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OVERVIEW

CHAIR OF THE BOARD'S STATEMENT

QOur Purnose

As o company hmited by guarantee
without shareholders Glas Cymru
exists for ane purpose orly - to enable
Dwr Cymru Welsh Water [DCWW} its
whaolly owned regulated subsidiory, 1o
deliver the bes~ service possibie to its
customers, providing them with clecn
wholesome water ond removing ana
treating therr wastewster so thot it can
be returned to the environment withaut
causing narm Tris single-minded
focus on de wernng to the cammunities
within our opera“ing arec drives the
culture of all who maxe up DCWW - s
Board, its bxeculives, and 1ts warkforce
As Cnar | arr very proud when | hear
of aur people going above and beyond
to restore supphes to custorners ofter
a difficult mains burst or o severs
weather even® or nelping custorners
recover after sewer flooding caused

by a torrenmial storm or a blockage.
Conversely, | ond my colleagues on our
Board and our Executive are deeply
disappointed wher our service falls
short of what 15 expected or what we do
crectes harm to the environment

Dealvery

We recognise where we Neec fo '/mprove
our performance ana, as set out In

his CEO's message, Pete Perry and

his executve tecm nave clear, well
thought through and resourced plans to
deliver that improvement, plans whose
acfioning 1s subject lo detailled review
by our Quality & Safety Committea

on behalf of our Board Delvery i1s the
overnding focus of the business “or

this and tne commng year As set out

ir detail in the performance recovery
plan we have submitted to Ofwa™ and
ogainst which we and they measure our
achievernent we have some key targets
to achieve ta get ourselves bagx on fracx
— fewer pollution events, in particular
those cotegorised as serious by aur

Chair of the Board

environmenta: regulators, lower leakage,
fewer and shorter interruotions to supply,
and improved tap water qualty.

invaestment

In most cases investment in the assets
we use to deliver cur services Is the
base or which tho™ improvernent will
be achievea For many of the areas
where such impsovement 1s needed

it will toke longer than o single year,
and in some cases such as starm
averflows, longer than o & year Asset
Management Plan pernod (AMP}

We have invested significant y over

this current AMP which begen in
2020, with £483 milon of capital
expendture last year and £557 mullion
planned for 2024 to 2025, being the
final year of this regulatory period over
the whole of which we will have irnwvested
£2 O billion This ircludes £80 rmifhion
tha- has been made possible by our
not-for-snarenolaer status enablirg us
to reinvest into the business what would
otherwisc be paid ou* as dividends
This will oe £165 mill oan when these
projects are complete The plars we
have submitted to Ofwot for AMP8, the
next B-year requlatory pericd starting
in April 2025, woud have us invest over
£4 billion, cur highest ever planned
and the most we have assessed would
pass our three tests s t deliverable,
can our customers offord 1, ano con we
raise the finance necessary to support
it Gaining Ofwat’s agreement to our
pian 15 fundamental to ocur ckbility o
deliver the improvements we airm to
acnieve both for cur customers and
the environment

Lhailenges

Within our plaas for AMPS are scnemes
that w il tackle some of our most
challenging 1ssues Those facing aur
Card gan sewage works were h ghlighted
last year by the BBC Here sea water

€@ GLAS CYMRU ONLY
EXISTS TO DELIVER THE BEST
POSSIBLE SERVICE TO ITS
CUSTOMERS. 99
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is finding 1ts way Into the sewers end
the sait Ir the water 15 reaching with “he
freatmen* process, severely reducing the
capacity of the works and cousing the
frequent discharges "o find the most
cost-effectve solution for our customers
we tried, with the agreement of Natural
Resources Wales (NRW), a number oF
different things including lining port

of Cardigan's sewers However none
proved o permanent solution, leading
us to agree with NRW that we would
have to bulld a whole new works - thot
will cost of the order of £20 million

ond take 3 years 1o compolete Similarly
serious oollutions are typically caused
by assef foilure we have suffered 2
such pollutions over the last 18 months
resulting from faiiures on the south-east
coastal main that runs 18 miles

c:ong the Gwent levers. £84 mition

15 1ncluded 1n our PR24 subbrmisson

to Cfwat to replace this main. lssues
with ccceptablity of water are primarily
coused by iron and mangarese
depasts in cast iron trunk mamns of
which we still have 7000 miles |n each
ANMP we recondimor or replace a certain
length of these frunk meins and this will
continue for -he foreseeable future - 1n
the current AMP we are spending £720
million and in the next we have planned
£135 milion In the same vein our mos*
significant leakage and interruptions

to supply of waler are caoused by

frunk main bursts, In particular of

the osbestos cement mains tha- are
prevalent in west Wales These ore now
cround 60-90 years aold and over the
last 12 months have expenenced double
the rate of bursts than was the case

4 years ago Again we have sought
£66 millor in our PRZ4 subm ssion fo
start to address theso moins,

Chimate change plays o significant
part here as ground movement due
fo prolonged dry condifions and
sudden freeze/thaw, as both occurred
in 20272 are maojor causes of bursts

ANRUAL RLPOAT & ACCCLN SR TH Y ARTLN2ID T MARCE 2021 O
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it 15 only relative y recently that we
have appreciated through analysis
the full iImpact of ¢imcte chonge In
accelerating asse* deterioration With
much more extreme weather, as per
tne floading of 2023 and the never-
ending rair last winter ossefs ore be ng
required to perfarm under conditions
for wh ch they were not designed, and
the way we used fo coerate cur network
to optimise performance 15 having to
be rethought All the evidence suggests
tha! we must plan for this being aven
more the case In the future

By the end of the next AMP n 2030
we plan to have removed 90% of the
phosphate that we have a responsibility
ta remove in the catchmenr-s of the
Special Areas of Conservation (SAC)
rivers and to hove safisfactonty resolved
tne top 100 storm overflows (SO)
groded accerding to tne enviromentat
harme they cause To meel the critena
determined by NRW for o storm
overflow 1o be assessed as sa*is‘actory
we project that achieving tais status
for these 100 wil cost of the order of
£670C mullion To give an 1deo of the
scole of the challenge when We'sh
Water took over the sewe-age systern
frarm water nuthorities on privotisation
we assumed responsibility for 2,300
such averflows Some of these 'legacy’
storm overfiows were constructed
many years ago .n places tha* are
currently very difficult "o access ar
ever to know tral they exist For this
reason we hove around 120 that do not
currently have permits We want 1o gel
these permits estani sned as quickly
as possible as these averflows can
currenty pe cnaracrensed as cparating
llegally’ However, to do so reau.res
NRW to assess *heir effecr veness

and ¢ conseguent extendea penod of
measurermeant of ther environmen-al
impact Qur o, ogreed with NRW
and the Fawironment Agency (EA) 1s
to have ol such permits In place oy
027 prionit s ng those relating to the
SAC nvers

Priortisation s ey as there wil:
clways 0e more that we would ke fo
do tnan con be afferded delvered
and franced “or that we wor< witn
oJr stakeholders to understard therr
pricrntes ondg, macn oJdrs *o therrs
To prepare the plan for PR24 Welsr
Goverrment estaplisned ~he PR24
Farurm briagirg together e We sh
water comocnies “he environmental

Q2 ANNLAL - 2009 R AGLTOUR S D s v A

regulators, Ofwat, and the Consumer
Counctl for Water (CCW) to agree
priorities and rewiew our plans With
intense focus, particularly by the media,
on pollation and the operation of

tne sewerage sysrem if wos essennal
tna* there was clear policy to guide
priontsation, and this was provided
definitive y during 2073 by the First
Minister and the Minister for Ciimate
Change tnrough the'steers giver in tne
PR 22 Forum process We were tasked
with improving the guaobity of water in
tne 109 SAC nivers and more generally
reducing the harm fo the environment
coused by our eperations, orior tising
those investments that would have tne
greatest nenefit

Commentators ask whether we have
undernnvested in the past With a
substant al infrastructure, large
clements of which are old, there will
olways ne more we would like to replace
than i1s affordabkle, part cularly when
we recognise the financial pressure
o many of our customers who are
among tne mas! deprived in the UK
From 20071 to 2023 we raised bilfs
evary yeor by less than inflation, and
only by 6% 1n real ferms over that
long period, very conscious *nat our
bills were clready the second highest
in the industry This 15 coused by our
sewernge charges, which reflect the
considerable inves*ment we made
after privatisction to repuild our coastal
sewage works, to treat effluent rather
than pump ng it through long outfalls
to be discrarged untreated iInto the
sea. For those componies with inlard
sewage works, these nad been rebuil~
prics "o privatisation ot the toxpoyers’
expense ratner than the bill falling on
custorers It 1s no caincigence that
we ard Soutn West Water, witrk the
most cons'al works bave soTe ¢f the
highest sewerage charges In contrast,
wur water suppy s are the 3rd owest
In “he ingustry .0 the JK

R Pt

As we i as keeping our bills dowr we
used £2 8 b lhen der ved from nct
poying dvidends o sherenclders to
reduce the 93% gear-ng Gas Cymre
started with in 2001 when :t bought Dwr
Cymra We now nave ar-ong the lawes”
geor ng N the sector of 60% ard
consequently ameng the highest credit-
ratings Martairirg owr A roting 1s very
important It cllows us "o en;oy lower

L R W a0

interest costs, saving 1/4% agamnst
other water companies, and gives us
confidence in our ability to raise the
£37 bilion debt we will need before
the end of the next AMP ro refinarce
£2 4 billlon existing deot ma*urties
and secure the furtner funding tnat will
support the AMP8 capiral programme

f . .
Lottty

As we | as there being Imits to what
custorrers can offord and lending
investors will orovide, there 15 also a
it to how much our own business
and our supply chain can deliver -n
any set penod of hme As we prepare
for cnircrease of 118% 11 cur cap tal
expend ture in AMPE compored with
the curren” AM® we are weil advanced
with the procurerment of the necessary
canTractor resources and witn the
desigr and preparation of the AMP8
Year 1 construction pregrammae Our
aim s to nave £400 miliion of capital
projects ready ta start by the beginning
of the new ANMP

Whotever the post, we are where we
are and must, therefore, make os
much progress as we con as fas* as
we can Qur monagement team has
high amotions over *he period of the
next AMPE - to have returaed ¢ rhe

4 star Environmental Performance
Assessment (EPA) we last held in
2021 and to move to peing gssessed
by Ofwat as a iead'ng company from
our current sectar-logging roting. Trus
I1s not however, o turnaround that can
be actievec overnigrt or even i a
single year Tnere is, therefore *he rnisk
tha: even 1f we deliver thus programme
o investment and consequent
improve™ent n perforrnance we

moy experience otrer issues rhaf
reinforce adverse percephons about
cur business ana tne perfermance of
aJr mancgerent It s our culture fo
be open and hones* about prob ems,
trusming that sucn openness ard

< ary about what we are doing obout
the ssue, 1s viewea pasitively ard
creates supoort However, to achieve
this we krow that we need to oromoe
a broader understonaing ¢f the facts
tha- unoerlie perforrarce ssues As
an excmele, when there s drowght as
In 2027 and wa*er levels in reservors
fai sigmficantly re cormooasit.an of
the row water charges moking it
more diff cu' to “reat Ths creates re
potential for residuc. tas e ord odour



compounds that, guite understandably,
affect customers’ acceptabllity of the
fimshed produc* More of this must be
expected wrth ¢l mate change, so we
seek to develop innovotve approcches
to counter such effects, learmng

where possible from the expernence of
other wa*er companies in the UK and
alsewhere. As discussed later in this
repor’ {(pege 77}, during the current
AMP we have completed 69 innovation
projects drawn frorm proposars
submitred to our Innavation Portal,
investing £71 millicn in leveraged
research and cchieving o leverage rahio
cbove 8

We have sought to bulld that
understanding of what we are doing
arnong those who are closest to the
issues and those who are themseives
asked for an opinion on what 15
happerirg Gur management team
has, therefore, sought to Inform
tnose who represent communities in
LK, Welsh and iocal governments
and those with specific interest in

cuJr achy-fies such as the leaders

of Environmental NGOs and
represeriatives of the farming
community Owver the post year we
hove interacted with ~he estahlisherd
bathing growps in Wa es to understand
tre sites they use We have also
sougnt 1o nform ot the local level
ond have aadea to our team of River
Quality Liaison Managers which

was estoblished in =Y 23 to engage
community representatives witnin
river catchments, explaining our plans
and discussing issues at ‘irs” hard
on the ground In January we started
publishing mear real time {within 24
hours) data on spills from those storm
overflows that have the potentia. to
pollute beaches or popular n.and
bothing waters While our planis to
progressive'y reduce the number of
spills *hot create environmental harm,
publishing this information in the
mearwnile helps oeopie to plan wher
and where to swim

As our Executives demonstrated
when they appeared last year befare
committees of the Welsh Senedd
and the UK Porliament we will always
be open about 1ssues and what we
are doing about them. Equally 1t

15 Inevitab e, due to the scale and
complexity of operations, ono cur
ageing frastructura, that even i the
best-run water company there will be
1s5ues, We have B34 sewage works,
2,500 purmping stahons, 2,500 $0s,

36 000 kilometres of sewers and
3500 indwaual discharge permits
Our job 1s to minimise the number and
severity of fnese issues As regards
serious polluhons, NRW nghtly says
that they aim for zero, and we also plan
to achteve thar objective

