Holdenhurst Water Recycling Centre (WRC), an activated sludge works with
UV treatment operating near the River Stour and serving a population equivalent of ¢176,000. It falls
within the Bournemouth, Christchurch and Poole Council area and serves the town of Bournemouth.
The Water Recycling Centre is identified as part of the WINEP (Water Industry National Environment
Programme) as requiring process improvements to meet future regulatory obligations over
phosphorus, aluminium, storm storage and Event Duration Monitoring (EDM) on overflows to and
from storm tanks.

The Board considered the options noting the ability to maintain site operations within permits and
services to the customer during the improvements. The specific solutions presented were considered
with discussion of the risks on site, the cost commitment, the embedded and operational carbon
impacts, the increased chemical dosing and volume of sludge treatment needed, the design life and
the potential for future expansion, the permitted development with potential impacts on green belt
land, and compliance with future permitting requirements. The Board considered the scheme’s cost
of £24.6m against other competing demands and the opportunities to prioritise the improvements to
the environment for river water quality and carbon. The Board discussed the opportunities for using
power generated from other bioresources activities to be used on the site to reduce the overall
energy cost and the carbon impact. The Board considered the scheme to be in the best interests of
the environment to provide sustainable and resilient services, and its regulators.

The strategic report was approved by the Board of Directors on 20 September 2024 and signed
on its behalf by:

Colin Skellett - Director
Claverton Down

Bath

BA2 7WW
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Governance report
Chairman’s introduction to governance

Wessex Water is committed to the highest standards of corporate governance and as requirements
evolve, we strive for continuous improvement. This report outlines how we have ensured that best
practice and effective corporate governance procedures are in place and how ongoing
improvements have been implemented to support the long-term success of the Company.

We have a very important role in the lives and wellbeing of our customers and communities and the
Board recognises that it is a privilege to be entrusted to provide essential public services to millions
of customers. In this privileged position we must build and maintain successful relationships with a
wide range of stakeholders. The purpose, strategy, values, and culture of the Company are
developed and promoted through continuous engagement with these stakeholders, including
customers, community, and interest groups, employees, and regulators. Further details on how we
have engaged with all our stakeholders over the year can be found on pages 42 to 52. This year, in
particular, the Board has reviewed its proposed business plan for Ofwat's next five-year period
outlining an ambitious £3.5bn investment programme.

Maintaining the highest standards of corporate governance is integral to the long-term success of
the Company. The Company continues to embrace Ofwat’s Board leadership, transparency and
governance principles and is satisfied that it meets all the objectives. The Ofwat Objectives are the
primary governance framework against which the Company reports, but the Board also follows the
Wates Corporate Governance Principles for Large Private Companies (the Wates Principles). We
believe that our standards of corporate governance ensure that the Company operates effectively
and efficiently to the benefit of all our stakeholders, maintaining our position as a leading water and
sewerage company for customer service, satisfaction, and environmental performance. In this
report, we demonstrate and explain how this is the case.

The following pages set out details of our Board of Directors (pages 54 to 57), further information on
our governance arrangements and compliance with Ofwat’s Objectives (pages 58 to 70) and the
reports of the Audit and Risk, Environment and Public Value, Health and Safety, Nomination, and
Remuneration Committees (pages 71 to 96). These reports demonstrate that the Company has in
place effective arrangements to ensure the highest standards of corporate governance.

Tan Sri (Sir) Francis Yeoh KBE
Chairman
20 September 2024
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The Board of Directors
The composition of the Board throughout the reporting year is as follows.

Shareholder Non-Executive Chair
Tan Sri Sir Francis Yeoh KBE

Sir Francis has been Managing Director of YTL Corporation Berhad, Malaysia, since 1988 and was
appointed as Executive Chairman in June 2018. He was appointed to the board of Wessex Water
Services Limited in May 2002 and chairs the nomination committee.

He has been Managing Director of YTL Power International Berhad since October 1996 when he
was appointed to the board as an Executive Director. Since June 2018 he has been the Executive
Chairman of YTL Power International Berhad. Under his stewardship, YTL Corporation Berhad
Group has grown from a single listed company into a global integrated infrastructure developer
encompassing multiple listed entities including YTL Corporation Berhad, YTL Power International
Berhad, Malayan Cement Berhad, YTL Hospitality REIT, and Starhill Global REIT.

He is a founding member of the Malaysia Business Council and Malaysia's Capital Markets Advisory
Council and a Global Council member of the Asia Society. He served as an independent non-
executive director of the Hong Kong and Shanghai Banking Corporation Limited for a period of 10
years from July 2012 to June 2022.

In 1997 Sir Francis was conferred the Order of Loyalty to the Crown of Malaysia for his services to
the nation which carries the title “Tan Sri”. In 2019 he was awarded the Knight Commander of the
Most Excellent Order of the British Empire (KBE) by Her Majesty Queen Elizabeth Il for his
contribution in strengthening UK-Malaysia bilateral relations.

Executive Directors
Colin Skellett OBE — Chief Executive

Colin Skellett is a scientist and engineer by training and a Fellow of the Royal Society of Chemistry.
He has worked largely in the water industry and was appointed Chief Executive of Wessex Water in
1988. Colin’s tenure as Chief Executive of Wessex Water will end in September 2024.

Colin is currently Chief Executive of the YTL UK Group that includes Brabazon new town and Arena
Complex at Filton, Wessex Water, YTL's UK Hotels, GENeco and a number of retail businesses.
He became Chair of Business West in April 2022.

He has had non-executive roles in rail, travel, and international infrastructure businesses, served on
the Board of the South West Regional Development Agency and is involved with a number of
charities. Colin was also Chair of the West of England Local Enterprise Partnership from 2011 until
the beginning of 2016.

Colin was awarded an OBE for services to business and WaterAid in the 2012 Queen's Birthday
Honours and has Honorary Doctorates in Engineering from the Universities of the West of England
and Bristol.

Andy Pymer — Chief Finance Officer

A civil engineer turned economist, Andy is a Chartered Director and Fellow of the Institute of
Directors with more than 30 years' experience in the water sector. Andy was previously managing
director of Wessex Water's regulated water and sewerage business since 2016 and director of
regulation and customer services since 2012.
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Andy was appointed to the board of Wessex Water Services Limited in August 2012. He is also Co-
chair of Wessex Water's joint venture billing company, Pelican Business Services. Andy is a founding
Member of the Environmental Markets Board, which oversees the governance framework for
participating nature markets in the UK, and Chair of Wessex WaterAid, which has raised more than
£1.2m for the charity over the past ten years.

John Thompson — Chief Operating Officer

John is the Chief Operating Officer for Wessex Water with overall responsibility for meeting the
needs of our customers through sustainable operations and engineering. John joined Wessex Water
in 2006 after a varied career in the oil, gas, aviation, defence, and water industry sectors. John has
over 20 years’ experience in empowering and leading large teams to deliver award winning services
with a proven record of creating a positive inclusive team culture, supporting people development,
and providing strong commercial growth.

John’s appointment as Health and Safety Board Director in March 2021 recognises his experience,
collaborative ethos, and commitment to continuously improve throughout Wessex Water and the
wider industry.

Appointed to the board of Wessex Water Services Limited in June 2020, John is a director of the
Wessex Water Services Pension Trustee board and a member of the Environment and Public Value
Committee.

John is a Trustee of Futura Learning Partnership, a partnership of schools which span the Bristol,
Keynsham, Bath, and Clevedon areas that are working together to provide high quality educational
experience and life skills for all students in their care.

Ruth Jefferson — Chief Compliance Officer

Ruth is the Chief Compliance Officer and Group General Counsel for Wessex Water. Ruth joined
Wessex Water in 2016 after a legal career in London and Bristol specialising in competition law
issues across a broad range of sectors and clients. Ruth has wide experience of legal and
governance matters and has overall responsibility for compliance and group services. Ruth will
succeed Colin Skellett as Chief Executive of Wessex Water in September 2024.

Ruth was appointed to the board of Wessex Water Services Limited in September 2022. Ruth is
also a Board member of the West of England Local Enterprise Partnership and Bath Festivals.

Independent Non-Executive Directors
Jim McKenna — Senior Independent Director

Jim has a background in technology and services, working with a number of early-stage technology
companies as both an investor and mentor. In his executive career, Jim was the Chief Operating
Officer at Logica PLC having previously worked for GEC-Marconi and the Plessey Company PLC.

Appointed to the Board of Wessex Water Services Limited in June 2019, he became the Senior
Independent Director in November 2020. Jim is a member of the nominations, remuneration and
audit committees.

Jim is the chairman of the Liverpool School of Tropical Medicine. He is also vice-president of
Catch22, a social business he helped create in 2008.

Previously chairman of Parsons Brinkerhoff (Europe) and chairman of Azzurri Communications, Jim
also chaired the Council at the University of East London and was a member of the Government’s
Senior Salaries Review Board.
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Dame Fiona Reynolds DBE — Independent Non-Executive Director

Dame Fiona Reynolds DBE chairs the Environment and Public Value Committee. She was Master
of Emmanuel College, Cambridge from 2012 until 2021. She came to the college from the National
Trust, where she was Director-General from 2001-2012. Before the Trust, she was Director of the
Women'’s Unit in the Cabinet Office (1998-2000), Director of the Council for the Protection of Rural
England (now Campaign to Protect Rural England) from 1987-98 and Secretary to the Council for
National Parks (now Campaign to Protect National Parks) from 1980-87.

Fiona holds several other non-Executive roles. She is Chair of the National Audit Office, the
Governing Council of the Royal Agricultural University, the International National Trusts
Organisation, the Cathedrals Fabric Commission for England, Cambridge University’s Botanic
Garden and its Bennett Institute for Public Policy, and a Trustee of the Grosvenor Estate and the
charity Green Alliance. Her book The Fight for Beauty was published in 2016.

Kate Mingay — Independent Non-Executive Director

Kate is a corporate finance specialist with three decades of experience across regulated utilities,
transport, and energy infrastructure. Kate began her career in UBS and Goldman Sachs, later
becoming Director, Corporate Finance at the Department of Transport. She was a member of HM
Treasury’s Major Projects Review Group, which involves scrutiny of major government projects.

Appointed to the Board of Wessex Water Services Limited in June 2019, Kate was appointed Chair
of the Audit and Risk Committee in August 2020. She is also a member of the remuneration,
nomination, and environmental and public value Committees.

Kate is also Non-Executive Director to the Board of Morrison, a leading global infrastructure fund
manager. She was previously the Senior Independent Director at Mutual Energy, a Non-Executive
Director at Ansaldo STS S.p.A. (now integrated into Hitachi’s global rail business) and a Trustee of
the British Science Association. She is actively involved in economic and corporate finance
consulting including being a Senior Adviser at Cambridge Economics Policy Associates and also
advises Ofgem in the offshore energy transmission and nuclear sectors.

Kevin Wall — Independent Non-Executive Director

Kevin has extensive experience in the banking and finance sectors having spent four decades
working for Barclays Bank in various senior leadership roles in the UK and overseas. Kevin retired
from Barclays Bank in 2020 and his last role was as CEO and Board member of Barclays European
subsidiary as well as being a member of the Barclays Bank PLC executive committee.

Appointed to the Board of Wessex Water Services Limited in January 2021, Kevin is a member of
the Audit and Risk, Health and Safety, Environment and Public Value, Remuneration and
Nomination committee, as well as chairing the Pension Trustees Board. Kevin also acts as a senior
advisor to Panmure Gordon, investment bank, is a board observer at Zero Gravity, an online
educational platform, and chairs FreeMarket Ireland, a payments provider.

Kevin was previously a non-executive director of Which? Limited, the Business Growth Fund and
served as a trustee director of the Barclays Pension Fund.

Tim Gardam CBE — Independent Non-Executive Director

Tim’s career began in broadcasting at the BBC where he was Editor of Newsnight, Panorama, and
Head of Current Affairs Programmes, and then went on to executive roles at Channel 5 and Channel
4 TV. Tim has held several senior roles across a variety of commercial, regulated and consumer
sectors.
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Appointed to the Board of Wessex Water Services Limited in January 2020, Tim is a member of the
audit and risk and nomination Committees. He is also a member of the Environment and Public
Value Committee. In 2021, Tim was appointed Chair of the Health and Safety Committee.

Tim was previously the Chair of the Consumers Association (Which?). He also was a non-executive
member of the Ofcom board from 2008 to 2015. Tim was also the Principal of St Anne’s College at
the University of Oxford from 2004-2016. Tim is currently the Chief Executive of the Nuffield
Foundation, a member of Council of the University of Birmingham and serves as a Trustee of
Thomson Reuters Founders Share Company.

David Barclay — Non-Executive Director

With over 30 years of experience in the City, David has an in-depth knowledge of corporate finance
and corporate governance. David has held directorships in a wide variety of sectors including
engineering, construction, retail, and investment management. David was previously Deputy
Chairman of the John Lewis Partnership, Deputy Chairman of The British Library, and Chairman of
The Maudsley Charity.

David assisted YTL Corporation with its acquisition of Wessex Water in 2002 and since then has
been a director of Wessex Water Services Limited. David formerly chaired the audit and risk
committee and is also a director of Wessex Water Limited, the holding company for Wessex Water
Services, and YTL Land and Property Limited.

Hong Yeoh — Shareholder Non-Executive Director

Hong is the Managing Director of YTL Power International Berhad (“YTLPI”), parent company of
Wessex Water. He has been an Executive Director of YTLPI's parent company, YTL Corporation
Berhad, Malaysia since 1985 and spearheads the group’s investments in utilities, infrastructure, and
digital businesses. He is also the Managing Director of the YTL Group’s construction and
telecommunications divisions.

He has been a director of Wessex Water Services Limited since May 2002, a member of the
nomination committee and also chairs the remuneration committee. He is a trustee of YTL
Foundation.

Mark Yeoh — Shareholder Non-Executive Director

Mark is executive director responsible for the YTL hotels and resorts division. He was appointed to
the board of Wessex Water Services Limited in July 2003 and is a member of the remuneration
committee. He joined the YTL Group in 1989 and serves on the board of YTL Corporation Berhad,
YTL Power International Berhad, YTL Land & Development Berhad, and YTL Cement Berhad.

He is also an executive director and chief executive officer of Pintar Projek Sdn Bhd, the manager
of YTL Hospitality REIT. He graduated from King's College, University of London with an LLB (Hons)
and was subsequently called to the bar at Gray's Inn, London in 1988. He became a fellow of King's
College London in July 2014.

Hann Yeoh — Shareholder Non-Executive Director

Hann heads the investments, digital and infrastructure portfolio of the YTL Power Group. He has
been a director of Wessex Water Services Limited since August 2012.

A graduate of Oxford University with a Master of Engineering in engineering science, Hann also sits
on the board of YTL PowerSeraya Pte Limited in Singapore and is the President Director of Tanjong
Jati Power Company in Indonesia. Hann led the team that set up Geneco, now Singapore’s largest
energy retailer, and YTL Data Centers as well as a new digital banking venture in Malaysia.
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Board leadership, transparency, and governance — the Ofwat Objectives (and supporting
provisions)

We explain below how we meet the Ofwat Objectives and supporting principles on Board
leadership, transparency and governance as published by Ofwat in January 2019.

Ofwat Objective 1 - Purpose, values, and culture

The Board establishes the company’s purpose, strategy, and values, and is satisfied that
these and its culture reflect the needs of all those it serves.

The Board has full responsibility for all aspects of the Company’s business, and is responsible for
establishing the purpose, aims, strategy, values, and culture of the Company for the long term. The
Company spends time considering and reviewing its purpose, aims and strategy. This is to ensure
that the Company continues to meet the demands of all stakeholders.

The Company’s purpose is ‘To support our customers’ health and wellbeing and enhance the
environment and the diverse communities we serve’. The long-term plan for delivery of the
Company’s purpose is set out in the revised Strategic Direction Statement which can be found here
with eight key outcomes.

Outcome Aim

100% quality compliance, always

Zero interruptions of longer than three hours

Halve the impact of sewer flooding
Zero water poverty
Be a top 10 customer service provider in the UK

Never harm the health of the water environment
through our abstraction

To restore the quality of our rivers and coastal
waters

Be a net zero carbon business by 2040

Double our contribution to the region’s biodiversity

The purpose, aims, strategy, values, and culture of the Company are developed and promoted
through continuous engagement with wider stakeholders, including customers, community and
interest groups, employees, and regulators. The Company has mechanisms through which
stakeholder interests can be represented and changing societal pressures can be understood by the
Board, including the Customer Challenge Group, the PR24 working group, and the Environment and
Public Value Committee, the role, and responsibilities of which are described further in this report.

Additional information about the range of stakeholder engagement that has informed and influenced
the aspirations of the Board is contained in the Strategic Report on pages 2 to 52. Through this
approach the Board ensures that the Company’s vision, which encompasses its purpose, values,
and culture, aims and strategy to deliver, are aligned to ensure the Company performs and delivers
for all that it serves.

The Company maintains its formal policy on business ethics. Directors and employees are expected
to commit to the highest standards of professional and ethical conduct to protect the Company’s
reputation and standing. Unethical behaviour, bribery and corruption are not tolerated. All Directors
and employees are made aware of the Company’s policy and that breaching it will result in
disciplinary action.
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The Board’s processes ensure that the proposals contained within the current and proposed five—
year business plans are consistent with its vision, aims and strategy for the long term. The activities
of the Board that enable it to be satisfied that the business plan is consistent with its long-term vision
for the Company are set out within the Strategic Direction Statement which is available on the
Company’s website. The Company actively canvasses for longer-term Outcome Based
Environmental Regulation to enable society to pay less for more environmental improvements,
empowering the water sector to make its contribution to the Government’s 25-year Environment
Plan. The Board continues to engage with the Company’s regulators to encourage this more holistic
approach to regulatory performance outcomes beyond a five-year period to encourage sustained
outcomes.

Given the long-term challenges faced by society, the Board has a well-established published
statement of the Company’s social purpose, and is supported by the Environment and Public Value
Committee in delivering this. This statement specifies the Company’s wider role, in particular the
opportunity to deliver a better environment, to support the communities we serve, to be a great place
to work and to contribute to the growth of the UK economy.

The Board monitors and assesses the values and culture of the business to satisfy itself that
behaviours are aligned with the Company’s purpose and values on an ongoing basis. It does so by
monitoring the performance of the business against its key targets. It also seeks out the views and
experiences of customers, key stakeholders, and employees. The Board has an established
Customer Challenge Group that works with customers to help inform strategy, policy and delivery.
The Board also takes account of independent assessments of the Company’s commitment to
customer service excellence by achieving both the government’'s Customer Service Excellence
accreditation and the Institute of Customer Service ‘Service Mark’ accreditation and Trustpilot
reviews. Key stakeholders are engaged through a variety of means from funding water guardians,
working with organisations such as Citizens Advice or liaising with over 300 partners through our
“Partner Hub”. Employees’ views are canvassed through regular surveys and by giving further
opportunities for instant feedback. Where there is evidence that behaviours are misaligned with the
Company’s purpose and values, the Board acts, through the Executive and Management, to correct
this. Further details are included in the Strategic Report on pages 2 to 52.

The Company has clear values and behaviours for its employees to follow and actively publicises to
all its employees a whistleblowing (“Raising a Concern”) policy for reporting instances of wrongdoing
or inappropriate activity across all areas of business, including behaviours, water regulation, health
and safety, bribery, corruption, and fraud. All ‘Raising a Concern’ reports are treated on a strictly
confidential basis whether from internal or external sources. Issues of whistleblowing are brought to
the attention of the Audit and Risk Committee.

Ofwat Objective 2 - Standalone regulated company

The regulated company has an effective Board with full responsibility for all aspects of
the regulated company’s business for the long term.

The Board is fully focused on and has full responsibility for the activities of the Company and is
responsible and accountable for setting, implementing, and supporting the Company’s purpose,
strategy, aims, values, and culture. The Board is satisfied that this objective is met, and the Board
takes full responsibility for all aspects of the Company’s business for the long term. The Board
composition and details of career backgrounds, relevant skills, Committee membership and tenure
is set out in the individual biographies on pages 54 to 57.
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The Board sets the strategy, oversees its delivery, and maintains the highest standards of
governance. The Board also ensures that, in making its decisions, these create sustainable, long-
term value for the Company’s stakeholders. The Board has ultimate responsibility for risk
management and determines the appropriate risk appetite based on a balanced assessment of all
risks including safety, operational, financial, and strategic. The Board is supported by both the Audit
and Risk Committee and the Health and Safety Committee, from which it receives regular updates
and reports.

In order to manage risk, the Board and its Committees assess the integrity of information and
whether controls and systems of risk management are robust and defensible. The Board requires
management to identify, assess and report the impact of risks to enable the Board to effectively
monitor and approve any decisions affecting the Company’s risk profile. An explanation of principal
risks, and our approach to mitigating these risks, is provided on pages 97 to 114.

The Chair leads the Board and ensures that all items are discussed openly and that all Directors
have the opportunity to express their views. The Board meets at least six times each year.

The principal duties of the Board and the matters reserved for its decision are fully documented and
published on the Company’s website. The Board is responsible for strategy; charges; material
changes to the Company’s management and control structure; Board appointments; approval of
material contracts; risk management; health and safety; disposal and acquisition of material assets;
approval of the annual operating budgets; employee pension arrangements; significant changes in
accounting policies; and the defence and settlement of material litigation. During the year, the Board
received detailed reports from Executive Directors on all aspects of the Company’s business and
finances. There are regular updates on health and safety, customer service, operational
performance, management of key business risks, the investment programme, and regulatory
matters. During the year, the PR24 working group spent significant time considering and reviewing
the approach and content of the business planning for AMP8.

There are no matters specifically reserved to the shareholder. In practice the Board operates (and
has operated continuously for more than a decade) without the requirement for shareholder
resolutions. As part of its responsibility for the management of risk, the Board has determined criteria
which control the extent of dividends paid and consequently the financial gearing of the Company.
As with all Board decision making, these criteria were determined with the active involvement of the
Independent Non-Executive Directors. These criteria are set out in the notes to the accounts. The
Board also annually reviews and approves the Company’s framework for control of the Company’s
affairs detailing the effective management of the Company and granting delegated powers and
authorisations.

In line with good governance, the Board delegates certain roles and responsibilities to its
Committees. All Board Committees report to the Board and, where required, final decisions are
taken by the Board. The Independent Non-Executive Directors, led by the Senior Independent Non-
Executive Director, form, or participate in the various Board Committees. The Committees assist
the Board by fulfilling their roles and responsibilities, focusing on specific activities, reporting to the
Board on decisions and actions taken and making recommendations to the Board. The Terms of
Reference of each of the Board Committees are regularly reviewed and published on the Company’s
website.

The Board ensures that Directors (and in particular the Independent Non-Executive Directors) have
access to independent professional advice at the Company’s expense where they judge it necessary
to discharge their responsibilities as Directors. The Board also ensures that the Committees are
provided with sufficient resources to undertake their duties.
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If Directors have concerns about the running of the Company or a proposed action which cannot be
resolved, they are encouraged to ensure that their concerns are recorded in the Board minutes and
the Independent Non-Executive Directors are encouraged, on resignation, to provide a written
statement to the Chairman highlighting any such concerns.

The Company arranges appropriate Directors’ and Officers’ insurance against the usual legal risks
faced through holding office.

Ofwat Objective 3 - Board leadership and transparency

The Board’s leadership and approach to transparency and governance engenders trust
in the regulated company and ensures accountability for their actions.

The Board is satisfied that its leadership of the Company including its transparency and
accountability satisfies this objective.

Details of the Company’s group structure can be found on page 68. Details of the Board Committees,
including membership, number of meetings, and attendance are set out in the Committee reports on
pages 71 to 96.

The Company’s dividend policy and detail on dividends paid during the year are set out in the Notes
to the statutory financial statements on page 166. Details of the Company’s executive pay policy can
be found on page 82.

The Board is also responsible for the management of risk. The principal risks to the Company and
how these have been considered and addressed can be found in the Strategic Report on pages 97
to 114.

The Company looks to ensure that it publishes information for its customers and stakeholders in a
form that is clear and easily accessible.

Ofwat Objective 4 - Board structure and effectiveness

The Boards and their Committees are competent, well run, and have sufficient
independent membership, ensuring they can make high quality decisions that address
diverse customer and stakeholder needs.

The Board is satisfied that this objective is met.

The following were Directors during the year under review:

Shareholder Non-
Executive Directors

Non-Executive
Director

Independent Non- Executive Directors

Executive Directors

Jim McKenna (Senior | Colin Skellett David Barclay Francis Yeoh (Chair)
Independent Director)

Dame Fiona Reynolds | Andy Pymer Hong Yeoh

Kate Mingay John Thompson Hann Yeoh

Tim Gardam Ruth Jefferson Mark Yeoh

Kevin Wall
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The Company carefully considers its Board composition and there are currently five Independent
Non-Executive Directors on the Board. This makes the Independent Non-Executive Directors the
single largest group on the Board and ensures that wider group or shareholder interests are not able
to override independent judgment and/or dominate decision-making. The Independent Non-
Executive Directors bring extensive knowledge and experience to the Board.

In addition to the Independent Non-Executive Directors, there are four Executive Directors. The
Executive Directors have significant experience in the water sector. One experienced former
Independent Director is also appointed as a Non-Executive Director: David Barclay was our former
Senior Independent Director, and the Board makes full use of his individual professional expertise.

Four further Non-Executive Directors are appointed by the Company’s sole shareholder, including
the Chair and Kathleen Chew as an alternate director for Hann Yeoh, Hong Yeoh and Mark Yeoh.

The collective experience of the Directors and the diverse skills and experience they possess
ensures that the Board makes decisions in a balanced way. The Board considers that its current
composition ensures an appropriate balance of skills, experience, independence, and knowledge so
that no individual or small group of individuals can dominate the Board’s decision taking. Details of
the Board'’s skills and experience can be found in the Director’s biographies on pages 54 to 57 and
are summarised below:
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The Independent Non-Executive Directors scrutinise the performance of management in meeting
agreed goals and objectives and monitor the reporting of performance. The Independent Non-
Executive Directors have direct access to senior management and contact with the wider business
is always encouraged to ensure a deeper understanding of the Company’s operations and activities.

The search for Board candidates is led by the Nomination Committee, and appointments and re-
appointments are made by the Board on merit, against objective criteria, with due regard to the
benefits of diversity on the Board (including diversity of skills, experience, ethnicity, and gender).
Before any formal appointment, new Independent Non-Executive Directors meet with Ofwat to
ensure that there is a clear understanding of the responsibilities attached to being a non-executive
director in this sector. All directors receive induction training on joining the Board and regularly
update and refresh their skills and knowledge, including by spending time with the business and
attending site visits.
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Chair

Throughout the financial year under review Francis Yeoh was the Company’s Chair. The Chair was
not independent of investors on appointment; however, this appointment is considered to be
appropriate given the Company is a private company with a single shareholder. Whilst not
independent, the Chair has demonstrated objective judgment throughout his tenure, and the Board
is satisfied that the Chair leads the Board in a way that encourages all Directors to participate fully
in Board discussions. The Board and its Committees have sufficient independent membership,
ensuring they can make high quality decisions that address diverse customer and stakeholder
needs.

To ensure there is an independent link with regulators that is separate from management or the
shareholder, Jim McKenna, the Senior Independent Director, is the nominated point of contact.
Since Jim was appointed Senior Independent Director in November 2020, he has spent a significant
amount of time developing that relationship with Ofwat and other regulators.

The Chair promotes a culture of openness and debate by facilitating the effective contribution of
Non-Executive Directors, in particular ensuring constructive relations between Executive and Non-
Executive Directors and ensuring effective communication with the Company’s shareholder. Board
agendas are agreed in consultation with other Directors and the Company Secretary. By way of
exception to the general governance provisions, the Chair does not have formal meetings with Non-
Executive Directors but has informal meetings and discussions on an ongoing basis.

The Chair is responsible for ensuring that Directors receive accurate, timely and clear information.
Any Director or the Company Secretary may request an item be included on the agenda.

Senior Independent Director

Jim McKenna is the Board’s Senior Independent Director. Jim is a member of all Board Committees
and is responsible for leading the annual review of Board performance. As Senior Independent
Director, Jim would chair Board meetings if the Chair were unavailable. The Senior Independent
Director’s role is to act as a sounding board for the Chair and to serve as an intermediary for the
other Directors, when necessary, as well as an additional point of contact for the shareholder and
other stakeholders. By way of exception to general governance provisions, the performance of the
Chair is incorporated within the Board effectiveness review, rather than led by the Senior
Independent Director. The Company believes this approach, which results in a range of feedback,
provides a more robust and well-rounded performance review.

As the Senior Independent Director appointed in accordance with the Licence, Jim is well placed to
provide an independent link to Ofwat, our regulator.

Independent Non-Executive Directors

The Company’s Independent Non-Executive Directors are appointed from a range of different
backgrounds to bring to the Board an appropriate balance of skills, external experience, and
knowledge. Details of their skills and experience can be found in their biographies on pages 54 to
57 and in the Board skills matrix on page 62.

The Independent Non-Executive Directors, as the single largest group on the Board, provide
independent thought and challenge to the Board’s decision making. The Board has reviewed their
status and confirmed their independence. In particular, the Board considers these Directors to be
independent in character and judgement. The Board is not aware of any relationships or
circumstances which are likely to affect, or could appear to affect, any Independent Non-Executive
Director’s judgement.
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Independent Non-Executive Directors are appointed following a formal process led by the
Nomination Committee. Independent Non-Executive Directors are required to meet with Ofwat prior
to appointment and are appointed with the agreement of the Company’s shareholder, for an initial
three-year term (subject to statutory provisions relating to removal) that may be extended.

Any term beyond six years for an Independent Non-Executive Director is subject to particularly
rigorous review and considers the need for progressive refreshing of the Board, balanced against
the requirement for skills, experience, independence and knowledge. Continuity of appointment of
some Independent Non-Executive Directors between price reviews is desirable to facilitate scrutiny
of Company performance against its business plan. The Board has determined that the Independent
Non-Executive Directors are independent for the purposes of the governance requirements.

In the year, the Board considered Fiona Reynolds’ term as an Independent Non-Executive Director.
Fiona’s experience as a director, with expertise in conservation and environmental matters has been
central to the Company’s work offering a constructive and challenging perspective to Board
discussions. As Fiona has been in position since 2012, the Board specifically considered Fiona’s
independence and was satisfied that Fiona could be considered independent.

Independent Non- Appointed Current term expires
Executive Director

Jim McKenna 3 June 2019 2 June 2025

Fiona Reynolds 1 August 2012 30 September 2024
Kate Mingay 3 June 2019 2 June 2025

Tim Gardam 27 January 2020 26 January 2026
Kevin Wall 25 January 2021 25 January 2027

All Independent Non-Executive Directors and David Barclay as a Non-Executive Director are
appointed on written terms of engagement setting the time commitments and standards required of
them. Non-Executive Directors representing the Company’s sole shareholder do not have formal
terms of appointment and receive no payments from the Company.

Induction programmes are designed and arranged for all new Directors to familiarise themselves
with the Company’s governance arrangements, business, regulatory framework, culture, and values.
The induction programme includes introductory meetings with all Executive and Non-Executive
Directors, the Company Secretary, and senior managers across the Company’s business. As part
of the induction programme, new Independent Non-Executive Directors visit the Company’s principal
offices and operational sites, including the Company’s Scientific Centre and the Company’s billing
and customer services operations. In addition, any new Independent Non-Executive Directors meet
with Ofwat prior to formal appointments being made.

The training and development needs of the Directors are reviewed annually by the Senior
Independent Director (and not the Chair). This allows closer assessment of need and, where
relevant, all Directors are offered the opportunity to complete online training alongside the business.

Wessex Water Services Ltd 64



Governance Report

Board meetings

The Board meets a minimum of six times a year at approximately bi-monthly intervals, which is
considered sufficiently regular to enable the Board to discharge its duties effectively. It may meet on
such further occasions as required. The Board held seven meetings during the year. The Board
received regular reports on health and safety performance, business and financial performance,
regulatory issues, employee issues and the management of key business risks. The Board also
considered all key matters related to PR24. As a private company with a single shareholder, the
Company does not consider it necessary to hold Annual General Meetings. Attendance by individual
Directors at scheduled meetings of the Board and Committees during the financial year under review
was as follows:

Director Board Audit and Risk | Nomination Remuneration Environment Health and
Committee Committee Committee and Public Safety
Value Committee Committee

Francis Yeoh 77
Colin Skellett 717 3/4
David Barclay 77 4/4
Andy Pymer 717 3/3
John Thompson 717 3/3 3/4
Ruth Jefferson 77 4/4
Jim McKenna 77 4/5 0/1 3/3 4/4
Fiona Reynolds 77 5/5 3/3
Kate Mingay 6/7 5/5 11 3/3
Tim Gardam 77 5/5 7 3/3 4/4
Kevin Wall 77 4/5 7 3/3 4/4
Hong Yeoh 77 11
Mark Yeoh 77 11
Hann Yeoh 77
Kathleen Chew 0/0
(alternate)

Company Secretary

All Directors have access to the Company Secretary and the Company’s internal solicitors. The
Company Secretary’s responsibilities include ensuring good information flows within the Board and
its Committees and between senior management and Non-Executive Directors, as well as facilitating
induction and assisting with professional development as required. The Company Secretary is
responsible for ensuring that the Company’s delegated authority and Board procedures are followed
and for advising on suggested changes.
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Ruth Jefferson was appointed as Company Secretary in 2018. As Company Secretary her role is to
provide legal and regulatory advice as required by the Board or any Director and she is responsible
for advising the Board through the Chair on governance matters. The Board is kept informed of major
changes to law and regulation affecting the Company’s business. The Company Secretary also
advises on Directors’ duties and conflicts. All Directors are aware that any conflicts of interest must
be reported to and registered with the Company Secretary.

Board Committees and Advisory Panels
Five formal Board Committees operated throughout the financial year under review:

¢ Audit and Risk Committee

¢ Health and Safety Committee

e Remuneration Committee

e Nomination Committee

e Environment and Public Value Committee

These Committees operate under the authority of the Board and assist the Board in carrying out its
duties. The Committees have the appropriate balance of skills, experience, independence, and
knowledge of the Company. The Committees report to the Board on decisions and actions taken
together with any specific recommendations. Where necessary, final decisions are taken by the
Board.

Reports from the Chair of each of the Committees, including details of membership and attendance,
are set out on pages 71 to 96. There is a majority of Independent Non-Executive Directors on the
Board Committees. The Nomination Committee and Remuneration Committee are chaired by the
Chair and a shareholder Director respectively. The Board considers this to be appropriate in the
context of the Company’s ownership structure.

The Health and Safety Committee is also supported by an Advisory Board.

The Board also receives reports from the Customer Challenge Group, as part of the Company’s
commitment to stakeholder engagement.

The Customer Challenge Group includes our key organisational stakeholders, scrutinises, and
assesses the Company’s delivery against customer related outcomes and performance
commitments. The Group is independently chaired by Dan Rogerson who was previously Water
Minister under the coalition Government. An Independent Director attends most meetings.

The Board also formed a PR24 Working Group attended by the Independent Non-Executive
Directors, the Non-Executive Director, and Executive Directors. The Working Group met several
times throughout the year.

Board, Committee and Director Performance

The Board undertakes external evaluations on its performance every three years (most recently in
2023) supplemented by an annual confidential self-assessment of its Committees, the Chair, and
the Independent Non-Executive Directors, annually. The external evaluations are facilitated by the
Company Secretary on behalf of the Senior Independent Director. Both the external and self-
assessment evaluations assess the Board’s balance of skills, experience, diversity, independence,
and knowledge of the Company and how the Board works together as a unit, and other factors
related to its effectiveness.
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This year the feedback confirmed that, overall, the Board continues to work effectively with particular
recognition of the strength of the Board’s contribution to the Company’s purpose, strategy and
values. The strength of the trust levels between the Board and the executive and the Board’s good
knowledge and understanding of the Company’s business and performance were noted and provide
a good basis for the business to face its various challenges.

Directors’ remuneration
Details of Directors’ remuneration are set out in the Remuneration Committee Report on page 80.
Directors’ interests and conflicts

The Board has a formal approach to conflicts of interest by including its conflicts within the business
ethics policy. This policy covers both employee and Board conflicts and enables Directors and
employees to identify, report and manage such conflicts. Directors are aware of the requirement to
disclose interests in contracts with the Company and any conflicts of interest are recorded by the
Company Secretary. Any new interests or conflicts were disclosed and recorded during the year.

Raising a concern

The Company reviews its ‘Raising a Concern’ policy each year. The policy is supported by step-by-
step guidance on how to raise concerns and a confidential helpline available 24-hours a day, 7-days
a week. The policy sets out how to report any concerns about wrongdoing or inappropriate activity
across all areas of business, including water regulation, health and safety, bribery, corruption, and
fraud. All ‘Raising a Concern’ reports are treated on a strictly confidential basis whether from internal
or external sources. Reports are made to the Audit and Risk Committee.

Anti-corruption

The Company has adopted a formal policy on business ethics. Directors and employees are
expected to commit to the highest standards of professional and ethical conduct in order to protect
the Company’s reputation and standing. Bribery and corruption are not tolerated. All Directors and
employees are made aware of the Company’s policy and understand that breaching it will result in
disciplinary action. No instances of a breach of the policy were recorded in the year. All senior staff
are asked to certify to internal audit that throughout the year they have complied with the business
ethics rules. No instances of non-compliance were noted during the year.

Procurement

The Company has in place procurement rules that ensure awards of contracts for works, services
and supplies are made in compliance with the Ultilities Contracts Regulations 2016 or, for contracts
below the relevant thresholds, in accordance with clear internal rules. The rules promote fair
competition for potential suppliers. All relevant staff are required to certify to internal audit that
throughout the year they have complied with the rules or disclose any non-compliance. No material
instances of non-compliance were recorded during the year.

Group structure

The Company’s pre-penultimate holding company is a Malaysian company, YTL Corporation
Berhad, that is listed on the main market of Bursa Malaysia Securities Berhad. It addresses the
Holdco Principles as described in the paragraphs below.

Ofwat’s published document Board Leadership, Transparency and Governance — Holding Company
Principles sets out the principles it expects the holding companies of a regulated water company to
follow to demonstrate adherence to the highest standards of governance, particularly in its interaction
with a regulated water company. The Holding Company Principles build upon and supplement the
Company’s licence provisions dealing with its relationship with its owners.
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A diagrammatic representation of the Group’s structure appears below showing ownership of the
regulated company through to the ultimate holding company and each company’s country of
incorporation and role in the structure. YTL Corporation Berhad at 30 June 2024 was 49.91% owned
by third-party shareholders and 50.09% owned by Yeoh Tiong Lay & Sons Family Holdings Limited.

‘Yeoh Tiong Lay & Sons Family Investment holding and Ulimate holding company Incorporated
Holdings Ltd management company inJersey
‘Yeoh Tiong Lay & Sons Holdings Investment holding and Holding company Incorporated in
Sdn Bhd management company Malaysia
l 50 8
i Incorporated in Malaysia and quoted on
: Investment holding and ; i
YTL Corporation Bhd management company the Map Market of Bursa Malaysia
Securities Berhad

l LLar

YTL Power International Berhad

Incorporated in Cayman Islands to look
YTL Utilities Ltd Investment holding company for global mergers & acquisitions in the

utilities sector
Incorporated in Cayman Islands to look
YTL Utilities Holdings Ltd Investment holding company for global mergers & acquisitions in the

utilities sector
Incorporated in United Kingdom, the
YTL Lhilities (UK) Ltd Investment holding company acquisition vehicle for the purchase of

the Wessex \Water group of companies
Incorporated in United Kingdom,
Wessexn Water Ltd Investment holding company manages the wessex group of

companies.

Investment holding and
provision of administrative
and technical support
semvices

Incorporated in Malaysia and quoted on
the Main Market of Bursa Malaysia
Securities Berhad

Incorporated in United Kingdom,

- Water supply and w aste water ranted aLicence as awater and
\Wessex Water Services Ltd i 9
services sewerage undertaker under the \Water
Industry Act 1991

|

\Wessex Water Services
Finance Plc

Incorporated in United Kingdom, 10024
Raising listed debt finance subsidiary of W'WSL, usedto raise
finance on debt markets

The following Directors of the Company are also Directors of the Group companies above:

e Colin Skellett and David Barclay are Directors of Wessex Water Limited. Colin Skellett is a
director of YTL Utilities (UK) Limited.

e Francis Yeoh, Hong Yeoh and Mark Yeoh are Directors of Wessex Water Limited, YTL
Utilities (UK) Limited, YTL Ultilities Limited, YTL Power International Berhad and YTL
Corporation Berhad. Hann Yeoh is a Director of YTL Utilities Holdings Limited.

YTL Corporation Berhad’s consolidated debt and equity are shown in its annual accounts available
on the YTL Corporation website. The Company has no borrowings with other Group companies.
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The Company operates independently. There are no matters specifically reserved to the
shareholder. In practice the Board operates (and has operated continuously for more than a decade)
without the requirement for shareholder resolutions. A list of those Directors of the Company who
also hold office within the Group structure appears above. Disclosure of the interests of such
Directors has been made to the Company.

Governance of YTL Corporation Berhad is in accordance with the requirements of Bursa Malaysia
and corporate law in Malaysia which include a requirement to publish statements in its annual
accounts on corporate governance, risk, risk management and internal control and the workings of
its audit Committee.

YTL Corporation Berhad and YTL Power International Berhad gave undertakings to Ofwat in 2002
upon the acquisition of the Company that they and their subsidiaries would comply with the
requirements of Licence Condition P. The Condition P undertaking provides that:

o they would give the Company all information as may be necessary to enable the Company
to comply with the conditions of its appointments as a water and sewerage undertaker; and

¢ to refrain from any action which would cause or may cause the company to breach any of its
obligations under the Water Industry Act or the conditions of its Licence.

YTL Corporation Berhad has confirmed that it:

o fully understands the duties and obligations of the Company arising under statute and its
Licence;

» is aware of and is complying with the obligations of Condition P of its Licence;

o discharges these obligations by various means including through its knowledge of the
terms of the Licence, the appointments of shareholder directors to the Board of the
Company and their involvement in the affairs of the Company and the advice of its UK
corporate lawyers;

o will provide the Company with the information it legitimately needs to assure itself that it
is not at risk from activities elsewhere in the YTL Group;

o will identify and disclose to the Company promptly in writing any issues, if such should
arise, within the YTL Group which may materially impact upon the Company for publication
on the Company’s website or disclosure in its annual report any relevant announcements
made on Bursa Malaysia;

o will facilitate, so far as it is reasonably able, compliance with the Company’s corporate
governance arrangements; and

o will support the Company’s decision-making processes so that it can make strategic and
sustainable decisions in the interests of the Company for the long term.

Compliance with the Wates Principles

The Board considers that it complies with the Wates Principles, through the corporate governance
arrangements described in detail above.

Principle One — Purpose and leadership

An effective Board develops and promotes the purpose of the Company, and ensures that its values,
strategy, and culture align with that purpose.

The Company sets out its compliance with Ofwat Objective 1 on pages 58 to 59.
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Principle Two — Board composition

Effective Board composition requires an effective chair and a balance of skills, backgrounds,
experience, and knowledge, with individual directors having sufficient capacity to make a valuable
contribution. The size of a Board should be guided by the scale and complexity of the Company.

The Company sets out its compliance with Ofwat Objective 4 on pages 61 to 69.
Principle Three — Director responsibilities

The Board and individual directors should have a clear understanding of their accountability and
responsibilities. The Board’s policies and procedures should support effective decision-making and
independent challenge.

The Company has clear corporate governance practices in place, with clear lines of accountability
and responsibility as set out under Ofwat Objective 2 on pages 59 and 60. Details of the Board
Committees are set out in the comments on Ofwat Objective 4 on pages 61 to 69.

Principle Four — Opportunity and risk

A Board should promote the long-term sustainable success of the company by identifying
opportunities to create and preserve value and establishing oversight for the identification and
mitigation of risks.

The Company is a long-term business and ensuring its long-term sustainable success underpins the
work of the Board and its Committees. The Board’'s approach to oversight of the identification and
mitigation of risks can be found on pages 58 to 59 set out under Ofwat Objective 1 and also in the
Strategic Report on pages 2 to 52.

Principle Five — Remuneration

A Board should promote executive remuneration structures aligned to the long-term sustainable
success of a company, considering pay and conditions elsewhere in the company.

A detailed explanation of the Company’s executive pay policy is provided in the Remuneration
Committee Report on pages 80 to 96.

Principle Six — Stakeholder relationships and engagement

Directors should foster effective stakeholder relationships aligned to the Company’s purpose. The
Board is responsible for overseeing meaningful engagement with stakeholders, including the
workforce, and having regard to their views when taking decisions.

Details of the Company’s stakeholder engagement are set out under Ofwat Objective 1 on pages 58
to 59 and in the s172 statement on pages 42 to 52.
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Audit and Risk Committee Report

The Audit and Risk Committee comprises five independent Non-Executive Directors of the Board,
all have been members throughout the financial year. The Chair of the Board is not a member of
the Audit and Risk Committee preserving the independence of the Committee. The Committee is
independently led.

The Board is satisfied that each of the Committee members is appropriately independent, qualified,
and experienced to fulfil their role including that of our longest serving non-executive.

Audit and Risk Committee Members’ Attendance

Audit and Risk Committee attendance | Length of Committee Service
Kate Mingay (Chair) 5/5 5 years 3 month

Fiona Reynolds 5/5 12 years 1 months

Jim McKenna 4/5 5 years 3 month

Tim Gardam 5/5 4 years 7 months

Kevin Wall 4/5 3 year 7 months

During the year the Chief Compliance Officer; the Chief Finance Officer; Director of Strategy and
Regulation; the Director of Planning, Risk and Investment; the Group Financial Controller, and the
Group Head of Internal Audit attended and/or presented at meetings of the Committee. Our external
auditors, Ernst and Young LLP, are invited to all meetings. Other senior management, our external
technical auditors, Mott MacDonald, and Customer Challenge Group representatives are invited to
attend as required. The members of the Committee receive updates on financial reporting, the
regulatory framework and performance throughout each financial year from Ernst and Young and
other sources, as appropriate.

Liaison with Other Committees and Working Groups

The Audit and Risk Committee works closely with and receives updates from the Health and Safety
Board Committee as required, with an overlap in committee membership. Updates on assurance
activities regarding health and safety are updated to both Committees operating with a clear
interface, ensuring that both Committees can discharge their duties as outlined in their terms of
reference.

With the Company’s drive to further embed sustainability into all aspects of its business and the
increasing reporting requirements on sustainability and climate change, the committee looks to
reflect this within the financial reporting and narrative.

The Audit and Risk Committee has worked closely with the PR24 working group to provide direction
and input into the PR24 business planning process.
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Role of the Committee

The Audit and Risk Committee’s work is typically focused on:

monitoring the integrity of the financial statements and any formal announcements of the
Company’s financial performance;

overseeing the Company's financial reporting processes and accounting policies;

providing advice to the Board on whether the annual report and accounts are fair, balanced,
and understandable in relation to the company strategy and performance;

reporting to and providing advice to the Board on approval of regulatory submissions;

ensuring that the Company has adequate internal controls and that they are appropriately
reviewed and implemented;

reviewing and agreeing the annual internal audit programme, the monitoring of internal audit
progress and the respective reports and actions. Overseeing the internal and external audit
programmes and monitoring the effectiveness of the Internal Audit function and the
performance of the external auditors;

ensuring compliance with the regulatory reporting obligations of the Company, including the
Risk and Compliance Statement and the Company’s performance commitments;

detailed independent consideration of the half year results, the Annual Review documents
incorporating the Annual Performance Report prior to the Board’s approval;

consideration of the material subjective assessments within financial reporting to ensure that
the Company’s treatment of these matters is properly addressed within the Company’s
financial statements;

reviewing and agreeing the Company’s approach to risk appetite and tolerance, and providing
advice to the Board on the same; and

receiving reports from investigations arising from our Raising a Concern policy.

Report on this year’s activity

The Audit and Risk Committee met five times in the financial year under review, reporting their work
to the Board. The Committee has had a full agenda again this financial year. Issues discussed which
we would highlight include:

management of cyber-security risks including detailed penetration testing, ongoing compliance
work in relation to the Security of Network and Information Systems (NIS) Regulations 2018
and the company’s OT security network;

oversight of risk reporting, building upon the previous years’ detailed review of risk appetite
and tolerance for strategic risks and principal risks;

reviewing assurance plans to cover supply compliance and information assurance;

agreed the risk-based plan for internal audits over the year reviewing outcomes and agreeing
recommendations, and escalating actions;

plans to further develop our reporting under the Taskforce for Climate-related Financial
Disclosures (TCFD); and

ongoing compliance with the Data Protection Act 2018 and the General Data Protection
Regulations (GDPR);

Wessex Water Services Ltd 72



Audit & Risk Committee Report

o review the Company’s programme on improving asset management maturity.

Our governance arrangements are available on the Company’s website and provide full terms of
reference for the Audit and Risk Committee. These are in accordance with both Ofwat's Board
Leadership, Transparency and Governance (BLTG) principles and the Wates principles.

The Audit and Risk Committee have discharged their responsibilities in accordance with both these
sets of principles by considering the content, accuracy, and tone of the Annual Report to ensure a
fair, balanced and understandable report that provides the necessary information to stakeholders to
assess the Company’s performance, strategy and position.

Our external auditor (Ernst & Young LLP) reported to the Audit and Risk Committee on their audit of
the financial statements.

Internal Controls

Topic Activity

Internal
controls

The Audit and Risk Committee, assisted by Internal Audit, monitors the effectiveness of
the system of internal controls that have been in place for the year under review and up
to the date of approval of the annual report and accounts. The Audit and Risk
Committee also reviews management reports received from the external auditor.

The Audit and Risk Committee receives reports on any ‘Raising a Concern’
whistleblowing allegations made to the Company from either internal or external
sources, concerning fraud, bribery, or other matters. Reports include the outcomes of
resulting investigations and the management action taken.

Oversight of
Internal
Audit and
External
Audit

The Audit and Risk Committee oversees the work of the Company’s Internal Audit
function and External Auditors. The Audit and Risk Committee reviews the
performance of the internal and external auditor independently of executive
management.

Internal
Audit

The annual programme of planned internal audits is agreed by the Audit and Risk
Committee prior to the start of each financial year based on significant business risks,
key internal processes, and both financial and regulatory compliance requirements. The
Group Head of Internal Audit reports on the adequacy and effectiveness of the
Company’s risk, control, and governance framework.

The Internal Audit plan and required resource are reviewed annually by the Audit and
Risk Committee. The Group Head of Internal Audit has an unhindered direct report to
the Audit and Risk Committee or its Chair at all times.

External
auditor

Ernst & Young LLP (EY) were appointed as the Company’s external auditor in 2017.
The EY audit partner is invited to attend all Audit and Risk Committee meetings and has
been present at every meeting during the year. The Audit and Risk Committee monitors
the effectiveness of the external auditor throughout their term of appointment.

In relation to the current year, Ernst & Young LLP audit fees are £295k for the 2023-24
financial year audit. The Audit and Risk Committee scrutinise the volume and value of
non-audit work and as a matter of policy, fees paid to the external auditor for non-audit
services will not exceed the limits set out in EU Regulation 537 or the rules set out in
the Financial Reporting Council’s code of ethics. The proportion of fees for non-audit
services is compliant with EU Regulation 537.

Ernst & Young LLP also reports to Ofwat in respect of the Company’s Annual
Performance Report. As part of the assurance process for this document, the Audit and
Risk Committee also receives a report from the Company’s technical auditor on non-
financial regulatory performance information including the performance commitment
data. The current technical auditor (Mott MacDonald) was re-appointed from a
competitive re-tender of the services in 2019-20. This will be re-tendered in 2024-25.
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Further details of internal controls and risk management systems in relation to the financial reporting
process can be found on pages 97 to 114.

Financial Reporting

Material issues considered by the Audit and Risk Committee in relation to the financial statements
(as also reported by the external auditor) were as follows.

Topic

Activity

Revenue
Recognition and
accrued income

The Audit and Risk Committee considered the key financial risk that can
arise in two ways. Firstly the inappropriate revenue recognition from
manual journals and secondly, the estimation of the amount of unbilled
income charges at the period. In this context, they discussed that the
management estimates and assumptions are aligned to IFRS 15 and
current accounting standards.

Classification and
Measurement of
Capital Expenditure

Valuation of
Intangible Assets
Developed Internally

The Audit and Risk Committee considered the key financial risk of the
degree of judgement involved in the classification of expenditure between
operating expenses and capital expenditure. In doing so they considered
the level of capital expenditure, the Regulatory Accounting Guidelines and
IAS16, the recharges from overhead to capital projects and the controls of
the Company. The Committee considered the financial impact of
internally developed intangible assets, including classification of capital
and operating expenditure, eligibility of capital expenditure, overhead
absorption and any potential asset impairment in accordance to IAS 38.

Expected Credit
Loss

The Audit and Risk Committee considered the key financial risk that arose
due to the subjective nature of the assumptions used. It reviewed the
significant judgements made when assessing the reasonableness of the
provision rates applied against historic collection rates and future
recovery, particularly in light of current cost of living difficulties and
economic uncertainties and ensured that the methodology chosen was in
accordance with IFRS 9.

Defined Benefit
Pension Obligations,
Assets, and Actuarial
Assumptions

The Audit and Risk Committee considered the key financial risk that the
assumptions made by the Company in association with the independent
actuary, in arriving at the pension obligations under IAS 19, could lead to
an overly prudent or aggressive position. In particular, the assumptions in
relation to inflation, discount rate, pension and salary increases, return on
equity and life expectancy were tested against the range of assumptions
used by other companies.

Defined Benefit
Pension Assets

The Audit and Risk Committee considered the key financial risk of the
inappropriate valuation of hard to value pension assets, specifically
around private equity fund and pooled investments.

Going concern, long-
term viability and
breach of financial
covenants

The Audit and Risk Committee considered the long-term viability
assessment and its appropriateness, assumptions, and its approach to
reverse stress testing. The Committee considered the going concern of
the company in conjunction with the work completed by the auditor under
IAS 570, including the company’s compliance with financial covenants and
the timing of bond issues.

Accounting for
litigation and any
legal provisions

The Audit and Risk Committee considered the key financial risk that arose
regarding the need for provisions for any legal or litigation action and
considered the judgement, recognition processes and estimations for any
such provision.

Misstatements

Management confirmed to the Audit and Risk Committee there were no
material misstatements in the financial statements to achieve a particular
presentation. The Audit and Risk Committee was satisfied that the
external auditor had fulfilled its responsibilities to the Audit Committee and
the Company.

Wessex Water Services Ltd 74




Nomination Committee Report

Nomination Committee Report

The following were members of the Nomination Committee throughout the financial year under
review.

Nomination Committee attendance

Francis Yeoh (Chair) 1M
Hong Yeoh 1M
Jim McKenna 1/1
Kate Mingay 11
Tim Gardam 11
Kevin Wall 1/1

There is a majority of independent members on the Nomination Committee, in line with Ofwat’s
Objectives. The Nomination Committee is chaired by a Non-Executive Director appointed by the
shareholder, by way of exception to Ofwat’s Objectives. However, the Committee’s composition is
considered to be appropriate in the context of a private company with a single shareholder.

Role and report on activities
The Nomination Committee’s full terms of reference are available on the Company’s website.

The purpose of the Nomination Committee is to ensure that appropriate procedures are in place for
the nomination, selection, training, and evaluation of Directors. The role of the Nomination
Committee is to evaluate the balance of skills, experience, and knowledge on the Board. The
Committee reviews Board structure, size and composition and will make recommendations to the
Board on new appointments and succession. The Board will also consider any extensions to the
term of appointment for Directors.

Throughout the year the members of the Committee met once to discuss succession planning for
the Chief Executive. The members considered the balance of skills and experience required for the
Chief Executive role, the potential candidates and timing. Subsequently, Ruth Jefferson, the Chief
Compliance Officer was chosen to succeed Colin Skellett as the next Chief Executive of Wessex
Water.

The Board also considered the re-appointment of Fiona Reynolds as an Independent Non-Executive
Director and concluded that Fiona demonstrated a fully independent approach, offering a
constructive and challenging perspective to Board discussions. The Board decided to extend Fiona'’s
appointment for an additional one-year term.
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Health and Safety Committee Report

Health, safety, wellbeing, and the need to prevent harm to our people and the public remains at the
heart of everything we do as a Company. The continued development and implementation of health
and safety and process safety policy and practice has been the primary object of the Board’s
attention throughout the year. Three years after the tragic incident at Avonmouth, we continue to
develop our process safety capability across all our sites and ensure it is intrinsic to all our working
practices. The Health and Safety Committee, supported by an independent Advisory Board
continues to review major risks and controls, and challenges the Company as it drives performance
improvement in both occupational health and safety and process safety disciplines.

Committee Members

The following were members of the Health and Safety Committee (the “Committee”) throughout the
financial year under review.

Health and Safety Board Committee attendance —
Non-Executive Directors

Tim Gardam (Chair) 4/4
David Barclay 4/4
Jim McKenna 4/4
Kevin Wall 4/4

Committee Meetings

The Committee is scheduled to meet at least four times a year and reports back to the Board after
each meeting. This year it has met five times to focus on the Company’s delivery of its strategy and
continuous improvement. This is in addition to the regular health, safety and wellbeing reports which
are presented to the Board and demonstrates the Board’s commitment on matters relating to health,
safety, and wellbeing. Members of the Board have made regular visits to Wessex Water sites and
teams in the field.

The Board and Committee are supported by an Advisory Board comprising leading health and safety
and process safety experts. The Chair of the Advisory Board also attends Committee meetings.

Focus of Committee

The Committee has spent a significant amount of time considering and recommending actions,
including the following topics:

e Process safety management at Avonmouth and the other biogas sites, including:

- Process safety risk, controls and mitigations, and engineering solutions to reduce risk
to as low as reasonably practicable, along with a focus on the clear communication
of site risks and controls to the Committee,

- Our people, including process safety resource, individual competence, engagement,
and awareness, the appointment of competent consultant support,
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- Our processes, including risk assessment, safe systems of work, the process safety
management system, and audits to ensure compliance,
- Our plant, including planned and reactive maintenance and infrastructure investment
to improve resilience.
e COMAH and DSEAR at Avonmouth
- Our Major Accident Prevention Policy, controls, and ongoing engagement with the
Competent Authority
e The outputs from, and effectiveness of, incident investigations and learnings from Make it
Right Reviews.
e High potential safety incidents and near misses, root cause analysis and actions to drive
continual improvement.
e The management of and response to organisational change — both within the health and
safety team and the wider WWSL business.
e Training and competency requirements, including training from organisations such as the
IChemE and the HSE.

The Committee noted that over the year our overall performance has moved from a stable to an
improving position. There has been a reduction in the number of reportable incidents and associated
lost workdays, and a reduction in the overall number of lost time incidents has been recorded.

There has been an increase in the number of safety observations submitted and audits completed,
along with an increase in improvement actions raised. This demonstrates improving engagement
and participation in health and safety by our people and leaders.
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Environment and Public Value Committee Report

The following Non-Executive Directors were members of the Environment and Public Value
Committee throughout the financial year under review.

Environment and Public Value Committee attendance
Fiona Reynolds (chair) 3/3
Kate Mingay 3/3
Tim Gardam 3/3
Jim McKenna 3/3
Kevin Wall 3/3

The Environment and Public Value Committee advises the Board on how the Company’s purpose,
strategy and values are developed and delivered, and ensures that the Company’s culture reflects
the needs of all those in the communities that it serves and wider societal and environmental values.

Focusing on outcomes for people, the environment, nature and water across the region, the
Committee’s functions are to:

oversee the development of an integrated social purpose that sets out clear goals for:
environmental leadership including exemplary delivery of environmental obligations in the
Company’s operations and across its catchments; the positive social and economic
investment impact the Company will make for the communities it serves;

establish and lead ongoing dialogue with staff, retail and business customers, communities,
local authorities, and other interested stakeholders about the Company’s social purpose;
identify and monitor external developments which are likely to be drivers of change that may
have a significant influence on the Company’s social purpose;

develop and maintain a strategy to deliver the Company’s social purpose and long-term
shareholder value;

ensure that the Company’s social purpose is fully integrated with and shapes the strategy for
the Price Determination Process;

develop socially responsible values and standards and regularly review performance
measures and KPls, including their independent audit, and verification to ensure their
delivery;

oversee the development of workplace policies and procedures that deliver the company’s
people values, human rights, diversity, and inclusion requirements.

In line with its horizon-scanning function, the Committee periodically invites external perspectives to
inform the Board’s strategic thinking.

The meetings of the Committee during the reporting year focused on bioresources risks and
opportunities; water quality issues in relation to our water supply activities; our sustainable solutions
for water and nature project; the evolving UK policy direction for water; environmental strategy and
regulatory reform; culture, inclusion, and diversity within the business; the Company’s gender pay
gap report (extract shown on page 35); sustainable finance; and annual reporting requirements.
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Gender diversity

Whole Workforce Leadership Grades

Working pattern diversity

Whole Workforce Female Male

Full time
93.2%

Full time
97.5%

Employees with a disability
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The following were members of the Committee throughout the financial year under review:

Remuneration Committee Attendance
Hong Yeoh (Chair) 11
Mark Yeoh 171
David Barclay 111
Jim McKenna 0N
Kate Mingay 171
Tim Gardam 171
Kevin Wall 17

There is a majority of independent members on the Committee. The Committee is chaired by
a Non-Executive Director appointed by the shareholder, by way of exception to Ofwat’s
Objectives. However, the Committee reflects the requirements of a private company with a
sole shareholder, but with most of the independent membership ensuring a formal and
transparent procedure for developing policy on executive remuneration.

There were no changes to the membership of the Committee for 2023-24.

Role of the Remuneration Committee
The Committee’s full terms of reference are available on the Company’s website.

The Committee determines, on behalf of the Board, the Company’s policy on the total
remuneration of Executive Directors, the Chief Executive, and senior executive managers.
The Committee ensures there is a link between reward and performance to promote the long-
term success of the Company and does not reward poor performance.

This report sets out the remuneration policy for the Directors of Wessex Water and discloses
the amounts paid to them in the financial year ended 30 June 2024. The policy also applies to
the remuneration of the Company’s senior managers.

Activities of the Remuneration Committee

The Committee met twice during the financial year under review. The Committee continued to
monitor the Company’s remuneration policy to take account of evolving best and market
practice. The annual bonus plan is designed to promote the success of the Company in
achieving its objectives over the five-year regulatory period and is based on a portfolio of KPIs
linked to the Company’s performance scorecard and Ofwat’s measures of success.

Strategic Alignment of Remuneration

Salary and bonus levels were benchmarked against the Korn Ferry Hay Group National
Utilities market sector with jobs sized in relation to scope, role responsibilities and impact to
determine salary. The Committee continued to take a proactive approach to responding to
developments in legislation, best practice, and the wider market, as well as the corporate
strategy, in order to ensure that the Company’s senior executive reward policy remained
market competitive and appropriate.
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The Committee ensured that any changes in senior executive remuneration were
proportionate in the context of workforce pay. Whilst it has not set a specific policy on the
relationship between Executive Directors’ pay and that of the rest of the workforce, it aims to
ensure that executive salary movement is appropriately aligned to the rest of the workforce,
and it specifically considers this aspect as part of its decision-making process.

The Committee considered performance related executive pay in the context of Ofwat’s
requirement that performance related pay should demonstrate a substantial link to stretching
performance delivery for customers, communities, and the environment. The Company is
committed to transparency around the relationship between pay and overall performance.

To ensure that the Company’s remuneration practices are competitive but not excessive, the
Committee has access to detailed external research on market data and trends from
experienced specialist consultants.

Remuneration of the Senior Management Group

The Committee takes advice from their independent advisers, Korn Ferry Hay Group. Korn
Ferry Hay Group provided detailed market analysis and advice to the Committee for the senior
management group, including Executive Directors and Non-Executive Directors. There were
no payments made to Korn Ferry Hay Group for the year ended 30 June 2024. In line with
best practice, the Committee assesses from time to time whether the appointment of its current
independent remuneration advisers remains appropriate and whether the role should be put
out to tender.

The Committee also considers what compensation commitments (including pension
contributions and all other elements) Directors’ terms of appointment would entail in the event
of early termination. The aim is to avoid rewarding poor performance, and the Remuneration
Committee would take a robust line on reducing compensation to reflect departing Directors’
obligations to mitigate loss.

The Chief Executive (Colin Skellett) and the Group Director of People (Mark Nicholson) attend
the Committee meetings to provide advice and respond to specific questions. They did not
participate in any discussion concerning their own remuneration.

Changes to the Executive Directors

There were no changes to the Executive Directors of the Company during 2023-24.

Remuneration principles and policy

The Committee continues to monitor variable pay arrangements for Executive Directors and
senior managers. The Committee believes that the arrangements are appropriately managed
and that the choice of performance measures and targets does not encourage undue risk-
taking by the executives so that the long-term performance of the business is not put at risk
by considerations of short-term value. The arrangements incorporate a range of internal and
external performance metrics, measuring both operational and financial performance
providing a rounded assessment of overall company performance to ensure that a significant
portion of executive remuneration is performance related. More details on the remuneration
policy for Executive Directors is shown later in this report.
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Recruitment of Executive Directors

The base salary for any new Executive Director takes into account market data for the relevant
role, relativity with the salaries of existing Executive Directors, the individual’s previous
experience, and current base salary. If an individual is recruited at below market level, their
base salary may be aligned over a period of time to the median of the relevant market position,
subject to their performance in the role.

Individual Executive Directors participate in a senior manager bonus scheme, governed by
the Committee. Executive Directors have a target bonus set at 50% of base salary and their
maximum bonus at 100% of base salary.

Policy for loss of office

There are no specific provisions for compensation on early termination (except for payment in
lieu of accrued but untaken holidays) or loss of office due to a change of ownership of the
Company. The Committee will review all contractual obligations and will seek legal advice, as
and when necessary, on the Company’s liability to pay compensation in such circumstances.

The Committee will seek to reduce the level of compensation payable taking into account,
among other factors, the Company’s and the individual’s performance, the Executive
Director’s obligation to mitigate loss, and length of service.

Early termination payments made in the year

There were no early termination payments during the year.

Remuneration arrangements for Executive Directors 2023-24

The following table sets out a summary of the Company’s Executive Directors’ remuneration
package, which comprised the following elements:

e basic salary

e bonus (non-pensionable) subject to individual and company performance
e pension plan

e company car or allowance and private fuel allowance

e private health insurance and executive medical screening

The table below highlights the key elements of executive remuneration and the link to
Company strategy, how executive remuneration is operated in practice and the link to
relevant performance metrics.