In the same way when in 2022

our external assuronce adwiser

Jocobs raised questions about the
approprateness of the methodology
we were using te calculate leckoge In
our network, we iImmediately notified
Ofwat that we needed to investigate
further and might need to restate
previously reported figures We then
established a comittee of the Board
comprising myself and the Audir Chorr,
to ensure a comprehensive detalled
investigahon independent of the
affected management to estoblish

the facts, determine why the 1ssues
had oceurred, and what needed to

be done to rectify them anc prevent

a recurrence, ond form a view as 1o
the consequences Ofwat's own repart
reached very similar conciusions to our
own, In order to recover our leakoge
and PCC performance we gre investng
o further £59 muillion in the final *wo
years of AMP7,

We have goco reason to beleve that
such openness and focus on the
communities where we operate Is
appreciated by cur cusfomers and
other stakeholders. We remain Znd
placed in the inaustry for customer
frust according to CC Water's Water
Matters report publisned ir May 2024,
and we are 3rd placed of Water ong
Sewerage Companies an the C-Mex
household customer measure, Our
Woater Reslient Communities project in
Newport West welcomed almost 1000
pecple to its community day 10 early
Novermber to reach more vuinerable
customers, and the new visitors' centre
o the Llanishen/Lisvane reservors
received over 150,000 visi*tors in its
first 3 months of operafion against its
annual arget of 180,000

In o shareholder-owned company 1t 1s
clear *o0 whom the Chair ond colleagues
on the Roard are accountable - to
shareholders in gene al meeting If

the Board fails to ensure that the
compony’'s management delivers
aganst stakeholder expecrations

it con expect to be chellenged on
performarce n formal and informal

OVERVIEW

meehngs with shareholders, ard
ultmataly con be voted out of office by
shareholders What shareholders can
and cannot do is very clear y def ned
by the companry's constitution - its
memorandum and articles. what they
dc not do 1s to parhcipale directly

In setting the company's strategy or
managing 1ts business Those are for
the company's Board which delegates
cuthority for the development and
implementation of agreed strategy

to the CEO and therr appointed
rmanagement feam

Qur Boord has identical
accountabibities but to our Members
rather than shareholders The Board 1s
similarly chollenged on its performance
in formai meetings and by indivdual
members informaly durirg the course
of the year. When the Company’s
constifution was developed in 2007 1t
aimed to rirror the governance of a
listed company: indeed, we volun-arily
follow the UK Corparate Governance
Code. Our Members have largely

the same powers as sharehoiders,

but urlike sharenolaers they have no
finoncial interest in the business thewr
scle ‘nterest 1s ta contribute fo the
Company delivening its Purpose to

Its customers, bringing to bear therr
personal skills and experience and
understanding of what i1s needed by the
communities of which they are ¢ part.

We recognisc the portance of being
fransparent about now accountability
is exercised in practice, particularly
given the infense scrutiny faced by all
companies in the woter sector This
year we have reinstated our pre-Cowvid
proctice of holding infermal regional
mee ings for our Members with our
management - twice o year in 3
locohors — with o signficant amoant
of time for unstruciured questons
Each of our Committee Chars will take
a slot at this year's AGM to outline

the stewaraship exercised by their
Committee during “he past year To
underscore further the Independence of
the process of selechng rew Members
we have invited existing Members with
no ofher association with the Company
to put themselves forward for electon
to tne Independent Members Se ection
Panel charred by Sir Paul Silk As

weli as circulating detalled rircres

to Members after each of our formal
meetings we w lf inc ude @ summary of
thot activity in our future Annual Reporf
& Accounts

ANNCAL BIHPORT & ACCOCUNTS FO2 1RO VAR CNIOED 31 MASRZ 2329 03
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Colanorabon

Much of what we want to achieve
invelves working with others 1o find
solutars and acheve chiecves The
Welsh Governrment has an objective
of reduming the amount of water vsed
and Ofwat iz ke to task us to hring
per copita consumphan {(PCC) down
significantly by 2030 Trus, however,
depends on ochon being ~cken by oor
household ond business cusiomers 1o
use less warer, We can provide suppert
by suggesting steps tha could oe
faken and by derhfying where water
15 currently wasted Equally, customers
il nightly ‘ook "o us ¢ avoic washng
treated woter throogh euks and we
have put tagether o very substanhia
programme of wor< to idenhfy ard

fix Jeaks on our runk mains and
distribution network Across the final 2
years of the current AMP we anhicipats
spending around £150 millipa an this
The miggest cause of sewer flooding
15 bloc<ages, "o which the maost
signtitcant contrik utor 1s the Huskieg
of wet wipes While we continue to

argue for islatior 10 o plasne wet

wipes, in the intenm we ercourage ot
custornory o think hefore thay Hosh!
Fegarding pollution sur amas o hind,
wherever ‘easible, sustainable solufions
to storm avertlows using approcctes
sJach as reed beds to filter overflows
instead of bullding large concrate
storage tanks witn ¢ Jarraging carben
footprne To do seanwolaas collaborating
with landaw ers and local author has
to idennty appropnate sites for

sach sclemes

Afongside cur primar;, purpose of
provicing cntcol notonal icfrastroctirs
we Gheo aimn to makea the greciast
contnbaton we car to the commenmes
A serve Thsas one of the prncipad
tacuses of tre Boaord's Zrvircnment
Socicl aod Zovernenes Lomrn tees
zsranlched n 2027 Recent unalvs s by
the Cararff Business boncol assesses
that our act vibies aad £lbn -o the
Welsk aconory Ve empuoy ‘ot March
1260 almast 4,000 peanle directly

cind we astivote that we create at

=1

leas" the same rumber of joos aga.-

in our supply chorny and that tee
cooitai pragramme for AMPE 15 lize'y
te gve nse 10 a further 2000 jobs in

constructior Almost 30,000 children
aftended our edacation programrme
0 2023 ard we were dehghrad inst
Septernber to welcome Lyrae MNeagle,
Daputy Minister for Mee=al Health and
Welloing, ond Julle Morgan, Welsh
Senned Member for Cordi®f Notth,

to formally open our new visitors’
centro at the resrored _lanisnen and
Lisvane reservoirs Given that within
ouF DRPETANTY Qren ore curnrnunmties
~1th the greatest evel of socal
deprivanion in the LK we o'ter the
highest contnbution to social tarfls of
cy waler company and have recently
expanded our schemes to target those
working cusiomers Aot on Means-
tested benetits but who have negatfive
budgets

Flavng jonad the Board of Glas Cymrs
in May 2016 this will be my last Anaual
Report as | wil retire ot the end of
2024 Our Semwr Independernt Directar,
So Kennck s well advar zed leading
the Normmmahion Corm tree in s2lecting
who they wil recemmend te the Boaord
te be my succ

EX:ield

It has been o ornvilege to chair a
comrertial orgamsaton with sucn
a strong soiol comaritment toats

country, fhe communhes - sasvas amd

cll of i*s custernars It has 2 “can do’
culture thot cares deeoly abaout the
Quality of he sarvicas it prondes ara
its impaet on the environmean Whila an
the one hard heng ooen Lonsultative
and corsensaal both internally ar
cmeng ifs stokebolders when there s 2
<1 wisat has to, and does respond mith
military e'ficiency ond precision, with nc
caein the respense team hemng 1o
doual os to wnat to do whe s cnd Fow -

v

fne aocepioble face of commond and
rontrcl”

The chollenges tazing the
maragement team are cormelex
sod mealt focered 17 has to delivar

twos dist net etements of cnhie s

aancnal nfrastructure  cleas water

and sewsge - woile seexn 3 to

serisfy o myned of stokekokders

- zociety oo large, We sh LA and
‘o Goarrments, un eroncm C
requlator ecrardarmectal regu atos
i Englant ana Walss tne Dnnkag
‘Morer irspectorate the Cgasurner

Couac] for Water cur owa Justaime:

Cholenge Grovp, and Environmental
NGOs, and of course our Members,
to name but o few My learcung from
my pravious rales was fur the Board
to focus on manage™ent s progress
threugn the regular review of o mited
romner of key delverab es thal would
determing the company's success N
implemeanting its strategy. This current
regulatory period — AMPY - has £6
Petformonce Cormnmipments defined
by ous regulator against which the
effectiveness of aur rronagement 1s
assessed All of this s taking ploce
agunst o bovkdroo of inferse sotietc)
crd media focus thar s nghtly
finding us wantirg aganst Today's
uxpec'nhoms ohd U‘v‘ﬂg a qPW(_‘I'OgE
systen that has s ongirs n histary
but whose redesign wll cast billions
and take mulhipic AMPS to achieve

| have vigh regard “or the copakibity
and commirment of Welsn Water <
ranagement and have taken greot
pleusure 10 seeing enthusashe,
cornmitted young men ard women
from all backgrounds qain expenence
und take on ever more demanc ng
roles cn thenr poth "¢ cecame the
teaders of the future

| fiope that when | retire the Company
vl mave receved from Ofwet o

Final Ceterirunat o for AMPS

that s debverable, atfordabie and
finonceable one thot will nrovide the
rosoureos aeeded te make sigmbicont
prog-ess over the next Yive years in
thosk orecs where it curremthy, fares 13
greatest chalences, ana suponors the
Zompany reohsirgats asion ~ “To Eomn
the Trost of gur Customers Dvery Day !
| ofter my sincere thanks 10 oll *hose
in el Worer wh o give w0 much of
thermselves to make this o reality, nd
for thew contribution cnd support aver
the nerod | have been the Char

e -
Garpnr )

i N -

Chatr of the Board

& dune 2024




OVERVIEW

WE ARE WELSH WATER

Since the inception of Glas Cymru our
aim 1s to own, finonce and manage
Welsh Water for the benefit of ts
customers This has consistently defined
our Purpose from the very beginning,
ond in 2018 a new, more formal
Staternent of Purpose (see right} was
incorporated 1n the Company's articles
of asscciation. As a cempany hmited
by guarantee without shareholders
Glas Cyrmru exists for one purpose
only - to enable Dwr Cymru Welsh
Water (DCWW), its wholly-owned
regulatea subs:diary, to deliver the
best service possibie to its custamers
We provide essential pubric services
to our customers by supplying their
drinking woter and then carrying away
and dealing wit~ their wostewater

11 a sustainable maonner, one which
protects our environment ana the
biodiversity 't supports. As a long-
term Welsh infrastructure business, we
align our plans and our own weiibeing
commitments (published in 2020) to
the Well-being of Future Generations
[(Wa'es) Act, and are proud fo support
Walsh culture and language provision

See page 08 for more on who we
serve and our stakeholders

]

Read more about us online af
corporate dwreymru.com/en

Qur company purpose is to provide high-quality and better-value water and
environmental services, so as to enhance the wellbeing of our customers
ond the communities we serve, both now and for generations to come.

We consider our Purpose, Vision and Valles to be mutually reinfarcing
elements of how we aperate and of our corporate culture

Ourvision 1s to earn the tras' of our customiers svery aay

Excellence

g

Proud
to put
CUSTOMErs

The addr on of Tquary far all on o disusct Veloe reflects ocur ircreass nonmatee, ‘o
sappart and o nprove sue cauality, diversite aod oacl simn (EDN See the tage study an

page 12 wonch dlostrotes warme of sur progress v o areg



COVERVIEW

WHAT WE DO

Our Purpose, Yision and Valees all port towards o relentless focus on applying all our available rescorces ta mes~ing
e aceds of our custemers providing the best possible sutcomes Nevertheless, we fully acknowledge that our delivary
of services and our environmental performance have not been at the required tevels 1n recent pericgs, and s0 our

current prionties are

Improving delivery
of our services fo
customers and performance
communities

115 our joo ta lgok ofter water for those 1n our
ooerating arsa supporting pubhe health and
the foncticning of people s daily Ives

= borrow water from the water cycle,
zollecting and stonag it in reservoirs
but leaving atound 97% 10 te natural
environmeant,

o clean it at one of cur 0O water treatment
works 1o moke sJre t s safe to drnk, ana

* pipe to our custamers for frem o use
whenever tney nesd v

»  take awoy wastewa’er, ond
» freat f so it con oe returned ta our rivers
ard seas

»owork alth lardowners o prevent
contamingnicn of “ne wcrer that -urs off the
bils and other surfaces ints resarvons

« buld and meintam a tuge msset base
including dars, troatmers works for both
rov. and wastawster, and an exensive
vt aark of pipes and punrpng stahons to
mMove water around

Qur business model is more forma'y described ir terms
of Inputs, process and outputs on poge 10

06 AN R w0 g ACEC R S TE VP LV A N 3 3 WA i 205

Improving our
environmental

Ensuring resilience and sustainability to
support our activity over the long term,
and the delivery of our Welsh Water 2050
strategy and £ESG objectives

Sometimes our ossets will fall or will be overwhelmed oy
extreme rainfall or cold weather, disrupting the supply of
clean water or the removal and treatment of wastewater
When tris happens, we work hard fo fix things as soon as
oossible to reduce any inconvenience 1o owr customers and
narm to the envircnment

«  operating visiter centres for recreat ona and wellbeing
pUrposes,

*  supporting custorrers in volreraoble crcumstances,
whether financial or otherwise,

+ prowviding funa ng for community projecs,

* colloborating with cthers on reseorcn ond nnovator to
create more affective and efficient ways of operating,

= running progrommes to educaote tne younger generation
In good practice 1n using water ard disposing of
wastewater, and

*  making a major confribution “o “he Welsh economy
directly providing jobs and po*ertally iorg and rewarding
careers for our workforce of ¢ 4000 peoole (ot Marcn
2024} and indirectly supporting another ¢ 5000 |obs
within aur suppliers' ana contractors' businesses

*  protectirg the natural cavironment from harm
inctud-ng poltution},

* improving the resihence and sustainability of our
cperations, assets and services,

= odapting to be ready ond able to cope with current and
future challenges such os

= chimote change,

= agrowirg and ogeing popu ation, and

* on egeing asset base, large parts of wneh were
designed for very d flerent requirermments ano conditions
to thase we see todoy and expect In coming decodes;

*+ mproving “he qua ty of the warer in our rivers ard a*
oLr DEQCnes,

+ protecting and mproving bodiversity

+ reducirg our greernhouse gas emissions ond

= morovirg our e~ergy efficiency ans moving to ret
zero carbon

« Ar ogeng asse’ base, large parts of wh ok were
designed for very d.fferent requirements ana conditions
to fhose we see today ond exoect in coming decades



OUR OPERATING AREA

Dur dnnking water sapply AT00 Covors

Wialas and Herafordshire o~

Demographic and
socio-economic factors

Much of cur customer population

is widely dispersed in rural areas,
meaning more kilometres of pipes
and more treatment works per
customer. Qur water network includes
many upland reserveoirs and grovity-
fed systerms, which mecns pipelines
have to work under very high pressure,
exacerbahng the challenge 1n relotion
tc mains bursts and general network
maintenance.