Description
Element of | Purpose and Link to How Operated in Maximum of
Pay Company Strategy Practice Opportunity performance
metrics
Base To attract and retain the | Reviewed annually There is no n/a
Salary high calibre Executive and takes effect from prescribed
Directors needed to 1 April. maximum
implement the increase.
Company's strategy The review takes into | However,
and maintain its leading | consideration: Executive
position in the industry. | e individual Director salary
responsibilities increases are

aligned to those
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Description
Element of | Purpose and Link to How Operated in Maximum of
Pay Company Strategy Practice Opportunity performance
metrics
To provide a o salary levels for provided to all
competitive salary similar sized roles in | Company
relative to comparable the national utilities employees.
companies in terms of market Such increases
size and complexity. o the level of pay are negotiated
increases awarded | by the joint staff
across the Company | council involving
e economic and management
market conditions and trade union
« the performance of representatives.
the Company
Salaries are paid
monthly
Taxable To attract and retain Benefits include: n/a n/a
Benefits high calibre Executive e Company car or
Directors and to remain allowance and
competitive in the private fuel
market. allowance
e Private medical
insurance and
executive health
screening
Pension To attract and retain The majority of current | Up to 15.5% of n/a
high calibre Executive Executive Directors base salary
Directors and to remain | participate in the
competitive in the Company’s defined
market. benefit pension
scheme. Other
Executive Directors
participate in the YTL
UK Group section of
the Aon MasterTrust.
Executive Directors
are also insured for a
lump sum of up to four
times their
pensionable salary on
death in service.
Annual To motivate and reward | The Board of Directors | Maximum bonus | Combination
Bonus Executive Directors for | sets annual opportunity is of key
the achievement of performance targets 100% of base performance
demanding objectives for the Company prior | salary. indicators
and key strategic to the commencement relating to
measures (including of each financial year. customer
measures of customer Company and satisfaction,
satisfaction, service individual performance service
quality, environmental against those targets quality,
performance, employee | are measured at the environmental
alignment and financial | end of the financial performance,
performance) over the year and the level of employee
financial year and five- bonus payable is alignment and
year regulatory period. calculated at that financial
point. Bonuses are performance.
The performance paid in May. The
measures set are Remuneration
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performance, sector
comparisons and the
performance
commitments made in
the relevant business
plan. The measures
and the weightings of
them ensure that
bonuses are linked to
stretching delivery for
customers and the
environment.

environmental and
governance risks
when reviewing
Executive Director
bonuses to ensure
variable remuneration
incentivises and
rewards appropriate
behaviour. Part of the
bonus may be
forfeited for
underperformance in
respect of customer
service,
environmental,
regulation and
employee related
performance targets.
Annual bonus is not
pensionable.

Description
Element of | Purpose and Link to How Operated in Maximum of
Pay Company Strategy Practice Opportunity performance
metrics
stretching in the context | The committee has Committee
of the nature, risk and the discretion to, and has absolute
profile of the Company | does consider for discretion in
and have regard to effect of, corporate making bonus
historical company performance on payments.

A detailed explanation of each of these follows and the table below highlights some of the

elements.
Colin Skellett Andy Pymer John Thompson Ruthéjﬁ;‘:?rson
Group Chief Chief Finance | Chief Operating .
. . : Compliance
Executive Officer Officer '
Officer
Target bonus
(% of salary) 50 50 50 50
Maximum bonus 100 100 100 100
(% of salary)
Pension Deflned. bepeflt Defined benefit . , Defined
Pension in . Defined benefit I
arrangement Pension deferred contribution
payment
Car allowance c I C I c I
£20.000. fuel ar allowance ar allowance ar allowance
. ; ’ £17,000 and £17,000 and £17,000 and
Benefit £4,310, and X . X . : :
Entitlement private medical | . private medical . private medical . private medical
. insurance £3,460 | insurance £3,460 | insurance £3,460
insurance £3,460 . . .
(family) (family) (family) (family)
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Base salaries and benefits

Executive Directors’ remuneration is reviewed annually by the Committee and takes effect
from 1 April. Salaries are set with reference to individual performance, experience, and
contribution, together with development in the relevant employment market (having regard to
the median position for the national utilities market) and internal relativities.

The Committee gives due consideration to the current economic climate and current market
practice regarding executive salary reviews and the broader employee salary review policy at
the Company.

We do not normally link pay levels to company performance measures, as this is done where
appropriate through the bonus arrangements.

Executive Directors’ base salary 2023-24
The Committee reviewed base salaries of the Executive Directors effective 1 April 2023.

Effective Effective Effective Effective
1Jun 2023 1 Apr2023 1 Sep 2022 1 Apr 2022
Chief Executive Officer £290,100 £290,100 £290,100
Chief Finance Officer
(0.6 FTE from 01.06.2023) £156,600 £261,000 £261,000 £247.500
Chief Operating Officer £350,000 £320,000 £260,000
Chief Compliance Officer £243,000 £211,500 -

The salaries for the rest of the Company are usually increased effective 1 April. For 2023 the
salary increase of 7.2% was backdated and applied effective 1 January 2023. This was in
accordance with a one-year deal agreed with the recognised Trade Unions and also awarded
to those employees not covered by trade union agreements.

Executive Directors’ bonuses 2023-24

All Executive Director bonuses for 2023-24 are funded by the shareholder with no costs
borne by the Company’s customers. The Chief Executive is not receiving a bonus following
the conclusion of prosecutions for two serious pollution incidents in 2018.The annual bonus
of Executive Directors is performance-related and designed to promote the long-term
success of the Company. It is dependent on the achievement of Company and individual
targets.
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For the regulatory year to March 24 there were 22 internal performance indicators upon which
executive remuneration was based, as shown below:

- C-Mex (Customer measure of experience)

- D-MeX (Developer measure of experience)

- Customers on a tailored assistance programme (TAP)
- Water quality compliance (CRI)

- Water supply interruptions

- Sewer flooding incidents (internal and external incidents)
- Restrictions on water use (hosepipe bans)

- Leakage

- Treatment works compliance

- Environmental performance assessment (EPA)
- Greenhouse gas emissions

- River with improved water quality (WINEP)

- Storm overflow and FFT progress against plan
- Compliance with abstraction licences

- H&S plan and accident statistics progress
Empowering our - Employees rating company as a good employer
people - Training plan compliance

- Diversity plan progress

- Operational costs

- Net capex

- Cash flow before dividends

- Dividends declared

Serving people and
places

Enhancing the
environment

Financial measures

Only if the Committee judged that three quarters or more of the customer and environmental
targets had been achieved, would Executive Directors be eligible for any bonus payment. The
Committee would take account of any extenuating circumstances outside the control of the
Company when determining the level of bonus payments.

The size of the bonus award was determined by Company financial performance, against
targets set by the Board. This aligns with the shareholder's expectations and ensures that
bonuses reflect the financial performance of the Company.

The Executive Directors Bonus structure for 2023-24 is illustrated below:

Target Maximum
Weighting Bonus Bonus
Opportunity Opportunity

Customers and communities 35% 17.5% 35%
Protecting and enhancing the environment 35% 17.5% 35%
Employees 10% 5% 10%
Discretionary Award 10% 5% 10%
Personal objectives 10% 5% 10%
TOTAL 50% 100%
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Performance indicator highlights

» Top of all water and sewerage companies for C-MeX.

* Thirteenth year in a row with the fewest number of complaints per 10,000 customers
of any water and sewerage company.

*  Winners of the ROSPA Gold Health and Safety for the eleventh consecutive year.

* Returned to a 4 star/leading company for the EA’s EPA for 2023.

» Early indications suggest that our CRI, the primary water quality measure used by the
DWI, is predicted to be one of the best in the industry for 2023.

*  Wessex Water Foundation funding of £536,708 helping over 200,000 customers and
community groups across the region.

* Submitted to Ofwat our 2025-2030 business plan, which sets out an ambitious
investment programme to deliver a range of important outcomes, including tackling
pollution, enhancing the water environment, and ensuring there is enough water to
cater for everyone’s needs over the long-term — all while ensuring that our services
remain affordable for all.

Performance indicator lowlights

o Exceptionally high levels of rainfall throughout the year resulted in extreme pressure
on our networks and increases in both internal and external sewer floodings.

o lLeakage levels remain higher than 2021-22 despite good recoveries being made
following record warm months in the summer and a freeze/thaw event early in 2024.

¢ Abstraction licence compliance was again a shadow metric for the EA’s EPA in 2023.
There were two licence breaches as a result of over-abstraction in the year.

e Deterioration in number of performance commitments being met, down from 30 in
2022-23 to 29 in 2023-24.
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Target for Out- Target Multiole Bonus awarded as %age of
eac?h KPI turn for | bonus as of tarpet base salary Remuneration Committee’s rationale for
Key performance indicator (KPI) in 2023- each KPI | %age of bom?s the level of bonus awarded in the 2023-24
24 | n2023- s';‘l’:fy payable | CEO'| CFO | coo | cco P T
Serving people and places
- C-MeX experience score uQ uQ
- D-MeX experience score uQ MQ
) (C_:I_lfgmers on a tailored assistance programme 61,500 64,000 Based on available information, good level
o, o, 0, o, o)
- Water quality compliance (CRI) 150 150 17.5% 1x 0.0%| 18.5%| 18.5%|18.5% Z;‘(s:;fgé?ance. Most targets met or
- Water supply interruptions mins/prop) 05:23 05:00 '
- Sewer flooding (internal and external) 2216 2518
- Restrictions on water (hosepipe bans) 0 0
Enhancing the environment
- Leakage (ML/d) 63.5 69 Improved performance. Following higher
- Treatment works compliance 99% 99.1% levels of leakage in 2022-23, good
- Environmental Performance Assessment (EPA) 4 star 4 star recoveries have been made after two record
- Greenhouse gas emissions (ktCO2e) 105 105 17.5% 1x 0.0%| 14.5%| 14.5%| 14.5% |warm months in the summer and a
- Rivers with improved water quality (km) 167.4 170.7 freeze/thaw event early this year, but levels
- Storm overflow and FFT plan progress Positive | Positive have not recovered to previous years’ lows
- Compliance with abstraction licences >98% 97.8% yet. On track to return to a 4 star EPA rating.
Empowering our people
: éﬁ;i?rgs:i;?nz&ass F:nggcrjogrrﬁpslsoyer chsgg/l;/e szltt,z/ e Good level of performance. All targets met
o, . o o 5% 1.2x 0.0%| 7.0% | 7.0% | 7.0% |or exceeded, including 92% of colleagues
- Training plan compliance 95% 100% rating the company as a aood emplover
- Assessment of diversity plan progress Positive | Positive 9 pany 9 ploy
Personal contribution
paidual assessment by Remuneration 5% | Varies | 0.0%| 6.6%| 7.4%| 7.9%|Individual assessment
Discretionary Award Individual assessment
g‘g;xﬁ‘ijtf;:ssessme“t by Remuneration 5% Varies | 0.0%| 0.0%| 4.0%| 4.0%
Total bonus as %age of base salary 50% 0.0%| 46.6%| 51.4% 51.9%

1 The Chief Executive is not receiving a bonus following the conclusion of prosecutions for two serious pollution incidents in 2018.
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Pensions
Defined Benefit Scheme
The maijority of Executive Directors are members of the Wessex Water defined benefit pension

scheme. The scheme is a HMRC registered defined benefit occupational pension scheme. The
Executive Directors are members of the WPS section, which provides:

e anormal retirement age of 65 years

e a pension at normal retirement age based on 1/60th of completed pensionable service and
final pensionable salary

¢ life cover of four times basic salary
e apension payable in the event of retirement on grounds of ill health
e adependent’s pension on death of two thirds of the member’s pension

e guaranteed increases in line with price inflation (subject to a maximum of 5% each year).

Members’ contributions are payable at the rate of 8% of basic salary, with the Company making a
further 24.6% contribution. Early payment of pension is available from age 55 with the consent of
the Company. Any pension would be subject to a reduction, based on rates the trustees consider
appropriate, acting on actuarial advice, to reflect the expected longer payment of the pension. No
additional pension will become receivable by a Director if that Director retires early.

In the event of incapacity, an unreduced pension is payable immediately. Incapacity pensions can
be paid on either a ‘partial’ or ‘full ill health’ basis depending on the conditions met. A full ill health
pension is topped up to give additional service to age 65, subject to a maximum of 20 years.

Under the Trust Deed and Rules, pensions in payment in excess of any guaranteed minimum
pension are guaranteed to increase in line with price inflation subject to a maximum of 5% each year.
In the calculation of individual cash equivalent transfer values, allowance is made for such increases.

As a result of the changes in pension legislation for high earners, Wessex Water has introduced the
following options for individuals under age 55 who are affected by the tax changes:

e continue in the scheme, with individuals meeting any tax liabilities as they fall due; or

e continue in the scheme with a capped pensionable salary which restricts pension growth to
the annual allowance limit (£50,000 pa) and receive a cash supplement in lieu of pension
entitlement on the excess salary. The cash supplement is based on the employer contribution
rate to the scheme.

Defined Contribution Scheme

Other Executive Directors are enrolled in the YTL UK Group Section of the Aon MasterTrust which
provides.

e Employee contributions options, deducted from salary at between 3% and 8% per annum

e Company contributions of between 5% and 12% per annum (dependent on the level of
employee contribution) in addition to the amount the individual pays

¢ A default normal retirement age of 65 years

e The option to select an alternative retirement age
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Differences between Executive Directors’ and Employees’ remuneration

The following differences exist between the Company’s policy for the remuneration of Executive
Directors and its policy for the remuneration of employees.

e Executive Directors pay and benefits are benchmarked against the median position of the
National Utilities market whilst we benchmark pay and benefits for all fully qualified and
experienced employees against the median position of the Willis Towers Watson Energy and
National Resources remuneration survey

e alower level of target and maximum annual bonus opportunity applies to various employees
when compared to Executive Directors

e Executive Directors (and senior managers) participate in a bonus scheme that is not available
to other employees to motivate and reward them for achievement of demanding financial
objectives and key strategic measures.

In general, these differences arise from the development of remuneration arrangements that are
market competitive for the various categories of staff ranging from employees to Executive Directors.

Executive Directors’ service contracts

All Executive Directors’ service contracts are terminable by either the Company or the Executive
Director providing 12 months’ notice. There is a theoretical maximum payment in case of redundancy
of 100% of salary inclusive of allowances and benefits plus a redundancy entitlement. There are no
specific contractual payments or benefits which would be triggered in the event of a change in control
of the Company.

Executive Directors Daat;rc;fe;u;;(:nt a[;altii:::tri)\?:il?itg:tr:r Notice Period
Colin Skellett 1 April 2014 1 September 1989 12 months
Andy Pymer 21 July 2016 1 August 2016 12 months
John Thompson 1 September 2022 1 June 2020 12 months
Ruth Jefferson 1 September 2022 26 September 2022 12 months

Executive Directors’ service contracts are available for inspection during normal office hours at the
registered office, Wessex Water, Claverton Down Road, Bath BA2 7WW. The Committee will
continue to review the contractual terms for Executive Directors to ensure they reflect best practice
and are compliant with employment law.

Non-Executive Directors

The remuneration policy for Independent Non-Executive Directors is determined by the Board. The
remuneration reflects the time commitment and responsibilities of the role.

The breakdown of the Independent Non-Executive Directors’ fees from 1 July 2023 is shown in the
Directors’ Emoluments table below. Independent Non-Executive Directors do not participate in share
or bonus schemes or any other performance-related scheme, nor is any pension provision made.
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Independent Non-Executive Directors are normally appointed for three-year terms (subject to
statutory provisions relating to the removal of a Director) that may be renewed. They do not have
service contracts, but their terms of engagement are regulated by letters of appointment (copies of
which are available for inspection during normal office hours at the registered office). Any term
beyond six years for an Independent Non-Executive Director is subject to particularly rigorous review
and considers the need for progressive refreshing of the Board balanced against the requirement for
skills, experience, independence, and knowledge.

Non-Executive Directors appointed by the shareholder do not receive any fees or other payments
from the Company.

Directors’ Emoluments

The table below shows the emoluments for the current and preceding year. All Executive Director
bonuses for 2023-24 were funded by the shareholder with no costs borne by the Company’s
customers.

Salary Benefits Bonus Pension Total
FY2024 FY2023 FY2024 FY2023 FY2024 FY2023 FY2024 FY2023 FY2024 FY2023
£k £k £k £k £k £k £k £k £k £k
Colin Skellett 290 290 23 22 - 120 - - 313 432
Andy Pymer 159 153 11 10 81 74 25 35 276 272
John Thompson 354 318 16 22 180 143 39 56 589 539
Ruth Jefferson 246 199 18 15 126 50 30 21 420 285
Mohammed Saddiq - 56 - 1 - 14 - 12 - 83
Jim McKenna 116 119 - - - - - 116 119
Kate Mingay 100 99 - - - - - 100 99
Fiona Reynolds 89 88 - - - - - 89 88
Tim Gardam 84 82 - - - - - 84 82
Kevin Wall 84 82 - - - - - 84 82
1,523 1,486 68 70 387 401 94 124 2,071 2,081

Notes to table:

No emoluments earned by Francis Yeoh, Hann Yeoh, Hong Yeoh, Mark Yeoh, Kathleen Chew or David Barclay
Benefits comprise private medical insurance, company car or allowance and fuel benefits

Andy Pymer moved to 0.6 FTE on 1 June 2023

Ruth Jefferson was appointed to the Board on 26 September 2022

Mohammed Saddiq stepped down from the Board on 16 September 2022

The Chief Executive is not receiving a bonus for FY2024

The cost of FY2024 bonuses are being funded by the Shareholder

Colin Skellett and Andy Pymer received emoluments for services to other Group Companies which are disclosed in the financial
statements for those companies.

©® N o g bk w2

Chairman
No remuneration was paid to the Chairman during 2023-24 (2022-23 — £nil).
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The total remuneration for the Chief Executive (Colin Skellett) was:
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Remuneration Remuneration
FY2024 FY2023 % change
£000 £000
WWSL

Salary 290 290 -
Bonus* - 120 -100%
Benefits 23 22 -
Total 313 432 -27.5%

All employees WWSL
Wages and salaries 131,100 115,300 +13.7%
Social security costs 16,100 14,800 +8.8%
Other pension costs 17,200 14,800 +16.2%
Total 164,400 144,900 +13.5%

*The Chief Executive is not receiving a bonus for FY2024 following the conclusion of prosecutions
for two serious pollution incidents in 2018. The Chief Executive bonus for FY2023 was funded by
the shareholder with no costs borne by the Company’s customers.

The pay increase awarded to the employees of the Company on 1 April 2023 (backdated and applied
from 1 January 2023) was a 7.2% increase over the preceding year.
Relative importance of spend on pay

Note 6 to the accounts shows the total employment costs of the Company, and the movement
between 2023-24 and 2022-23.

FY2024 FY2023 Movement Movement
£m £m £m %
Wages and salaries 1311 115.3 15.8 13.7%
Social security costs 16.1 14.8 1.3 8.8%
Other pension costs 17.2 14.8 2.4 16.2%
Total employment costs 164.4 144.9 19.5 13.5%

The relative importance of total employment costs can be shown as:

Percentage of FY2024 FY2023 Source

Turnover 27.5% 26.7% Income statement
Profit before tax * -655.0% -409.3% Income statement
Profit after tax * -1021.1% -563.8% Income statement
Dividends 247.2% 217.9% Note 10

Capital expenditure 38.9% 49.9% Cash flow statement
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25t percentile 50t percentile 75 percentage
Year Method pay ratio pay ratio pay ratio

(P25) (P50) (P75)
FY2024 A 16:1 14:1 10:1
FY2023 A 171 14:1 11:1
FY2022 A 171 14:1 11:1
FY2021 A 17:1 13:1 10:1
FY2020 A 18:1 15:1 12:1

Notes:

1. The Company chose Option A as the preferred method of calculating the pay ratio for the financial year
under review. The individual pay and benefits for every employee of the company were determined (for the
financial year being reported on the Director’'s Remuneration Report).

2. The pay and benefits were ranked from lowest to highest, and the employees at the 25th, 50th and 75th
percentiles were identified.

3. The pay ratios were calculated by dividing the CEQ’s single table of remuneration with the employee pay
and benefits at each of those percentile points. The pay ratio was calculated for all employees as at April
2024.

4. Full-time equivalent (FTE) remuneration was determined by assuming that all full-time employees are

engaged on a 40 hour per week contract. Remuneration for all part-time employees was re-calculated to a
40 hour per week, full time equivalent.

Executive Directors’ Defined Benefit Pension Provision

Pension Accrued LD ) Accrued
. Normal : accrued .
service retirement date | Pension at R pension at
completed in 30-06-2023 . 30-06-2024
1 at 65 during the
years () £pa £pa
year £pa
Colin Skellett @ 41 13/06/2010 217,896 10,789 228,685
Andy Pymer @ 23 18/08/2033 76,213 5,017 81,230
John Thompson “) 19 17/10/2034 37,937 2,143 40,080
Notes:
M Includes transfers in and bonus years
@ Pension is currently in payment
® Deferred pension
“ Active member

Ruth Jefferson is a member of the Defined Contribution Scheme.
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Remuneration link to financial performance

The table below compares the movement over 10 years in total emoluments of the Company with
the movement in the key financial performance measures of turnover, profit after tax and
dividends.

£700m

£600m

£500m

£400m

£300m

£200m

£100M __——— —

£0m SN

2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 202 /24

-£100m

= Tyrnover = Profit before tax Dividends Total emoluments

Dividends are as declared in the year. Total emoluments include Directors’ emoluments.

Executive Directors’ share interests
Shares held
There are no shares held by the Directors in the Company or the UK parent company.

Remuneration Arrangements for Executive Directors 2024-25
Base Salary 2024-25

At the meeting in May 2024 the Committee set the base salaries for each Executive Director
effective 1 April 2024.

Effective Effective Effective 1 Apr %
1 Apr 2024 1 Jun 2023 2023 change
Chief Executive Officer £290,100 £290,100 -
gﬁgf};‘gﬁgcoﬁgg'gggw £164,430 £156,600 £261,000 + 5%
Chief Operating Officer £367,500 £350,000 + 5%
Chief Compliance Officer £255,150 £243,000 + 5%

Where a salary increase has been approved it mirrors the 5% inflationary increase awarded to
employees on 1 April 2024. This was in accordance with a one-year deal agreed with the recognised
Trade Unions and awarded to those employees not covered by trade union agreements.
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Bonus scheme 2024-25

For 2024-25 there are 20 internal performance indicators, as shown below:

- C-Mex (Customer measure of experience)
- D-MeX (Developer measure of experience)
Serving people and places - Trust Pilot
- Water quality compliance (CRI)
- Water supply interruptions
- Sewer flooding (internal and external incidents)
- Environmental Performance Assessment (EPA)
- Pollutions (category 1-2 and category 3)
- Leakage
Enhancing the environment - Greenhouse gas emissions
- River with improved water quality (WINEP)
- Storm overflow and FPF progress — monitoring and improvement
outputs
- Employees understanding Wessex Water's commitment to Health
& safety and their own responsibility
Empowering our people - Employees rating company as a good employer
- Training plan compliance
- Employees recognising Wessex Water as inclusive and promoting
diversity
- Operational costs
- Net capex
- Cashflow before dividends
- Dividends declared

Financial measures

At the end of the financial year, the Committee will review company and individual performance,
taking into account performance against the measures.

Only if the Committee judges that three quarters or more of the customer and environmental targets
have been achieved, will Executive Directors be eligible for any bonus payment. The Committee
would take account of any extenuating circumstances outside the control of the Company when
determining the level of bonus payments.

The size of the bonus award is determined by Company financial performance, against targets set
by the Board. This aligns with the shareholder's expectations and means that bonuses will reflect
the financial performance of the Company.

The Executive Directors Bonus structure for 2024-25 is illustrated below:

v Target Bonus Maximum
Weighting Opportunity Bonus_
Opportunity

Serving people and places 35% 17.5% 35%
Enhancing the environment 35% 17.5% 35%
Empowering our people 10% 5% 10%
Discretionary award 10% 5% 10%
Personal Objectives 10% 5% 10%
TOTAL 50% 100%
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lllustrations of Remuneration Policy
(using estimated 2024-25 data)

The graphs below show the proportion of remuneration borne by the Company for each of the
Executive Directors

o The base level of remuneration, which is not dependent upon performance and comprises
basic salary, benefits in kind and pension

e The expected level of remuneration, reflecting a typical level of achievement against
performance targets

o The maximum level of remuneration, if all annual performance targets were fully
achieved

Colin Skellett — Chief Executive

Minimum

Target m Salary & benefits

» Bonus

Maximum

£0k £200k £400k £600k £800k
No employer pension contributions.

John Thompson — Chief Operating Officer

Minimum

m Salary, benefits
Target & pension

m Bonus

Maximum

£0k £200k £400k £600k £800k

Andy Pymer - Chief Finance Officer (0.6 FTE)

Minimum

m Salary, benefits

Target & pension
= Bonus
Maximum
£0k £200k £400k £600k £800k

Ruth Jefferson — Chief Compliance Officer

Minimum

m Salary, benefits
Target & pension

= Bonus

Maximum

£0k £200k £400k £600k £800k
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Risk Management

Risk management

The effective management of risk is central to how we can deliver effective and efficient services
to our customers and minimise the impact we have on the environment. It is critical that we have
a robust risk management framework in which material risks to the business are proactively
identified, evaluated, communicated and the appropriate response defined and implemented.
The Company’s processes are flexible to respond to changes in risk and ensure that the
necessary controls and mitigation measures are put in place. Risks are defined as any event
that can impede our ability to achieve our objectives. The most significant risks facing us are
referred to as ‘principal risks.

Risk management process

Our policy on risk assessment and management is subject to regular review by the Board
including the review and update of risk and tolerance levels. The board reviews all strategic
risks and other principal risks on a regular basis.

Identification and management of risk is delivered through a hierarchy of risk management
reviews from operational colleagues, senior management, and Executive Directors. The Board
reviews and is ultimately responsible for risk. To assist it in discharging its responsibilities, the
Audit and Risk Committee reviews the company’s internal control systems and process for
managing risk.

Operational staff and senior management review and assess asset and operational risk
monthly. Risks are scored based on likelihood and impact on a ‘five-by-five’ scoring mechanism.
Risk mitigation plans are recorded and implemented where appropriate and pre-and post-
mitigation scores are monitored.

Operational risks act as a foundation for separate tactical risk registers which feed into the
corporate risk register. The Risk Management Group maintains and reviews all business risks;
the corporate risk register reflects strategic, compliance, operational and financial risks,
specifically including health and safety and climate change related risks.

The Risk Management Group comprises senior managers from across the business. The risks
are assessed by subject matter experts and subject to independent challenge from our risk
experts. Risks above our tolerance levels will have additional measures to manage and mitigate
the risk exposure.

As well as monthly updates on emergent risks, every six months the Risk Management Group
submits a summary of the corporate risk register and a report on the Principal risks to the
Executive Leadership Team (ELT), comprising the Executive Directors.

The ELT scrutinises and challenges the risks, ensuring that we have comprehensively classified
and assessed our risks and have appropriate mitigation methods. Any significant emergent risks
or material changes in existing risks are reported to the ELT and the Board as they arise.

The CEO submits a bi-annual risk review paper to the Board. This paper details the risk process,
identifies the current principal risks (listed below) to the business and the mitigation measures.
It also records the status of emerging risks that have been identified as well as any proposed
changes to risk appetite and tolerance for discussion at the Board.
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Risk Management

The Board reviews the Company’s risk identification and management policy annually and
reviews the principal risks bi-annually. It delegates its authority to the Audit and Risk Committee
for the review and oversight of the effectiveness of the risk management process. To aid it in
doing this, the Audit and Risk Committee includes audits that review the status and mitigations
of the principal risks when agreeing the annual Internal Audit programme.

Risk management governance

The diagram below explains the governance structure for risk management across the
business.

Board of directors Audit and Risk Committee

Responsible for regular oversight ~ Monitors risks Reviews effectiveness of risk
of risk management, forannual  through Board management process with
strategic risk review processes and 4 > support from Internal Audit
management and External Audit

reports

A A
\V \V

Executive Leadership Team
(chaired by Chief Executive)

Bi-annually reviews the Cross-functional attendees, Reviews the company’s risk
company’s risk profile and encompassing all management process and
makes recommendations to Executive Directors makes recommendations to
the Board the Board

A
\ A

Risk Management Group

(chaired by Director of Risk and Investment)

Reviews external and Identifies changes to significant Cross-functional attendees,
internal environment for risks and the effectiveness and encompassing senior
emerging risks adequacy of mitigating action to management from
Performs deep dive reviews achieve agreed risk tolerance Operations, Engineering
of principal risks levels and Construction, Legal,
Reviews risk register updates ~ eets quarterly and reports to the Az
from risk owners Executive Leadership Team and
Audit and Risk Committee

A A A

\ A /A A

Risk and Business risk Internal audit and
investment team owners compliance functions
Establishes the risk Carry out day-to-day risk Review risk management

management f!'amework management activities process
» and policy ) Identify and assess risk and Functions provide
Facilitates updates to risk implement action to independent assurance to
registers mitigate risk within their management and Board on
Provides resources and area risk status
training to support process Update risk registers
Prepares reports for

Risk Managament Group
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Risk Management

We continuously review and improve the risk management framework. Since the last annual
review, the following changes have been made:

e we have successfully deployed the operational module of our governance, risk and
compliance system, with work underway to rollout the enterprise risk module in
2024-25.

e our existing risk management scoring for operational risks has been reviewed and data
is being updated to reflect this revised approach.

¢ the Board have reviewed the risk appetite framework and agreed updated appetite and
tolerance positions aligned to the Company’s strategic objectives and principal risks.

Further improvements are planned as part of the implementation of our risk and investment
framework over the coming year.

Principal risks

While the corporate risk register holds over 50 risks at any time, the principal risks are those
that the Board consider could have a material impact on the capability of the business to perform
its functions. All these risks are subject to active mitigation strategies and the Board considers
that the Company is taking appropriate action to mitigate the severity and likelihood of those
risks to an acceptable level.

In terms of risk trends, resilience in the supply chain and cyber security remains a concern due
to heightened global geopolitical tensions. Challenges in recruitment of resources remains an
issue, although the situation has improved with an increase in quality candidates applying for
roles evident over the last 12 months.

We can demonstrate through our environmental investigations, biodiversity and Conservation,
Access and Recreation (CAR) work that the environment within our area is improving as a result
of extensive nutrient removal programmes, catchment permitting, catchment nutrient balancing
and biodiversity improvements. Despite these initiatives positively reducing harm to the
environment, increased environmental monitoring, regulatory scrutiny and foreseeable changes
to the definition of performance metrics are likely to negatively impact how regulators assess
our environmental performance.

We continue to seek opportunities to maximise benefit to customers, having recently published
our cross-sector proposal advocating for 'Sustainable Solutions for Water and Nature’
(SSWAN).

The Principal risk “Technology resilience” has been widened to cover all security events that
could affect our operations with the revised Principal risk of ‘Secure sites, systems and
operations’.

We have summarised our principal risks below. Further information is then provided on each
principal risk including a statement on the context and the mitigation in place to address each
risk.
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Principal risks - strategic

Risk Management

and/or manage cash/gearing to maintain financial
viability and provide a sufficient return on
investment

Principal risk Description Risk exposure Risk Level
Reputation & National or regional issues that impact the Increasing High
positioning perception of the business and the trust the public
have in us
. . Actions taken by government that fundamentally . .
Political action change our operating environment affecting the Increasing High
business and/or cash flows.
R lat ti Actions taken by regulators that fundamentally | . Hiah
egulatory action | -hange our operating environment affecting the ncreasing 9
business and/or cash flows.
Envi t& The expectation on the business to create value I . High
hvironmen beyond a focus on short term performance ncreasing 9
public value
Climate volatility Ivgitﬂzfc;):t)t:rdnipt to changing climate and Increasing High
Principal risks — compliance, financial and operational
Principal risk Description Risk exposure Risk Level
Environmental Acute (e.g. major pollutions) or chronic harm to Increasing High
harm the natural environment as a result of activities
conducted by or on behalf of the company
Supply chain Resource scarcity or disruptions to supply chains Increasing High
resilience which prevent the procurement of products or
services at the expected cost, availability, or
quality
Secure sites, An internal or external threat actor initiates a Increasing High
systems, and security incident that: renders the business unable
operations to deliver the supply of safe drinking water and the
management of waste; results in breaches of data
protection or other laws; or impacts critical
activities such as regulatory and financial
reporting.
Failure of operational controls or an external .
Health and safety hazard that affects the health and safety of Unchanged High
employees, contractors, or the public
. . Inadequate information (e.g. poor asset data) .
Uninformed action | o, ting in sub-optimal decision-making, Unchanged High
unsatisfactory day to day business operation/
performance and/or an increase in cost and risk
R d Failure to have the right resources with the right I . Moderat
ke_i:lources an skills in the right place will have an impact on our ncreasing oderate
skills ability to operate effectively and on our strategic
objectives
Non-compliance with our own values, behaviours,
Gt?]\_lernance and and standards, or with statutory and regulatory Unchanged Moderate
ethics obligations, either unintentionally, intentionally or
maliciously (e.g. insider threat)
. Inability to provide a reliable source of water to
_Suppl_y .°f unfit or customers when they need it in line with quality Unchanged Moderate
insufficient water standards
Inabili ise fi iate level
Financial viability nability to raise finance at appropriate levels Increasing Moderate
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Reputation and positioning

Description of the risk

National or regional issues that affect the
perception of the business and the trust the
public have in us.