Between 2012 and 2022 around

21% of people in Wales were hving in
relative income poverty (source Welsh
Government) and recent economic
conditions mean this situation 1s likely
to hove worsened. Econormiu outpu!
{Gross Volue Added) and household
incomes are generally lower in Wales
than in the UK as g whole. This
backdrop presents us with addional
challenges in ensuring affordability of
bills and 1n baloncing affordability with
investrment needs

—— Wales boundary
- Water region boundory

—— Sewerage region
boundary

most ot

paorts of Degside

stasiewntar nosanrk covers moost of Walen

Natural environmental factors

The choractenstics of our operating
area pose a unigue sef of challenges
for us as o water company. While
the high rainfail levels compared

to eastern ports of the UK are a
positive in ferms of water resources,
they also increase the rnisk of
flooding and put pressure on our
management of surface woter and
our wastewater networks. Our mix

of coastal lowlands and mountain
uplands with o generally dispersed
population creates challenges as our
network has to cperate under high
pressure; ond access for maintenance
and repoirs con be difficult We also
have o long coastline and many
small and ecolegically sensitive rivers
compared fo other WASCs (Water
and Sewerage Companies)

AMNCAL REPORD & ACCCUN S22 75 ¥ AR CNOLL 31 MARC = 2024

OVERVIEW

Holyhead

Anglasey

Pwithek

Foshgugrd

Climate adaptation

The extrermes of weather in recent
years, ranging from the long drought
of 2022, through the severe freeze/
thaw events in late 2022 to early
2023, to the intensity and frequency
of Met Gffice-named starms in

FY 24 have reinforced the need to
ensure we adapt our asset base

and services to cape with the

threats of climate change. Specific
responses include creating better
flood pretecticn around some of cur
rmore susceptible treatrnent works,
improving our monitoring capability to
identify problems earlier, and building
additional storage capacity to cope
with extreme rainfall. We have also
recrganised some of aur emergency
response operations fo be able to
act more quickly and effectively to fix
operationa! problems, and are inking
up parts of our network to enable

us to maintain supply dunng times
of drouvght or otherwise restricted
water availability

oT



OVERVIEW

WHO WE SERVE

Household custorners

OF REVENUE

We provide essential services to
more than 3 milion peopie, iIncluding
supplying dninking water to most of
Wales and Hereferdshire and parts of
Deestde. We also provide wastewater
services to most of Waoles ond
Herefordshire

QOur stakeholders

Business customers

OF REVENUE

We have around 110,000 business
(or non-household) customers

They include everything from large
indusirial sites to smali high-street
shops and offices, agnculiural
businesses, local authonties, charities,
and educational ond health facilities.

Developer customers

.
.‘.)'
T

OF REVENUE

We work with new entrants and
vanations, self-lay providers and
developers ranging from large housing
or commercial building developers

to individual housebuilders, providing
new water ond sewerage connections
and supporting on-site ‘self-lay’
providers in line with the standards
and legislation in our operating areas

It is important that all our services
meet the highest standards Werking
with developers in this way helps us to
play our part In supporting economic
development and growth in the
communifies we serve

Qur srokeholders play cnimportant role n shaping our plans ond ambrions Tne value we create for each stakeholder group
1s summansed as part of our bus ness model on poge 10 We undertoke extensive enrgogement achivity with “hese groups,
toking account of their interests and cur own objectves These activities which are close y moritored oy our ESG Committee
are set out on pages 54 to 55 Ergagement by the Board ana the effect + has on Boord decision making 1s set aut on

pages 51to 53

92

RESERVOIRS MANAGED




OVERVIEW

STRATEGIC THEMES
AND ENABLERS

Quwr strategic themes
For the purposes of clanty in this report we group oLr achivity ond plans inte 2 strategic themes

-

ryICe Cienesry Fo o custorraens

and cormrmunites

which includes cur water supply and wastewoter
services and achvity providing social value as
doscribed above For convenience and simplicity
we refer to this theme thraughout the rest of this
report as 'Service Delivery'

Service Delivery

‘ Strategic themres
x%f? Enablers

We also report under o separate category of

which includes our activity te protect and

support the enviranment ond 10 adap: to future
environmental challenges such as climate chenge,
protecting brodivers ty and reducing env-enmental
harm created by cur operofions. For conven ence
and simplicity we refer to this theme trroughout
the rest of this repart as 'Environment.

We develop and implement policies *hat allow the business to sustain its delivery and ervironmental goals into the

long-term ard, therefore. ochieve our P050 goals. Hav ng a sustainabte approacn 1o our business 1s therefore a

prerequisite of delivering against the Z050 prormise

Qur enablers
Our s*rateg ¢ themes are supported by the way we work, illustrated here

As o rot-for-shareholder bus ness we are more

able to focus on the needs of our custemers and
communities ond to offer an attractive investrrent
propasition to bond investars when we need to raise
money to pay for our investment plans We have one
of the strongest credit ratings in the water sector,
keeping our financing costs low and helping to
maintain offordabie services

For rare infarmation on cur strong and stable
firancing see page 24

Class A° Al AN A

Closs B AL A A
Class € Bao? BBE BEB-
Outloo< Stob e Negative Stable

T The Coass A Loy ore guarantesd by Sssured Ouarary I

Lmitad LAT/AA/Net rat=dy ard re.erl "o the 1 gher of e
guoraitor's rahing ond tho wvaocrlyaeg bond ratings

We recognise that strong governance Is essential
to gain and maintain the trist of our stakeholders
and to help us fo achieve the oulcomes they
war* Tnis starts with the -one ot the fop set by
on experienced Bocerd {the majority of whom are
independent Non-Executive Directors) and a clear
and comprehensive governance framewark which
benefits from significant oversight end challenge
from a number of Independent elements This
frarmework 1s described in the Governance section of
this report  see nage 36

Boord independence at 31 March 2024

& [ F . H N
R - . e Char
. - -] Esecutve Director
B “ NED

Iotnl Directors @, Independent NEDs o
Praporiion of Directors who are mdependent 66 7%

Oirectors’ biogrophical details are prowvided on
pages 102 to 105,

ANNULAL RERPOIRT & ACLO N S =0+ TH_OYoA ENDILD 47 MARTH 2024 Q9



OVERVIEW

OUR BUSINESS PROCESS

~otuts angd oy

AT T >
"y
Ed \
- . # -7 N
Our almest 4000 people (ot of water
tdarch 2024, are committed to
providing excel'ence in everything
they do e
of water
2 of water to
We welcome ¢lase cnd open 3 1 customers
retationships atk all regulatory and
goverrment bodies and recagrise
tha! warking togoether prodfucaes :‘}-\W ERLE
better outcomeas for our custome's \!g of wastewater from
and The commun fres we serve A customers
of waste water

We run ssttensive customer
feedbnck progrommes fo I
inform our plans, (o improve oor of waste into energy
cperations and o provide e best o power our sites
pasab'e services pa

NN

SN

SN water fo the rivers hd

N )

Our desred outputs >

We wark clesely wth aur suophers
cnd cortraotors ty sosure they
daliier good value for money o
suppart ~he aftordabdity of vur cwn
SErVILES
Excalen: ostamer serice
for Wnies”

Sate gh guality and rehable
Ye deveiop mamntain and cperate

an exfensiee infrastrocture o

cdunkireg water for Wiakes”

. ac eff e - c
deliver aur secvnizes ef 1ove Iy now Suppuring e future of
cnd decades to ccme Tineroing 1S

commugmties o Yaley”

proviced By vestors in our oands

Ve Lse Wo es nere 3y 0 proxy ‘or our
operat~g arec wr ch s uescr oed on
noge 07

The ocecnic clirmate 1n Wales
prov aes roanfall of gues 3000 mm

per annLm 1 oo ports of oor

cperatirg areo. netaoly Dnowacma
Famful i e sotherr osland
creas tends ¢ oe urer und ess

inferse:

TR oL VEAE LN D 3 WA e SO

10

We prowide jobs and potentially long
rewarding and fUifilling careers in

a supportive and .nclusie workirg
anaronment

We melp nhaintain public hea th by
provichng sofe drink ng water and
waste Treatment sorvices Ve provide
admtional seoetol benefits with cur
soqial tanffs, educaton programmes
and wisitor centres

Qur activihigs suppert ¢ 5000 jobs in
aur suppy chan and maoake a miaor
ontrbzution (o the Welsh ord UK
cconcmies partly due to our ne=d 1o
engage suppliers ana contractors fo
SJpRart our sperations

We plan for the lorg term, building
respence and sustarmabity inte sur
seraces ana reduc ng harm to the
anvironment caosed by burman ac ety

“hrough vour eagagemert wilh o
ride range of suppl ers and other
grouns we share and iearn from
beit practce contributing to a
Team vales appisach to dive
betrer autcomes for all

Wee provades tair and oa-nsk return-
o our bocd wevestoee

Whe meip folf lregulator, ana

o errment paliny objecti e n an
Lpen r)-’3d 'fﬂw"l‘;pcf‘:.‘l‘ﬁ roarcer



- HOWWEWORK

A single clear Purpose

In recent years the UK water seclor
has been under significant scruhiny as
custormer expectations have changed,
environmental regulations have been
fightened, and companies have tried fo
respond o the increosing chollenges
of climate change and its effect on
ageing - frastructure, while maintaiang
offordable bills during a cost-of-

Iving cnsis,

Our clear Purpose and our not-tor-
shareholder stotus provide us with @
single-rminded focus on applying oll our
ovailable resources to meet the needs
of our custorners, and contributing

to the commurihes of which we are

an integral part as a prowvider of
essential utilities

Qur eulture

Qur culture s driven by cur Vision which
13 'to earn the trust of our customers
every day) and s underpinned by our
Values Cur clear Purpose helps Js
focus on delivenng the best outcomes
for our custorrers and the environment
We are always striving to do o better
job, and we do 1t through learning,
innovating, embracing change and
shanng best practice internally and wath
other organisations

To help achieve tnis, we have cleary
defined plans, driven by measurable
targets To deliver thesze plans we rely
on our pecple, who hove the highest
levels of motivahon, ergageneant and o
strong deswre to 'do he nght thing'

We amn fo always be clear when
samething has not gone nght, to
recogmise where we are not achieving
as we should, ond to develop clear
plans to do better,

e T S AT ¢

s S o s T

A e

OVERVIEW

We recognise the volue of diversity of
thinking within cur argamsohon It s
why we do oll we con to vromaote and
encourage o more diverse workforce,
attrachng the best people ond
reflecting the communities we serve
We ann to fosrer aninclusive culture
where everyona con pe themselves,
reoch thew full potental, contr bute o
the Company's success and snjoy a
healtny and rewarding career.