Context

While we are a high performing water
company, delivering consistently well against
comparative performance targets, we can be
judged against things that are outside of
these existing regulatory targets. The focus
on the industry is also an opportunity to make
stakeholders aware of our activities and
provides a greater platform to discuss and
implement change to benefit our customers
and the environment.

The Company is operating in the context of
an unprecedently low level of public trust in
the water industry and its regulation.

Risk Appetite statement

We should maintain good performance and
be transparent in our operations. We have a
high appetite for change and innovation in
areas such as real-time monitoring and
reporting.

Risk Management

Mitigation and controls include

Management of operational and
compliance risks

Focusing on continued excellent service
to customers and communities

Maintaining excellent relationships with all
stakeholders

Ensuring a continued focus on our longer-
term resilience and the need for long-term
asset investment

Horizon scanning and keeping ahead of
emergent risks

Explaining the bigger story about the
public benefit and service to society we
offer

Continuing to show thought leadership on
systemic challenges

Communicating effectively on our bigger
ambitions for the 25-year Environment
Plan and demonstrating a commitment to
bring our customers with us
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Political action

Description of the risk

Actions taken by the government that
fundamentally change our operating
environment affecting the business and/or
cash flows.

Context

As a private provider of an essential public
service our position as a licensed water and
sewerage undertaker is subject to political
perspectives and preferences.

Risk Appetite statement

We want to continue to contribute proactively
and factually to the debate about the pace
and nature of change in the sector while
minimising the impact on our operating
environment.

Risk Management

Mitigation and controls include

e Advocating the benefits of private
companies delivering essential public
services

¢ Advocating the need for reform and long-
term investment to improve outcomes
through SSWAN

¢ Engaging in issues of public importance
and providing factual evidence

e Leading by example in demonstrating
high standards of assurance in everything
we do

¢ Communicating value to customers and
stakeholders of our operational
performance and investment.

e Engaging in relevant government and
regulatory consultations

¢ Keeping abreast of changing or new
legislation and regulatory requirements
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Regulatory action

Description of the risk

Actions taken by regulators that
fundamentally change our operating
environment affecting the business and/or
cash flows.

Context

As a private provider of an essential public
service our position as a licensed water and
sewerage undertaker and many of our
associated obligations are defined by statute.

A strong regulatory framework allows quality
and independent economic regulators to
determine many of the outcomes we are
required to deliver and the amount of revenue
that we can collect through our charges.

Risk Appetite statement

We want to be at the forefront of regulatory
reform, leading the sector towards an
outcome-based approach and promoting
alignment between regulators.

Risk Management

Mitigation and controls include

e Submission of a high quality PR24
business plan delivering for customers
and the environment

e Consulting with customers and
stakeholders to understand their
requirements

e Strong consistent performance

o Communicating value to customers and
stakeholders of our operational
performance and investment.

e Embedding culture that embraces Ofwat’s
challenges to seek opportunities

e Engaging in relevant government and
regulatory consultations

e The evolution of SSWAN, widely
consulted on across the sector and
stakeholders

e Keeping abreast of changing or new
legislation and regulatory requirements

e Assessing and communicating the impact
of changes in interpretation or expectation
of existing regulations will have a material
impact on the business
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Environment and public value

Description of the risk

The expectation on the business to create
value beyond a focus on short-term
performance.

Context

Society expects corporations to create value
beyond short-term operational performance
and financial returns.

The need to lead on finding solutions to the
problems of people and planet is particularly
important to younger generations and
therefore to our future customers and their
willingness to pay.

Risk Appetite statement

We should take opportunities to improve
public value through our day-to-day activities

and make visible the full value of the activities

we undertake.

Risk Management

Mitigation and controls include

Implementing our purpose following a
comprehensive review in conjunction with
Sustainability First

Monitoring delivery against our published
roadmap to net-zero carbon

Increasing our wider stakeholder
engagement on such matters as
catchment markets, storm overflows and
vulnerability

Driving a change to outcomes-based
regulation to allow innovation and wider
value delivery to be sought through
collaboration

Communicating effectively at the strategic
level

The Environment and Public Value
Committee continues to advise the Board
on opportunities to increase both public
and shareholder value through
contributions to enhanced outcomes for
people, environment, nature, and water
across the region.

Promotion of social tariffs

Implementing a determined action plan to
reduce our pollutions to zero
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Climate volatility

Description of the risk

The need to adapt to changing climate and
weather patterns.

Context

The natural environment we are operating
within is changing and we must adapt to
reduce our impact and ensure we can provide
resilient services in the face of such changes,
including for water, air and biodiversity.

Risk Appetite statement

Our services to customers and the
environment should be resilient in reasonable
climate scenarios.

Risk Management

Mitigation and controls include

o Water Resource Management Plan
(WRMP), maintaining the supply/demand
balance now and for the long term

e Drainage and Waste water management
plans (DWMPs) detailing how we will
provide resilience across our waste water
service to more extreme conditions

¢ We have already committed to targets for
net zero operational and embodied
carbon and published our roadmap to net-
zero carbon

o We have published our 25-year strategic
direction statement incorporating long-
term outcome targets for net zero carbon,
increased biodiversity, sustainability
abstraction and great river and coastal
water quality as outcomes

e Incorporating climate change scenarios
into our long-term delivery strategies and
decision-making
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Environmental harm

Description of the risk

Acute (e.g. serious pollutions) or chronic

harm to the natural environment as a result of

activities conducted by or on behalf of the
company.

Context

Our waste water operations take away and
treat 863 million litres of sewage from 2.9
million customers each day. Escape of
sewage into the environment can impact
wildlife and the health of our region’s
watercourses.

As custodians of the environment, we are
committed to avoiding environmental harm
achieved by reducing pollutions.

Risk Appetite statement

We must meet all statutory and regulatory

requirements to protect the environment from

harm.

Risk Management

Mitigation and controls include

Risk-based prioritisation process for the
maintenance and replacement of our
assets

ISO 9001 (Quality management)
Robust monitoring of our operations 24/7
Rigorous sampling/testing programme

Emergency planning and business
continuity plans

‘Stop the block’ and ‘3 P’s — poo, pee and
paper’ campaigns to raise awareness of
sewer misuse

National lobbying of wet wipe
manufacturers and supermarkets to
tackle false advertising of ‘flushable wet
wipes’

EDM monitoring of overflows

Rising main monitoring programme
Robust culture of self-reporting

Use of Stormharvester machine learning/
artificial intelligence network monitoring
approach to predict potential problems.

Storm Overflow Assessment Framework

Delivery of our pollution reduction
strategy

Storm Overflow Action Plan
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Supply chain resilience

Description of the risk

Resource scarcity or disruptions to supply
chains which prevent the procurement of
products or services at the expected cost,
availability, or quality.

Context

Several events in the chemical supply chain
over recent years have highlighted the
fragility of some of the industry’s suppliers.
The government has also identified that the
most significant single risk to public water
supplies is a failure in the chemical supply
chain.

This is a market issue where we have only
limited means of proactively mitigating any
supply chain loss, although we are relatively
well placed compared to other water
companies. Our controls are particularly
important, and we have reviewed our
business continuity arrangements for loss of
supply of chemicals and loss of critical
supplies generally.

Risk Appetite statement

We will reduce the risk of supply chain
disruption that jeopardises core company
outcomes to as low as reasonably
practicable.

Risk Management

Mitigation and controls include

e Maintain strong relationships with the
supply chain

e Engage in industry updates to
government and escalation of issues.

Minimise risk of failure through early
procurement of key materials and
alternative arrangements for
emergency call-off

Detailed and tested contingency
arrangements in place

Regular monitoring of the supply
chain, early warning of issues and
quick mitigation

Reviewing existing contingency
arrangements and seeking to
become more self-sufficient and
resilient

AMP8 transition planning to ensure
deliverability of our regulatory
commitments and aspirations

o Development of design and construction
project resilience within wider YTL Group
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Secure sites, systems and operations
Description of the risk

An internal or external threat actor initiates a
security incident that: renders the business
unable to deliver the supply of safe drinking
water and the management of waste; results
in breaches of data protection or other laws;
or impacts critical activities such as regulatory
and financial reporting.

Context

Threats to safety, security and business
resilience range from activism and criminal
activity, and up to Nation State sponsored
threats (including some types of cyber-crime
and sabotage). Physical Security, Cyber
Security, Information Security and Personnel
Security measures are operated in
combination to counter and contain such
threats and to recover quickly from incidents,
helping to protect the personnel, sites,
information assets, Information Technology
(IT) and Operational Technology (OT)
systems that are fundamental to our daily
operations and activities.

Risk Appetite statement

We must understand the threats to the
security of our sites, systems and operations
and employ the appropriate controls to
reduce the impact of threats to our core
objectives to as low as reasonably
practicable.

Risk Management

Mitigation and controls include

Corporate governance and Security
governance

Risk management, audit and assurance
Security strategy, policy and processes
Security Education and Awareness

Compliance with Regulatory Standards,
security control frameworks and
certification (including NIS regulations
and 1SO27001)

Secure architecture and ‘Secure by
Design’ processes

System and Security Engineering
(including secure designs and patterns)

Threat Intelligence and understanding,
including the support of the Centre for the
Protection of National Infrastructure
(CPNI) and National Cyber Security
Centre (NCSC)

Incident Response preparedness
(including training and exercises)

Vulnerability Management (including
discovery, assessment and mitigation)

Business Continuity and Disaster
Recovery planning

Specialist and technical auditing and
testing, including Penetration Testing

Continuous Monitoring, Detection and
Response (inc 24/7 Cyber Security
Operations Centre (CSOC) services)
Capability Development and continuous
improvement activity (inc the Operational
Technology Security Improvement
Programme)
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Health and safety

Description of the risk

Failure of operational controls, plant or an
external hazard that affects the health and
safety of employees, contractors, or the
public.

Context

Working with and around water, sewage, gas,
construction sites, plant and equipment
exposes employees, contractors and the
public to man-made and naturally occurring
hazards.

The Board remains committed to
understanding our occupational and process
safety risks and ensuring that they’re
appropriately managed.

Risk Appetite statement

Health, Safety and Wellbeing is a core
company value. All reasonably practicable
means will be used to ensure the health,
safety and welfare of our employees whilst at
work and of those who may be affected by
our daily operations and activities.

Risk Management

Mitigation and controls include

Dedicated Health and Safety Committee
and an expert Advisory Board

Appointment of Director of Process Safety
Embedded framework and strategy

Implemented a cross-business health and
safety management process.

Detailed process safety review of sites

Embedding process safety into our
decision-making framework

Full Health and Safety risk register

Compliance with regulatory requirements
including COMAH and DSEAR

Embedded behavioural safety
programmes.

ISO 45001 certified for our engineering
and construction activities

Easy reporting of incidents, near misses
and observation through our health and
safety app ensuring data is used to drive
proactive intervention.

Supporting our employees through
resilience building, mental health and
financial wellbeing initiatives

Improved communication with employees
on health and safety issues

Sharing of best practice and advice
between Water UK members

Ensuring employees and contractors are
trained to have a full understanding of the
safety processes on all our sites and
follow them at all times
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Uninformed action
Description of the risk

Inadequate information (e.g. poor asset data)
resulting in sub-optimal decision-making,
unsatisfactory day to day business operation/
performance and/or an increase in cost and
risk.

Context

The environment in which we’re operating in
means that each decision needs to be the
right one. Failure to make the right decision
can have a direct impact on cost, increase
the company’s risk profile or create an
immediate impact to customers or the
environment through a pollution or service
outage. Making the right decision is reliant on
our people and systems having access to
adequate information.

Risk Appetite statement

We will reduce the risk of inadequate
information that has a material impact on the
company'’s performance, cost and/or risk. We
will use assurance activities to verify the
quality of data as appropriate.

Risk Management

Mitigation and controls include

e Multiple corporate systems to house
robust data that has an assigned
data owner and data steward

e Information Management Steering
Group

¢ Information Management Framework

o Established data access layer
improving access and transparency

e Data quality review
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Resources and skills

Description of the risk

Failure to have the right resources with the
right skills in the right place will have an effect
on our ability to operate effectively and on our
strategic objectives.

Context

Our business is made up of almost 2,900
employees undertaking a wide range of roles
with varying skills requirements. For some
time there has been national shortage in
STEM skills (Science, Technology,
Engineering and Maths). However, post-
Brexit and Covid 19 there is a national
shortage of resources in total, affecting most
sectors and roles. Many people are now used
to home working and are less willing to move
for a new job.

Staff retention remains key to maintaining the
highly skilled, committed, and talented people
we need.

Risk Appetite statement

We will actively seek opportunities to improve
our reputation as an ‘employer of choice’ to
attract and retain the best talent, and we will
ensure succession and workforce planning
for key skills that are difficult to recruit in the
market.

Risk Management

Mitigation and controls include

Growing our apprenticeship and graduate
programmes

Improved attraction and retention of
colleagues, i.e., Increased flexible
working

Succession planning for senior and key
positions

Continued commitment to training and
development

Evolving the YTL Academy

Promoting our Culture, Inclusion and
Diversity programme

Wessex Water Services Ltd 111



Governance and ethics

Description of the risk

Non-compliance with our own values,
behaviours, and standards, or with statutory
and regulatory obligations, either
unintentionally, intentionally or maliciously
(e.g. insider threat).

Context

We have multiple regulators and are required
to comply with thousands of statutory and
regulatory requirements. A risk exists that
non-compliance with these requirements may
occur unintentionally, intentionally, or
maliciously which can have a direct impact on
services to customers and/or the company’s
reputation.

Risk Appetite statement

Our organisation will adhere to its core values
and fulfil its corporate responsibilities by
ensuring it acts responsibly, ethically, and
with integrity.

Risk Management

Mitigation and controls include

¢ Robust governance frameworks
e |SO standards

e Suite of assurance activities from first,
second and third line of defence

e Core business policies covering
requirements including business ethics,
code of conduct, ‘Raising a Concern’

e Separation of duties
e Environment and Public Value Committee
¢ Audit and Risk Committee
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Supply of unfit or insufficient water
Description of the risk

Inability to provide a reliable source of water
to customers when they need it in line with
quality standards.

Context

We treat and supply more than 280 million
litres of water a day to 1.4 million customers.
Providing wholesome drinking water is a
fundamental obligation to our customers and
a responsibility that we take very seriously.

There are many risks that can affect our
ability to deliver the right quantity and quality
of water to our customers cost effectively.
Our Water Resource Management Plan
identifies the long-term approach to
addressing these and other emerging issues
while continuing to provide the expected
quantity and quality of water.

Our resilience and performance is measured
by a combination of performance
commitments and other metrics to ensure we
continue to make appropriate risk-based
decisions for the short, medium and long
term.

Risk Appetite statement

We seek to reduce water quality risks to as
low as reasonably practicable and maximise
opportunities to increase the resilience of our
water supply system.

Risk Management

Mitigation and controls include

o Water Resource Management Plan,
maintaining the supply/demand balance
now and for the long term

e Mature drinking water safety planning
approach that meets regulatory
requirements

¢ Risk-based prioritisation process for the
maintenance and replacement of our
assets

e |SO 9001 (Quality management) certified
¢ Robust monitoring of our operations 24/7
¢ Rigorous sampling/testing programme

e Emergency planning and business
continuity plan

o Water Smart training
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Financial viability

Description of the risk

Inability to raise finance at appropriate levels
and/or manage cash/gearing to maintain
financial viability and provide a fair return on
investment.

Context

The Company has a significant and
increasing funding requirement for its
investment programme and refinancing
maturing debt, both in the current AMP period
and into the future.

At present there are significant global
economic and financial implications. These
include the conflicts in Ukraine and the
Middle East, global logistics affecting delivery
times, and insufficient experienced resources.

Furthermore there remains ongoing
uncertainty within the UK water industry
surrounding the regulatory settlement and the
knock-on effect on access to markets.

This is a well-controlled risk, but it is
important we continue to maintain our high
standards to mitigate the risk.

Risk Appetite statement

We work to ensure the company remains
financially resilient now and for the duration of
our long-term viability statement.

Risk Management

Mitigation and controls include

e Maintain communications and strong
relationships with financial institutions and
credit rating agencies

e Maintain and annually review
borrowing policy

e Regular monitoring of position,
horizon scanning and forecasting

e More detailed modelling of financial
viability scenarios

e Focusing on maintaining industry
leading customer service and
environmental performance

e Robust sustainable financing
framework
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Long-term viability statement

The Company has a long-term commitment to the provision of resilient services for the
communities it serves and plans on the basis of stewardship in perpetuity.

In October 2023 we submitted our 2025-30 business plan. This sets out our long-term delivery
strategies and outlined operational plans out to 31 March 2035. Given this the Directors have
determined 2035 as an appropriate planning horizon for the Company’s long term viability
statement. There does however remain significant uncertainty for the period after 2025,
increasing further when beyond 2030 is considered.

Under Section 2 of the Water Industry Act 1991 as amended, Ofwat continue to have a duty to
secure that water companies can (in particular through securing reasonable returns on their
capital) finance the proper carrying out of their statutory functions. Ofwat should always provide
a level of return that is commensurate with the risk being borne, which our modelling and other
work illustrates, and which underpins the long term viability tests. As mentioned, late last year
we submitted our business plan to the regulator, and in July 2024 Ofwat published its provisional
assessment of our plan, known as its draft determination. This set out its view on all aspects of
our plan, including required levels of investment, the performance that it expects from this
investment, and the associated level of customer bills.

In light of Ofwat’s assessment, in August 2024 we submitted further information which included
some changes to our initial plan which reflected both the challenges presented by Ofwat and
new requirements that have arisen during the year. Our response to Ofwat’s draft determination
used Ofwat’s assessment of cost of capital assumptions in Ofwat’s models, however the Board
stands behind the compelling evidence we submitted in our PR24 business plan outlining our
assessment of cost of capital which is higher.

For the most immediate term analysis up to 31 December 2025 the Directors have taken into
account:

o the current financial position of the Company, its cash deposits and available funds,

o the expected turnover up to March 2025 from the customer charges that have already
been set,

o that the larger capital expenditure programme is of a similar nature to that delivered in
previous regulatory control periods, allowing the Directors to be able to predict the cost of
construction with some certainty,

« that borrowing facilities in place are in the majority long term and maturing after 31
December 2025 with a mix of borrowings spread between fixed, floating and index linked,
and predictions of interest rates,

o the need for additional financing and the increasing cost of debt,
o that there are sufficient finance facilities in place to fund our working capital requirements,
and

The key areas considered by the Directors in this regard were:
o the principal risks as shown in the Annual Review Summary,
o the shocks and stresses shown in the Company’s resilience action plan,
o the liquidity of the Company over the years, and
e compliance with financial covenants in respect of gearing and interest cover.
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Having done so, the Directors confirm that they have a reasonable expectation that the
Company will be able to continue in operation and meet its liabilities as they fall due up to 31
December 2025. Further details are given in Note 1 on page 148 of the financial statements.

The Company’s approach to the assessment and consideration of the full range of risks,
including common external risks that affect the water sector as whole as well as specific
Company risks is detailed in the previous section of this Annual Report and Accounts document
(see pages 97 to 114).

When assessing financial viability over a longer period, Directors considered:

¢ the financial and operational impact if the risks identified in the corporate risk register
were to occur,

¢ the impact on WWSL if risks related to the wider group were to occur,

¢ the wider economic and regulatory environment, and

e the impact of any other foreseeable risk.

This ensures that all operational, financial, and regulatory risks and liabilities are fully
considered. The assumptions used in stress testing for this viability statement are consistent
with this wider risk assessment reported elsewhere in the Company’s accounts.

The Corporate risk register is updated on an on-going basis and reviewed by the Company’s
risk management group and Board every six months to ensure it is a true reflection of the
circumstances of the Company. The potential financial impacts (shocks) of the principal risks
contained in the Corporate risk register are summarised in the below table:

Principal risk Financial Shocks

Reputation & positioning Decreased collections

Political action Unfunded obligations

Regulatory action Regulatory fine

Environment & public value Unfunded obligations

Climate volatility Increased cost, reduced performance

Environmental harm Short term cost increases, reduced performance, regulatory fines
Resources and skills Short term cost shocks, Increase in costs over time

Supply chain resilience Short or long term increase in costs

Health and safety Short term cost increases, reduced performance, regulatory fines
Technology resilience Short term cost increases, reduced performance, regulatory fines
Supply of unfit or insufficient water | Short term cost increases, reduced performance, regulatory fines
Financial viability Increased cost of debt

Uninformed action Increase in costs, reduced performance

Governance and ethics Regulatory fines
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The following table summarises the individual financial shocks we have considered and
modelled, informed by considering the potential financial impacts outlined above. The levels of
financial impact are set having considered historical precedent (both on company performance,
that of its peers or analogous risks that have occurred in other sectors), independent expert
forecasts (for instance forecast ranges published by the Bank of England), and where
appropriate guidance within the final PR24 methodology.

Area

Stress test

Inflation

1.

Sustained lower (up to 2%) than forecast CPIH, reducing allowed revenues
and RCV growth,

Short-term deflationary scenario with negative CPIH (-1%) over two years,
reducing allowed revenues and RCV growth,

Short-term higher (up to 8%) than forecast CPIH, increasing costs, and
Short-term increase in the wedge (up to 2%) between RPI and CPIH on top
of current forecasts, increasing accruals on debt without increases in
revenues.

Revenues

Sustained lower demand (up to 8%) for both household and commercial
customers, reducing revenues collected,

Short-term shock to lower demand (up to 10%) reducing revenues
recovered,

Lower allowed revenues (3% of RoRE ODI penalties) through poor
operational performance, and

Decreased collections and an increase in customers’ inability or refusal to
pay, this reduces cash into the business and increases bad debt charge
within modelled operational costs.

Capital
expenditure

Short-term and sustained input price pressures above (up to 1.5%) CPIH,
increasing capital costs,

Short-term increases (up to £50m) to capital expenditure because of
sudden asset failures/environmental incidents/loss of suppliers,

Sustained increase (up to 10%) in capital maintenance expenditure, and

Significant unfunded obligations increasing (up to £100m) capital
expenditure.

Operational
expenditure

Short-term and sustained input price pressures above (up to 3%) CPIH,
increasing operational expenditure

Short-term increases (up to £10m) to operational expenditure because of
sudden asset failures/environmental incidents/loss of suppliers

Sustained increase (up to £7m p/a) in operational expenditure
Significant regulatory fines (up to 6% of turnover)

Financing

Credit rating downgrade, resulting in higher (up to 0.5%) costs of raising
new debt,

Sustained increase (up to 2%) in cost of raising new debt above the
forecast benchmark indices, and

Poor market performance of pension assets resulting in an increase (up to
£150m) of our pension deficit.

Scenarios were then developed ensuring that the analysis correctly identified linked and
compounded risks and were sensitivity tested with reasonable, plausible, and extreme levels

of severity.
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Scenario Details and sensitivity testing

Wastewater This might include a major pollution incident or the widespread

incident distribution of unfit water, either driven by catastrophic asset failure,
extreme weather events or malicious damage. The base scenarios

W include the capital costs of rectification and then increases severity

ater supply . . . . ) .

incident by progressively including risks of fines, penalties from regulatory
delivery incentives, customer compensation payments and at the
most extreme the withholding of customer bill payments.

Simultaneous water As above but assumes incidents occur concurrently.

and wastewater

incidents

Macroeconomy This scenario assumes a sustained economic downturn in the UK
that increases company input prices and reduces productivity
resulting in sustained overspends of regulatory cost allowances
while depressing indices of consumer prices and reducing company
sales. An accompanying credit squeeze means that the costs of
new finance increase.

Combined Assumes operational failure coincides with higher input costs

operational and resulting in consistent overspends against regulatory allowances.

macroeconomic Alongside this depressed consumer price indices reduce sales and

shock regulatory value. Sensitivity testing increases the severity by
assuming demand and sales volumes also decrease and the
company suffers higher interest costs through a credit rating
downgrade.

New unfunded This scenario assumes that government or regulators impose new

obligations obligations on the Company that create additional costs and diverts
management focus leading to operational failure. These are
modelled individually and then alongside operational or
macroeconomic shocks to fully test the resilience of the company.

Extreme weather Extreme weather event (either a ‘beast from the east’ or a prolonged

event dry period) causes overspend on operational expenditure and asset
failures resulting in ODI penalties.

Climate change Ongoing climate change causes more uncertain weather, dryer
summers and wetter winters lead to additional operational and
maintenance expenditure. This was modelled individually and
alongside operational and macroeconomic shocks to fully test the
resilience of the company.

The individual shocks, scenarios, and levels of sensitivity considered within the financial viability
assessment are reviewed and agreed by senior management across the finance, risk and
investment, and economic regulation teams. Our full approach to risk identification,
management and mitigation is described on pages 97 to 114 of this Annual Report and
Accounts. These are then presented to the Company’s Audit and Risk Committee for review.

In total the Company modelled 36 scenarios, including those outlined in the PR24 final
methodology, the most severe of which consider multiple concurrent and linked risks.
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The follow table highlights which shocks were active and in which years in each scenario:

Financial shocks
Scenario
Inflation Revenue Opex Capex Financing
Qp 'erationall . oDl 1:6 years
wg;‘;f/'x:s(fén;',{'adr for none penalties 1:3 years shock | 1:3 years shock regulatory
. throughout enforcement
combined)
1:3 years shock | 1:3 years shock
Totex Overspend none none - Sustained -Sustained none
maintenance maintenance
overspend overspend
Lower inflation
Macroeconom and Higher Lower Input price Input price none
y RPI/CPIH demand mismatch mismatch
wedge
gogg;;;ic;l and oDl 1:3 years shock | 1:3 years shock
nf ACIOECONOMIC Lower inflation penalties - Input price - Input price none
throughout mismatch mismatch
shock
New unfunded Unfunded Unfunded
obliaations Lower inflation none obligations over | obligations over none
g 2025-30 2025-30
Cyber attack none penoa[?tlies 1:10 year shock | 1:10 year shock none
Climate change Lower inflation none Six:::;nszd Oneo?;fsusglszmg none

When considering long term financial viability the Directors primarily considered the ability of
the Company to retain credit metrics consistent with an investment grade credit rating, as this
would continue to grant access to the debt and equity markets for the Company to finance its
functions.

The Directors note the PR19 final determination significantly reduced the headroom available
which, coupled with extreme global pressures on costs, results in a challenging short-term
position. This is further compounded in the medium term by the significant investment pressures
over the next price control period, with expenditure expected to be three to four times that
previously seen. Looking forward this creates significant pressure on gearing that even in the
base case threatens the ability to maintain an investment grade credit rating and avoid
breaching the financial covenants on our debt facilities.

If, as expected, the increased scale of investment continues longer term, there is sustained
downwards pressure on selected debt covenants (EBITDA / Interest). This may pose an issue
towards the end of the assessed period. However, we believe that through constructive
engagement with lenders this will be resolved as in these cases we maintain the key credit
rating metrics (AICR / PMICR and gearing) consistent with investment grade credit rating and
have a track record of positive engagement and strong performance that could improve future
ratios.

In many of these scenarios we see further pressure on key credit rating metrics (gearing and
interest covers) that may threaten the company’s investment grade credit rating, and cause
breaches to the financial covenants on our debt facilities. This is of particular note where there
is sustained low inflation and significant totex overspends, and on interest covers with sudden
reductions in revenue and significant fines.

Multiple control measures are in place to mitigate or prevent impacts. These include:
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e Insurance against significant one-off shocks such as flooding

This will help the Company recover some of the totex incurred in specific shocks where they
are driven by insurable external risks.

e The suite of regulatory reconciliation mechanisms in place to allocate risk between the
company and customers

These mechanisms will help mitigate the impact of reduced demand on revenues through the
RFI and help mitigate the impact of additional expenditure through the totex reconciliation
models. Further protections to the RCV revenues exist in the cost of debt indexation
mechanism.

e Reducing expenditure with limited short or medium-term benefits

This alongside restriction of executive pay can help offset other increases in totex. However,
given the scale and uncertainty of the upcoming capital programme we will not have the ability
to completely offset increases in costs, and these levers will have lower impact than in previous
assessments. It is imperative to note that if this restriction on expenditure is required over the
longer term this will place more stress on the business and reduce its long-term resilience.

e Restricting dividends

The Company has always committed to ensuring it maintains a solid investment grade credit
rating and operates a flexible dividend policy that will help ensure this. The Directors note that
dividends can be restricted before the new cash lock up clause in the licence comes into force
if there is foresight of the risks. As outlined in our PR24 submission, in our base case dividends
are already completely restricted over 2025-30 to fund real RCV growth.

The table below sets out which financial shocks were considered in the most extreme case for
each scenario and indicates the pre and post mitigation impact on gearing (target <80%), and
interest covers (Moodys AICR target >1.1x, PMICR target >1.1x and EBITDA / Interest target >
2.75x). Red represents sustained breaches of a level consistent with investment grade credit
rating, amber represents short term breaches that we would expect rating agencies to look
through (as evidenced currently with the high inflation & RPI/CPIH wedge shock) and green
represents limited issues.

Pre-Mitigation Post Mitigation
Scenario
Gearing Interest Covers Gearing Interest Covers

Wastewater incident ) (] o o
Water supply incident o ) o o
Simultaneous water and

wastewater incidents g L o
Macroeconomy o )
Combined operational and ° °
macroeconomic shock

New unfunded obligations o o ()
Extreme weather event ) )
Climate change ) )
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The Directors note that in many cases the four mitigations outlined were sufficient to restrict the
breaches to short-term failures relating to specific shocks, where further action would have
limited immediate impact. The Directors considered that in these cases the impact would not
affect the underlying viability of the Company as credit rating agencies focus more on the overall
trends and sustained exceedance of metrics.

Where there are still sustained breaches then this is resolved through equity issuance in the
next five years of c£0.6bn, with further requirements if the scale of investment continues post
2030. We have a long-term shareholder who considers their stewardship in perpetuity and who
stands ready to invest into Wessex Water, for a fair return under a stable regulatory framework.

The Directors also note the further protections in the regulatory model, (such as interim
determinations, or subsequent price determinations recognising a material shift in the balance
of risk), which in many of these scenarios, would allow turnover to be adjusted upwards in the
event of a substantial adverse effect on the financial position of the Company.

Following these assessments, the Directors confirm that they have a reasonable expectation
that the Company will be able to continue in operation and meet its liabilities as they fall due up
to 31 March 2035.

Before agreeing this statement, the Directors, through the Audit and Risk Committee which
contains all independent directors, challenged company management on its analysis of the risks
and of the mitigations. In making this statement the Directors have made the following reasoned
and reasonable assumptions:

o that the final determination will be broadly consistent with the company’s submitted
response to Ofwat’s draft determination;

o the availability of finance capital,;

o stability of the financial regulatory framework;

o that Ofwat will continue to perform its statutory duty to ensure that the Company can finance
the proper carrying out of its statutory functions; and

¢ the Company has an active and long-term shareholder, YTL, and is committed to long-
term stewardship and investment for a fair return.
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Climate-related Financial Disclosures

Introduction

This is our third report aligned to principles set out by the Task Force on Climate Related Financial
Disclosures (TCFD). While the following pages summarise our approach, more detail is provided in
our climate change adaptation report and our net zero carbon route map.

Compliance Statement

The extent of consistency with the TCFD framework

Our climate-related financial disclosures are consistent with the four TCFD recommendations and
the eleven recommended disclosures set out in Figure 4 of Section C of the TCFD’s June 2017
report “Recommendations of the Task Force on Climate-related Financial Disclosures”. We have
also taken on board the findings and recommendations of the Financial Reporting Council’s
“Thematic Review of TCFD disclosures and climate in the financial statements”, published in 2022.

The table below summarises where we detail our approach that aligns to the TCFD framework, and
the following pages provide further information.

Governance Disclose the organisation’s governance around climate-related risks and Page(s)
opportunities.

Governance Report 53
a. The Board's ove.rS|ght of Environment and Public Value Committee 78
climate-related risks and
opportunities Audit and Risk Committee 71
Governance Framework Principles 58-70
b. Management's role in Summary of our decarbonisation plans 26-27
assessing and managing  Qur approach to risk and resilience 97-114
risks and opportunities
Our climate volatility principal risk 105

Strategy Disclose the actual and potential impacts of climate-related risks and
opportunities on the organisation’s businesses, strategy, and financial planning where
such information is material

climate change adaptation report 12-14
a. The climate-related risks
and opportunities the 36-40
organisation has 48-71
identified over the short,
medium, and |ong_term Strategy SeCtion 124-125
b Tho Impact of IMALe-  Siateqy sectn
opportunities on the climate change adaptation report 46-94
organisation’s
businesses, strategy,
and financial planning
c. The resilience of the climate change adaptation report 46-94

organisation’s strategy,
taking into consideration
different climate-related
scenarios, including a
2°C or lower scenario
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Risk Management Disclose how the organisation identifies, assesses, and manages Page(s)
climate-related risks

a. The organisation’s Climate Risk 97-114
processes for identifying
and assessing climate- | Climate risk management section 126-132
related risks.
b. The organisation’s Climate Risk 97-114
processes for managing ) ) )
climate-related risks Climate risk management section 126-132
c. How processes for Climate Risk 97-114
identifying, assessing, . . :
and managing climate- Climate risk management section 126-132

related risks are
integrated into the
organisation’s overall risk
management.