It s inherent in our culfure fo histen

to customers and o her stokebolders

to understand therr evohang needs,
modify our strategy and plans as
appropnate and app’y our culture and
Values to meet those neads, now and 10
the tuture

AMNLAL REPORT % ACLUUNTS




OVERVIEW

VALUES IN ACTION

12

Our core vawue hat ‘Satety Takas Every Parson’ aims

to ensure that everyore rerrauns healthy and sofe in
the work environment Linmarely, our objective 15 1o
affoin Goinjury-free eavironment and have o lanag term
health, safet, and wellbeng imerevement strategy, aur
Youtrey to Zero” This strategy erbodies how we will
eliminate hacords and maimise the health and safoty
rsks to ourselves and o anyone ofse who might be
affected by wha* we dn

Durng *he past year we hove retaine 1 sur Royal Saziety
‘or the Prevent or of Acciderts Gold award and the Welsh
Governments Plataurm Corporate Heallr award Yoo can
read reore fuly about our journey o ze e’ I Bur AnPLal
Health, Sofery and Well being repart https f/cerporate
dwroymirucorr fen/hbrary fhealth -and aufety-repeorts

AHMNIEL ZEPORT & 400 1 ILTS PO THL YL AR ERLEL 37 A= 2

Ta cdaress the desired bolamce of 4 diverse worktorce
wr need to attract and recrur more candidates from
vnder represerted groups As of January 2074 our
appliconcas frorm those In under-represented groups
stoad ot 8%, up trom 4% 1r the prior year, ' s has been
drvern oy a numher o n tatwves summansed oelow

* WNe guorantee aninterveew for GNY Gpplicants who
can gemaonstrate that they meet the roirreorm role
requirements and are from ar
uider-represented greup

- We have shanged the language used 1n our adverts
ond Jok descnplions to be more nciusive

+ e use job boords rerget ng
wader ragrasented gro sps

+ We have held school based careers ovents aimed at

wader roprezented grops

leb ating

+ Ve nave atter ded cammurty avents e
diversity such as 2rae and Ramadan

Ve ore encouraged by "he screase 11 cpplcators noreo
Above and ware slecsed rhar nur latest otaff =nJoagerment
sLrvey showed ot 8240 of those 19 sur Lader
represented greaps dec ared they ey are treated
ecpually cncl fury ragardleass of faenr packagrse od ard zan

oe thersolies ot work



OVERVIEW

REGULATORY AND PERFORMANCE
MEASUREMENT FRAMEWORKS

Qur economic regulator, Ofwat
framewark for us and ofthar waoter ¢

Price Reviews every b years sat irmats
oo customer bills, taking info account
expenditure needs and f nancial focrors
such as interest rates. The latest, PR
24, covers the penod 2025 to 2030
This penod will be reterred to as Asset
Manogement Period (AMPIE Ofwat
will determ ne performance fargets
{annual and for the period as a whaole
for certain performance comemitrments
(PC), and will specify the oas s on
~hich these are masasured to ensure
consistency and comparability across
the sector The PC targets are used
for penadic reporting to Ofwat and
for setting financial rewards and
penaltes for our perfarmance on some
measures Management prepares
annual business plans in this contax
and followng Beard approval of these
plans, the Board uses them o monitor
the Group's performance

(AR SRR R A

We alsc bave o long-term strategy
Welsh Water 2050, or WW 2050},
first puhlished 1in 2018 and last “ully
gpdated in 2022, which sets out owr
lona-term ambitions and goals

Sustanahility 1s o cornerstone of WW
2050, which s further supplemented
by our 10 ESG abjectives and our

/ Wetbeing Goals, whicn are closely
aligned to the Well-being of Future
Generations (Wales) Act (The Act), the
LN sustoinable developrment gools
(SDG) and the 10 principles of the UN
Slobal Compact

See page 19 ‘or How we Plan,
nages 20 10 23 for cur AMP
perfarmance 10 the year, page
73 for our LSG objectivas, and
page 50 for more on WV 2050

See alsc Appendix B on
page 216 for o surmmary of our key
requlators

2t the nlanaing and performance

This and the preceding pages are
intended to provide o bref but broad
introduction 1o our business and

the contaxt in which we operate

The immediately fellowng sections
{Chief Executve's message o page 15,
Performance Summary on pages 20
to 23 and CFU's review on page 24
set out i more detan our recen
pertormaonce and position
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STRATEGIC REPORT

CHIEF EXECUTIVE'S MESSAGE

203723 buckground

From o weather perspective, 2023 wos
almost the complete oppos:te of the
previows year ~he drougnt of 2022 saw
the hottest ever temperoture recorded
in Wales, the driest pericd on record,
and was more intense than similar
severe circumstances last seen in 1976

Whereas 20232 was o wetter than
average year overall the vanability 1n
weather meant Waies experienced its
wettest ever March and dnest ever May,
two new records In as mony months!
Algned "o this, only two months in the
whole year, Moy and June, sow rainfall
below the long-term average {LTA] We
also experienced the wet-est July-to-
December period since 1890, rainfall of
134% of LTA - classed as a 1-in-80-
year event. The end of 2023 also saw a
different new record, that of tne number
of Met Office named storms, 6ina
and followed by 4 more In January
2024 These lotter events caused very
challenging operating conditions but
thankfully no significant mpact cn
customers While we mitigaiced the
impact of these condiions, "he ex ent
of the floodirg and loss of mains power
acts as o warning, given projechons
that climate change 1s hkely to make
this type of scenario the norm

As o water company on the western
side of Brita n, we often expenence

the more turbulent weather patterns
inked to o less stable et srearm While
becomng accustarmed *o the extremes
brought by chmote change, we must be
able to react operationally i the short
term but ensure we plar to mitigate
this increasing nsk with investment in
the long term We are operatirg in a
less predictable climate than we were
vsed to previcusly ond th.s means we
are having to adopt 0s an orgamnisation
to be able to respand effectively to
these changes.

Pater Perry

“hesec weo'her extremes represent
additional chollenges for us 'n terms
of the servces we deliver In some
circumstances the impaoct on assels
built In another era, which are now
being rested in situations they were
not intended for, wilt require widescale
replacement over ime, Cur PR24
investrrent plan takes this into accourt
on an assessed pnortised basis, and
addressing tnis nisk will form a central
part of future investment cycles over
the corming decades

Woe alsc recognise that FY 24 has
been o difficult period for mary of cur
custorners and we continue to offer
sector-lead:ing ievels of affordability
assistonce for those struggling to

pay During the year we continued to
evolve our innovat ve appreach to this
critical 1ssue, through the wider roli-out
of Cymuned This scheme was first
launched in late 2023 and helps *hose
who are i work put on low sclaries,
have negative budgets and are not
eligible for means-tested stote benefits
It allows our customers in these
circums ances to have o payment
breok in therr charges and then return
to a normal paymen® arrangement as
their personal circumstances improve
T performances

FY 24 has been challenging for us in
terms of some of our performance
measures and we were disappointed
to be classed in the logg.ing cotegory
by Ofwat 1n their annua perfarmance
repor- for 2022/23 In respense to
this, we are abso.utely focused on our
recovery plans for the areas where

we have fallen short | cover this in

the following 1 ooking Ahead section
of my statement, as this will form the
foundation of our business plan for the
fiscal year chead of us.

Chiet Executive Officer

®® WE ARE COMMITTED TO
IMPROVING OUR SERVICES
FOR CUSTOMERS AND THE
ENVIRONMENT. 99

In our water supply business we

were pleased to deliver over 99%
compliance wth dr nking water
stardords. However, a single low

level coliform failure at our largest
water treatment works at Felindre,
neor Swanseq, albeis with virtuchy

ro publc health implications, meant
that our Campliance Risk Index

score was effectively doubled Our
performonce was measured ot 77
overall (2022 5.4), wth the Felindre
fallure occounting for over 50% of the
2023 performance figure We mproved
our wider bacteriological perfoarmance
ot rreatment works and in service
reservorrs In 2023 However, daspite
an ongoing investmert programme
of mains rerewal, our network quaiity
remains very chollengirg 1in terms of
discolouration and 1ron cormpliance
Cur PR24 inves'ment plans specifically
terget sustained imprevernants in
these measures

The absence of o serocus winter
freere event meant that we acnieved
an iImproved supply interruption
performance n 2023 ot ¢. 23 minutes,
(2022 45 minutes) Our perfarmance
in the year was adversely affected

by bursts coused by detenaration of
the condition of water mains in wes™
Wales which accounts for over 25%
of our custorner minutes lost totol

In this large y rural area we have o
predominance of asbes*os cement
rmaing, and working with partrers on
our PRZ4 nvestmen® plan, we have
identified the acceleratian of burs:
frequency to be due to the mpoct of
chrmate chenge on ground conditions
exaccrboted consecutivety by the
drought and freeze/thaw extremoes
seeq in 2022

ANNLAL FLPORT & ACTOUN S0 14 Y A N2 T MARCH 2021 15




STRATEGIC REPORT

CHIEF EXECUTIVE'S MESSAGE

CONTINUED

Tarnng to our wastewater performance,
the predaunantly wet weather

hos brough* challenging operating
condirions during the year. Overall
pollution numbers have Increased
wi*h rore than the usuol number

of ncidents hinkea to the flood ng
conditions caused by Ine sto-my oernod
in December 2023 Unhl th's pant we
were haod ng for an odtturn sirmilar

to 2C22 {89) but we saw an Increase
to 108 We had 7 serious pollution
aver-s in 2023, slightly up on the
previous yeaf “he wet conditions olso
impacred out wastewa-er frea ment
works compilance at 97 3% compared
1o 98, /% n 2022 Thes combined
pesfarmanrce will mean we remaoin

o= 2 Envranmental Perforrance
Assessment for the colendar year
2023 However, as we ended our
financial year, our under’y ng 'ovel

o wastewater sample folures and
contributory factors such as sewer
collapses are reducing, putting us n a
bolter ploce to recover to 3° EPA leve:
in calerdar 2024,

Wales again secured high-quality
bartung water resuls in 2023, wih
983% of designoted bathing waters
maering our stnngent envirormental
standards 80 of our 109 bathing
waters (3%) achieved the highest
classification of 'excellent’ Wales resui's
compare well against *he otner parts
of the UK In England 6£% met the
Excellent standard and in Scoftand
44% achieved excellent. Hoving said
tnat bathing water quality reporting 15
tighly suscephble to chimatic changes,
in porticular, periods of heavy ramn‘oll
Wales alreody receives more «ainoll
cn average than other parts of the LK
and this past year was 1o excephion e
July 2023, Wales recewed 191% of its
long-fermm average ronfol ond fris wos
followed by 125% dunng ALgust and
Septermnoer,

For cus*ormer service we ach.eved
5th clace 1n tme Ofwat C Mex
satsfaction survey (4th i FY 23) I
adciior, CCW's trus* rmeasure ranks
Js Zna ogairst Water and Sewerage
Compan es We have mair-oned
our commitment to heloirg “hose 1n
difficult financial circurnstances aro
supcor- over 130,000 customers
‘mrocugh oor social tanfs
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Crpital avestimat

We have invested £483 milion in

FY 24 The followng examples llustrate
tne breadth of improvements included
in this year's programme

We are currently progressing well on the
single largest scheme of AMP 7 with the
upgrading of valves and the spillway
capacity at Liyn Celyn impounding
reservor in central north Wales. The
£45 million nvestment In the reservor
will upgrade its storm reliance with
enhanced draw off and scour copoerty
IMrougn & new valving arrangament
and the addition of a new spillway to
the dar siruciure Liyn Celyn reguiates
the flow of water nto the River Dee

and this scheme will not only wprove
the asset's resilence but also erable
NRW fo maxirmise and more effecively
control releases ing the R ver Dee We
understard this is the brggest resarvorr
spillway currantly under construcnion

in Europe

we have con'inued our significart
investrrent ir the woler programme
aligned to rproving perforrance on
leakage, customer acceptabibity of
water and water guality We have o
dedicoted reom investing £10 million
on JupstrecT ‘osses on our water trunk
mamn system Iix ng \arge comp-ex leaks,
and installng meters, and insertion
points or the network to craole us "o
use anovawe In-pipe leak detection
techniques We are alse investing an
additenal £55 mil on between 2023
and 2025 or 'eak detection and reporr
on tne wider warer distribution netwark

Wa are avesting a furthae £10 oulhan
on a programme of works to clean
and refurbish service reservairs Qcross
oJr operating area The pregramene
has advanced throughout the year
improvirg the condimon of assets

and reducing the risk of rairwater
ingress info the tanks, and re‘urbiskirg
them to rcrease *heir operatioral

Ife where required We have invested
£30 milhen -o reduce the nisk of 1rron
ond margonese in the water systen
causing customer complaints Qur
Modeil ng of rydravlic, water quality
ond custorrer data has enabled us

‘o teghlight those areas of e water
retwork thot reed "¢ be "eplaced or
ciganed

33T MA PO 220

This programme of works 1s underway
in urban and rurai areas of Monmouth,
Card i, Llyswen near Brecon, Rassau,
Ebbw Vale and 15 abou* o move into
the Yale of Glamorgan, Barry and
Newpart West

Qur Wye River phosphorous

related improvement pro ects at

Eign Rotherwaos in Hereford, and at
Leorminster, went operaticnal and
achieved their Qutcome Delivery
Incentive commi ment dates by

March 2024 Fo owing this intensive
18-month corstruction programme,
the successfu completion of tese,
cur largest AMPT Wastewaler projects,
15 o signficant coevement havng
delivered 142 km o river improvements
In addihion to these -arge works, we
have already completed projects at
MNartan, Presteigne, Weobley, Kingstone
& Madeley. Clehonger and Peterchurcn
cn tne upper Wye Schemes to reduce
Phosphate ot C yro, Monmouth

ond Lower Clecve nave alf storred
construction in the period All the Wye
Hiver project commitments made

as part of our Monifesto for Rivers in
Wales wilf be delivered on hme, torathrg
o £53 millier inves -ment

Construction works have started 1n New
Inr, near Pantypool, on an nnovaTive
Nature-Based So utan (NI3S) that
treats discharges from a 50 before
releasing 1= “o the Afon .wyd The NBS
will achieve o 'No Impact’ outcome
and the solution consists of sterm
discharges first passing througn o

new mechanical screen after whick
flows grav tate firsl through o seres o°
verated reed veds ond ther through
corstructed wetlands to arovide narural
treatment before releasirg to the nver
The £13 milion irvestment will celiver
o wetlona habire- for aquate life,
erhanced oiodiversity, new wootlond
oreas ard improved pubdl ¢ areniTy
througn footootns and noturd! olay
spaces Work 1s due to comalets i
2024 Th g scheme s intended ta be g
farerunner of simi or larger sco e NBS
wh ok we wil aeliver in AMPS.



Coasta!l and rver
water quality

"his area remained a hot topic for us
ond the wider industry during 2023
and 2024, with ongoirg med:a and
political interess Over the lost 3 years
or s0 we nave put conside-able effort
into engagement with stokeholders to
understand their concerns and to gut
across our commitment te minimise

cur iImpact on the aquanc environment,

With such o degree of external focus,
we have developed o capable team of
regiona! river and coastal water quality
llaison managers across our operating
creqa. This tearn 15 proactive in the
community with campaign graups,
council ors, regulators and water users.
The team works closely with other
parts of cur business to help engage
and inform these customers Effective
relat onsnips are being formed, with
tae airn of noking us easily accessible
to those w th an interest in what we do
This is helping us lead the way and
meking us accessib.e to those with an
interest in what we do. The cpen water
swimming communty were key fo o
recern® survey, used to helo us identify
bathing locations in our operating area
From this we were able to see which
areas were particular y important to
wafer users and we used this fo inform
tve ntal launch of our Storm Overflow
Map, which want bve 1n early 2024

We are also providing support through
odr Cittzen Science Suppor Funding
Progroamme

Ihe sustamed public inferest In sewage
discharges has mear* that we have
ensured local elected representatives
have been kept fully informed of our
actvities n 7023 and 2024 we have
met over 80 ooliticians Inciuding
Senedd Members MPs and locai
Councillors This has been critical in
ersuring we are cpen and fransparent
on these sensifive ssues. The level

of politeal scrubny of us increcsed
markedly following o BBC news item
focused on Cardigan wastewater
treatmenrt works 1n west Wales, arred
n Qctober 2023 Using information
we had put ir the public doman, the
programme challenged rhe hime *oken
and reguiatory process fo deal with
the level of storm overflow discharges
o~ the plant which 15 ‘ocated en the
river Teift estuary, near where 1t erters
Cardigan Bay

he nature of the programme created
o sharp public focus on us and we were
subsequently summened to attend
scrutiny comrmittee meetings at *he
Welsh Parliament and 1in Westrninster
This was probabty the maost s grificant
public examination we hod experienced
for many years as we exp ained the
particulor circumstances that affected
our works at Cordigan.

The se ect commitrea sessi0ns also
led to wider questioning about our
environmental performance and

we were ot pa ns to demonstrate

our openness and tronsparency on
trese issues This was acknowledged
by Prof Perer Hammond (part of

tae BBC teom), of the Westrminster
session, droawing a companson with
other companies who have not always
made overflow information readily and
publcly avalable.

The focus on improvirg coastal and
river quabty 1t Wales s different to that
in Erglond. Tne Weish Governrment,
through its PR 24 'steers' has clearly
indicated that reducing environmental
harm rather than, for examgple, purely
reducing the number of hmes overfliows
aperate 15 ts man prioaty Ths
extends beyond overflow cperotion
and during FY 24 the First Minister
placed particular importance cn
redgucing phoschate levels In Special
Area of Conservation Rivers (SAC),

in Wales 1his dfferent approach,
which we suppor, s also reflected

In our PR24 investment plar, where
we are speoficaly targeting o 30%
reciuction In phosphate leve's on SAC
rivers by 2030 We hove worked to
exploin the different approach in Wales
to our stokeholders, based on more
improvement being achreved with
greater certainty If efforts are focused
on reducing ecological narm 11 Wa es
44% of water bodies achieve ‘good'
ecolog’cal stotus under the Water
Framework Directive compared with
14% n Englend

However, we do recognise that there
are ges hehc and potentiol puolc
health concerns about SOs, and
where particular SOs give rise to
sJch concerns we want fo priorifise
investment For e avoioance of
doubt, we want to improve the totality
of overflow performance, wut this

has to be o long term prograrrme
due to 'he scale and configuration of
oJr sewerage system and the costs
Involved

STRATEGIC REPCRT

The wet weather in 2023 was the

main foctor causing our wastewoter
performarce to dip compared with

the previous year It 1s nateworthy that
the increased level of storm overflow
oparation durmg the wet surmmmer and
autumr addea to the level of publc
interest and criticism ‘evelled at us.

We very much recognise that societal
aworeness in this area 1s increasing and
we hove sought to explain t¢ all those
who contacted us the inherent link
between sustained rain‘all and overflow
operaticn as an integral element

of our legacy sewerage network. In
terms of our impact on rver qual'y,
our freatmenr~ works compliance and
number of poliution Incidents were also
offected by the Figher than average
rainfall

We are committed to an open and
transparcnt appreach with our
custormers, requiators anc po thcians
obout our environmer-al impact and
perfarmance and we will matntain this
toc match the level of public concern
In February 2024 we laurched the
first phase of our ‘live’ storrn overfiow
reparting prograrmme, whereby almost
reo -time information 1s publicly
avallalrle indicating f an overflow

has operated. Thisinitial part of

the dep oyment naos been targeted

a* allinland and coastal bathing
locations QCross our opera™ing area
We plon to include ofl other overflows
in the 'live' reporting programme by
February 2025
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CHIEF EXECUTIVE'S MESSAGE

CONTINUED

Qur focus In 2024 ard 2025 will be
primarlly on perfarmance recavery,
where we foll short on some of our key
regulatory measures | would reiterate
our significant disappointment at being
closstfred as o logging compaony by
Ofwat and we cre expencing every
effort 1o returs to the levels of service
ond performance we have oreviously
acrieved

We <row where we are off the pace,
cnd have put in olace clans ano
resaurces fo maoke the necessary
imarovements

For our drirking woter acivifies we are
targeting improvements as follows

¢« Water Qualty - increasad process
centrol at our treatmen® works, cur
extensive freated water storoge tank
refurbishnent programme, *argeted
rmains replacement and improved
reiwor< montengtce activities.

« Suppwy Interruptons o chaollerging
racasare for us due *o the high
aperating pressures, ruraliry and
asset condition 'n our wastern area
toucned on above However, we are
implementing increased reactive
malrtenance rescurces n *he most
at-risk areas supported by ‘aster
deployment of alernative supples,
such as locally bosed water tankers
and dedicoted recoir teams

« | eckage - substannally increcsed
‘fina ana fix’ resources, improved
retwor< -emaofe monitoring fo
better ~arget reparrs, our Cartref
scheme 1o help fix customer supply
pipe lecks, nte ligent netwark
pressure mancgemenrt and mains
repiracement.

« PerCapita Consurmptor - year-
round customer engagemenrt and
cemmuricehion campaigns, cur
education programme coverng
a'most 90,000 school aged pun's
N =Y 24 prvate leok repairs, ard
trials including srmart meters ard
water butts

8@ \WE ARE COMMITTED TO AN OPEN AND
TRANSPARENT APPROACH WITH OUR
CUSTOMERS, REGULATORS AND POLITICIANS
ABOUT OUR ENVIRONMENTAL IMPACT AND

PERFORMANCE. %%

In our wastewater business we are
focusing improverrients as ‘o lows:

= Waste Water Trea'ment Works
Corrpliance - improved levels of
plarned ma ntenance to reduce
equipent fallure, addtional
por-able treatment equipment to be
dep’oyea ol the earlest detection of
treatrmnent detesorationr, increased
process ¢ontrg oprrmisation/
rromironng with fost escalation
of potential failures, improved
piosolds {sludge} handl.ng 7o reduce
treatrnent risk, and targoted capital
rvestment.

- Polluton Incidents - on our
sowerage natwork, Increased remote
rnomitdrs on highk -risk sewers ard
at.purrping statiors, custormer
behaovioural campoign 'stop the
block’ to orevent disposol of wet
wipes, fat oil and grease to sewers,
targeted sewer cleansing, Increased
maintenarce of pumpoed sewers and
torgered capita investment

Acrass the key nerfarmance
imp-ove~ent areas ouLTlined above we
a'e olso

= applying nnovatve solutions
and new techngiogy. particularly
in oddtional remote SMART
renitoring to eroble faster and
pefter irrerventions,

= maoking full use of our dota science
copabilty, suck as machine learning
techriques, predictive anaiyt ¢§ and
iproved manogement information
to help get ahead of potennat
oroblems befare they impoce- service
or the env.ronment, and

+ working with over TC externai
orgamsohors frorm leadirg global
exper- consulfanc.es acadernio and
techrology busmesses, to develop
our nnovaTion strategy ‘ocused
primanly on gur mMos- ¢noienging
parformance measures
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We submuitted our largest ever
regulatory nvestrment plan ir Octobe-r
2023 ang we were pleased to confirm
sector-leading customer supgort/
occepiob lity for the plan, recordea

at 84% |n addimon to the customer
gscorch element of the pion, dunng
the year we hosted twe online "Vour
Water Your Soy' sessions for custfomers
to gain on understanding of our
proposals, These were chaldeaging
sessicns with over 50 custorrers and
reoresentatives from ervironmen-al
NGOs in attendonce and we were able
to pravide clarity and confirmation in
terrms of our long ferm plans

With over £2 billion of the ¢ £4 billion
total targeted at envirormental
irmprove Mants, otner key priortes in
oJdr plon 1nc ude IMproviag service
resilerce and mitigahng clmate
cnange nsk On ~he former, n our
waler pusiness we are seexking 1o
tackle 1ssues such as *he deferioranion
referred 1o apove n the condition

of aspestos cemert water mains,
parhculany v west Wales

Climate cnange mitigalion 1s o so
centra: to our da= safe'y investrrent,
where srorm and rainfol' intensity
mear that we will certinde o iarge
progromme to upgrade these

critical assets to deal w:th new rmore
challengirg ope-abing condibions
Clhmaote cnange s alsa affectng
uplond rew water, maxirg it harder
to treat and 10 sorme cases agdirg to
the chal.enge of 1ssues sucn os the
aesthehc quality of anaking woter
We are investing "o muhgate this ot
Qur treatmert works ono in cJr wofer
mains nefwork

“he key elements to our nvestrment
picn w!l enable us to address the
slippage we nave suffercd against
key measures such as the drep to

2* n tre Envronmental Performance
Assessrrent. Qur main rsk bere s
pased oy the potertiol for senous
poliutior rcidents nnked to fallures on
ouJr targe ciameter pumped sewage



mains. We have included investment to
tackle each of these In our plan, clong
with improving Sewer Overflows

Throughout our plan we have socught
to ensure a clear linkage between the
areas where our performance falls
short and where investment s needed
to support recovery Techrology and
more efficient ways of working will lso
play their part 1n helping us meet cur
performance fargets and our wider
AMP8 Ready’ plons include these.

Recognising the substantial iImpact of
climate change both on our operations
and the cormmunimes we serve, our plan
also moves furtner towards our net zero
carbor reduchon plan

Irvastrment 1o improve the ervironmenrt
has seen Us subrmit our biggest ever
'National Eavironment Plan' ot over £1
billion, four imes the scale of PR19
This plan aims to imprave over 720km
of nvers in Wales as well as other key
outputs such as reducing by 9C%

our phosphare confribuhon gn the six
Special Area of Conservation (SAC)
rivers by 2030

We constructed our PR24 pon

with three key pillars: Firanceability,
Affardabili-y and Deliverability. Each
element was subject o regular scrufiny
and review throughout the 2-year
period over which we develapea cur
proposals. Externally *his was through
the Welsh Government 'Waies PR24
Forum' and internally through our
Execut ve and Board processes.

As we end FY 24 we await Ofwat's
Draft Determinction, due in the
summer ohead of us. Having put the
plan forward, Mmuch of our focus since
then has been on how we deliver it
With such o substantiol \ncrease in
investment and 'ts inherent iImpaoct on
the crgamschior and cur customers,

I am pleased to soy that through

our asset planning, capital delvery,
and procurement teams we hove

clear visibility of schemes ready for
compietion out to 2027 and have
secured capable resource to deliver the
majonty of f. By September 2024 all
our delivery rescurce will be arrarged to
deliver our AMPB plan.

Our people

In this financial year we have achieved
our best ever safety performance

with o fota of & reportable injuries
ond 17 sericus 'ost me incidents

"his continues o trend of progressive
reduction over the last decade from
201 when we had over 30 reportable
accidents. A significant amourt of
effort goes Into achieving this high
standard of safety performance and

I am very gratetul to our managers,
people, and our safety professianals
for their dedication and input. Our
‘Sofety Takes Every Person® (STEP)
training progromme Is well established
and continues to be used to engage
our people 1n conter~porary health
safety ond wellbeing best practices
STEP clso underpins our safety
cilture ond longstanding elements of
our improvement plans such as our
quarterly Executive-led 'Safety Days'
These and the 'Take 5° perscenal risk
assessment process and maonthly
‘Sofety Conversation' engagement plan
are he ping us firmly embed o safety-
first mindset n our people and our
contract partners Alongside our direct
cafaty plan we avnead A lnt nf effort
focused on occupational health and
wellbe.ng We have retained our RoSFA
Gold Award and the We sh Governrment
Platinum Award for occupational
health.

Our 2023 Employee Engagement
Survey sow an 89% completion rate,
our highest ever return ana a 75%
company level engagement score,
marching that of 2077 This was
especially plensing as the oackdrop

of high inflation o the start of 2023
meant we had to renegotiate our
existing pay deal at a fime when our
people were dealing with o cost-of-
iving challenge in ther home lives,
While we were able to reach a sensible
and fair outcome for the Company and
our people It was encouraging fo see
our gk level of employee engagernent
sustained.

Other high ignts from the 2023
survey were

+ 98% of our people orc clear asout
therr role in ~erms of their own healtk
ond safety;

«  94% of people beleve the Company
takes hea!th and sofety senousy;

» 9% believe Welsn Water strives
to deliver great service fo s
customers and

STRATEGIC REPORT

» BO% Would recommend Welsh
Water as o good place to work

In 2024, we will engage our people

to develop our AMPE Ready' plans,
ohead of the slart of the new regulatary
period starting in April 2025, Tighter
perfarmance targets, greater customer
expectcrions, sustained politicol
interest, and challenges such as

our biggest ever capital investrment
programme, will require the very best
copabi'.ty within the organ sation.