Metrics & Targets Disclose the metrics and targets used to assess and manage
relevant climate-related risks and opportunities where such information is material.

a. Metrics used by the Metrics section 132-136
organisation to assess
climate-related risks and | net zero carbon route map 9-13

opportunities in line with
its strategy and risk
management process.

b. Scope 1, Scope 2, and, if Metrics section 132-136
appropriate, Scope 3
greenhouse gas (GHG)
emissions, and the
related risks.

c. Targets used by the Metrics section 132-136

organisation to manage  net zero carbon route map 9-13
climate-related risks and
opportunities and
performance against
targets

Annual performance report

* Note for hyperlinks the page numbers relate to those documents.

1. Governance

Our Board is responsible for our risks and through the Environment and Public Value Committee
manages our principal risk of climate volatility (page 105). The Board’s Environment and Public
Value committee advises the Board on the development and delivery of the Company’s purpose,
strategy, and values, which drive change and influence the company’s environment and social
purpose (page 78). The Audit and Risk Committee provides assurance and challenges the overall
risk, control, and governance framework on behalf of the Board including for our principal risk of
climate volatility (page 71). Our governance arrangements are outlined in our Governance Report
(page 53) and how we meet the Ofwat Better Leadership, Transparency and Governance objectives
as well as the Wates Principles (page 58 to 70). The Board reviews and monitors the Company’s
progress against numerous environmental performance commitments, including our greenhouse
gas emissions.
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Responsibility for responding to climate related risk and opportunities is shared across the
Directorates and is part of our overall approach to risk and resilience. The Director of Planning, Risk
and Investment manages our resilience framework through two groups: the Risk Management
Group, who manage the overall risk and resilience process; and the Investment Solutions Group,
who review and approve capital-based mitigations to improve our resilience. Climate change and
volatility is one of the stresses identified in our resilience action plan.

We have produced three climate change adaptation reports, meeting the Government’s adaptation
reporting duty. These cover the physical climate risks, identified, and graded, and the management
measures being used (outlined in the strategy and risk management sections in more detail).
Management review the progress being made toward our net zero carbon route map annually. We
report our carbon footprint each year to Ofwat and within this report.

2. Strategy

We are a long-term business and aim to be a genuinely sustainable water Company. As such, we
are attuned to changes that will take place over several decades. Our management plans for water
resources and, drainage and wastewater have a 25-year timescale, and we reflect UK climate
projections running to the end of the 215t century. These long-term plans are translated into short-
and medium-term delivery through the five-year investment plan cycles. We have identified impacts
over the short (0-10 years), medium (10-30 years), and long term (30-100 years) horizons.

Policies and Strategies

As our services and operations are affected by weather patterns, our action plans related to climate
change and resilience are crucial to our business. Climate-related impacts have a bearing on many
of the core services that we provide — they affect water availability, water quality, and the efficacy of
sewerage and surface water management, among other things. Heatwaves and drought have clear
impacts on water supply and demand, while prolonged or intense rainfall affects the quality of water
sources and the capacity of our wastewater network. Adapting to a changing climate is integral
therefore to our long-term strategic direction, five-year business plans, and subject-specific
exercises such as water resources planning. Our climate change adaptation report sets out overall
strategy and our programme of work in the short and long term, in relation to our main physical
climate risks.

Alongside physical risks associated with climate, we will be affected by the necessary transition to a
low carbon economy. Transition risks and opportunities are also evident for both functions,
especially when we include embodied emissions in construction materials and consumables.
Providing water and wastewater services involves significant amounts of energy use and emissions
of methane and nitrous oxide as well as carbon dioxide. Our wastewater emissions are larger than
water supply emissions and will also be harder to abate, especially in relation to process emissions.
We are committed to reducing our carbon footprint, reflecting the expectations of our external
stakeholders — including investors, NGOs and the public — as well as mitigating the physical risks of
climate change. Our net zero carbon route map sets out how we plan to address our operational
emissions during the 2020s and signal the need for tackled embodied carbon emissions, recognising
the continuing work being done to address our emissions increasing over last year.
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Implications for the Company’s strategy and finances

Climate change and decarbonisation considerations are among the many factors that influence our
strategic and financial planning. Specifically, physical climate risks inform the functional plans (e.g.
our 25-year water resources and drainage and wastewater management plans) underpinning our
business plans that set out the investment we will undertake to maintain or enhance the services we
provide. These investments are dominated by regulatory requirements. Costed plans for
decarbonisation are part of our 2024 business plan submission. There are market or fiscal drivers
behind some of the investment required; but where these are absent (e.g. nitrous oxide emissions),
justification for the necessary expenditure must be based on the extent of the environmental impact.

We are increasingly looking at whole life carbon impacts, with an additional focus on the embodied
carbon of capital projects and consumables. This is already part of our annual reporting and also
featured in our 2024 business plan and future investment appraisal. It is clear, however, that a large
investment programme to improve river quality will have a significant carbon footprint if it is
dominated by conventional solutions such as storm tanks.

The most significant climate-related financial impacts are likely to result from disruption caused by
extreme weather events. In the short term these can take various forms, for example:

. heatwaves that increase water demand: necessary use of water sources with the highest
unit costs of treatment, plus additional pumping costs.

. extreme rainfall: costs associated with responding to localised site flooding, additional
water treatment at sources affected by runoff and leaching, and additional pumping in
the sewerage network.

We estimate the extreme rainfall in 2023-24 added circa £3-4m to our operating costs during the
year. In the longer term we expect the financial impact to grow in real terms, as extreme weather
events become more frequent, and pressure grows to maintain resilient services. We expect very
large associated investment i.e. £400m during 2025-30 to reduce storm overflow discharge
frequency and volume, and a range of supply and demand-side measures that will allow us to reduce
abstraction by 20% by 2050, with most of the reductions happening by 2035. In both cases the long-
term impacts of climate change are not the sole contributor, but are nonetheless part of our
modelling.

The financial effects of our planned decarbonisation work were factored into our 2024 business plan
submission. There will be a wide range of marginal abatement costs across the potential measures
to reduce greenhouse gas emissions. This reflects the maturity of the technologies involved, the
makeup of the supply chain, and the changing economics of the default, traditional approach.
Overall, our direction of travel is to internalise carbon costs, and we will prioritise options that are
impactful, best value on a whole life cost basis, or preferably both.

Dependencies upon unproven technologies

Our transition plans are based on a range of technologies. Many are readily available and operating
at scale — especially in relation to energy and transport. However, some options are still in
development, or not yet readily available in the UK utilities sector. These include:

. availability of low carbon versions of heavy goods vehicles required to carry/tow loads;

o robust cost-effective and scalable advanced thermal conversion of sewage sludge;

o ammonia recovery as way to reduce treatment energy while producing a hydrogen
carrying substance; and

o low carbon concrete and steels, where ‘grey’ solutions are required.
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3. Risk management

Identifying and Assessing Risk

We prioritise investment or other action to address risk of any nature according to the likelihood and
consequence of the hazard occurring, further information is provided on pages 97 to 114. For
climate-related risks, our thinking is also informed by the UK Climate Projections, the UK Climate
Risk Assessment, the findings of the IPCC and the National Adaptation Plan. We also use an
inventory of UK water sector-specific climate hazards for our wider climate risk assessments
presented in our climate change adaptation report.

The UK Climate Projections (UKCP18) provides the most up-to-date assessment of how the climate
of the UK may change over the 21st century. It provides data based on:

. different levels of probability;

. four emissions scenarios based on the representative concentration pathways (RCPs)
used by the Intergovernmental Panel on Climate Change (IPCC); and

o several overlapping time periods to cover the 215t century.

We use UKCP18 outcomes to inform the 25-year long-term delivery strategies (Water Resources
Management Plan and the Drainage and Wastewater Management Plan) as part of the 2024 price
review and provide the context for the proposed investment during an initial period of 2025-30. The
strategies refer to common reference scenarios for climate change, technology, demand, and
abstraction reductions with a benign (RCP2.6) and adverse (RCP 8.5) version of each, analogous
to the atmospheric concentration of greenhouse gases that would result from low and high emissions
globally.

UKCP18 outputs

The table and chart below summarise UKCP18 projections (between the low emissions RCP2.6
pathway and the high emissions RCP8.5 pathway) for changes to average rainfall and summer
temperature in our region, relative to a 1961-90 reference period.

50" percentile for probability
Summer (Jun-Aug) precipitation

Winter (Dec-Feb) precipitation

Summer average daily temperature
Least likely, more extreme outcomes
Summer precipitation

Winter precipitation

Summer average daily temperature

2030-59
-15% to -19%
+9% to +11%
+1.9to +2.2°C

-36% to -43%
+24% to +28%
+3.1 10 +3.6°C

2050-79
-19% to -30%
+11% to +18%
+2.1 to +3.6°C

-43% to -60%
+28% to +39%
+3.7 to +6.0°C

2070-99
-21% to -39%
+12% to +26%
+2.3t0 +5.4°C

-46% to -71%
+29% to +54%
+4.210 +8.7°C
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It is clear that across all scenarios and timescales, average summers will become drier and
warmer, and average winters will be milder and wetter.
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Future average rainfall: % change vs 1961-1990 reference period

Overlying these trends, during short term time horizons we expect a lot of variation from one year to
the next. Moreover, the resilience of our services is affected more by extreme weather events - such
as heatwaves, droughts, intense storm events and prolonged rainfall - than by changes to averages.
As background warming takes place, weather events previously considered extreme or unusual are
likely to occur more frequently. This is the most critical issue for our resilience and adaptability.

Our experience dealing with acute weather-related impacts helps us factor them into our planning
activities and company risk assessments. Notable examples include:

e summer 1995 - the driest summer since 1911 and the driest three-month period since
1938. Efforts to reduce leakage were stepped up following this event;

o the prolonged rainfall of summer 2007 that required widespread emergency response and
led to a fundamental national review of surface water management;

o the heavy rainfall of 2012, with the wettest summer since 1911, followed a year later by
the wettest three-month period since 1911 from December 2013 to February 2014;

¢ the 2018 ‘Beast from the East’ cold wave and the subsequent thaw which caused
widespread outbreaks of leaks and pipe bursts; and

e Heatwaves in 2021 and 2022, the second of which coincided with the driest January to
August period since 1976.

¢ The wettest 18 month sequence on record culminating in March 2024.

Further details can be found in pages 5-7 of our climate change adaptation report.

Climate-related risks will affect the reliability and quality of the services we provide to customers and
communities, and place greater stress on water environment. This in turn will likely lead to greater
pressure on our activities.

Principal Climate-related Risks
Water resources - quantity

Acute heatwaves lead to peaks in water demand which can challenge the throughput and capacity
of water treatment and distribution. Droughts reduce yields from groundwater and reservoirs; while
we have not had to impose restrictions since 1976 to maintain public water supplies, droughts lead
to pressure to reduce abstraction to protect the freshwater environment and alleviate low river flows.
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Detailed climate risk assessments are carried out for our Water Resources Management Plans, for
which climate change scenario are an integral part. We estimate the impact of changing rainfall,
evaporation and temperature patterns and the impact that these may have on river flows, reservoirs,
groundwater recharge and ultimately on deployable output; and impacts on water demand. Our most
recent water supply vulnerability assessment included the following conclusions:

e the impact of the median impact climate change scenario on deployable output was low
for both the dry year annual average and dry year critical period scenarios;

e the baseline impact of climate change in the 2080’s is estimated at -3.69 MI/d on average
(1% of base year deployable output) and +1.07 MI/d for the peak scenario (0.2% of base
year deployable output); and

o by 2045, the increase in overall consumption resulting from climate change amounts to
1.7 MI/d representing a small proportion of overall distribution input (c. 0.5%).

We are supporting research projects to improve our modelling of the relationship between weather
and demand. Such models may be driven with climate forecast changes to weather conditions in the
future, leading to revised predictions of climate change impacts on demand.

Water resources - quality

Extreme wet conditions can increase turbidity in water sources, while warm or dry conditions can
lead to reductions in quality due to biological activity. Our experience also shows that heavy rainfall
— both in prolonged episodes or short, sharp spells — can result in contaminants being washed into
reservoirs or groundwater sources. Past episodes have given rise to high levels of nitrates in relation
to extremely wet autumn and winter conditions.

Sewerage, sewage treatment and sludge

The highest risks for our wastewater activities relate to inundation of sewers during intense or
prolonged rainfall, with adverse impacts on customers and receiving watercourses. Others include
odour during warm weather; reduced dilution in receiving waters during drought leading to tighter
end-of-pipe standards at water recycling centres; and sedimentation in sewers, also due to drought.
Because of these risks, climate change impact assessments are increasingly used in wastewater
investment planning, such as the drainage and wastewater management plans. Overall, with a
changing climate and an increase in impermeable areas connected to the sewer system, we need
to make sure that our pipes have sufficient capacity to cope.

Climate change projections and assessments of risk involve recognised uncertainties, including:

o the future return period of unpredictable extreme weather events such as multi-season
droughts;

o future emissions, atmospheric greenhouse gases concentration, and the pace of climate
change;

o the specific influence of climate change for issues such as flooding and water demand
where there are many factors involved;

e the costs and benefits of adaptation options and the suitability of the measures we choose;
and

e the potential for new issues.

Further details can be found in appendix 5 of our climate change adaptation report.
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Transition Risks

While the UK transition to a low carbon economy presents several opportunities, there are some
evident risks in relation to energy use and our greenhouse gas emissions. Most of these risks are
expressing themselves in the short to medium term (i.e. under five years), shaped by current policy
and economic factors, although we expect them to persist and intensify in the longer term.

Energy use

Since the late 1990s our electricity use increased by 40% due to higher effluent quality standards
(which often require energy intensive treatment such as mechanical aeration and ultraviolet
disinfection), and the need for a more resilient water supply network. Concerted energy efficiency
work has been necessary to prevent even higher energy use. Our electricity consumption is also
extremely sensitive to the weather. High rainfall increases the volume of sewage moving through
our sewerage network, and heatwaves increase public water demand and the energy required for
treating and pumping water. With the backdrop of this and higher energy prices, the economic and
financial rationale for self-generation is more compelling. Renewable energy use from our own
appointed business source in 2023-24 amounted to 17 gigawatt hours of electricity and 104 gigawatt
hours of biomethane, providing financial benefits in terms of sold energy and reduced energy
purchase, as well as the subsidies that are offered.

Regulatory

Through a performance commitment agreed with Ofwat, we pay customers £19,500 for every
kilotonne of carbon dioxide equivalent emissions if we exceed our annual target. Carbon footprint
reporting is also required for our Annual Report to Ofwat; for Streamlined Energy and Carbon
Reporting and as part of the UK Emissions Trading Scheme. Our annual reporting to Ofwat extend
to embodied carbon emissions in 2022-23. From 2025 there will be a common greenhouse gas
emissions performance commitment for water companies in England and Wales, with an expanded
list of items being included (affecting scope 3 in particular) and a fixed emission factor for scope 2.

Market/investor pressures

We are seeing more interest in our carbon footprint, than has been the case historically, from
institutional investors, fund managers and ratings agencies. In response we provide disclosures via
the Carbon Disclosure Project, and information to our parent company, YTL Power, to meet the
listing requirements of Bursa Malaysia.

Customers and other stakeholders

The DESNZ public attitudes tracker shows that concern about climate change has risen steadily
over the last ten years. In the most recent survey (winter 2023-24), 81% of people said they are
concerned about climate change, with 43% saying they are “very concerned”. Its summer survey
showed that 21% of respondents expect the UK’s transition to a low carbon economy will have a
positive impact in 1-2 years, and 52% think it will have a positive impact in 10 years or more.
Alongside, a survey conducted in autumn 2021 by Business in the Community and YouGov (The
Right Climate For Business: leading a just transition), 72% of respondents said it is important that
the businesses they buy from take climate action. We believe that there will be growing expectation
that we reduce our carbon footprint and increase our resilience to climate risks, alongside other
areas of environmental delivery.

Quantification of emissions

Our quantification of emissions is aligned to UK water sector practice, which continues to evolve.
While the process is relatively mature there remain some important challenges, which are explained
in 4. Metrics and Targets.
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Typically, the climate-related risks that we have identified are convergent with our core services and
activities and their associated KPIs. Also, climate change acts as a threat multiplier, rather than an
entirely free-standing set of risks.

The table provides a summary of control measures and actions to manage climate-related physical
risks. The risks selected here are those profiled in the 2022 UK Climate Change Risk Assessment
that we consider have the most bearing on our activities.

Our Controls (examples)

UKCCRA 2022 - PRIORITY RISK AREAS

Risks to the viability and
diversity of terrestrial and
freshwater habitats and
species from multiple hazards.

Risks to people and the
economy from climate-related
failure of the power system

Drought planning
Long term water resource planning

Dialogue with regulators on abstraction
and river water quality

Following Cabinet Office good practice
guidance for integrated emergency
management

Emergency Tactical Planning Group
Incident management procedures
Involvement in Local resilience forums
Back-up generators

UKCCRA 2022 - MORE ACTION NEEDED

I1 Risks to infrastructure
networks (water, energy,
transport, ICT) from cascading
failures

12 Risks to infrastructure
services from river, surface
water and groundwater
flooding

H3a Risks to people,
communities and buildings
from river and surface flooding

B1 Risks to business sites
from flooding

I8 Risks to public water
supplies from reduced water
availability

H3b Risks to people,
communities and buildings
from coastal flooding

B2 Risks to business locations
and infrastructure from coastal
change from erosion, flooding
and extreme weather events

Following Cabinet Office good practice
guidance for integrated emergency
management

Emergency Tactical Planning Group
Incident management procedures
Involvement in Local resilience forums
Back-up generators

Adapting maintenance plans

Water supplies: ability to rezone; blend
water sources; move water via our
integrated grid

Response and recovery plans

Site flood risk assessments;
designation of sites needing
defences/alterations

Monitoring of vulnerability of sites and
assets

Long term water resource planning
Drought planning

Dialogue with regulators on abstraction
Network monitoring, leakage detection

Intra-regional water movements via the
integrated supply grid

Adapting maintenance plans

Water supplies: ability to rezone; blend
water sources; move water via our
integrated grid

Response and recovery plans

Site flood risk assessments;
designation of sites needing
defences/alterations

Monitoring of vulnerability of sites and
assets

Assessed as low likelihood for our sites

Our Actions (examples)

Abstraction reduction at sensitive
sites

Integrated supply grid to allow
transfers within the region
Enhanced treatment at Water
Recycling Centres

Continued review of business
continuity arrangements

Emergency planning; emergency
simulation exercises

Continued review of business
continuity arrangements

Emergency planning; emergency
simulation exercises

Water supplies: rezoning; blending;
transfers via our integrated grid

Investments in bunding, flap valves,
alarms and drainage improvements at
high-risk sites

Moving electrical equipment above
flood levels

Publication of plans, following
detailed analysis of risk and
stakeholder engagement

Promotion of water efficiency
Replacement of older water mains
Completion of integrated supply grid

Water supplies: rezoning; blending;
transfers via our integrated grid
Investments in bunding, flap valves,
alarms and drainage improvements at
high-risk sites

Moving electrical equipment above
flood levels
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UKCCRA 2022 - FURTHER INVESTIGATION

I3 Risks to infrastructure °

services from coastal flooding
and erosion

|4 Risks to bridges and
pipelines from flooding and
erosion

I7 Risks to subterranean and
surface infrastructure from
subsidence

H10a Risks to health from
water quality

B3 Risks to businesses from
water scarcity

See H3b and B2

Water supply rezoning

Proactive network monitoring
inspections
Reactive responses

Continuous monitoring of water
supplied from our sources

Source to tap risk assessments; water
safety plans

Investment in infrastructure and
systems to limit the number of
customers reliant on a single source

Long term water resource planning
Drought planning

Networks management to maintain
resilience

Dialogue with regulators on abstraction

Climate-related Financial Disclosures

e See H3b and B2

e Watching brief

e Reactive maintenance in the event of

sewer collapses

e Rezoning in the event of failing

samples

e Catchment management to protect

drinking water sources
Blending water supplies

Additional treatment where necessary
to keep risk to a satisfactory level

e Publication of plans, following

detailed analysis of risk and
stakeholder engagement

e Promotion of water efficiency

Additionally, the following items of relevance featured in UKCCRA 2017, but not UKCCRA 2022:

. [ ]
Risks of sewer and surface

water flooding due to heavy
rainfall

Drainage and wastewater management
plans

o Infiltration reduction plans

Modelling sewer catchments
Topographic mapping; rainfall
modelling.

e Monitoring networks and overflows
o Work with lead local flood authorities on

Potential benefits to water,
transport, digital and energy
infrastructure from reduced
frequency of extreme cold d
events

surface water management

Promoting sustainable drainage
methods

Property level protection

o [evels of benefit not assessed

Extreme weather business continuity
arrangements

Response to future cold wave events
informed by learning points from the
2018 ‘Beast from the East’

Managing our greenhouse gas emissions

e Sewer sealing to reduce groundwater
infiltration

e Sewer maintenance e.g. jetting

e Improvements at individual storm
overflows (SOs)

e Behavioural engagement to reduce
sewer blockages

e Sewer separation where possible and
effective

o No action linked to reduced frequency

We use various methods for managing our greenhouse gas emissions, summarised below but
detailed on pages 7-8 of our net zero carbon route map.

e Avoiding emissions — our preferred option to reduce our emissions by looking at catchment
based and natural-based solutions and reducing volumes of water and sewage
e Optimisation — through transport and energy efficiency and through process emission

savings

e Renewable energy - by generating energy from waste and using other renewable solutions
including partnerships with third parties for energy generation
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Looking ahead, decarbonisation of the UK electric grid and of road vehicles by 2030 will reduce our

emissions but these would be insufficient for reaching net zero emissions. We will need to pursue a
wide range of opportunities for cutting carbon that will require additional effort and investment
(especially during 2025-30). These will include some readily available options, using established
methods and known technologies, which have a favourable balance of costs and carbon reduction
benefits. Beyond these are more innovative options involving emerging science and technology; it
is likely that these will need to play a part if we are to achieve a net zero carbon position.

Integration of climate-related risks into the Company’s resilience

Our resilience action plan (approved by the Audit and Risk Committee) aligns with Ofwat’s concept
of ‘Resilience in the Round’ and considers the resilience of our operational, corporate, and financial
systems. Our resilience approach will allow us to focus our effort on the areas where improvement
is needed to maintain or strengthen our resilience.

We conduct horizon scanning to identify emerging shocks and stresses; climate change is one of
the ten stresses identified in our resilience action plan and is linked to some of the shocks such as
power failure, extreme weather, and flooding. We manage risk at strategic, tactical, and operational
levels, each of which involves resilience assessments. Climate change scenarios and extreme
weather events contribute to these, such as the analyses underlying our Water Resource
Management Plan and Drainage and Wastewater Management Plan.

We use a hierarchy of interventions to systematically encourage the development of mitigations
which are appraised using a capitals-based service measures framework. We have developed this
framework to capture and understand the risk to service and value of investing to our customers,
environment, and operations. In this way we aim to ensure that our investment decisions can deliver
against our Performance Commitments and resilience metrics.

4. Metrics and targets
Climate related metrics

Our climate related performance commitments and key performance indicators relate to our strategic
objectives as set out in our strategic direction, which in turn are related to customers’ priorities, and
statutory objectives for the environment and social provision as transposed into regulation.

We published our net zero carbon route map in Summer 2021 setting out options for achieving net
zero operational emissions, monitored by our operational carbon reporting. Our emission trajectory
has been downwards in that last ten years; however, much of this has been due to decarbonisation
of UK grid electricity, as well as our own efforts. Consequently, we are looking closely at other
solutions and techniques, e.g., nitrous oxide from sewage treatment. Further decarbonisation of our
activities will need to align with other environmental priorities to promote sustainable land use,
protect biodiversity and the water environment, improve resource efficiency, and reduce air pollution.
This in turn will benefit our customers and the communities we serve.

Performance commitments are agreed with our regulators and reported against annually in our
annual performance review. The main climate-related metrics include the following:
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Water supply Wastewater
o  Compliance with abstraction licences . Properties at risk of sewer flooding
¢  Water supply restrictions o Sewer flood risk score
e  Water supply interruptions o Internal flooding per 10,000 connected
e Avoided water use from water efficiency properties
measures o External flooding per 10,000 connected
¢  Water quality compliance; Events Risk properties
Index; water quality customer contacts . Sewer collapses per 1,000km
e Leaks repaired within 24 hours

Cross cutting
e  Operational greenhouse gas emissions

Targeted improvement for most of these is mainly driven by other environmental and social factors
e.g., customer experience, river ecology — but our assumption is that success in managing each
contributes to our resilience in the face of climate change.

Performance against these and other performance commitments are focused on environmental and
social delivery and do contribute to performance related pay and bonus arrangements, monitored by
the Remuneration Committee.

Greenhouse gas (GHG) emissions

We use a well-established process for reporting greenhouse gas emissions, being the UK water
sector’s carbon accounting workbook commissioned by UK Water Industry Research (UKWIR). The
workbook is updated annually with emission factors issued by the government and periodic updates
of sector-specific emission factors from other sources such as research and industry databases. It
is aligned with the Greenhouse Gas Protocol and with substantive updates has included more scope
3 items.

Data challenges

We are confident in the level of emissions related to energy and transport. However, emissions of
methane and nitrous oxide (within scope 1) are much less certain, as they are estimated by water
companies in the absence of direct measurement methods. Work is underway nationally to better
quantify methane and nitrous oxide, and initial findings suggest that historically they have been
under-estimated. Looking ahead, it is probable that the emission factor for nitrous oxide emitted
from every kilogramme of nitrogen in the sewage that we receive, will be revised upwards. A
literature review carried out in 2020 for UK Water Industry Research, and the base assumptions
used by the Intergovernmental Panel on Climate Change, suggest that a more accurate estimate of
nitrous oxide emissions overall could be four times higher than currently reported. Monitoring work
underway by UK water and sewerage companies is providing more accurate estimates of nitrous
oxide emissions at water recycling centres; future revisions to emissions factors for different types
of treatment process will result in the need to revise our own historical and forecast carbon footprint.

Emissions associated with construction materials and products and services that we consume via
our supply chain are uncertain. We are working to gain a better high-level understanding of these
scope 3 emissions, acknowledging that the calculations involved often carry many assumptions and
estimates. For example, the carbon footprint of one tonne of steel or cement can vary substantially
depending on the types of energy used at the point of manufacture, and the distances involved in
the supply chain.
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Reporting: our performance commitment

A customised methodology was agreed with Ofwat in 2019 for calculating performance in relation to
our bespoke performance commitment during 2020-25. This includes a fixed set of items within
scopes 1-3, a predetermined profile for grid electricity emission factors, and the use of the 2019
edition of UKWIR carbon accounting workbook throughout the period. The financial year 2024-25
will be the final year that we report using this method.

Reporting: other disclosures

Emissions for 2023-24 are shown on page 135, conforming with Ofwat’s Annual Performance Report
framework that applies to all the companies that they regulate. This account also integrates
disclosures that fulfil the requirements of the Streamlined Energy and Carbon Reporting framework.
This produces a different figure to that of our bespoke performance commitment, as a greater
number of scope 3 categories are included.

All the emissions shown use location-based reporting and represent an April to March year as this
is consistent with the Company’s regulatory performance reporting.

The company does not yet purchase certified renewable electricity from grid suppliers, and therefore
we are not yet providing market-based data in this report. We will continue to review this option at
future buying rounds.

Our emissions during 2023-24 increased by 10,789 tonnes compared with 2022-23. While multiple
factors have to be taken into account, certain aspects had a notable influence. In particular:

e Electricity consumption increased due to the unusually wet conditions which increases power
use in our wastewater activities. Although the carbon intensity of grid electricity fell, the net
effect was that our grid electricity emission increased by 2.6kt CO2e.

¢ natural gas consumption increased by 1 GWh;

e raw sludge volumes increased by 7 kt dry solids;

e diesel use increased by 0.7 million litres, mainly at wastewater and sludge sites;

e transport emissions increased by 533 tCO2e.

We are seeing the growth of scope 3 in accounting terms, as items have been added to our
regulatory reporting as per the previous table. This acts as an upward pressure on our baseline
position. Moreover, it should also be noted that the inventory of items reported here is longer than
those included in our 2030 target (as detailed in section 2).

Assurance

Assurance of our reported data is provided by our technical auditor, Mott MacDonald, as part of the
assurance process for our annual performance review and regulated performance commitments.
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Year to Year to

Greenhouse gas emissions (tonnes CO; equivalent) March 2024 March 2023

OPERATIONAL EMISSIONS

Scope one’ 61,415 57,724
Burning of fossil fuels (location-based) 15,076 13,067
Process and fugitive emissions 34,755 33,607
Company vehicles 11,584 11,050
Scope two

Purchased electricity (location-based) 50,222 44,066
Scope three? 47,070 43,152
Business travel 1,059 838
Outsourced activities 8,561 7,402
glz:ﬁgiiiﬂ electricity: extraction, production, transmission & 12,094 15,534
dPIL;:(r:Irt;ifli(rd] fuels: extraction, production, transmission and 5,621 5859
Treatment chemicals? 10,578 5,116
Reuse of biosolids on third party land 9,158 8,403
Gross operational emissions 158,707 144,942
Subtractions: exported renewable electricity - -
Net operational emissions 158,707 144,942
Water supply emissions per Ml of treated water* 0.273 0.239
Wastewater emissions per Ml of wastewater treated* 0.302 0.343
CAPITAL EMISSIONS

Capital projects (cradle-to-build)3 72,149 47,636

" The items included in our operational emissions reported below were expanded in 2022-23. This is a result of Ofwat
increasing the number of scope 1 items to be included in regulatory reporting within the annual performance report, with
the following being added: well-to-tank factors for electricity generation, electricity transmission and distribution, and
purchased fuels; treatment chemicals; and re-use of biosolids on third party land.

2 A scope 3 capital carbon figure was included for whole life carbon estimates for our PR24 business plan submission.

3 The 2022-23 figure for treatment chemicals and capital projects have been corrected. The former correction has resulted
in a correction of the 2022-23 gross and net operational emissions figures also.

4 We report two intensity metrics, dividing the emissions associated with water supply and wastewater activities by water
put into the supply network and received via sewerage respectively. Both have been trending downwards over time, but
the wastewater intensity metric is highly weather dependent; i.e. a higher volume of rainfall received results in a lower
figure for emissions per megalitre.
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Overall energy consumption (as per SECR requirements)

Year to March 2024 Year to March 2023 unit
Global Global
UK& offshore = (excl. UK & UK& offshore = (excl. UK & kWh
offshore) offshore)
Energy consumption
used to calculate 392,732,377 342,242,883 -
emissions
Targets

In 2019 we announced our aim to achieve net zero operational emissions by 2030 and net zero total
emissions by 2040. This applies to Wessex Water Services Limited and the emissions associated
with its appointed activities.

The 2030 aim is based on the items within scope in 2019:

e Scope 1: burning of fossil fuels; process emissions; company vehicles

e Scope 2: purchased electricity (generation)

e Scope 3: purchased electricity (transmission & distribution); business travel; outsourced
activities.

Our 2030 aim is not a science-based target, but we consider it to be aligned with the principles of
the Paris Agreement and the United Nations Convention on Climate Change 1.5°C pathway. Our
targets and planning are also contextualised by the UK’s 2050 net zero aims and successive national
carbon budgets.

We have not undertaken any carbon offsetting to date and buying carbon offsets would be a last
resort, although we cannot entirely discount this approach. Even with full pursuit of the options
available to us, we are likely to have residual emissions in 2030 — especially related to nitrous oxide
and methane emitted from sewage and sludge treatment. This is true under all forms of carbon
accounting, whether corporate carbon accounting with items being added to scope 3 reporting, or a
fixed-in-time reporting as per the initial commitment made in 2019 as part of the Public Interest
Commitment. If offsetting were unavoidable we would favour schemes that offer benefits for
biodiversity and local communities as well as carbon reduction, such as nature-based projects in our
region, or more innovative approaches such as coastal wetland creation or restoration, or storage in
marine vegetation such as sea grass. We will engage with our customers and other stakeholders on
the topic of carbon offsetting to understand their viewpoints.
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Directors’ report

The Directors have pleasure in presenting their report and the audited financial statements
(subsequently referred to as accounts) for the year to 30 June 2024.

The Directors consider the annual report taken as a whole, to be fair, balanced and understandable
and it provides the information necessary for shareholders to assess the Company’s position and
performance, business model and strategy.

In reaching decisions the Board, individually and collectively, takes account of the requirements of
s.172 of Companies Act 2006 and the impact of decisions on the Company’s stakeholders.

Principal activities

The main activities of the Company are the supply of water and the treatment and disposal of waste
water.

Results

The trading results for the year ended 30 June 2024 and the Company's financial position at that
period end are shown in the attached financial statements. The Company has generated revenue of
£598.8m during the year (2023: £541.8m) resulting in a loss before taxation of £25.1m (2023: Loss
of £35.4m). For further detail on the results for the year see page 36.

The Directors consider the trading performance for the year to be adequate and they are confident
of the future prospects of the Company.

Going concern

An overview of the business activities of Wessex Water Services Limited is given in the Strategic
Report on pages 2 to 52. A review of the principal risks that the company faces is given in the risk
management section on pages 97 to 114. The debt facilities available at the year end date, amounts
outstanding and the maturity profile of this debt are shown in note 18.

The Company meets its day-to-day working capital requirements and medium and long term funding
requirements through the cash and short term deposits described in note 17 and the facilities
described in note 18. Prior to the year end date the Company secured a £300m loan facility for 12
months with an option for the company to extend the loan for a further 6 months and the undrawn
revolving credit facilities referenced in note 18 were increased to £300m with a maturity date of June
2027, both reflecting the Company’s ability to secure finance. Under some of the facilities the
Company is required to comply with an interest cover and gearing covenant tested quarterly and the
covenants remain the same in the new facilities.