Cur service improvernent ana cost
efficiency plans are dependent on our
pecple, ond we will continue to suppaort,
develop, and reward our colleagues

to meet these challenges We will also
builld en our progressive cpproach
with our trode unions to agree the
changes necessary to achieve better
performance, while at the same hme
ensurng we maintair our position as o
lead-ng employer in Wsales through our
wider people pian, covenng key areas
such as aquality, diversity and inc'usion
Alongside this we will mantain an
ongoing commitment to trainirg,
personal development, ond corporate
sccia’ responsibility, so that our people
continue to give thair best and remain
proud ambassadors for Welsh Waler
as a trustworthy provider of essential
services and a great employer

gt

£

Probar Pary

Chief Executive Officer.
6 June 2024
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For seven of our ey reosures, we have been identifted by Ofwat as having lagging perfermance comuoared witk the rest

of the industry As a result, we nave prepored a service comrmutment plan that specifies *he actions we will Take to get our
performance back o track Our service commmiment plan can be found bere - https/ fcorporate dwreyrru com/- /media/
project/files/page-documents /corporate/ brary/annucl-perfarmance reperts/2023-2024/welsh water  service-comrritrment-
plan ashx
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‘\.‘j&‘i‘ —J""A“-’Jy o

‘,i‘ﬂ:‘f";,v A

We ore forecosting that under Ofwat's Gutcome Delivery Incentive [OD1) schere, we will incur net penalties of some
£27 miton [FY 23 £18 millien) These penalties will be offset against allowed reqgulatory revenues for FY 26

RAG' FY 24 RAG' FY 24 RAG' FY 24

Delivery to customers and FY 24 FY 23 Actv FY 24 FY 24 Actwv Act v
communities Actual Actual FY 23 Act BP?Z torget  FD? target B8P target  FD target VPS*
Yé%f‘;}f‘,‘;o"'y 774 540 @ 450 0.00 @ o A
1} SO
Acceatabiity of drink.ng
water [contacts per 1,000 2.48 235 ® 7.02 175 E 9 A&
populat.on)
Interruptions to supply i 243 7 7
{rminutes seconds) 2316 3 528 523 ' ‘ A
Externol sewer flooding 3,539 3634 3600 33790 . -
{rumber)
Interna: sewer flooding

T 69 1 16 A
number) 20 ! . 210 2
Lrolannea cutages %) Q.35 105 i} 2 34
C Mex {Rark orongst water Sth hin . top 3 nfa" . nio A

componies)

Busiress customer

satisfoctan {customer survey 4.3 44 . 4.4 45 ‘ . A
score/5)
- ' wat
B-Mex (Ran< amaorgst water Tith “3th 9th nio . /o A
companies)
Yulnerabie customners on
129
socio tanfis (000s) 130 Z nfo nfa nfa nlc
. iy E | .

Priomny services ffgrn\r\:nm:ob <] ns 104 s 63 _
custorrers {Reach %,
Commun ty educcton

Q 74 !
attendees {O00s; 88 8 L
Visitors to recreat onal 1,034 735 /75 77

fac res (000s)

G fzosnotes T o S oapely re o tabes ot pages A0 o 273

AT racatars 3me Cronn whore no-farmccor s tho sa™e ar imprcved yoar 2~ yoar (Y 0-Y) ar ~e 27 oxeénedaa lergel o ax'ercg accred tann® ~as

retared. ana @ Reo wrere cerformance cec! ez 3 ™ 5580 orge”

32 = pusangs Yan Grget
TNORPR Y -ing Determunpt or

PSS g cates raasuras getereIn Ag Jeron @ 0dy a 2 L ong ertT simerta)

Als ~acates N0 oAl ran targess wire noo s cab e A acfua asts tot yet ava fonle
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We improved our yeer-on-year performance for a number of key Service Delivery measures including supply interruptions
and external sewer flooding In spite of these improvements, we are stll oehind In terms of meeting o number of our
Business Plan targets

Supply mnterruptions improved markedly year or -year following fewer adverse weather events. To significantly improve our
response hmes to interruptions, and achieve our business plan, we nave begun to establish orgamsahona changes to
centralise our response 1o bursts 24/7 and to ophrrise ~he location of our tanker fleet and locolly bosed response teams

Water Qualty performance continues to be o challenge, despite which we have maode good progress against cur recovery plan
thraugh investment ‘n our tank cieaning progromme and increasing wnspechion rates. A single fallure at Felindre accounted for
more than 3 points 1n the CRI score and we have increased mimgaton onsite to avoid future faiures

Acceptability of Dr nking Water challenges ariginate from the charactenstics of aur water sources and tne age and type of
ouJr network In the year *he number of customer contacts ircreased. Notwithstanding this we remain an track to deliver our
AMP Zonait Studies pragramme that aims to reduce discolouration and improve iron cornphance through replocement and
cleansing of the netwaork, all of which ore expected to improve acceptability of water supply and reduce related complaints

We have broadly maintoined customer satisfaction scores in FY 24, achieving 5th place 1in the sector-wide C-MeX rating
When comgpared with other Wa*er and Sewerage companies (WASC), with activiies more corrparable ro ours, we are placed
3rd in the C-Mex rating This 1s supported by the level of secia foriffs we have continued to maoke available to customers
through our Helpl) ond WaterSure schemes, along with extending our support to more customers in vulnerable circumstances
by expanding the avalability of our Cymuned scheme. Our reach for prionty se-vices for vulnercb.e customers rmproved year-
on-year and beat both “he business olan and FD fargets We alse performea well on community educotion and vistor centre
attendees, improving year-on-year and ceatng targets on both these measares, Cur visitor centres welcomed over o millon
pecple, boosted by cur new centre near Cardiff following our restoration of the Lisvane and Llanisnen reservoirs

RAG FY 24 RAG FY 24 RAG FY 24

FY 24 Fy 23 Act v FY 24 FY 24 Act v Act v
Protecting the environment Actual Actual FY 23 Act BP target FD target BP target FD target VPS
NRW EPA ratirg [No of stars) nfa 2 n/a 3 n/fa nfo nfa -
Poliution inc dents (number} 107 89 . a1 81 . . A
L eakoge (3-yr average)
(agutires ner doy] 2517 2420 ® 2396 1947 9 @ L
Per Camite water consumption (3-yr
average) {litres per head per day) 150.7 1548 149.5 139.0 . . L
Treatment works compliacce % 97.34 98 50 ® 9916 105 00 ¢ ® A
Sewar collopses (number) 223 248 265 265 L
Krns of niver improved 345 el 294 25 A&L

The FY 24 actual higures for Pollutior incidents and Trectrment works complionce are managenment's best estmates ot the
dote of signing of this report, and are therefore provisional.

Cur overall perfarmance on Protecting the Environment measures fell well below our own and our stakeholders' expectations
We are encouraged by the imprevement in sewer collopses ond continued progress in km of niver improved 1o May 2023
we released our Ftiver Water Quality marmifesto which sets out our ambitions and oction plan for continuing o improve the
brological starus of nivers within our area https-/fcorporate dwreymru com/enfcommurity/enviranment

Pallution mncidents are influenced oy a range of factors including blockages and the volurne of rainfall along witn the meosures
we hove in place to mitigate their impoct During the year we have seen an .ncrease in oollution events with blockages
remaining the most significart cause However, year-on-year "he cause of the increase 1s the number of storm events. We
continue "o Invest to improve serformance of this measure ncluding fargeting blockage reduchion through smart ne*warks,
proactive surveying and targeted inspections of high risk areas

Leakage performance contnues to lag our targets and as part of our Service Commitrment plans we have set out a clear
recovery programme that includes adaitional leak detect'on and regair resources, ond an upstream losses programme that is
focused solely on trun< ma ns repairs. in the final two years of AMPT we will invest arouad £150 milion in eakage reduction,
one of our largest single areas of investment, evidencing our ongoing com-n'tment to reducing leakage

While we hove mproved Per Cupita Consurmption year-on-year we are behind our busiress plan This 1s also being
oddressed through our Service Comritment Plan and an additional £5 million investment n FY 25 *argeted af o widespreod
communicatons campaign focusing on customer behavicural chonge and smart metering
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PERFORMANCE SUMMARY

CONTINUED

Treatment Works Compliance was worse than both prior year and our business plan *arget. In total, 14 works out of a base
of 598 discharges were non-comol ant The common root causes of these fallures Include sludge management practices,
asset cordition and mitigat on respense imes Our improvernent p ans include asset heaith and resilience, add tional tanker
mitgahon ana ophimisation of existing aarm fechnology

The bovironmenrto! Performance Assessment (EPA} rating of 2 stars ncludes a numoer of measures, some of which are
performance commitments included i tmis cornmentary EPA stars are awarded by NRW based on o numuoer of perfarmaonce
crreria Performance s measured over a catendar year and s reported n Juy of the following yeor We recogrise that our
current NRW CPA rating of 2 stars remaoins unacceptasle ond have deve oned plans to restore this to our previaus leve: of 4
stars (lost achieved 1n 20200, dur ng AMP 8. See cage 91 for further detals.

RAG FY 24 RAG FY 24

Fy 24 FY 23 Act v FY 24 Act v
Sustainahility Actual Actual FY 23 Act BP target BP target VPS
Sustainable Fuich rating 2 2 2
GHG emissions (KT CO, equivaient} 20 169 . n/a nfa -
Energy self sufficency (%) 24 22 28 & -

a

(G“/jr:z(;lz:yokljloeﬁ:hp!oyeesj 4.8 36 . n/o nfa .
EUOT’;:;)%";‘Z;‘_:;’E%(‘;:ICFL;S'CO’:O ractenstics) 80% 4% /o nfa -
Reportable injuries RIDDOR (number) 5 5 6 -
H&S accreditation 19045001 1SO45007 n/o n/a -
Promp* Payment Code 98% 8% n/a n/a
Fair Tax accrediotion retained  refoined n/a nfa

Qur Sustainabibty metncs relate 1o our ESG strategy ond object ves “hat are set out in more detaii in Appendix £ o1 page 221
These are d fferent to performance cormitments and underpin our plans arnd commitments to act n accardance with our
company valaes and vision 'to earn the trust of custormers every doy' The Sustanable Fiteh rating “o- 'Y 24 15 management's
best estimore - the 2024 reports wil be ssued later In 2024
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v

Yo

RAG FY 24 RAG FY 24
FY 24 FY 23 Act v FY 24 Act v

Financing outcomes Actual Actual FY 23 Act BP target BP target VPS
Credit rotings (Moody's/S&FP/Fiteh) AZJA— A AZ/A/A A3/A~FA A
Gearing 60% 58% ® £1% -
interest caver ratio (ICR) 0.7x O4x 10x . -
Post maintenance ICR 3.0x 17x . n/a nja -
Funds frem cperations 0.7% (38%) > 7% . B

{FFQ)/net debt

Gur financial pasitian remains strong, stable and sustainable We are well placed o meet our future financing reeds and to
continue to support custormers who may be struggling finoncially Qur gearing increased shghtly during the year due to our
investrent olans, and remains i1 ine with the Boord's target of around 60%

Credit rating

COur cred t rating remains among the strongestin the sactar, so we believe we wili be able to effectively raise financing to fund
future nvestments in our servces for custarmers and communities and 11 protecting the ervironment

Read more about our finoncial perfarmance and position Ir the CFO’s review o7 pages 24 to 29
and 1n our long-term viability stoterment on poges 67 to (7
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CFO’S REVIEW

Aganst @ bockdrop of weather-relored
cnallenges to ervironmental serformance,
the cost of ming challenge for our
custorners, ond economic challenges

te globol finacial markets, cur strong
balarce sheet and tne single ouwroose of
cur business model will Gllow us to raise
our gore and deliver the sevices our
cusiemers, our commumiies and our
enviranmant deserve

Qur financial perforrance in the year
reflected the tallwnds of recent chailerngirg
sconomic condifians, with Pigh inflafior ot
the begirning of the financial year driving
higher intarest charges and operahono
expense pressares ard declines n real
wages olocng pressure on the abrlity

of our custome-s o offord "hewr day-
to-doy Invng costs We do not sny awaoy
fram recagmisieg that aur ooerational
performance has falien short of both cur,
and our customers ona stakeholders!
expectations in recent years In response,
we have raised the leve’ of suppart we
provide to vulnerable custormers, increased
irvestment ir supoort of key ooerationa
meosures such 05 eaxage and asset
resiherce and implerrented clearly defined
and targeted pians 1o mo-ove operarional
efficency. Overal, our profit before interest
cnd tax fhis year improved oy £54 mihon
to £46 million Our operatirg cash flow of
£381 mlon wos athsed fomves it our
cap tal assetfs {£382 million), on ncrease
of £75 mlion rom last yeor A greaxdown
of our financial performance con be ‘ound
an *he following ooges

Last year we witnessed sigrificant
inflatiorary pressures ond o gradual bu~
sustained ncrease .ninterest rotes from
Fistonic ows, o resoonse frorm *ne Sonk of
Englond to ease 'nfafionary forces Wnilst
we tave witnassed some reduchon in

inf ation rates, our debt accretion charges
onindex hirked bongs remain rmpocted
throughout the year p ocing pressure

on owr 1et financing cost Corsealently
cur net deb” on a CTA basis nas also

Mike Dowvis
Chigf Finanoial Officer

increosed by £324 milion The wmpact

of a rise in Bob pase rates has been
rmitigated oy 94% of our cebt being either
fxed or hedged in real or nominal te-ms,
reduc ng our exposure

However, tho foc* that the Regulatory
Copital Yowe (RCV) 15 tself nked ‘o the
rate of inflatier provides an elerment of
longer-term pratectian that 1s nat reflected
in the income statement, offsetting the
irrpoct of iInflation or tne vaiwe of index-
lIinkec gebt to maintair gearng ot levels
around &0%, with geanng at 60% this
year This s one of the :owest i the sector
and underpins ou- strong bolonce sheel,
with total avalable iquidity of £487 million
ond finrancio reserves of £1,522 millon

Througnout this ecanar-ically challenging
f1re, we have retaincd our cred:t ratings
ot A3, A- and A from Moody's, S&P

and fitch respectvely “hese ratrgs
continue "o be amaong e best 1t the UK
utility secfor We monitor our frnancial
parformanrce Lsing measures which focus
o1 the covenon*s included i our whole
business securtischon docLmentation
ond on the measures required to prese-ve
our ¢redif rafings Gearing remains :ow
and wel wrn covenon* and credrr ram rg
“hresnolas The continued pressure on
our adivsted ICR s princinelly coused by
inflanon plocing pressdre on operating
and f rancing coste While we recagnise
“hrs ratio wil remain under pressure

for “he rermainder of AMEY, recovery

s onf cipoted early in AMPE For the
satcomes af our f nancial forecast siress
-esting, see the gaing concer rofe on
poge 173 and our iong ferm viabiy
ossessment an poge 67

n Cetober 2023 we suomitted oor rmost
arbinious BLsiness pian ever to Ofwo,
‘Fe irdustry's econormic regulator. We are
o ming to spend some ££ bullion o1 our
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®® OUR STRONG BALANCE
SHEET AND THE SINGLE
PURPOSE OF OUR BUSINESS
SET US APART. ¢

nfrastrecture n AMPS (2025-2030) -
93% more than we expect mt AMP/, Trus
ncludes £2 5 billion to pratect the natural
environrrent. We recegrise our world 1s
changing and we must change with 1t We
naove b g ambiticns to iImprove outcames
for the ervirenment ard the gualty of
services delverea to custornerss, muinimising
service fallures To ocheve this, we must
also adapt to meet the chalenges posed
vy the trends that are working against us,
notably cima‘e change

Ofwot wil punlish its draft determination
of the AMP8 price contre on 11 July
2024, and its final determination in
Jacember 2024 which witl come into
cffect on 1 Aoril 2025,

N a3 PR B e

On 28 Moy 2024, Ofwat published its
final decrsion fo lowing its inves igotion

~to Welsh Water's sef ceclared leakage
ard per capita consu™Mprion visreportfing
n 2020721 and 20222 Clwat mposed
a norrina fine of £1 toge-her w~h required
unaeg-fakings to Make customer redress
of £4C m lhon which the Company nod
rnode of 18 own v mon during 2023 ond
o commirment fo addincenal expenditure
of £59 millon on leakage and Par Caoita
Consumption (PCC) oct vihies during

the two years =0 31 March 2025 These
ore rreter olly unchanged from what

the Cormpary hod oroposed to Otwat in
2023, as reported 1n *ne FY 23 annua’
renort ond accounts

Over the next few years, we wil be looking ta
refinarce some £2 otior of existing debt
and ra se o furher £7 oillion of few debt.
We expect To 1SsLE 1InstrumenTs across a
oroad rarge of matures ref eching the
org-term noture of our cus ness, prmarly
n *he sterling bond market wnere historca ly
there bos been stro~g appetire for our debr
—~oweaver, we wil' aiso expiora alterna? ve
sources of finance



STRATEGIC REPORT

Summary of Financal Results and Posttion

Year ended 31 March 2024 31 Morch 2023 % variance
Revenue 928 B44 10%
Operaning expenses {inc otner operating income) (394) {396) 1%
Infrastructure renewal expend ture (IRE) {101 {78) 30%
Operating profit before depreciation ond amortisahion 433 370 %
Otner expenses (ircl excephional items and depreciation and amaortisahon) {387) (377) 3%
Net finance expenses (211) (304) 29%
Net gain/lass on fingncial instruments (7) 160 102%
Loss before tax {172) (157 8%
Cap tal expenditure including intang bles (382) {305) 5%
Cash {outflow}/inflow in year {212) (136) 57%
Liquidity {cash and und-awn facilifies) 487 579 16%
Net debt 4,503 4179 8%
Gearing (%} 60% 58% 2%
Credit rating [Moody, S&P Fitch) A3, A- A A3 A- A

500

15
60 4 A 3 Al 433
AmmRS — e - . B
o 2 :

400 370

300

200

100

March 23  Price nses Consumption Leokage Cost Bad debt Cost Cperational Other March 24
customar pressures charge reductions  decisions
redress

Lreded B Risc # Pl

Rovenie

Qur revenues mainy coma from the wo*er and wostewater services we provide fo customers Our prices are set every
five years by Ofwat's price review process and this 16 a large exlent, aetermines how much we can invest In our services
and infrastructure.

Revenues in FY 24 were 10% higher than in FY 23, mamnly gue to price nses, which were in line with Ofwot's allowonce out
natably below headline inflotion in the pericd

We are acutely oware of the pressures “he current cost-of-living crisis, driven by inflation, are hav'ng ar our customers

We continue to expand our range of assistance tanffs to suppert customers through this perca, with 130,000 customers now
getting help to pay ther oil s, £14 millicn being cantributed through our return of value not-for-shareholaer structure during
the year.
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CFO’S REVIEW

CONTINUED

Tiperating prolit
lacnsdding HE)

Our operating profit including IRE

but excluding depreciaticn and

amort sation) for the yeor increased

by £63 milhon fo £433 1l .on. The
mos* significant movements. excluding
revenue noted above, related to,

Cost pressures impocted our core
operohing cost base by £27 rmullion
(6%) year-on-year pr marily driven by
continued Inf ationary pressures Gross
employ@e costs ncreased due to the
annual poy oword of 6 2%, market
rates rses and Ircreasea volume

of outsourced contractor work on
items such as new connections and
leaxage [53%]

Prowisions for expected credit losses
on outstondirg cusromer debts have
incrensed by £4 milion (14%) to

£28 rmilion represent ng 3 0% of core
revenue  he year on year ncrease
principally ref ects inflationary price
increcses to custorrer biils We have
75% of housebold customers on direct
debits, ard w:th tne help of proactive
ergage™ent and talored assistance,
customars who are sruggiing remain
paying whilst being placed on
payment @ ans

Cost reductions mproved our core
cperating ¢os™ base by £3 million with
costs from climate change incidents
mitigated through investment and
mainterance, and the reduction of
debt coliection commussionrs reflecting
cur strateqic change fo manage deb-
collechan Ir house

Operatonal decisions ircreased costs
oy {5 ~iton, with our workforce,

on averoge, botstered by 236 F Tks
and addit ona maintenance costs
across the operaticns to protect the
ecyiranrnen”
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Energy costs have remained s*able
with our expasure mihgated through
our power hedging poicy and cur
self-generatior copability We typically
hedge the majonity of our electricity
costs, saving us around 20% 11 the
yeor We conhinue to benefit fram qur
forward purchase of around 60% of
our gas requirement 1¢ March 202%
We cont nue to 1nvest to Increase

Q.Jr capacity *o generare our own
erergy, an essent ol business venture
to meeting ocur greon targets, with
sround 25% of our total consumotion
produced internally. We am o increose
tnis to 35% by 2030. We aore currently
reviewing our purchasing strategy for
the next price review penod te 2030
Met Fiasce Coste

We use o range of financial instruments
te help finarce aur operations. These
include fixed rafe ond index-linked
bonds os well as fixed, variable and
index-linked loans and firance eases
All of our index-| nked deb* 15 linked
to RPl nflation, which remaineg

histor cally migh during I'Y 24 reducing
from "3 5% i~ March 2023 to 47%

n March 2024, an average of 76%
£127 million has been accrued on

the balance sheet and will be paid
when the assooated debt matures,
£85 milien lower than lost year

We manage our in*erest rate exposure
using aerivative financial Instruments
We have swapped some of our

f oat ng-rate debt to f xed- rate deb*
cnd some of our fixed rate debt to
index-lirked rates vsirg ‘swops ' After
taking nto account tne effect of these
swaps, 82% of our debt s incex-hrked,
with the remainaer at a floating (6%} or
f xed raoe {12%)

Ne- finonce expense was £93 milion
lower tnan last yeor mainiy due to
£176 mullion lower delayed debt
accretion charges as a result of
reducing nflation rates, offset by the
rise 1n the Bank of tnglond's {Bok')
base rate impacting our 6% of floa'ing
rate gebt

"he total net finance expense of

£21 milion in the Income statement
1s h.gher than the £196 million ne-
cash interest paid and settlement

of dervative fnancial ‘nstruments

per the statement of cash flows The
difference is lorgely due to £127 miliion
non cash indexatior charges,

offset by £19 mi llon of capitalised
borrowing costs, £40 million dervative
sefflenents received after 31 March
2024 ond £28 mition reduchon in
interest accruals

“he foir value gains recognised during
the year refate to the mavemant
Ininterest rate swaps reflecting
increases i long-term intarest rotes
and reductions in Retal Price ndex
'RP ) expectators, while power swap
volues are lower than last year w th
forecast reduchon In power costs

and completion of swap contracts
During FY 24 the movement in the
value of swaps was o non cash loss of
£7 milken (FY 23 gain of £160 miilion)
See Note 4 for further information

Fair values fluctuate in I'ne wth market
movernents, wh ch can be volatile, and
this con give rise to sign ficant gains
and lesses In *he 1ncorme sratement



Cash Flow Staterment

STRATEGIC REPORT

Overall, cash and cash equivalents decreased in 2024 by £212 million {2023 £136 millien decrease) and detaills of the
principal movements in the cash flow are provided 1n the table below

Year ended 31 March

Cash movements 2024 2023 Change Explanation

New lcan 150 - 150  In Decerber 23 the Group tock out o £150 mullion loan for 7 yeurs as part
of its Treasury Strategy

Net movement 10 (189) {76} {113) Net repayment of borrowings increased witn the settlement of a finance

borrowings lecse contract during the year of 202 millicn, offser by drowdown of £80
melhion from the Group's CE facility.

Met interest pad (75) (136) {39)  Net cash oulflow i relotion 1o interest increased due to the tirring of
derivative settlernents which were received post year ena.

Capex investment {380) (305) {75)  Addihonal capital irvestment was mode during *he year reflecting the
phasing of caprral Investrment over this AMP perod and our progress 1o our
£2 bill'on caprtal investrment programme
Our total investment 1s st t between capital additions of £380 rmilion (fese
are addea to the ba.ance sheet and deprecia*ad over the assets’ usetul ives)
and infrasructure renewals expenditure of 101 millen (mamntenance costs
which are fully expensed to the income statement upon scheme comoletion)

Operatioral cash fow 38% 380 - Operational cash flow was in ine with prior year reflecting a revenue ircrease

movements of £84 millior, offset by an increase in operational exgenditure {including
IRE) of £21 million and working caprsl movemerts of £63 millior

Cther 1 1 - Other mainly represents net rax received

Cash outflow in year  {212) (136) rn

Licpunchity

At 31 Morch 2024, total liguidity stooa
ar £487 million (2023: £579 milbonr)
and we held unrestricted cash and
eguivalerts of £167 mitlion (2023
£379 mutlhon). We hove bilateral
revolving creait facilities of £400
millon ovailoble to ws with a group of
four key relationsh’'p banks (for furthe-
details, see Mhote 16) During the year,
these facilities were renewed, Increasing
tnelr capecity from £200 million

lost year to £400 mullien, of which
£80 mi'hon was ulilised, combined
with a new loon of £150 million, for

tne termination of finonce tease
crrangements of £202 million and to
support ongaing operations, part of
our Treasury Strategy to utilise cheaper
alternative cost of debt options and
ensure Nnancial responsibilry

We nvest cosh prudently, depos ting for
a maximum of three months, and anly
with hughly-rated banks, with'ng limits
esftablished in the Board-approved
Treasury policy We achieved an
average deposit yield of 4 98% during
the yaar, which compares favouraby
with the BlackRock ICS Sterling
Liguidity Fund yield of 4 87%.

c Tperant g casts

. Tax ol ahion

sreasttuer e rencwnl cxpe s chibn e

' Iritzest

“ Captal peestmast
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CONTINUED

Mat e

i

We fund our doy-to-day operatians

and our cap.ta investment programmae 5000

. P 205 4,503
fror a combination of customer bills 178

379 380 . AR,

and borrowings fram financial markets 4000 £ 0, o) ) (55)
and institutions Our net debt on our (381
cornmen terms agreement Dasis ar 3000
31 March 2024 amounted to £4,503
million, an increase of £324 mithon on
the orior year Operating cashflows and 2006
working copital equated to the cmour’
invested In copital expend ture during 1000
tne year, wih the servic ng of debr
and accretion of debt being *he main a
cantributor for the nise In ret debr March 23 Cash frem Capital  Interest and Financng  Indexation  March 24

operations expendifure settlements ochivihes
We asm to ensure thot enough funaing
15 gvcilanle "o mee- our forecost
financral needs as well as having
an adeguate level of headroam for
reasonably plausible contingenc es.
Our average aebt maturity 1§ relanively
long, at 3 2 years (31 March 2023 704
years), reflecting the lorg-term nature
of our asset base lUnder the terms of
cur whole business securtisation, no I
mare than 20% of our deb- con fall Covenant lock up leve! 85%
due withen a rolling 24-month pernod
Detaits of our nssessrments of .nterest
rate and inflotion nisk ore proviged 1n 60% &0% 58% 58% 60%
Note 1 and Note 16

Fr e Br.c < Fll

In November #0233, the Boord
approved our refinancing straegy for
AMP8, the five yeqr period from 2025
ta 2030, dur ng which we nove around
£2 oilon of principal debt maturing

19-20 20-21 21-22 22-23 23-24

5. 8x

4.8x

39x
35x 3 5x

2 9x
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Finoncial Resifience

Under the terms of our whoie business
securit.sohion structure, we must
mantain geanng below 85% We
tnerefore have significant headroom 1o
deal with emerging risks.