The Directors have considered the financial position of the Company and cash flow forecasts for the
period from the date of approval of these Financial Statements through 31 December 2025 (the
going concern review period) and have concluded they will be able to meet their liabilities as they
fall due and comply with the covenants for the going concern review period. In coming to this
conclusion, the directors have evaluated the impact of the ‘cost of living’ crisis on revenues and debt
collectability, the repayment of loans maturing in the going concern review period and the required
future financing requirements of the company and Ofwat’'s announcement of the PR24 draft
determination and the company’s subsequent re-submission in August 2024, which is available on
the Company’s website at https://corporate.wessexwater.co.uk/our-future/business-plan-2025-
2030/updates-to-our-business-plan-2025-30.
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The Directors have noted there is further debt falling due for repayment within the going concern
period, in particular £560m of European Investment Bank loan due in May 2025 and the new loan
facility referred to above that, if extended, will mature at the end of December 2025. The Directors
have considered the consistently strong operating performance, market experience for the company
and other water companies, the current leverage and credit rating of the bonds and a successful
history of issuing bonds and raising debt over the past 20 years, most recently the bond issued in
November 2023 and the new loan facilities obtained as noted above.

Based on this consideration, as well as the time period available to raise the required funding, the
Directors are satisfied that the issuance of debt included within the forecasts for the going concern
period to repay the new facility and finance the capital programme over the period is achievable. In
order to facilitate the future issuance of bonds the Company established a £5bn Euro medium-term
note programme on 6 September 2023. The first issuance under the programme having taken place
in November 2023. The programme has since been renewed on 6 September 2024.

On the assumption that the required funding described above will be successfully raised by the
company for the reasons noted above, the Directors have considered a severe but plausible
downside scenario, to assess the impact on covenant compliance through the going concern review
period. This includes considering the impact of adverse macroeconomic factors including sustained
lower inflation combined with lower consumption and operational events such as asset and customer
service failures leading to regulatory enforcement. In addition, we have considered regulatory
impacts such as the ongoing Ofwat price and tariff review, i.e. PR24, covering the period from April
2025 to March 2030. In situations requiring mitigations to be deployed, the Company could reduce
discretionary expenditure, defer capital expenditure and/or cancel non-essential capital expenditure,
reduce the amount of dividend payable and raise additional finance.

Accordingly, after considering the forecasts, appropriate sensitivities, available facilities and the
ability to raise additional debt, the Directors have a reasonable expectation that the Company has
adequate resources to continue in operational existence and to comply with its financial covenants
for the going concern review period through to 31 December 2025; therefore, the Directors continue
to adopt the going concern basis in preparing the Financial Statements.

Environment, social purpose and governance

Wessex Water Services Ltd has a vision that guides our progress towards being a responsible and
sustainable water company, ensuring that our activities meet the demands of our environmental,
social and governance stakeholders and responsibilities now and in the future.

Ethical policy

We are determined to maintain our reputation as a Company that observes the highest standards of
personal and corporate integrity by adhering to a strict code of business ethics. We aim to be the
best and value everyone's contribution in our pursuit of excellence.

We are honest in the way we conduct our business. We treat one another, our customers and the
environment with respect.
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Our people

It takes great people and great teamwork to provide water and sewerage services to nearly
three million customers, 24 hours a day, seven days a week. That is why we encourage and
reward our employees for their contribution to achieving our aims. We seek their ideas and put
them into practice, celebrate success at our annual awards and encourage them to ‘Go the
Extra Mile’ with our GEM scheme. In addition, our People Programme is a dedicated
programme of initiatives to address current and future strategic people priorities in areas
including resourcing, talent management, reward and recognition, future working, diversity, and
employee wellbeing.

Our apprenticeship strategy is proving successful for both the Company and the local
community, offering secure employment opportunities across our region.

Employment

Wessex Water Services Limited is an equal opportunities employer. No person or group of
persons applying for a job with the Company is treated less favourably than any other person
or groups of persons because of their gender, race, class, colour, nationality, ethnic origin,
marital status, sexual orientation, age, trade union membership or activity, religious belief or
physical or mental disability.

Selection procedures and criteria ensure that individuals are selected and promoted based on
their relevant merits and abilities. These procedures are monitored and regularly reviewed.

Where necessary, the Company provides staff with ongoing professional development to
enable them to compete or qualify for positions, or to progress, within the Company.

Streamlined energy and carbon reporting

Our greenhouse gas reporting uses a very well-established process, being the UK water sector’s
carbon accounting workbook commissioned by UK Water Industry Research (UKWIR). The
workbook is updated annually with emission factors issued by the government and has had periodic
updates of sector-specific emission factors from other sources such as research and industry
databases.

Emissions for 2023-24 are shown on page 135. All the emissions shown use location-based
reporting and represent an April to March year as this is consistent with the Company’s regulatory
performance reporting.

The Modern Slavery Act 2015

Wessex Water is committed to meeting the aims of the Modern Slavery Act 2015. We strongly
oppose slavery and human trafficking in our supply chains and in any part of our business. To
be trusted to do the right thing is one of our core values. We would never knowingly engage
with suppliers or contractors involved in slavery or human trafficking and our processes are
designed to actively identify potential slavery risks. In accordance with the requirements of the
Act we have published on our website a slavery and human trafficking statement.

Environment policy

The Company protects conserves and improves the environment and operates in a socially
responsible manner. This is important to our colleagues, customers, and shareholder. Working
practices are continually revised as improved techniques and technologies become available.
The environment policy is reviewed annually.
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Research and development

The Company carried out research and development in support of existing activities to improve
the reliability and effectiveness of water and waste water services.

Market value of land and buildings

In the opinion of the Directors, the market value of land and buildings of the Company exceeds
the book value of these assets at 30 June 2024.

Suppliers

We need to maintain relationships with suppliers who meet our high standards and demonstrate
that they operate in accordance with recognised standards that uphold human rights and safety,
prohibit modern slavery, and promote sustainable sourcing.

The payment policy in respect of suppliers is to agree the payment terms for transactions in
advance and to make payments in accordance with those terms. At 30 June 2024, trade
creditors represented approximately 22 days trade purchases (2023: 21 days).

The Company does not follow any specific external code or standard on payment policy.
Community and charitable donations

We aspire to be responsible members of our community as it reflects our aim of doing the right
thing. It is also important to colleagues, customers, and our shareholder.

During the year £726,584 was donated to UK charities (2023: £903,304) of which £264,012
(2023: £383,165) was donated to local debt advice agencies to help provide debt and financial
advice to customers in our area who are struggling to pay their water bills.

Disclosure of information to auditor

The Directors who held office at the date of approval of this Directors’ Report confirm that, so
far as they are each aware, there is no relevant audit information of which the Company’s auditor
is unaware; and each Director has taken all the steps that ought to have been taken as a
Director to make themselves aware of any relevant audit information and to establish that the
Company'’s auditor is aware of that information.

Auditor

Following a resolution of the Board Ernst & Young LLP were re-appointed as the auditor of the
Company for the current financial year.

By order of the Board

Colin Skellett — Director
Claverton Down

Bath

BA2 7WW

20 September 2024
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Statement of Directors’ responsibilities

The Directors are responsible for preparing the Annual Report and the statutory financial
statements (subsequently referred to as accounts) in accordance with applicable United
Kingdom law and regulations.

Company law requires the directors to prepare financial statements for each financial year.
Under that law the Directors have elected to prepare the Company’s financial statements in
accordance with UK adopted international accounting standards.

Under company law the directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the Company and of the profit
or loss for that period.

In preparing these financial statements the Directors are required to:

. select suitable accounting policies in accordance with IAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors and then apply them consistently;

. make judgements and accounting estimates that are reasonable and prudent;

. present information, including accounting policies, in a manner that provides relevant,

reliable, comparable and understandable information;

. provide additional disclosures when compliance with the specific requirements in IFRSs
is insufficient to enable users to understand the impact of particular transactions, other
events and conditions on the Company’s financial position and financial performance;

. in respect of the company’s financial statements, state whether UK adopted international
accounting standards have been followed, subject to any material departures disclosed
and explained in the financial statements; and

. prepare the financial statements on the going concern basis unless it is appropriate to
presume that the Company will not continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to
show and explain the Company’s transactions and disclose with reasonable accuracy at any
time the financial position of the Company and enable them to ensure that the Company
financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Under applicable law and regulations, the directors are also responsible for preparing a strategic
report and Directors’ report, that comply with that law and those regulations. The Directors are
responsible for the maintenance and integrity of the corporate and financial information included
on the Company’s website.

Wessex Water Services Ltd 141



Statement of Directors’ Responsibilities

Directors’ responsibility statement

The Directors confirm, to the best of their knowledge:

that the financial statements, prepared in accordance with UK adopted international
accounting standards give a true and fair view of the assets, liabilities, financial position
and profit for the Company;

that the annual report, including the strategic report, includes a fair review of the
development and performance of the business and the position of the Company together
with a description of the principal risks and uncertainties that they face; and

that they consider the annual report, taken as a whole, is fair, balanced, and
understandable and provides the information necessary for shareholders to assess the
Company’s position, performance, business model and strategy.
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Statutory financial statements

Income Statement
For the year ended 30 June 2024

Revenue

Charge for bad and doubtful debts
Other operating costs

Total operating costs

Other Income

Operating profit

Financial income
Financial expenses

Net financing expense

Loss before tax
Taxation

Loss for the year

Note

3,4

2024 2023
£m £m
598.8 541.8
(18.7) (12.6)
(432.9) (416.8)
(451.6) (429.4)
4.5 5.0
151.7 117.4
6.3 5.0
(183.1) (157.8)
(176.8) (152.8)
(25.1) (35.4)
9.0 9.7
(16.1) (25.7)

As there are no non-controlling interests, the loss for the year is wholly attributable to the owners of

the parent company.
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Statement of Other Comprehensive Income
For the year ended 30 June 2024

Note 2024 2023
£m £m

Loss for the year (16.1) (25.7)
Other comprehensive profit/(loss)
Items that will not be reclassified to profit or loss:
Remeasurements of defined benefit liability 20 (6.4) (61.3)
Income tax on items that will not be reclassified to profit or loss 9 1.6 154
Other comprehensive profit/(loss) for the year, net of (4.8) (45.9)
income tax ) '
Total comprehensive loss for the year (20.9) (71.6)

As there are no non-controlling interests, the comprehensive loss for the year is wholly
attributable to the owners of the company.
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Statement of Financial Position

At 30 June 2024
Note 2024 2023
£m £m
Non-current assets
Property, plant and equipment 11,12 4,488.0 4,181.6
Intangible assets 13 45.2 51.2
Investments in subsidiaries 14 - -
Retirement benefit surplus 20 5.9 11.6
4,539.1 4,244 4
Current assets
Inventories 15 7.3 6.8
Trade & other receivables 16 233.8 212.9
Corporation tax receivable 16 0.6 8.3
Other financial assets 17 - 45.0
Cash and cash equivalents 17 - 126.7
241.7 399.7
Total assets 4,780.8 4,644 1
Current liabilities
Bank overdraft 18 (4.3) -
Other interest-bearing loans and borrowings 18 (66.8) (256.9)
Trade & other payables 19 (261.4) (217.7)
Provisions 22 (1.4) (1.2)
(333.9) (475.8)
Non-current liabilities
Other interest-bearing loans and borrowings 18 (3,017.9) (2,648.8)
Contract liabilities 19 (5.7) (5.9)
Retirement benefit deficit 20 (0.7) (0.7)
Deferred grants and contributions 21 (324.0) (316.3)
Deferred tax liabilities 23 (577.0) (587.6)
(3,9256.3)  (3,559.3)
Total liabilities (4,259.2) (4,035.1)
Net assets 521.6 609.0
Equity
Share capital 24 - -
Retained earnings 521.6 609.0
Total equity 521.6 609.0

The notes on pages 148 to 193 form an integral part of these financial statements.
These financial statements were approved by the Board of Directors on 20 September 2024

and were/signedgn its behalf by:

C}_, ,,,,,,,, o

Colin Skellett, Director
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Statement of Changes in Equity
For the year ended 30 June 2024

Share Retained Total
Note . . X
capital earnings equity
£m £m £m
Balance at 1 July 2022 - 7471 747 1
Total comprehensive loss for the year
Loss for the year - (25.7) (25.7)
Other comprehensive loss - (45.9) (45.9)
Total comprehensive loss for the year - (71.6) (71.6)
Transactions with owners, recorded directly in
equity
Dividends 10 - (66.5) (66.5)
Total contributions by and distributions to owners ) (66.5) (66.5)
Balance at 30 June 2023 - 609.0 609.0
Balance at 1 July 2023 - 609.0 609.0
Total comprehensive loss for the year
Loss for the year - (16.1) (16.1)
Other comprehensive loss - (4.8) (4.8)
Total comprehensive loss for the year - (20.9) (20.9)
Transactions with owners, recorded directly in
equity
Dividends 10 - (66.5) (66.5)
Total contributions by and distributions to owners . (66.5) (66.5)
Balance at 30 June 2024 - 521.6 521.6

As explained in Note 24, on 27 November 2023 the company converted all non-distributable
reserves to distributable reserves by means of a bonus share issue and capital reduction (non-
distributable reserves in 2023 were £478.6m).
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Statement of Cash Flows
For the year ended 30 June 2024

Cash flows from operating activities

Loss for the year

Adjustments for:

Depreciation and amortisation

(Gain) on disposal of property, plant and equipment
Impairment of intangible assets

Financial income

Financial expense

Taxation

(Increase) in trade and other receivables
(Increase) in inventories

Increase in trade and other payables
(Decrease) in provisions and employee benefits

Tax received
Net cash from operating activities

Cash flows from investing activities

Proceeds from sale of property, plant and equipment

Interest received

Acquisition of property, plant and equipment

Acquisition of intangible assets

Purchase of financial instruments

Proceeds from sale of financial instruments

Proceeds from infrastructure charges and capital contributions

Net cash from investing activities

Cash flows from financing activities
Proceeds from new borrowings

Interest paid

Repayment of borrowings

Payment of principal portion of lease liabilities
Dividends paid

Net cash from financing activities

(Decrease)/increase in cash and cash equivalents
Cash and cash equivalents at 1 July

Cash and cash equivalents at 30 June

Note 2024 2023
£m £m
(16.1) (25.7)
123.5 136.2
(1.4) (1.7)
4.2 -
(6.3) (5.0)
183.1 157.8
(9.0) (9.7)
278.0 251.9
(22.4) (16.6)
(0.5) (1.6)
43.9 34.3

- (37.5)

21.0 (21.4)
7.6 11.9
306.6 242 .4
2.0 25

6.5 3.5
(415.4) (279.8)
(7.1) (10.3)

- (45.0)

46.3 -
6.1 5.0
(361.6) (324.1)
393.2 522.0
(100.6) (74.6)
(301.6) (161.0)
(0.5) (0.6)
(66.5) (66.5)
(76.0) 219.3
(131.0) 137.6
126.7 (10.9)
17 (4.3) 126.7
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Notes to the financial statements
1. Accounting policies
1.1 Basis of preparation

Wessex Water Services Limited (the ‘Company’) is a private company incorporated, domiciled and
registered in England in the UK. The registered number is 2366648 and the registered address is
Wessex Water Operations Centre, Claverton Down, Bath, BA2 7WW.

The Company financial statements have been prepared and approved by the Directors in
accordance with UK adopted international accounting standards. These financial statements present
information for the company only as a single entity.

The accounting policies set out below have, unless otherwise stated, been applied consistently to
all periods presented in these financial statements.

Judgements made by the Directors, in the application of these accounting policies, that have
significant effect on the financial statements and estimates with a significant risk of material
adjustment in the next year are discussed in note 32.

These financial statements present information for the company only as a single entity.

1.2 Measurement convention

The financial statements are prepared on a cost basis and presented in pounds sterling which is the
company’s functional and presentational currency.

1.3 Going concern

An overview of the business activities of Wessex Water Services Limited is given in the Strategic
Report on pages 2 to 52. A review of the principal risks that the company faces is given in the risk
management section on pages 97 to 114. The debt facilities available at the year end date, amounts
outstanding and the maturity profile of this debt are shown in note 18.

The Company meets its day-to-day working capital requirements and medium and long term funding
requirements through the cash and short term deposits described in note 17 and the facilities
described in note 18. Prior to the year end date the Company secured a £300m loan facility for 12
months with an option for the company to extend the loan for a further 6 months and the undrawn
revolving credit facilities referenced in note 18 were increased to £300m with a maturity date of June
2027, both reflecting the Company’s ability to secure finance. Under some of the facilities the
Company is required to comply with an interest cover and gearing covenant tested quarterly and the
covenants remain the same in the new facilities.

The Directors have considered the financial position of the Company and cash flow forecasts for the
period from the date of approval of these Financial Statements through 31 December 2025 (the
going concern review period) and have concluded they will be able to meet their liabilities as they
fall due and comply with the covenants for the going concern review period. In coming to this
conclusion, the directors have evaluated the impact of the ‘cost of living’ crisis on revenues and debt
collectability, the repayment of loans maturing in the going concern review period and the required
future financing requirements of the company and Ofwat’s announcement of the PR24 draft
determination and the company’s subsequent re-submission in August 2024, which is available on
the Company’s website at https://corporate.wessexwater.co.uk/our-future/business-plan-2025-
2030/updates-to-our-business-plan-2025-30.

Wessex Water Services Ltd 148



1. Accounting policies (continued)

1.3 Going concern (continued)

The Directors have noted there is further debt falling due for repayment within the going concern
period, in particular £560m of European Investment Bank loan due in May 2025 and the new loan
facility referred to above that, if extended, will mature at the end of December 2025. The Directors
have considered the consistently strong operating performance, market experience for the company
and other water companies, the current leverage and credit rating of the bonds and a successful
history of issuing bonds and raising debt over the past 20 years, most recently the bond issued in
November 2023 and the new loan facilities obtained as noted above.

Based on this consideration, as well as the time period available to raise the required funding, the
Directors are satisfied that the issuance of debt included within the forecasts for the going concern
period to repay the new facility and finance the capital programme over the period is achievable. In
order to facilitate the future issuance of bonds the Company established a £5bn Euro medium-term
note programme on 6 September 2023. The first issuance under the programme having taken place
in November 2023. The programme has since been renewed on 6 September 2024.

On the assumption that the required funding described above will be successfully raised by the
company for the reasons noted above, the Directors have considered a severe but plausible
downside scenario, to assess the impact on covenant compliance through the going concern review
period. This includes considering the impact of adverse macroeconomic factors including sustained
lower inflation combined with lower consumption and operational events such as asset and customer
service failures leading to regulatory enforcement. In addition, we have considered regulatory
impacts such as the ongoing Ofwat price and tariff review, i.e. PR24, covering the period from April
2025 to March 2030. In situations requiring mitigations to be deployed, the Company could reduce
discretionary expenditure, defer capital expenditure and/or cancel non-essential capital expenditure,
reduce the amount of dividend payable and raise additional finance.

Accordingly, after considering the forecasts, appropriate sensitivities, available facilities and the
ability to raise additional debt, the Directors have a reasonable expectation that the Company has
adequate resources to continue in operational existence and to comply with its financial covenants
for the going concern review period through to 31 December 2025; therefore, the Directors continue
to adopt the going concern basis in preparing the Financial Statements.

1.4  Foreign currency

Transactions in foreign currencies are translated into sterling at the foreign exchange rate ruling at
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the
balance sheet date are retranslated to the functional currency at the foreign exchange rate ruling at
that date. Foreign exchange differences arising on translation are recognised in the income
statement.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency
are translated using the exchange rate at the date of the transaction.
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1. Accounting policies (continued)

1.5 Financial instruments

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and bank deposits. Bank overdrafts that are
repayable on demand and form an integral part of the Company’s cash management are included
as a component of cash and cash equivalents for the purpose only of the cash flow statement.

Financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost,
fair value through other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual
cash flow characteristics and the Company’s business model for managing them. With the exception
of trade receivables that do not contain a significant financing component or for which the Company
has applied the practical expedient. The Company initially measures a financial asset at its fair value
plus transaction costs. Trade receivables that do not contain a significant financing component or
for which the Company has applied the practical expedient are measured at the transaction price
determined under IFRS 15.

In order for a financial asset to be classified and measured at amortised cost or fair value through
OCl, it needs to give rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on
the principal amount outstanding. This assessment is referred to as the SPPI test and is performed
at an instrument level.

The Company’s business model for managing financial assets refers to how it manages its financial
assets in order to generate cash flows. The business model determines whether cash flows will
result from collecting contractual cash flows, selling the financial assets, or both.

Subsequent measurement
Financial assets at amortised cost (debt instruments)

This category is the most relevant to the Company. The Company measures financial assets at
amortised cost if both of the following conditions are met:
¢ the financial asset is held within a business model with the objective to hold financial assets
in order to collect contractual cash flows, and;
¢ the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding

Financial assets at amortised cost are subsequently measured using the effective interest (EIR)
method and are subject to expected credit loss. Gains and losses are recognised in profit or loss
when the asset is derecognised, modified or impaired.

The Company’s financial assets at amortised cost includes intercompany loans repayable in more
than 12 months, and trade receivables.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from the Company’s statement of financial position)
when:

e the rights to receive cash flows from the asset have expired, or;
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1. Accounting policies (continued)

1.5 Financial instruments (continued)

e the Company has transferred its rights to receive cash flows from the asset or has assumed
an obligation to pay the received cash flows in full without material delay to a third party under
a ‘pass-through’ arrangement; and either (a) the Company has transferred substantially all
the risks and rewards of the asset, or (b) the Company has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit
or loss, loans and borrowings, payables, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings
and payables, net of directly attributable transaction costs.

The Company’s financial liabilities include trade and other payables and loans and borrowings.
Subsequent measurement — loans and borrowings

This is the category most relevant to the Company. After initial recognition, interest-bearing loans
and borrowings are subsequently measured at amortised cost using the EIR method. Gains and
losses are recognised in profit or loss when the liabilities are derecognised as well as through the
EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the EIR. The EIR amortisation is included as finance costs in the
statement of profit or loss.

This category generally applies to interest-bearing loans and borrowings. For more information, refer
to note 18.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as the derecognition of the original liability and the recognition
of a new liability. The difference in the respective carrying amounts is recognised in the statement
of profit or loss.

1.6 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated
impairment losses.

Where parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment.

Leases in which the Company assumes substantially all the risks and rewards of ownership of the
leased asset are classified as finance leases. Where land and buildings are held under leases the
accounting treatment of the land is considered separately from that of the buildings.
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1. Accounting policies (continued)

1.6 Property, plant and equipment (continued)

Leased assets acquired by way of finance lease are stated at an amount equal to the lower of their
fair value and the present value of the minimum lease payments at inception of the lease, less
accumulated depreciation and less accumulated impairment losses.

Under IAS16 sewers adopted at nil cost to the Company are included in property, plant and
equipment at a fair value, which is the estimated cost of construction and depreciated at the same
rate as infrastructure assets.

Depreciation is charged to the income statement on a straight-line basis over the estimated useful
lives of each part of an item of property, plant and equipment. Land is not depreciated. The estimated
useful lives are as follows:

e land and buildings 10 to 80 years
e infrastructure assets 60 to 200 years
¢ plant, equipment and motor vehicles 2 to 30 years

o office and IT equipment 3 to 10 years

Infrastructure assets comprise these eight components:

Impounding reservoirs 150 years, raw water mains 100 years, treated water mains 100 years,
communication pipes 60 years, sewers 200 years, sewage pumping stations 60 years, combined
sewer overflows 80 years and sea outfalls 60 years.

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.

1.7 Intangible assets

Intangible assets that are acquired by the company are stated at cost less accumulated amortisation
and less accumulated impairment losses.

Amortisation

Amortisation is charged to the income statement on a straight-line basis over the estimated useful
lives of intangible assets unless such lives are indefinite. Intangible assets with an indefinite useful
life are systematically tested for impairment at each balance sheet date. Other intangible assets are
amortised from the date they are available for use. The estimated useful lives are as follows:

e Specialised computer software 10 years
¢ In-house computer software development 5 years
e  Other computer software 3 years

1.8 Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is based on the first-in first-
out principle and includes expenditure incurred in acquiring the inventories, production or conversion
costs and other costs in bringing them to their existing location and condition. In the case of
manufactured inventories and work in progress, cost includes an appropriate share of overheads
based on normal operating capacity.
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1. Accounting policies (continued)

1.9 Impairment excluding inventories and deferred tax assets
Financial assets (including receivables)

For trade receivables and contract assets that are expected to have a maturity of one year or less,
the Company has applied the practical expedient and followed the simplified approach in calculating
ECLs. Therefore, the Company does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each reporting date. The Company has established a provision
matrix that is based on its historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.

The provision rates are based on days past due for groupings of various customer segments that
have similar loss patterns (i.e., customer type, payment method, rating and coverage by letters of
credit and other forms of credit insurance).

The provision matrix is initially based on the Company’s historical observed default rates. The
Company will calibrate the matrix to adjust the historical credit loss experience with forward-looking
information. For instance, if forecast economic conditions (i.e., average earnings) are expected to
deteriorate over the next year which can lead to an increased number of defaults in the sector, the
historical default rates are adjusted. At every reporting date, the historical observed default rates are
updated and changes in the forward-looking estimates are analysed.

The assessment of the correlation between historical observed default rates, forecast economic
conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in
circumstances and of forecast economic conditions. The Company’s historical credit loss experience
and forecast of economic conditions may also not be representative of customer’s actual default in
the future. The information about the ECLs on the Company’s trade receivables and contract assets
is disclosed in Note 25.

The Company considers a financial asset in default when contractual payments are 80 days past
due. However, in certain cases, the Company may also consider a financial asset to be in default
when internal or external information indicates that the Company is unlikely to receive the
outstanding contractual amounts in full before taking into account any credit enhancements held by
the Company. A financial asset is written off when there is no reasonable expectation of recovering
the contractual cash flows.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than inventories and deferred
tax assets are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists, then the asset’s recoverable amount is estimated. For
goodwill, and intangible assets that have indefinite useful lives or that are not yet available for use,
the recoverable amount is estimated each year at the same time.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its
fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset.
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1. Accounting policies (continued)

1.10 Employee benefits
Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The
Company’s net obligation in respect of defined benefit pension plans and other post-employment
benefits are calculated by estimating the amount of future benefit that employees have earned in
return for their service in the current and prior periods; that benefit is discounted to determine its
present value, and the fair value of any plan assets are deducted. The Company determines the net
interest on the net defined benefit liability for the period by applying the discount rate used to
measure the defined benefit obligation at the beginning of the annual period to the net defined benefit
liability.

The discount rate is the yield at the reporting date on bonds that have a credit rating of at least AA
that have maturity dates approximating the terms of the Company’s obligations and that are
denominated in the currency in which the benefits are expected to be paid.

Re-measurements arising from defined benefit plans comprise actuarial gains and losses and the
return on plan assets. The Company recognises them immediately in other comprehensive income
and all other expenses related to defined benefit plans in employee benefit expenses in profit or loss.

When the benefits of a plan are changed, or when a plan is curtailed, the portion of the changed
benefit related to past service by employees, or the gain or loss on curtailment, is recognised
immediately in profit or loss when the plan amendment or curtailment occurs.

The calculation of the defined benefit obligations is performed by a qualified actuary using the
projected unit credit method. When the calculation results in a benefit to the Company, the
recognised asset is limited to the present value of benefits available in the form of any future refunds
from the plan or reductions in future contributions and takes into account the adverse effect of any
minimum funding requirements.

The Company’s employees are members of the Wessex Water Ltd Group pension scheme. The
Company recognizes a cost equal to its contribution payable for the period. The assets of the scheme
are held separately from those of the Group. The scheme has been closed to new members since
2009.

Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further
amounts. Obligations for contributions to defined contribution pension plans are recognised as an
expense in the income statement in the periods during which services are rendered by employees.

Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed
as the related service is provided. A liability is recognised for the amount expected to be paid under
short-term cash bonus or profit-sharing plans if the Company has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the obligation
can be estimated reliably.
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1. Accounting policies (continued)

1.11 Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive
obligation as a result of a past event, that can be reliably measured, and it is probable that an outflow
of economic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects risks specific to the liability.

1.12 Deferred grants and contributions

Grants and contributions in respect of specific expenditure on non-infrastructure property, plant and
equipment are treated as contract liability and recognised in the income statement over the expected
useful economic lives of the related assets.

1.12 Deferred grants and contributions (continued)

Grants and contributions relating to infrastructure assets are amortised over the appropriate useful
economic life (see 1.6).

Sewers adopted at nil cost to the Company are shown in deferred income at a fair value, which is
the estimated cost of construction, and amortised at the same rate as infrastructure assets are
depreciated.

1.13 Revenue
Supply of water and sewerage services

The nature of the water industry in the UK is such that revenue recognition is subject to a degree of
estimation. The assessment of water sales to customers is based on internal data where final
settlement data is not yet available. At the end of each period, amounts of water delivered to
customers are estimated and the corresponding billed and unbilled revenue is assessed and
recorded in Revenue. For the purpose of the judgement various factors are considered such as
seasonality, historic billing profiles, leakage data and general economic conditions.

The company, under the license granted by the Government, has the right to supply water and
sewerage services to customers, together with an obligation to maintain and develop the network
and ensure its continued availability. Revenue from contracts with customers is recognised when
control of these goods or services are transferred to the customer at an amount that reflects the
consideration to which the company expects to be entitled in exchange for those goods or services.

For metered customers this amount is determined by the meter reading. For unmetered customers,
the amount to which the Company has a right to receive is determined by the passage of time during
which the customer occupies a property within the Company’s licensed region. Revenue represents
income receivable in the ordinary course of business, excluding VAT, for services provided. Revenue
is recognised to the extent that it is probable that economic benefits will flow to the Company.

Variable consideration

Unbilled receivables are considered to be a variable consideration which is not constrained as the
Company considers it to be highly probable that a significant amount will not be reversed after year
end. Unbilled receivables and the variable consideration are estimated using the most likely outcome
approach.
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1. Accounting policies (continued)

1.13 Revenue (continued)
Other revenue - Developer Services
These are services related to the obligation under statute to allow property developers to establish

an authorised connection to the water and/or sewerage network. In obtaining the connection the
developer may require the Company to undertake one or more of the of the following:

(i) Connections and meter installation in exchange for payment;
(i) Requisitions of water mains in exchange for payment; and
(iii) Adoptions of water and waste water mains.

The developer is also required to pay infrastructure charges being a contribution to network
reinforcement.

Period over which performance obligations are satisfied

From the perspective of the Company these activities are not separable nor distinct and instead form
a bundle of activities necessary to establish an authorised connection from which the network access
can be obtained. Also, the Company has an additional obligation under statute to keep the
connection in place for all current and future occupiers and facilitate ongoing access to the network
for as long as the property requires service provision. Consequently, revenue from Developer
Services will be deferred over the shorter of expected period of service provision or the need to
replace the assets at the end of their useful life (typically in the range 60 to 125 years).

Financing component

Under IFRS 15 the transaction price needs to be adjusted if the timing of payments provides the
customer or supplier with a significant benefit of financing the transfer of goods or services. This is
not the case for Developer Services as the timing difference does not arise as a result of the provision
of finance, but rather comes as a consequence of the nature of the regulatory environment.

Other Revenue - general

Other Revenue which includes income from related parties is recognised by reference to each
distinct performance obligation promised in the contract with customer. Depending on the
substances of the respective contract with the customer, revenue is recognised when the
performance obligation is satisfied, which may be at a point in time or over time.

1.14 Expenses

Operating lease payments

Lease payments on short-term leases and leases of low value assets are recognised as expenses
on a straight-line basis over the lease term.

IFRS16 lease payments

Minimum lease payments are apportioned between the finance charge and the reduction of the
outstanding liability. The finance charge is allocated to each period during the lease term so as to
produce a constant periodic rate of interest on the remaining balance of the liability. Variable lease
payments that do not depend on an index or a rate are recognised as expenses. In addition,
depreciation is charged on a straight-line basis on a right-of-use asset recognised at the inception
of the lease (or the date of adoption of IFRS 16 if later).
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1. Accounting policies (continued)

1.14 Expenses (continued)
Financing income and expenses

Financing expenses comprise interest payable, finance charges on shares classified as liabilities
and finance leases recognised in profit or loss using the effective interest method, unwinding of the
discount on provisions, and net foreign exchange losses that are recognised in the income statement
(see foreign currency accounting policy).

Borrowing costs that are directly attributable to the acquisition, construction or production of an asset
that takes a substantial time to be prepared for use, are capitalised as part of the cost of that asset.
Financing income comprises interest receivable on funds invested, dividend income, and net foreign
exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective
interest method. Dividend income is recognised in the income statement on the date the entity’s right
to receive payments is established. Foreign currency gains and losses are reported on a net basis.

1.15 Taxation

Tax on the profit for the year comprises current and deferred tax. Tax is recognised in the income
statement except to the extent that it relates to items recognised directly in equity, in which case it
is recognised in equity.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year,
using tax rates enacted or substantively enacted at the balance sheet date, and any adjustment to
tax payable in respect of previous years.

Deferred tax is provided on temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. The following
temporary differences are not provided for: the initial recognition of goodwill; the initial recognition of
assets or liabilities that affect neither accounting nor taxable profit other than in a business
combination, and differences relating to investments in subsidiaries to the extent that they will probably
not reverse in the foreseeable future. The amount of deferred tax provided is based on the expected
manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates
enacted or substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will
be available against which the temporary difference can be utilised.

1.16 Dividends

Dividends are proposed by the Board and immediately afterwards are authorised by the shareholder
and are therefore recognised as a liability in the accounts until paid.

1.17 Contract balances
Contract assets

A contract asset is the right to consideration in exchange for goods or services transferred to the
customer. If the Company performs by transferring goods or services to a customer before the
customer pays consideration or before payment is due, a contract asset is recognised for the earned
consideration.
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1. Accounting policies (continued)

1.17 Contract balances (continued)
Contract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the Company
has received consideration (or an amount of consideration is due) from the customer. If a customer
pays consideration before the Company transfers goods or services to the customer, a contract
liability is recognised when the payment is made, or the payment is due (whichever is earlier).
Contract liabilities are recognised as revenue when the Company performs under the contract.

1.18 Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if
the contract conveys the right to control the use of an identified asset for a period of time in exchange
for consideration.

Company as a lessee

The Company applies a single recognition and measurement approach for all leases, except for
short-term leases and leases of low-value assets. The Company recognises lease liabilities to make
lease payments and right-of-use assets representing the right to use the underlying assets.

i) Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease (i.e., the date
the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised, initial
direct costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Right-of-use assets are depreciated on a straight-line basis over the shorter of
the lease term and the estimated useful lives of the assets, as follows:

. land and buildings 4 to 97 years
. motor vehicles and other equipment 3 to 4 years

If ownership of the leased asset transfers to the Company at the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated useful life
of the asset. The right-of-use assets are also subject to impairment. Refer to the accounting policies
in section (1.9) Impairment of non-financial assets.

i) Lease liabilities

At the commencement date of the lease, the Company recognises lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include fixed
payments (including in substance fixed payments) less any lease incentives receivable, variable
lease payments that depend on an index or a rate, and amounts expected to be paid under residual
value guarantees. The lease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Company and payments of penalties for terminating the
lease, if the lease term reflects the Company exercising the option to terminate. Variable lease
payments that do not depend on an index or a rate are recognised as expenses (unless they are
incurred to produce inventories) in the period in which the event or condition that triggers the
payment occurs.
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1. Accounting policies (continued)

1.18 Leases (continued)

In calculating the present value of lease payments, the Company uses its incremental borrowing rate
at the lease commencement date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect
the accretion of interest and reduced for the lease payments made. In addition, the carrying amount
of lease liabilities is remeasured if there is a modification, a change in the lease term, a change in
the lease payments (e.g., changes to future payments resulting from a change in an index or rate
used to determine such lease payments) or a change in the assessment of an option to purchase
the underlying asset.

The Company’s lease liabilities are included in Interest-bearing loans and borrowings (see Note 18).

iii) Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases (i.e., those
leases that have a lease term of 12 months or less from the commencement date and do not contain
a purchase option). It also applies the lease of low-value assets recognition exemption to leases that
are low value. Lease payments on short-term leases and leases of low value assets are recognised
as expense on a straight-line basis over the lease term.

Company as a lessor

Leases in which the Company does not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. Rental income arising is accounted for on
a straight-line basis over the lease terms and is included in revenue in the statement of profit or loss
due to its operating nature. Initial direct costs incurred in negotiating and arranging an operating
lease are added to the carrying amount of the leased asset and recognised over the lease term on
the same basis as rental income. Contingent rents are recognised as revenue in the period in which
they are earned.

1.19 Software-as-a-Service (SaaS)

SaaS arrangements are service contracts providing the Company with the right to access the cloud
provider’s application software over the contract period. Costs incurred to configure or customise,
and the ongoing fees to obtain access to the cloud provider’s application software, are recognised
as operating expenses when the services are received.

Some of the costs incurred relate to the development of software code that enhances or modifies,
or creates additional capability to, existing on-premise systems and meets the definition of, and the
recognition criteria for, an intangible asset. These costs are recognised as intangible software assets
and amortised over the useful life of the software on a straight- line basis. The useful lives of these
assets are reviewed at least at the end of each financial year, and any change accounted for
prospectively as a change in accounting estimate.

1.20 Changes in accounting polices and disclosures

In the year, the Company adopted the amendments to IAS12 “Income Taxes” relating to
“International Tax Reform — Pillar Two Rules” issued by the International Standards Boards (IASB)
in May 2023. The amendments provide a temporary mandatory exception from recognising and
disclosing information about deferred tax assets and liabilities arising from the implementation of
Pillar Two model rules.
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1. Accounting policies (continued)

1.21 IFRS Standards issued but not effective

There are no IFRS Standards issued but not effective as at 30 June 2024 that will have a material

impact on the Financial Statements.

2. Changes in accounting estimates

There were no changes in accounting estimates during the year.

3. Business Unit performance

Business units are reported in a manner consistent with internal reporting provided to the
Board. The water business comprises the regulated water and waste water services

undertaken by Wessex Water.

2024 2023
£m £m
Turnover
Regulated 581.1 531.9
Unregulated 17.7 9.9
598.8 541.8
Operating profit
Regulated 151.7 1174
Unregulated - -
151.7 117.4
Net assets
Regulated 521.6 609.0
Unregulated - -
521.6 609.0

For management purposes, the Company is organised into units based on the business
environment it operates in and has two business units, Regulated and Unregulated.

The Board monitors the operating results of business units separately for the purpose of
making decisions about resource allocation and performance assessment. Business unit
performance is evaluated based on a combination of turnover, operating profit and net asset
value and is measured consistently with the financial statements.
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4. Revenue from contracts with customers

House- Non-
Current year hold house-
hold Total
£m £m £m
Wholesale revenue — water supply
Unmeasured 51.8 21 53.9
Measured 90.5 52.2 142.7
142.3 54.3 196.6
Wholesale revenue — wastewater
Unmeasured 100.7 3.2 103.9
Measured 179.9 59.0 238.9
280.6 62.2 342.8
Retail revenue
Unmeasured 7.6 - 7.6
Measured 24.3 - 24.3
31.9 - 31.9
Other revenue
Regulated 9.8
Unregulated 17.7
Total revenue 598.8
Non-
Prior year House- house-
y hold
hold Total
£m £m £m
Wholesale revenue — water supply
Unmeasured 46.4 1.5 47.9
Measured 82.3 46.1 128.4
128.7 47.6 176.3
Wholesale revenue — wastewater
Unmeasured 954 2.1 97.5
Measured 161.6 53.3 214.9
257.0 55.4 3124
Retail revenue
Unmeasured 8.9 - 8.9
Measured 25.5 - 25.5
34.4 - 34.4
Other revenue
Regulated 8.8
Unregulated 9.9
Total revenue 541.8
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4. Revenue from contracts with customers (continued)

In accordance with IFRS 15, revenue has been disaggregated based on what is recognised in
relation to the core services of supplying clean water and the removing and treating of wastewater.
Each of these services is deemed to give rise to a distinct performance obligation under the contract
with customers, though following the same pattern of transfer to the customer who simultaneously
receives and consumes both of these services over time.

Residential retail charges relate solely to the margin applied to the wholesale amounts charged to
residential customers. The wholesale charges and retail margin are combined in arriving at the total
revenues relating to water and wastewater services provided to household customers.

Other revenue comprises a number of smaller non-core income streams including those relating to
activities, typically performed opposite property developers, which impact the Company’s capital
network assets including activities that facilitate the creation of an authorised connection through
which properties can obtain water and wastewater services.

Contract balances
Contract cost assets of £5.5m (2023: £5.9m) are included in the statement of financial position under

trade and other receivables, see note 16. At the year-end there were liabilities for receipts in advance
relating to contracts of £77.1m (2023: £71.9m), see note 19.

5. Operating costs and auditor’s remuneration

2024 2023

Note £m £m

Employee costs 6 164.4 144.9
Power 53.0 53.3
Raw Materials and consumables 17.4 20.1
Business rates 21.5 24.3
Charge for bad and doubtful debts 25 18.7 12.6
Service charges 6.5 6.6
Depreciation of PPE 11 114.6 127.6
Depreciation on ROU assets 12 0.5 04
Amortisation of intangible assets 13 8.9 9.2
Impairment of intangible assets 13 4.2 -
Property, plant & equipment written off — disposals 2.6 2.3
Short-term lease rentals 12 11.7 9.9
Hire of plant and machinery 0.6 0.6
Infrastructure maintenance 19.4 21.3
Ofwat licence fee 2.0 1.1
Cost of finished goods and w.i.p. 5.1 4.2
Charges from other group companies 19.0 16.1
Other operating costs 107.7 93.0
577.8 547.5

Own work capitalised (126.2) (118.1)
451.6 429.4
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5. Operating costs and auditor’s remuneration (continued)

2024 2023
Note £m £m
Loss/(gain) on disposal of property, plant and equipment (1.4) (1.7)
Amortisation of deferred income 21 (3.1) (3.3)
(4.5) (5.0)
During the year the following fees were charged by the auditors:
2024 2023
£000 £000
Fees payable to the Company’s auditor for:
Audit of these financial statements 295 294
Audit-related assurance services 140 133
Other non-audit services 186 93
621 520

Fees payable for the audit of the Company’s annual accounts include £5,000 (2023: £5,000) for out-
of-pocket expenses incurred for the delivery of the audit.

Audit-related assurance services are in connection with the Company's regulatory reporting re-
quirements for Ofwat. The non-audit services include £63,000 relating to bond issuances

6. Staff numbers and costs

Number of
employees
2024 2023
Average number of employees 2,936 2,691
The aggregate payroll costs of these employees was:
2024 2023
£m £m
Wages and salaries 131.1 115.3
Social security costs 16.1 14.8
Pension costs - defined contribution 11.3 9.1
Pension costs - defined benefit 5.9 5.7
164.4 144.9
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7. Directors’ remuneration

2024 2023
£000 £000
Total Directors’ remuneration including benefits in kind 2,071 2,081
Remuneration of highest paid Director 590 538

Details of Directors’ remuneration can be found in the Governance Report. Directors’
remuneration is in respect of four Executive Directors, five Non-Executive Directors and six
YTL appointed Directors (2023: five Executive Directors, five Non-Executive Directors and six
YTL appointed Directors).

8. Finance income and expense

2024 2023
£m £m
Finance income
Interest receivable on short-term bank deposits 4.3 3.0
Gain on short term financial instrument 1.3 -
Net interest on net defined benefit pension plan liability 0.7 2.0
6.3 5.0
Finance expense
To subsidiary company (165.5) (142.0)
On bank loans and leases (33.8) (24.3)
Interest capitalised 16.2 8.5

(183.1) (157.8)

In accordance with IAS 23 borrowing costs of £16.2m (2023: £8.5m) associated with the funding
of eligible capital projects have been capitalised at an average interest rate of 6.8% (2023: 5.9%).
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9. Taxation

Recognised in the income statement

2024 2023
£m £m
Current tax credit
Current year - (0.9)
Adjustments for prior years - (8.8)
Current tax credit - (9.7)
Deferred tax credit
Origination and reversal of temporary differences (5.0) (10.5)
Adjustments for prior years (4.0) 10.5
Deferred tax credit (9.0) -
Total tax credit (9.0) (9.7)
Taxation recognised in other comprehensive income
2024 2023
£m £m
Remeasurements of defined benefit surplus 1.6 15.4
Tax expense 1.6 15.4
Reconciliation of effective tax rate
2024 2023
£m £m
Loss for the year (16.1) (25.7)
Total tax credit (9.0) (9.7)
Loss excluding taxation: (25.1) (35.4)
Tax using the UK corporation tax rate of 25% (2023 - 20.5%) (6.3) (7.3)
Rate difference on current year earnings - (1.9)
Impact of Capital allowance super deduction - (3.3)
Non-deductible expenses 1.3 1.2
Other - (0.1)
(Over)/under provided in prior years (4.0) 1.7
Total tax credit (9.0) (9.7)

The statutory rate of Corporation tax of 25% has applied to the current year profits (2023: 20.5%).
The Company has benefited from the Full Expensing regime which has now been made
permanent. As a result, the Company has generated current year tax losses which have been
recognised as a deferred tax asset and offset against the existing deferred tax liabilities.

The Finance (No 2) Act 2023 was enacted in June 2023. This legislation includes the BEPS Pillar
Two legislation which will impact the Company’s accounting period starting on 1 July 2024. The
Company is part of the wider YTL Group which operates across a number of jurisdictions some of
which are yet to implement the Pillar Two legislation, or some have only done so recently with an
effective start date of 1 January 2025.
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9. Taxation (continued)

As a result of the different effective start dates of the legislation, the Group is still in the process of
assessing the potential exposure to Pillar Two income taxes across the whole Group and its impact
is currently not known or reasonably estimable. However, considering the UK entity on a
standalone basis, the Company has performed an initial assessment based on the most recent
information available. Based on the assessment performed, the Company does not expect a
potential exposure to Pillar Two top-up taxes in the UK.

10. Dividends

The dividend policy is to declare dividends consistent with the Company’s performance and
prudent management of the economic risk of the business.

Dividend payments are reviewed and approved on a quarterly basis by the Board after taking into
account both current and projected business performance.

In particular the Board takes into account:

¢ the company’s current and projected performance in delivering the level of service customers
expect from an efficient water and sewerage company and that where that level of service
has not been delivered, that customers have been adequately compensated

e that the company is delivering the required quality and environmental outputs and making
sufficient investment in its infrastructure to maintain and, where necessary, increase
resilience

¢ that the correct amount of tax has been paid

o that the Company has met any unexpected additional expenditure needs that may have
arisen during the year to date, as new operational risks emerge

¢ the level of regulatory gearing and its comparison with Ofwat’s expectations pertaining at the
time

e the sufficiency of distributable reserves.

The company intends to maintain a solid investment grade credit rating at all times.

2024 2023

£m £m

Interim dividends for the current year 51.7 51.7
Final dividend for the current year 14.8 14.8
66.5 66.5
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11. Property, plant and equipment

Infra-
Land & structure Plant & Motor Office & IT Assets under
buildings assets equipment vehicles equipment construction Total
£m £m £m £m £m £m £m
Cost
Balance at 1 July 2022 1,017.8 2,395.5 1,941.7 457 36.9 256.8 5,694.4
Additions in year - - - - - 288.3 288.3
Transfers on commissioning 51.6 112.9 143.5 5.8 4.0 (317.8) -
Disposals (3.7) (0.2) (38.6) (5.0) - - (47.5)
Cost of ROU assets - - 0.2 0.6 - - 0.8
ROU assets terminated - - - - - - -
Balance at 30 June 2023 1,065.7 2,508.2 2,046.8 471 40.9 227.3 5,936.0
Balance at 1 July 2023 1,065.7 2,508.2 2,046.8 471 40.9 227.3 5,936.0
Additions in year - - - - - 423.5 423.5
Transfers on commissioning 27.0 745 85.5 7.4 5.2 (199.6) -
Disposals (3.2) (0.2) (14.8) (3.7) - - (21.9)
Cost of ROU assets - - - 1.2 - - 1.2
ROU assets terminated - - - - - - -
Balance at 30 June 2024 1,089.5 2,582.5 2,117.5 52.0 46.1 451.2 6,338.8
Depreciation and impairment
Balance at 1 July 2022 (353.8) (170.0) (1,097.1) (27.2) (22.7) - (1,670.8)
Depreciation charge for the year (16.9) (22.1) (78.4) (5.3) (4.9) - (127.6)
Depreciation on disposals 23 - 37.9 4.2 - - 44.4
Depreciation on ROU assets (0.1) - (0.1) (0.2) - - (0.4)
Depreciation on ROU assets terminated - - - - - - -
Balance at 30 June 2023 (368.5) (192.1) (1,137.7) (28.5) (27.6) - (1,754.4)
Balance at 1 July 2023 (368.5) (192.1) (1,137.7) (28.5) (27.6) - (1,754.4)
Depreciation charge for the year (17.4) (19.3) (67.2) (5.6) (5.1) - (114.6)
Depreciation on disposals 1.6 - 14.1 3.0 - - 18.7
Depreciation on ROU assets (0.1) - - (0.4) - - (0.5)
Depreciation on ROU assets terminated - - - - - - -
Balance at 30 June 2024 (384.4) (211.4) (1,190.8) (31.5) (32.7) - (1,850.8)
Net Book Value
At 1 July 2022 664.0 2,2255 844.6 18.5 14.2 256.8 4,023.6
At 30 June 2023 697.2 2,316.1 909.1 18.6 13.3 227.3 4,181.6
At 30 June 2024 705.1 2,3711 926.7 20.5 134 451.2 4,488.0

Infrastructure assets comprise a network of systems of mains and sewers, impounding and
pumped raw water storage reservoirs, dams, sludge pipelines, sea outfalls and infrastructure
investigations and studies.

Included in infrastructure assets at cost is £705.1m fair value adjustment on first time adoption of
IFRS.

There is no impairment loss recognised in these financial statements (2023: £nil).
Cumulative borrowing costs capitalised and included above were £49.3m (2023: £33.0m).

Included in freehold land and buildings above is an amount of £16.0m (2023: £15.7m) in respect
of land which is not depreciated.
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12. Leases
Company as a lessee

The Company has lease contracts for various items of property, plant, machinery, vehicles and other
equipment used in its operations. Leases of plant and machinery generally have lease terms
between 3 and 15 years, while motor vehicles and other equipment generally have lease terms
between 3 and 5 years. The Company’s obligations under its leases are secured by the lessor’s title
to the leased assets. Generally, the Company is restricted from assigning and subleasing the leased
assets. There are several lease contracts that include extension and termination options and variable
lease payments, which are further discussed below.

The Company also has certain leases of machinery with lease terms of 12 months or less and leases
of office equipment with low value. The Company applies the ‘short-term lease’ and ‘lease of low-
value assets’ recognition exemptions for these leases. Set out below are the carrying amounts of
right-of-use assets recognised and the movements during the period:

Land & Plant & Motor
buildings equipment vehicles Total
£m £m £m £m
As at 1 July 2023 1.7 0.1 0.9 2.7
Additions - - 1.2 1.2
Depreciation charge for the year (0.1) - (0.4) (0.5)
As at 30 June 2024 1.6 0.1 1.7 3.4

Set out below are the carrying amounts of lease liabilities (included under interest-bearing loans and
borrowings) and the movements during the year:

2024
£m
As at 1 July 2023 25
Additions 1.2
Accretion of interest 0.1
Payments (0.5)
As at 30 June 2024 3.3
Current Note 18 0.7
Non-current Note 18 2.6

The maturity analysis of lease liabilities is also disclosed in Note 18.
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12. Leases (continued)

The following are the amounts recognised in profit or loss:

2024 2023

£m £m

Depreciation expense of right-of use assets 0.5 0.4
Interest expense on lease liabilities 0.1 -
Expenses relating to short-term leases 11.7 9.9
12.3 10.3

The Company had total cash outflows for leases of £0.5m in 2024 (2023: £0.6m). The Company
also had non-cash additions to right-of-use assets and lease liabilities of £1.2m in 2024 (2023:
£0.8m).

Company as a lessor

The Company has entered into operating leases consisting of certain land and buildings. Rental
income recognised by the Company during the year is £0.7m (2023: £0.6m).

Future minimum rentals receivable under non-cancellable operating leases as at 31 March are as
follows:

2024 2023

£m £m

Within one year 0.4 0.4
After one year but not more than five years 1.0 1.2
More than five years 0.9 1.2
23 2.8
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13. Intangible assets

Cost
Balance at 1 July 2022

Additions
Transfer on Commissioning
Disposals

Balance at 30 June 2023

Balance at 1 July 2023

Additions
Transfer on Commissioning
Disposals

Balance at 30 June 2024

Amortisation and impairment
Balance at 1 July 2022

Amortisation charge for the year
Disposals

Balance at 30 June 2023

Balance at 1 July 2023

Amortisation charge for the year
Impairment
Disposals

Balance at 30 June 2024

Net Book Value
At 1 July 2022

At 30 June 2023
At 30 June 2024

Software

Assets in

development development Total
£m £m
74.2 15.3 89.5
- 10.3 10.3
29 (2.9) -
(3.4) - (3.4)
73.7 22.7 96.4
73.7 22.7 96.4
- 7.1 7.1
10.7 (10.7) -
84.4 19.1 103.5
(39.4) - (39.4)
(9.2) - (9.2)
34 - 34
(45.2) - (45.2)
(45.2) - (45.2)
(8.9) - (8.9)
4.2) 4.2)
(54.1) (4.2) (58.3)
34.8 15.3 50.1
28.5 22.7 51.2
30.3 14.9 45.2

During the year an impairment loss of £4.2m (2023: £nil) was recognised due to delays in the
completion of internally developing a Billing and Customer service platform. In assessing
impairment, management estimated the recoverable amount based on expected future cash flows
and used an appropriate discount rate of 4.45% based on the Company’s cost of capital.

The Company continues to evaluate how best to complete this software which includes evaluation
of an option to migrate this development to a ‘Software as a Service’ product. Whilst no decision
has currently been made to change from the original development plan, if a decision is made to
change to a ‘Software as a Service’ product existing costs of £12.5m would be fully expensed to

the income statement.
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14. Investments in subsidiaries

The Company has an investment of £13,001 (2023: £13,001) in 100% of the ordinary share capital
of a subsidiary company Wessex Water Services Finance Plc, whose registered address is
Wessex Water Operations Centre, Claverton Down, Bath, BA2 7WW.

15. Inventories

2024 2023
£m £m
Raw materials and supplies 7.3 6.8

There was no write-down of inventories to net realisable value in either year.

16. Trade and other receivables

2024 2023

£m £m

Amounts receivable from customers 139.8 123.5
Owed by immediate holding company 16.3 17.7
Owed by fellow subsidiary companies 24.5 23.5
Owed by other group companies 0.2 0.1
Owed by associate companies 0.9 1.1
Prepayments 24.4 201
Corporation tax 0.6 8.3
Contract cost assets 5.5 5.9
VAT debtors 10.4 8.1
Other debtors 11.8 12.9
234.4 221.2

Trade receivables are expected to be recovered in no more than 12 months.

All outstanding related party receivable balances are owed on commercial terms and arise through
normal business operations. The company has considered the present value of the contractual cash
flows and compared this to a prudent assessment of the present value of the cash flows that are
expected to be received. Having performed this assessment, the company has determined that no
material expected credit loss provisions are required as at year end for related party balances owed.

Contract cost assets

2024 2023

£m £m

Balance at 1 April 5.9 4.2
Incurred during the year 5.1 4.2
Recognised as costs during the year (5.5) (2.5)
Balance at 31 March 5.5 5.9
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17. Cash and cash equivalents

2024 2023
£m £m
Short-term bank deposits - 85.0
Cash at bank and in hand - 41.7
- 126.7

Other Financial Assets
- 45.0

Term deposits with UK banks from 3 to 6 months

18. Other interest-bearing loans and borrowings

This note provides information about the contractual terms of the Company’s interest-bearing
loans and borrowings, which are measured at amortised cost. For more information about the

Company’s exposure to interest rate and foreign currency risk, see note 25(e).

2024 2023
£m £m
Current liabilities
Bank Overdraft 4.3 -
Bank loans and facilities 66.1 165.9
Current portion of finance lease liabilities 0.7 0.4
Loans owed to subsidiary company - 90.6
711 256.9
Non-current liabilities
Bank loans 501.4 417.2
Finance lease liabilities 2.6 2.1
Loans owed to subsidiary company 2,513.9 2,229.5
3,017.9 2,648.8
Finance lease liabilities
Finance lease liabilities are payable as follows:
Minimum Minimum
lease Interest  Principal lease Interest  Principal
payment payment
2024 2024 2024 2023 2023 2023
£m £m £m £m £m £m
Less than one year 0.7 - 0.7 0.5 (0.1) 0.4
petween one and 1.6 (0.1) 1.5 12 (0.3) 0.9
ive years
More than five 1.6 (0.5) 1.1 15 (0.3) 1.2
years
3.9 (0.6) 3.3 3.2 (0.7) 2.5
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18. Other interest-bearing loans and borrowings (continued)
Terms and debt repayment schedule:

Terms and debt repayment schedule

Nominal Year of Issue Carrying Issue Carrying
Currency interestrate maturity  Value amount Value amount
2024 2024 2023 2023
£m £m £m £m
Bankloans - EIB Sterling 6.45% 2025 50.0 50.0 200.0 200.0
Bank loans - KW Sterling 6.39% 2024-26 235.0 217.8 235.0 2334
Bank loans - Natwest Sterling 6.43% 2032 150.0 149.7 150.0 1497
Revolving credit facilities Sterling 5.83% 2027 150.0 150.0 - -
Loans owed to subsidiary company
Bond Sterling 5.38% 2028 200.0 199.6 200.0 1995
Bond Sterling 5.75% 2033 350.0 346.9 350.0 346.7
Bond Sterling 1.50% 2029 250.0 248.6 250.0 2483
Bond Sterling 1.25% 2036 300.0 295.9 300.0 295.6
Bond Sterling 5.13% 2032 300.0 2971 300.0 298.0
Bond Sterling 6.50% 2033 35.0 348 - -
Bond Sterling 6.50% 2035 35.0 347 - -
Bond Sterling 6.50% 2038 65.0 64.2 - -
Bond Sterling 6.50% 2043 65.0 64.6 - -
Index Linked Bond Sterling 3.52% 2023 50.0 - 50.0 90.5
Index Linked Bond Sterling 2.19% 2039 50.0 89.6 50.0 859
Index Linked Bond Sterling 1.75% 2046 75.0 141.9 75.0 128.9
Index Linked Bond Sterling 1.75% 2051 75.0 141.9 75.0 128.9
Index Linked Bond Sterling 1.37% 2057 75.0 141.9 75.0 128.9
Index Linked Bond Sterling 1.37% 2057 75.0 141.9 75.0 128.9
Index Linked Bond Sterling 1.49% 2058 50.0 90.1 50.0 80.0
Index Linked Bond Sterling 1.50% 2058 50.0 90.1 50.0 80.0
Index Linked Bond Sterling 1.50% 2058 50.0 90.1 50.0 80.0

2,7350 3,0814 25350 2,903.2

Note: Bank overdrafts and leases are excluded from this schedule.

All bonds are listed on the London Stock Exchange under Wessex Water Services Finance Plc,
a 100% subsidiary (Note 14). Interest is payable based on the nominal interest rate as disclosed.
Index-linked bonds increase in value annually in line with the Retail Prices Index.

The principal borrowing facilities are subject to covenants that are measured quarterly, being
an interest cover (excluding indexation) of no less than 2.75x and net debt to regulatory capital
value of no more than 75%, based on measures as defined in the facilities agreements.

Maturity

At the year end the maturity profile of the Company’s interest-bearing financial instruments was:

2024 2023

£m £m

Less than 1 year 66.1 256.5

More than 1 year and less than 2 years 143.2 65.8

More than 2 year and less than 5 years 408.1 341.3

More than 5 years 2,464.0 2,239.6

3,081.4 2,903.2
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18. Other interest-bearing loans and borrowings (continued)

Changes in liabilities arising from financing activities

Current interest bearing
loans and borrowings
(excluding items listed
below)

Current obligations under
finance leases and hire
purchase contracts
Non-current interest
bearing loans and
borrowings (excluding
items listed below)
Non-current obligations
under finance leases and
hire purchase contracts

Total liabilities from
financing activities

Current interest bearing
loans and borrowings
(excluding items listed
below)

Current obligations under
finance leases and hire
purchase contracts
Non-current interest
bearing loans and
borrowings (excluding
items listed below)
Non-current obligations
under finance leases and
hire purchase contracts

Total liabilities from
financing activities

1July 2023 Cash flows New leases Other 3023229
£m £m £m £m £m
256.5 (301.6) - 111.2 66.1
04 (0.5) 0.3 0.5 0.7
2,646.7 393.2 - (24.6) 3,015.3
2.1 - 0.9 (0.4) 2.6
2,905.7 91.1 1.2 86.7 3,084.7
14 30 June
uly 2022  Cashflows New leases Other 2023
£m £m £m £m £m
15.9 (161.0) - 401.5 256.5
0.1 (0.8) - 0.9 0.4
2,443.6 522.0 - (318.9) 2,646.7
2.2 - 0.8 (0.9) 2.1
2,461.8 360.2 0.8 82.6 2,905.7

The ‘Other’ column includes the effect of reclassification of the non-current portion of interest-bearing
loans and borrowings, including obligations under leases and hire purchase contracts to current due
to the passage of time and the effect of accrued but not yet paid interest on interest-bearing loans
and borrowings. The Company classifies interest paid as cash flows from financing activities.
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19. Trade and other payables

Current

Amounts payable to suppliers
Owed to subsidiary company
Dividend

Other creditors

Taxation and social security
Accrued expenses

Contract Liabilities

Non-current
Contract Liabilities

Analysis of Contract
Liabilities

At 1 July
Deferred during the year

Recognised as revenue during the year

At 30 June

2024 2023
£m £m
38.5 31.9
44.9 31.8
14.8 14.8
8.9 7.1
3.9 3.6
79.0 62.5
71.4 66.0

261.4 217.7

5.7 5.9

267.1 223.6

2024 2023
£m £m
71.9 65.3
76.9 70.3
(71.7) (63.7)
771 71.9

The contract liabilities within current payables all relate to performance obligations due to be
settled within the following 12 months. Non-current contract liabilities relate to performance

obligations due to be settled over a 15-year period from June 2016.

20. Retirement benefits

Pension plans

Fair value of scheme assets

Present value of defined benefit obligations
Net asset for defined benefit obligations

Unfunded and compensatory added years pension

Total employee benefits

2024 2023
£m £m
574.6 568.0
(568.7) (556.4)
5.9 11.6
(0.7) (0.7)
5.2 10.9
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20. Retirement benefits (continued)

The company sponsors a funded defined benefit pension plan for qualifying UK employees, the
Wessex Water Pension Scheme. The scheme is administered by a separate board of trustees, which
is legally separate from the company. The trustees are composed of representatives of both the
employer and employees. The trustees are required by law to act in the interest of all relevant
beneficiaries and are responsible for the investment policy for the assets and the day-to-day
administration of the benefits.

Under the Scheme, employees are entitled to annual pensions on retirement using an accrual rate
and final pensionable salary for each year of service. Benefits are also payable on death and
following other events such as withdrawing from active service. No other post-retirement benefits
are provided to these employees.

Liabilities for an unfunded arrangement and a compensatory payment for added years’ service are
held outside the defined benefit scheme. The Company also operates a defined contribution section
within the main pension scheme. During the year the Company paid £11.3m (2023: £9.1m) to the
defined contribution section and at 30 June 2024 owed £1.2m (2023: £0.9m).

Profile of the scheme

The Defined Benefit Obligation (DBO) includes benefits for current employees, former employees,
and current pensioners. Broadly, about 24% of the DBO is attributable to current employees, 14%
to deferred pensioners and 62% to current pensioners.

The scheme duration is an indicator of the weighted-average time until benefit payments are made.
For the scheme as a whole, the duration is approximately 13-14 years, reflecting the appropriate
split of defined benefit obligation between current employees (duration of c18-19 years), deferred
members (duration of c17-18 years) and current pensioners (duration of c10-11 years).

Funding requirements

UK legislation requires that pension schemes are funded prudently. The last funding valuation of the
scheme was carried out by a qualified actuary as at 30 September 2022 and showed a deficit of
£35.3m. The company paid £18.4m on 30 June 2023 which, along with investment returns from
return-seeking assets, has made good the shortfall. The next funding valuation is due no later than
30 September 2025, at which progress towards full-funding will be reviewed.

The Company also pays contributions of 15.5% of pensionable salaries in respect of current accrual
and non-investment related expenses.

Risks associated with the scheme

Asset volatility — The DBO is calculated using a discount rate set with reference to corporate bond
yields. If assets underperform this yield, this will create a deficit.

The scheme holds a significant proportion of growth assets (equities, diversified growth fund and
global absolute return fund) which, though expected to outperform corporate bonds in the long-term,
create volatility and risk in the short-term. The allocation to growth assets is monitored to ensure it
remains appropriate given the scheme's long-term objectives.
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20. Retirement benefits (continued)

Changes in bond yields — A decrease in corporate bond yields will increase the value placed on the
scheme's DBO for accounting purposes, although this will be partially offset by an increase in the
value of the scheme's bond holdings.

Inflation risk — The maijority of the scheme’s DBO is linked to inflation, and higher inflation leads to a
higher DBO (although, in most cases, caps on the level of inflationary increases are in place to
protect against extreme inflation).

Most of the assets are either unaffected by or only loosely correlated with inflation, meaning that an
increase in inflation will also increase the deficit.

Life expectancy — The majority of the scheme’s obligations are to provide benefits for the lifetime of
the member, so increases in life expectancy will result in an increase in the DBO.

Virgin Media vs NTL Case

The Virgin Media Ltd v NTL Pension Trustees Il decision, handed down by the High Court on 16
June 2023, considered the implications of section 37 Pension Schemes Act 1993. The Court of
Appeal upheld this ruling on 25 July 2024. The company will continue to investigate the possible
implications together with the trustees and its advisers, but as it stands, does not have cause to
believe that it will have any material impact on the Scheme.

Reporting at 30 June 2024

The results of the latest funding valuation at 30 September 2022 have been adjusted to the balance
sheet date taking account of experience over the period since 30 September 2022, changes in
market conditions, and differences in the financial and demographic assumptions. The present value
of the defined benefit obligation, and the related current service cost, were measured using the
Projected Unit Credit Method.

The principal assumptions used to calculate the liabilities under IAS 19 are set out below. The major
assumptions used by the actuary were:

30.06.24 30.06.23

Rate of increase in salaries — long term 1.90% 1.90%
Rate of increase in pensions

- WWPS and 1/80ths members 2.90% 3.00%
- MIS members 2.60% 2.70%
- Reduced level members 2.00% 2.10%
- Post 88 GMP 2.10% 2.10%
Discount rate 5.10% 5.20%
Inflation assumption — RPI 3.10% 3.20%
Inflation assumption — CPI 2.60% 2.70%
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20. Retirement benefits (continued)

Mortality assumptions:

The mortality assumptions are based upon the recent actual mortality experience of Scheme
members and allow for expected future improvements in mortality rates.

2024 2024 2023 2023

Male Female Male Female

years Years years Years
Life expectancy - current age 60 254 28.2 25.6 28.3
Life expectancy - current age 40 46.6 49.4 46.8 49.4

The mortality table adopted is based upon 105% of standard tables S3P(M/F)A adjusted to allow for
individual years of birth. Future improvements are assumed to be in line with the CMI 2022
projection, with a long-term improvement rate of 1.0% p.a. for all members.

Members are assumed to take four times their pre-commutation pension as cash at retirement.

Sensitivity analysis

The key assumptions used for IAS 19 are: discount rate, inflation and mortality. If different
assumptions are used, this could have a material effect on the results disclosed. The sensitivity of
the results to these assumptions are set out below. For the purposes of these sensitivities, it has
been assumed that the change in the discount rate and inflation has no impact on the value of
Scheme assets.

A reduction in the discount rate of 0.1% would increase the scheme liabilities by £7.3m from
£568.7m to £576.0m, reducing the scheme surplus to a deficit of £1.4m.

An increase in the inflation assumption of 0.1% would increase the scheme liabilities by £6.9m
from £568.7m to £575.6m, reducing the scheme surplus to a deficit of £1.0m.

An increase in life expectancy of 1 year would increase the scheme liabilities by £18.7m from
£568.7m to £587.4m, reducing the scheme surplus to a deficit of £12.8m.

The sensitivity information shown above has been prepared using the same method as
adopted when adjusting the results of the latest funding valuation to the balance sheet date.
This is the same approach as has been adopted in previous periods.

The value of the assets:

2024 2023

£m £m

Equities 159.0 158.2
Property 341 33.1
Government bonds 45.0 46.0
Corporate bonds 3294 305.2
Other 71 25.5

574.6 568.0
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20. Retirement benefits (continued)

The amounts recognised in the income statement and other comprehensive income:

2024 2023
£m £m
Operating cost — service cost
Current service cost 4.9 5.9
Administration expenses 1.2 0.9
Past service (credit) (0.2) (1.2)
Financing cost
Interest on net benefit liability/(assets) (0.7) (2.0)
Pension expense recognised in Income Statement 5.2 3.6
Re-measurements in OCI
Return on plan assets (in excess of) that recognised in net
interest (1.6) 103.6
Actuarial losses/(gains) due to changes in financial assumptions 1.6 (95.3)
Actuarial (gains)/losses due to changes in demographic assumptions (2.6) 12.3
Actuarial losses due to liability experience 9.0 40.7
Losses recognised in OCI 6.4 61.3
11.6 64.9

Losses recognised in Income Statement and OCI

Changes to the present value of the defined benefit obligations during the year

2024 2023

£m £m

Opening defined benefit obligation 556.4 599.4
Current service cost 4.9 5.9
Interest expense on defined benefit obligation 28.3 22.6
Actuarial losses/(gains) due to changes in financial assumptions 1.6 (95.3)
Actuarial (gains)/losses due to changes in demographic assumptions (2.6) 12.3
Actuarial losses due to liability experience 9.0 40.7
Net benefits paid out (28.7) (28.0)
Past service (credit) (0.2) (1.2)
568.7 556.4

Closing defined benefit obligation
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20. Retirement benefits (continued)

Changes to the fair value of scheme assets during the year

2024 2023

£m £m
Opening fair value of scheme assets 568.0 632.9
Interest income on scheme assets 29.0 24.6
Re-measurement gains/(losses) on scheme assets 1.6 (103.6)
Contributions by employer 5.9 43.0
Net benefits paid out (28.7) (28.0)
Administration costs incurred (1.2) (0.9)
Closing fair value of scheme assets 574.6 568.0
Additional analysis: 2024 2023

£m £m
Actual return on scheme assets
Interest income on scheme assets 29.0 24.6
Re-measurement gains/(losses) on scheme assets 1.6 (103.6)
Actual return on scheme assets 30.6 (79.0)
Analysis of amounts recognised in Other Comprehensive
Income
Total re-measurement losses (6.4) (61.3)
Total loss (6.4) (61.3)
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21. Deferred grants and contributions

Other Infrastr-
Requisi- contribu- Adopted ucture

tions tions sewers charges Total

£m £m £m £m £m
Balance at 1 July 2022 36.7 324 108.9 131.8 309.8
Received during the year 1.9 1.5 4.4 2.0 9.8
Amortised in year (0.3) (0.6) (1.0) (1.4) (3.3)
Balance at 30 June 2023 38.3 33.3 112.3 132.4 316.3
Balance at 1 July 2023 38.3 33.3 112.3 132.4 316.3
Received during the year 25 0.9 5.1 23 10.8
Amortised in year (0.4) (0.5) (0.8) (1.4) (3.1)
Balance at 30 June 2024 404 33.7 116.6 133.3 324.0

Amortised amounts are offset against depreciation charges in the income statement.

22. Provisions

Claim Restructuring

costs costs Total
£m £m
Balance at 1 July 2023 1.1 0.1 1.2
Provisions made during the year 0.2 0.2 0.4
Provisions used during the year - (0.2) (0.2)
Balance at 30 June 2024 1.3 0.1 1.4
Non-current - - -
Current 1.3 0.1 14
1.3 0.1 14

In the ordinary course of business, the Company is sometimes subject to claims and potential
litigation, whether from regulatory bodies, individuals or particular groups, related to one off
matters. The Directors consider that, where it is possible to be estimated reliably, a reasonable
and appropriate position has been taken in reflecting such items in these Financial Statements
in the note above. The provisions disclosed will be utilised with 12 months of 30 June 2024.

It is not currently possible to estimate the financial effect and likely timing of any associated
outflow of some matters, given that some are in early stages of discussion, the limited likelihood
of the claims against the Company being successful, or the potential range of possible
outcomes, and accordingly no provision has been made in the Financial Statements. No
reasonably possible financial outcome that would be significant to the Financial Statements has
been identified in relation to these remaining matters at the date of the issue of these Financial
Statements.
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23. Deferred tax assets and liabilities

Recognised deferred tax assets and liabilities

Deferred tax assets and liabilities are attributable to the following:

Liabilities Assets Net
2024 2023 2024 2023 2024 2023
£m £m £m £m £m £m
Property, plant and 696.7 644.8 (48.5) (46.7) 648.2 598.1
equipment
Employee benefits 1.5 2.9 - - 1.5 29
Losses - - (72.6) (13.1) (72.6) (13.1)
Provisions - - (0.1) (0.3) (0.1) (0.3)
Tax liabilities/(assets) 698.2 647.7 (121.2) (60.1) 577.0 587.6
Net of tax liabilities/(assets) (121.2) (60.1) 121.2 60.1 - -
Net tax liabilities 577.0 587.6 - - 577.0 587.6

Deferred tax assets have been recognised in respect of all temporary differences giving rise to
deferred tax assets because it is probable that these assets will be recovered.

Movement in deferred tax during the year

1 July Recognised Recognised 30 June
2023 in income in equity 2024
£m £m £m £m
Property, plant and equipment 598.1 50.1 - 648.2
Employee benefits 29 0.2 (1.6) 1.5
Losses (13.1) (59.5) - (72.6)
Provisions (0.3) 0.2 - (0.1)
587.6 (9.0) (1.6) 577.0
Movement in deferred tax during the prior year
Recognised Recognised 30 June
1 July 2022 in income in equity 2023
£m £m £m £m
Property, plant and equipment 594.9 3.2 - 598.1
Employee benefits 8.4 9.9 (15.4) 29
Losses - (13.1) - (13.1)
Provisions (0.3) - - (0.3)
603.0 0.0 (15.4) 587.6
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24. Capital and reserves

2024 2023
£ £

Issued, allotted, called up and fully paid
Ordinary shares of £1each 2 1
1
Shares classified as liabilities - -
Shares classified in shareholders’ funds 2 1
2 1

The holders of ordinary shares are entitled to receive dividends as declared from time to time and
are entitled to one vote per share at meetings of the Company.

On 27 November 2023 the company converted all non-distributable reserves to distributable
reserves by means of a bonus share issue and capital reduction (non-distributable reserves in 2023
were £478.6m).

25. Financial instruments
(a) Fair values of financial instruments

Fair value is the amount at which a financial instrument could be exchanged in an arms-length
transaction between informed and willing parties, other than a forced or liquidation sale. The fair
value of short term and floating rate borrowings approximate to book value. The fair value of long-
term fixed rate borrowings has been calculated using market values or discounted cash flow
techniques.

The IFRS 13 fair value hierarchy is a categorisation relating to the extent that the fair value can be
determined by reference to comparable market values. The hierarchy ranges from level 1 where
instruments are quoted on an active market through to level 3 where the assumptions used to derive
fair value do not have comparable market data.

The fair values of long-term fixed-rate inter-company borrowings are classified as level 1 in the IFRS
13 fair value hierarchy and have a carrying value of £1,589.7m and a fair value of £1,447.4m. The
fair values of long-term index-linked inter-company borrowings are classified as level 1 in the IFRS
13 fair value hierarchy and have a carrying value of £927.5m and a fair value of £934.8m. Bank
loans are classified as level 2 and have a carrying value of £567.5m and fair value of £567.5m. All
other loans and leases are classified as level 2 and have a carrying value and fair value of £4.3m.

It is the Company’s policy to recognise all the transfers into the levels and transfers out of the levels

at the date of the event or change in circumstances that caused the transfer. No liabilities are
classified as level 3.
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25. Financial instruments (continued)
(a) Fair values of financial instruments (continued)
Set out below is a comparison, by class, of the carrying amounts and fair values of the

Company’s financial instruments, other than those with carrying amounts that are reasonable
approximations of fair values:

Carrying  Fair =) /011 Levelz2 ™9 iirvalie Level1 Level2
amount value amount
2024 2024 2024 2024 2023 2023 2023 2023
£m £m £m £m £m £m £m £m

Financial liabilities
Interest-bearing loans and borrowings:

Fixed rate borrowings 1,589.7 1,447.4 1,4441 33 14881 12974 11974 100.0
Floating rate borrowings 571.8 571.8 - 571.8 485.6 485.6 - 485.6
Indexed-linked borrowings 927.5 934.8 934.8 - 932.0 1,074.8 1,074.8 -
Total financial liabilities 3,089.0 29540 2,378.9 5751 29057 2,857.8 22722 585.6

The management assessed that the fair values of cash and short-term deposits, trade
receivables, trade payables, bank overdrafts and other current liabilities approximate their
carrying amounts largely due to the short-term maturities of these instruments.

(b) Credit risk

Financial risk management;

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations and arises principally from the Company’s
receivables from customers and investment securities.

Other financial assets are short term deposits with terms of more than three months. The
counterparties have a credit rating of A1+/P1 or A1/P1, and hence there is minimal exposure

to credit risk for these values.

Cash and cash equivalents are short term deposits with counterparties that have a credit rating
of A1+/P1 or A1/P1, and hence there is minimal exposure to credit risk for these values.
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25. Financial instruments (continued)

(b) Credit risk (continued)

Other financial assets
Cash and cash equivalents

2024 2023
£m £m

- 45.0

- 126.7

- 171.7

The concentration of credit risk for amounts receivable from customers at the balance sheet

date by geographic region was:

South West England

2024 2023

£m £m
139.8 123.5
139.8 123.5

Billed and unbilled receivables are from domestic and business customers. No individual customer
or industrial sector has a material balance outstanding at either year end, aside from £15.5m from

Water 2 Business Ltd, a fellow subsidiary in the water industry.

No credit risk exists in relation to amounts owed by fellow group companies.

Set out below is the information about the credit risk exposure on the Company’s trade receivables

using a provision matrix.

Billed receivables
Unbilled receivables
Expected credit losses

The ageing of receivable is as follows:

Gross
2024
£m
Less than 1 year 137.0
110 2 years 16.2
2 to 3 years 12.9
3 to 4 years 11.5
More than 4 years 9.9
187.5

2024 2023
£m £m
104.0 88.9
83.5 73.1
(47.7) (38.5)
139.8 123.5
ECL rate ECL
2024 2024
% £m
8.0% (11.0)
57.4% (9.3)
68.2% (8.8)
75.7% (8.7)
100.0% (9.9)
25.4% (47.7)
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25. Financial instruments (continued)

(b) Credit risk (continued)

Gross ECL rate ECL
2023 2023 2023
£m % £m
Less than 1 year 115.2 8.9% (10.2)
1to 2 years 15.8 51.3% (8.1)
2 to 3 years 13.5 56.3% (7.6)
3 to 4 years 11.8 58.5% (6.9)
More than 4 years 5.7 100.0% (5.7)
162.0 23.8% (38.5)
Measured Billing Unmeasured Billing
Payment Method Direc.:t Direc.:t
Debit Normal Other Debit Normal Other
% % % % % %
Less than 1 year 13.1% 10.9% 23.2% 39.5% 12.2% 19.8%
1to 2 years 46.2% 29.1% 31.2% 48.5% 31.7% 29.9%
2 to 3 years 57.8% 50.8% 40.1% 54.5% 41.5% 42.0%
3 to 4 years 56.1% 66.1% 54.3% 58.5% 53.5% 63.8%
More than 4 years 99.4% 96.9% 78.9% 99.4% 96.7% 83.2%

The movement in the provision for expected credit losses in respect of trade receivables during
the year was as follows:

2024 2023

£m £m

Balance at 1 July (38.5) (41.5)
Written off 9.8 15.5
Adjustment for non-paying customers 0.8 0.8
Non-payers subsequently becoming payers (1.1) (0.7)
Charge to profit and loss (18.7) (12.6)
Balance at 30 June (47.7) (38.5)

The expected credit loss provision policy is shown in the accounting policies (note 1.9).
(c) Cash flow hedges

The Company does not have any cash flow hedges (2023: none).
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25. Financial Instruments (continued)

(d) Liquidity risk
Financial risk management

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as
they fall due. The Company is a regulated utility with a five-year settlement with the industry
regulator, which allows it to plan to a certain degree of accuracy the financial obligations in the
medium term. The Company has also secured long-term funding through bonds issued by its
subsidiary company. This means that the need to obtain additional finance has been spread
over future years and is not considered onerous in any one regulatory period.

The following are the contractual maturities of financial liabilities, including estimated interest
payments and excluding the effect of netting agreements:

Carrying Contractual Year Years Over 5
amount cash flows 1 2to5 years
2024 2024 2024 2024 2024
£m £m £m £m £m
Non derivative financial instruments
Lease liabilities 3.3 3.9 0.7 1.6 1.6
Unsecured bank loans 571.8 712.9 101.4 428.6 182.9
Inter-company loans 2,513.9 4,623.3 82.5 5241 4,016.7
Total financial instruments 3,089.0 5,340.2 184.6 954.3 4,201.3
Carrying Contractual Year Years Over 5
amount cash flows 1 2t05 years
2023 2023 2023 2023 2023
£m £m £m £m £m
Non derivative financial instruments
Lease liabilities 2.5 3.2 0.4 1.0 1.8
Unsecured bank loans 583.1 708.2 198.7 277.4 232.0
Inter-company loans 2,320.1 4,681.9 162.7 492.8 4,026.5
Total financial instruments 2,905.7 5,393.4 361.8 771.2 4,260.3
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25. Financial instruments (continued)

(e) Market risk

There is no exposure to equity or foreign currency risk, the interest rate risk is shown below.

Interest rate risk

At the year end the interest rate profile of the Company’s interest-bearing financial instruments
was:

2024 2023

£m £m

Fixed rate instruments 1,589.7 1,488.1
Floating rate instruments 571.8 485.6
Index linked instruments 927.5 932.0

3,089.0 2,905.7

The Company policy is to keep a significant proportion of total financial instruments in each of
the three categories.

Sensitivity

The floating rate instruments are sensitive to interest rate movements. If there was a 1%
increase in interest rates on those floating rate instruments at the balance sheet date, there
would be an additional interest charge to the income statement of £5.7m.

Inflation sensitivity

Index linked bonds are sensitive to movements in the inflation rate. A 1% increase in the
inflation rate at the balance sheet date would result in an additional interest charge to the
income statement of £9.3m.
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26. Capital management

For the purpose of the Company’s capital management, capital includes issued capital, share
premium and all other equity reserves attributable to the equity holders. The primary objective of the
Company’s capital management is to maximise the shareholder value.

The Company manages its capital structure and makes adjustments in light of changes in economic
conditions and the requirements of the financial covenants. To maintain or adjust the capital
structure, the Company may adjust the dividend payment to shareholders, return capital to
shareholders or issue new shares. The Company monitors capital using a gearing ratio, which is net
debt divided by Regulatory Capital Value (RCV). The Company’s policy is to keep the gearing ratio
below 70%. The Company includes within net debt interest bearing loans and borrowings, less cash
and short-term deposits, excluding discontinued operations.

2024 2023

£m £m

Cash at bank - (41.7)
Short-term deposits (less than 3 months) - (85.0)
Medium-term deposits (3-6 months) - (45.0)
Bank overdraft 4.3 -
Bank loans 567.5 583.1
Finance leases 3.3 2.5
Bonds 2,513.9 2,320.1
Total Net Debt 3,089.0 2,734.0
RCV at 30 June 4,331.6 4,125.0
Gearing 71.3% 66.3%

The RCV at March for each regulated water and sewerage company is published by Ofwat here:
https://www.ofwat.gov.uk/wp-content/uploads/2024/05/RCV-PR19_2024_Overall-.xIsx

In order to achieve this overall objective, the Company's capital management, among other things,
aims to ensure that it meets financial covenants attached to the interest-bearing loans and
borrowings that define capital structure requirements. Breaches in meeting the financial covenants
would permit the bank to immediately call loans and borrowings. There have been no breaches of
the financial covenants of any interest-bearing loans and borrowing in the current period.

No changes were made in the objectives, policies or processes for managing capital during the
years ended 30 June 2024 and 2023.

27. Commitments
Capital expenditure contracted but not provided at 30 June 2024 was £218.6m (2023: £150.1m).

The Company has guaranteed Bonds of £2,513.9m (2023: £2,320.1m) issued by its wholly owned
subsidiary company Wessex Water Services Finance Plc.

The Company has provided performance guarantees on its own behalf of £0.5m (2023: £0.5m).
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28. Contingent liabilities

Claims relating to the Environmental Information Regulations 2004 (EIR)

Alongside the rest of the sector, five claims have been issued against the Company. The
claims allege that in breach of the UK Environmental Information Regulation obligations, the
Company failed to provide environmental information free of charge. Consequently, the
personal search companies were required to purchase CON29DW searches in order to access
information. The claimants are seeking restitution of the sums paid, however, these sums are
not considered reliable. The Company is defending the claims. The first phase trial took place
in November and December 2023 and judgment was handed down on 28 June 2024. The
judgment is largely in the defendants’ favour and the trial judge has refused leave to appeal
(though the Claimants can re-apply to the Court of Appeal), In the absence of an appeal there
is still the possibility of a second phase trial (considering levels of compensation), however it
remains to be seen which issues fall to be determined at that trial or whether, in light of this
judgment, it is required at all.

Innovation competition

As part of the regulatory settlement for 2020-2025 Ofwat established a £200 million Innovation
competition to grow the water sector’s capacity to innovate. The competition is to be funded
from additional revenues collected from customer’s bills.

Each year companies are invited to submit projects which if successful are awarded funding
from the revenues already collected. If the company is unsuccessful the revenues are to be
transferred to those companies that were successful. If at the end of the regulatory period the
revenues have not been fully utilised the balance is returned to customers over the subsequent
regulatory period.

Due to the uncertainty surrounding the nature, timing and value of any spend and the early
stage of the competition, the Company does not believe a provision is appropriate.

Incident at Avonmouth Water Recycling Centre

Investigations into the incident at Avonmouth in December 2020 are ongoing. We continue to
co-operate with the investigating authorities. It is not possible to assess any financial penalties
or related costs that could be incurred as a result of such investigations.

Flow to full treatment investigation

In November 2021, Ofwat and the Environment Agency announced separate industry-wide
investigations into Flow to Full Treatment at waste water recycling centres. Ofwat has since
opened enforcement cases into all sewerage undertakers in England and Wales, including the
Company. Ofwat has yet to formally respond on the investigation of the Company and the
timing of a response is unknown, though In early August 2024 Ofwat published proposed
enforcement action in respect of three other companies, including proposed fines. The EA
continue to issue written requests for information and have conducted a number of visits of
Water Recycling Centres. The Company continues to cooperate with both organisations as
they conduct their investigations.
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29. Significant transactions with related parties

There were no transactions with key management personnel.

Directors’ emoluments have been disclosed in the Remuneration Committee Report.

There have been no transactions with pre-penultimate, penultimate and ultimate holding

companies described in note 30.

All other transactions with related parties and balances at the year end are summarised in the

following table:

Sales of goods and services:
Fellow subsidiaries

Other group companies
Immediate holding company
Associate companies

Purchase of goods and services:

Fellow subsidiaries

Other group companies
Immediate holding company
Associate companies

Interest expense:
Subsidiary

Year-end balances owing by:
Fellow subsidiaries

Other group companies
Immediate holding company
Associate companies

Year-end balances owing to:
Subsidiary
Immediate holding company

Terms and conditions of transactions with related parties

2024
£m

97.3
0.9
1.0
1.5

4.8
0.7
0.6
14.6

165.5

245
0.2
16.3
0.9

2,558.8
14.8

2023
£m

91.5
0.4
3.3
1.4

5.5
0.8
0.6
14.1

142.0

23.5
0.1
17.7
1.1

2,351.9
14.8

The sales to and purchases from related parties are made on terms equivalent to those that prevail

in arm’s length transactions.

At present the Company has no expected credit loss on intercompany receivables. The Company
has assessed the amounts of future cash flows and probability of default and concluded that no

material provision is required.

The Company has guaranteed Bonds of £2,513.9m (2023: £2,320.1m) issued by its wholly owned
subsidiary company Wessex Water Services Finance Plc. The bond proceeds are lent to WWSL

on the same terms as the bonds themselves.
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30. Ultimate parent company and parent company of larger group

The smallest group into which the financial statements of the Company are consolidated is that
headed by Wessex Water Ltd, a company incorporated in England whose registered address is
Wessex Water Operations Centre, Claverton Down, Bath, BA2 7WW.

The pre-penultimate, penultimate and ultimate holding companies are YTL Corporation Berhad,
Yeoh Tiong Lay & Sons Holdings Sdn Bhd (both registered in Malaysia) and Yeoh Tiong Lay &
Sons Family Holdings Ltd registered in Jersey.

The largest group in which the results of the Company are consolidated is that headed by YTL
Corporation Berhad incorporated in Malaysia. The consolidated financial statements of these
groups are available to the public and can be obtained from Menara YTL, 205 Jalan Bukit Bintang,
55100 Kuala Lumpur, Malaysia.

31. Subsequent events

The final dividend for the year was declared in June 2024 and paid in July 2024.

32. Accounting estimates and judgements

In preparing the financial statements and applying the accounting policies, the Company is required
to make reasonable estimates and judgements based on the available information, the most
significant of which are:

a) Defined benefit pension scheme deficit

In recognising the deficit on the balance sheet there are a number of assumptions concerning
inflation, rate of increase of salaries and pensions, mortality rates and interest rates that can have
a significant effect on the deficit recorded. These assumptions are discussed with independent
qualified actuaries and disclosed in note 20 to the financial statements. The sensitivities around
these assumptions are also reflected in the note.

b) Expected credit loss provision

The expected credit loss on outstanding receivables is a key estimate under IFRS 9. We base our
estimate of recoverability by grouping customers into similar economic profiles and applying a
percentage loss rate based on forward looking judgements on the future collection rates that are
likely to be achieved. In particular for the year ended 30 June 2024 this has included additional
considerations of the possible impact of the ongoing ‘cost of living crisis’ on the expected collection
rates of outstanding receivables at the balance sheet date. These assumptions are discussed in
note 25. A 1% reduction in collection rates would increase the expected credit loss allowance by
£5.7m.

c) Revenue recognition

The unbilled income accrual from metered water services requires an estimation of the amount of
commissioning unbilled charges at the period end. This is calculated using system generated
information based on average customer volume usage. A 2% movement in average consumption
equates to a £1.1m movement in the unbilled income accrual.
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32. Accounting estimates and judgements (continued)

d) Asset lives

Assets recorded in the Company’s fixed asset register are depreciated systematically using asset
lives assigned to the classification of the asset into a number of standard asset types. These asset
lives are subject to review based on historical performance, new technologies or new areas of
capital investment. A reduction in the asset life for property, plant and equipment of 1 year would
impact the depreciation charge by £10m.

Significant judgements

e) Classification of capital expenditure

Due to the high value of capital expenditure the judgements made on the classification of expenses
as operating or capital, and within capital between maintenance and enhancement, are key to the
preparation of the accounts. The Company follows both accounting standards and guidelines
issued by Ofwat in making these judgements.
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Independent Auditor’s Report to the members of Wessex Water
Services Limited

Opinion

We have audited the financial statements of Wessex Water Services Limited for the year ended 30
June 2024 which comprise the Income Statement, the Statement of Other Comprehensive Income,
the Statement of Financial Position, the Statement of Changes in Equity, the Statement of Cash
Flows, and the related notes 1 to 32, including material accounting policy information. The financial

reporting framework that has been applied in their preparation is applicable law and UK adopted
international accounting standards.

In our opinion, the financial statements:

e give a true and fair view of the company’s affairs as at 30 June 2024 and of its loss for the year
then ended;

e have been properly prepared in accordance with UK adopted international accounting
standards; and

e have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK))
and applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report. We are independent of
the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard as applied to other entities of public
interest, and we have fulfiled our other ethical responsibilities in accordance with these
requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern
basis of accounting in the preparation of the financial statements is appropriate. Our evaluation of
the directors’ assessment of the company’s ability to continue to adopt the going concern basis of
accounting included completing the following procedures:

¢ Gained an understanding of the process undertaken by management to perform the going
concern assessment, including discussion with management to ensure key factors were
taken into account.

¢ Obtained management’s forecast cash flows and covenant calculations covering the period
from 01 July 2024 to 31 December 2025 and agreed these to the Board approved budgets
and forecasts.

¢ Inquired of management as to their knowledge of events or conditions beyond the period of
their assessment that may cast significant doubt on the entity’s ability to continue as a going
concern.

o Tested the mathematical accuracy of the cash flow forecasts, as well as the calculation of
the forecast covenants.

e Compared forecast future cashflows to historical data, ensuring variations are in line with our
expectations, such as historical performance, and understanding of the business and
considered the reliability of past forecasts.
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Challenged the Company’s ability to obtain additional liquidity, with the support of our debt
advisory specialists and agreed available facilities to underlying agreements and the extent
of drawings thereunder to external confirmations.

Evaluated the timing of the additional funding during the going concern period against
management’s treasury plan.

Performed forecast covenant testing and considered any indicator of breach in the
assessment period.

Considered the most challenging but plausible downside scenario modelled by management
in respect of the assumptions used in the going concern assessment and included sensitivity
analysis on management’s forecast cashflows to understand how more severe the conditions
would have to be to breach liquidity and/or covenants.

We considered regulatory impacts such as the ongoing Ofwat price and tariff review, i.e.,
PR24, following Ofwat’s Draft Determination announcement on 11 July 2024 and the re-
submission made by the company in August 2024. This covers the period from April 2025 to
March 2030 on the going concern assessment period.

Verified that management’s going concern assessment took into account the Company's
updated PR24 submission, as well as a downside scenario reflecting the possibility of Ofwat's
final determination being less favourable than the revised plan.

Understood and challenged the Board’s controllable mitigation plans and the forecast impact
on the ability of the business to operate within its financial covenants. We obtained supporting
documentation to evaluate the plausibility and achievability of management’s mitigation plans
considering actions delivered to date.

Considered the results of other audit procedures and other knowledge obtained in the audit
and whether it was consistent with or contradicted management’s assumptions.

Assessed the appropriateness of disclosures within the Annual Report and Accounts.

Our key observations:

In November 2023, the Company secured a £200 million bond.

In June 2024, the Company secured a facility for £300m maturing in 12 months with an option
at its discretion, to extend for a further 6 months thereafter.

The Company increased its revolving bank facility in June 2024, from £225 million to
£300million. The undrawn amount of the revolving credit facility as at 31 August 2024 is
£105m.

Management’s going concern model incorporates the Company's updated PR24 submission,
as well as a downside scenario reflecting the possibility of Ofwat's final determination being
less favourable than the revised plan.

The Company has £66m of debt maturity payments to make from the date of approval of the
financial statements to the end of the going concern assessment period.

The Company will need to raise further funding before the end of the going concern
assessment period to be able to repay the new £300m facility and finance the capital
programme over the period.

Considering the assessment made by the Directors, as disclosed in the basis of preparation,
the Directors are satisfied that the likelihood of not securing the forecasted debt within the
going concern period is remote.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the company’s
ability to continue as a going concern for a period to 31 December 2025.
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Our responsibilities and the responsibilities of the directors with respect to going concern are
described in the relevant sections of this report. However, because not all future events or conditions
can be predicted, this statement is not a guarantee as to the company’s ability to continue as a going
concern.

Other information

The other information comprises the information included in the annual report, other than the
financial statements and our auditor’s report thereon. The directors are responsible for the other
information contained within the annual report.

Our opinion on the financial statements does not cover the other information and, except to the
extent otherwise explicitly stated in this report, we do not express any form of assurance conclusion
thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the
course of the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether this gives
rise to a material misstatement in the financial statements themselves. If, based on the work we have
performed, we conclude that there is a material misstatement of the other information, we are
required to report that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and

e the strategic report and directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified material misstatements in the strategic report or directors’
report.

We have nothing to report in respect of the following matters in relation to which the Companies Act

2006 requires us to report to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not
been received from branches not visited by us; or

¢ the financial statements are not in agreement with the accounting records and returns; or

e certain disclosures of directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.
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Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 141, the directors
are responsible for the preparation of the financial statements and for being satisfied that they give
a true and fair view, and for such internal control as the directors determine is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors either intend to liquidate the
company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

Explanation as to what extent the audit was considered capable of detecting irregularities,
including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect irregularities, including fraud.
The risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting
one resulting from error, as fraud may involve deliberate concealment by, for example, forgery or
intentional misrepresentations, or through collusion. The extent to which our procedures are
capable of detecting irregularities, including fraud is detailed below. However, the primary
responsibility for the prevention and detection of fraud rests with both those charged with governance
of the entity and management.

* We obtained an understanding of the legal and regulatory frameworks that are applicable to the
company and determined that the most significant are:
o UK adopted international accounting standards
Tax Legislation (Governed by HM Revenue and Customs)
General Data Protection Regulation
The UK Bribery Act
Anti-Money Laundering Legislation
Health & Safety Legislation
Ofwat Regulations
The Water Act (2003; 2014)
Environment Act (1995; 2021)

0O O O 0O O O O O

*  We understood how Wessex Water Services Limited is complying with those frameworks by
enquiring with management to understand how the company maintain and communicate its
policies and procedures in relation to these areas. We evaluated the entity level control
environment through discussion with management and in-house legal counsel and inspecting
and observing the control environment.
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» We assessed the susceptibility of the Company’s financial statements to material misstatement,
including how fraud might occur by meeting with management and internal audit to understand
where they considered there was susceptibility to fraud. We also considered performance
targets and the potential incentives or opportunities to manage earnings. We considered the
programmes and controls that the Company has established to address the risks identified, or
that otherwise prevent, deter and detect fraud; and how senior management monitors those
programs and controls. Where the risk was considered to be higher, we performed audit
procedures to address each identified fraud risk. These procedures included testing manual
journals and were designed to provide reasonable assurance that the financial statements were
free from material fraud.

» Based on this understanding we designed our audit procedures to identify noncompliance with
such laws and regulations. Our procedures involved making enquiries of key management and
in-house legal counsel, reviewing key policies, inspecting legal registers and correspondence of
non-compliance from the relevant authorities and reports from any external legal teams, and
reading board meeting minutes. We performed journal entry testing to ensure that there are no
unusual legal or penalty expenses incurred during the year that haven’t been disclosed and to
ensure that the management is in compliance with the applicable framework. For any non-
compliance noted, we assessed the accounting implications and read the financial statements
to evaluate the appropriateness of the disclosures.

A further description of our responsibilities for the audit of the financial statements is located on the

Financial Reporting Council’'s website at https://www.frc.org.uk/auditorsresponsibilities.  This
description forms part of our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to
the company’s members those matters we are required to state to them in an auditor’s report and
for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company’s members as a body, for our
audit work, for this report, or for the opinions we have formed.

DocuSigned by:

(/,p»\q i \/L"tu’\f\ (g lq

D32469810BDB4E1...

Simon O’Neill (Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
Bristol

20 September 2024
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