We rarnain well within our covenanted
francial ratios, notably the raho of net
debt to the Regulatory Capital Value
(RCV), a meusure ¢f the company's
indebtednass relative to the value of the
business recogmised by Ofwat, ana the
senior inferest cover ratio pre and post
capital mamntenance, a measure of pre
and post capital mointenance cash
flows over interest in o given period

We have rerained our ratings s
financial year, (Moody s A3, S&P A
and Fitch A), with these being among
the highest in the LK uhlites sector
High credit ratings promote investot
confidence and allow vs to access
efficiently priced debt to fund our
investrrent prograrmme whilst keeping
bills oftordabkle for our custemers

Moody's S&P Fitch
Class Al AA A
A
Closs A3 A- A
B
Closs Baod BEB BBB+

C

In Fetruary 2024 Mocdy's updated
credit analysis confitmed the Closs B
debt at 43 and the Class T of Boa2Z,
both with a stanle outlook

In March 2024 Fitch affirmed the Class
B debt at A and Class C at BBB+, both
with o stable outloox

The latest S&P rating was completed n
Novermnber 2022, confirming our Class
B debt rating at A- and our Class C
subordinated debt ot BBB, nut revised
the outlook from stable to negative
The Class A bonds, which are subject
to a finonoal guarantee from Assored
Guaranty UK Ltd, are unaffected by s
action

STRATEGIC REPORT

Dividends

As o company Imited by guarantee,
no dividends were paid during the
year (FY 23 none} No intra-group
dividends have been declared and
surpluses in the regulated business
have beer retained for the benef t of
our custormers For further details see
cur dividend ovolicy.

Taxahon

Mo corporation tax will be payable for
FY 24. As n previous years, taxabie
profits are more thar offset by
camtal allowances on our nvestment
progararnme

M acis

Mike TDowvis
Chief Financial Officer

& June 2024
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TASK FORCE ON CLIMATE-RELATED
FINANCIAL DISCLOSURES (TCFD)

—
Lontadt to

Stroteor
Comphonoe

Part of our ongoing 2050 strategy

s to become o wor d-class, ros lier:,
and sJustainable warter service

for future generations Tackling
chmate-reloted challenges 1s crucial ta
our success. The information provided
in this disc asure demronstrates

the embedding of climate-relatea
considerations INto OLr gavernance,
strategy and risk managerment
pracesses, and how we moanifor
progress with appropricte metrics

Qur strategy for maaaging climate-
related risks s beaing confinually refined
to ohgn with our goa: of achieving
energy neutrality by 2050 Our
progress in fulfiling our commitrments
from iast year 1s lliustrared n our
reporting progress below

Compliance Statement

Hawing considered the four TCFD
recommendaions ond the 11
recommended disclosures s well as
the 'Guidance for all sectars' os set out
in sechon C of Annex implemerting
the Recammrendatiors of the Task
Force an Climate-related Financial
Disclosures’ October 2021, here we
provide our ‘ult TCF D disclosJre which is
consistent with these recommendahons
and disclosures. Aiongside our TCFO
disclosure we have reported in line wits
the mandotory Companies (Strategic
Reoor-) Ciimate related Financial
Disclosure Regulations 2022 (Tne UK
CFO Regulaticns)

Ovur TCFD reporting progress

S nce adooting the TC- D framework in 2021, we have corsistently made progress against the recommendations and

We acknowledge the significant
challerges posed by ¢ 'mate change
and are cormitted to addressing them
by adher ng to the recammendations of
the TCFD Thrs will provide transparency
to our stakeholders and is in hne

with our deaication fo resihence and
sustamnability

This 1s the thd annucl disclosure of
our ¢ rmate change nsks, providng an
update on our previous 1CFD report
pubished in our 2023 Annua! Report

enhanced our chimote-relateo F'nancial disclosures year on year The table below provdes on update on our commitments
from our disclosuce from the previous yeaor

1. Governance
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Erhance our moritering of
climate ~sks, recogris ng that
there 1s ongoing wark to develop
our Long-term Delivery Strategy,
that wil set cut trigger points, and
further work on transihon risks

Bu d upon our already roous*
coroorate ard ESG nsk
governance oy developing

our gDVEFI’\OﬁCC mDCO\ﬁg

Th s ersures our Boord 15 fully
infermed of enka~cemenr-s o risk
monitor ng and thae establishment
fr.gger points

As port of our PR24 business pan sebmission we considered key
cdaplalion ochions 1o respond to our cimate cnarge risks Ths
included the revew of

« Chmate Change scenarios mardated by Ofwat, within a Long-
Term Delivery Strategy (LTDS) This strategy encompasses
adantive pathways associated with defined trigger po nts,
ensures we Invest responsibly in ine with our understanding
of risk

+  Covernance surrouncing DCWW's adaptat.or strategy, resdlt.ng
'~ the establishmeant of o Climate Change Commitree, which
nas pamary oversight of our strategy ana ensures we sustalnably
meet our srategic goals and public service cemmitrrents

We cantinue to repoart TC-12 nisks to our Board's ESG Committee
which meets or o guorterly boasis, with formal r sx reviews every 6
maonths.

We have rmode sigrificant progress in ceveloping Key Risk
Indicarors (KRIs} on Climote Change and Caroon targe's

Qur Chimate Chonge Comm-t-ee 1s respensible ‘or mon ranryg
TCRD 55
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2. Strategy Complete o climate adaptation
report to articulate our strategy,
which outhnes cur opproach to

monitor and mitigate prionty risks.

We published our first Climate Change Adapteton report n 2023
and expect to update this going forward at least every fve years

Further develop our mitigotior
ond adaptation strategies (in
line with our strategic mitigations
idertified anove) and delivery
plans in the context of PRZ4,
DWMP and WRMP cublished
during 2024, reflecting the
outcomes of consultations

in 2023

Qur Climate Change Adaptat on report saommaonses our progress
on strategies and plans, including:
« Rewviewed and updated mitigation and adaptation straregies

+ Embedded consideration of climote change scenaros in the
work underpinning WRMF and DWMP

»  Reviewed our Chimate Charge Plonning Poicy to ensure each
strategy and plan consider the extent to which cimate change
is likely to influence cost performance and risk asseciated with
olons resulting from that strategy

We have published several strategic documers
*  Qur PR24 Business Plan 20725-2030

= Qur Drainoge and Wastewater Management Plan 2023
+  Qur revised Water Resources Management Plan 2024

Further develop our scenarnos

for analysing our ris<s to
accommodate Tippng poinfs

and greoter tevels of poltical end
cimatic disorder, in ine with TCFD
gulgonce on scenario analysis

Qur transition risk scerar os consider RCP {(Representative
Concentration Pathway} 2 6 1n 2030 and RCP8 5 in 2030

and are underpinned by drivers ncluding po iy legislotion and
funding chonge, tecanoiogy shfr and social behavicur change

Qur phys cal risk scenanos consider low likelhood, high impact
changes including warming of more than 4 degrees by 2100 aond
other mejor global everts Where availoble we consider how these
tiazards are hkely to chonge 1n o 2 degrees world by 2050 and o 4
degrees world by 2100

3. Risk Develep the financial

management quantification of nsk oy Morch
2024 We wil use the multi-
capitals opproach as part of
ourimprovements to better
understand and deal with risk

Considerotion of ciimote change 1s er~bedded info our company-
wide Enterprise Risk Management (ERM) framework We continue
to use our ERM risk matrix to score ong priontise chimaote-reloled
risks in preference to using @ mu ti-capttals approach The ERM
risk matnx severity assessment uses reputational and operational
impacts in addihon to financial {cash) impaocts

Consideration of how best to use the developing mulh capital
framework for financial quantification of risk

4, Metrics and Canhinue o develop short and
targets medium-term targets for the
UPCOMING Price review

Qur PR24 business plan sefs out our fong-term cutcormes
supported by short- and mediumr-terrr term targets

Identify metrics for ongo ng
rmonitoring of progress to mit gate
cur risks and reach our targets

Targets for TCFD metrics have been estalished ond are forward
looking to 2025 1n lime with cur climate change fime harizons.

Key metrics used to measwre ana manage physical cimate -related
risks hove been sourced frem the Dwr Cymiru Executive team
Manthiy Monitenng Report (MMR).

Transitional nsks fargels and metncs relating te carben/acaptaten
esrablished.
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TCFD

CONTINUED

1. Governance

'E 1‘ {éwu‘waﬁ:]@-

Qur governarce structure has been designed to put grear impoertance on addressirg chme e change In addition to dedicated
goverrance focus on nisks, we have incorporated envirormental considerations info our decision -making processes ta ensure
we proachvely ident fy assess, and mitigate ris<s with o oroad perssechtve 1his approach 1s essental ‘or ensuring the resihence
of our operations In *he face of challenges such as chmate change, biodiversity loss, and the sustairable managerrent of our
wafer resources

Reviews nizks related to chmate change on a regular basis, ncluding papers on a range of service and
climrata-related toprcs which support understanaing of emernging chmaote-related ns<s and ssues

Oversight o A Reporting

Develops and oversees the Group s F3G Strategy Manitors pedormance against the Company's ESC targets
and key performaonce indicatars Kegulorly reviews chmate related rnisks Approves the aporoach to TC2D
disclosures Reviews popers on a ranae of servize and chmaote-related fopics, wh ch support understonding ¢f
emergiry chmete-relatod nsks and 1msyos

o
-

Mentors poerformanace aga nst the 575 strategy objectves

1 bang term planrung and sustainabihity
2 achkieving our net zero caruon strotengy
3 adaptng eur assets and servicas fo mitigate dimate change nsks, along varh subsichory focus areas and

measires’ which are monitored quarterly by the ESG Committee

' ”~

CE™ nos ulsmate respoansibility tor -ne groun's preparedness for adopting to chmae change and driving our
m tganon strategy

CRO has azecdtve resporsibiity for r sk managamert gosercance acluding the identfication management
and proper reparting of climate related risks and opportuiines

DCE Climate TFarye
aopartJa hes, and far tae develonrent of tetaled climate change ritigation metrics and “orgets

ot e Gaub-gre o of DCR) Ros respo=<ibnlity to roview chmaote change nsks cad

Monoging Directors for Waorer o dAWaste Sers ces hove respoasibili-y far the imolementason of clerate cnonge

resoanse and e plementation of odaptabon ploas Alang with the sthor mcerbers of 1ho o stivee foeam,
they are tasken ymith maonagir g the nsks a~4 mitigching ccnors for examole o, ersunrg the compaony Fas the

necaessary resiurtes ad skied praple v ploce "o arhiese ts chimhate re ated chjectve
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12 Board Oversight of Clirmnate Risk and Opportunities

Climate change ond the natural
envirenment represent the biggest
chollerges we foce Gs 0 DUSINess and
impact our strotegic themes The
Board's Ewiranmental Socicl and
Governonce (ESG) committee 13 our
primary vehucle for overseeing chmate
nsk and opportunities ot the Graup
lovel, meeting on o guarterly basis and
formally reviewing nsks every & months

Verbal and written upaates are

issued to the Board after each ESG
Committee meeting, and cvery
Director has access 1o the rminutes
ond pupers discussed In additicn, the
Baard ond the Fxecutive Committee
receive detaled updates on strateqic
and emerging risks every 6 rmonths,

2 of these risks being cimate-related
{odaptation and carbon targets),
Montnly surmmary sk updates include
any significant changes *o thase risks

£5G Committee ana Board visx reports

are reviewed by the Executive Team,

who ensure that chmate change

nsks are wentif.ed, and appropriate
it gohon pioaned ond implemented
to achieve sustainability, net zero, and
adaptation of strategic objectives
The ESG Committee and the Board
also review papers on 3 wide ronge
of service and ciimate related

topics, which support understanding
of emerging chmate-related rnsks
and wsues

Followwng Executive review, strategic
risk and menthly management reports
are prodiced for each of the Board
meetings and ESG risk reports are
reviewed by the ESG Committea on

a H-monthly basis, with quarterly
updates. The Executive Team reviews
and develops investrment oroposals
and the oelivery strategy for PR24
which s underpnned by assessments
of a range of possible future climate
scenarnas A high level sumrnary of
these scenarios can be seen in the

LTINLAL REFORT & AL

STRATEGIC REPORT

strategy sechor (2 1) becow PRZ4
highhghts our strategy for achiewving

the high-level objective of protechng
and iImproving the environment

while ensunng this s devered n a
sustainoble way, recogn sing climate
change and the natural evironmant as
core considerations

NRW's identificotion of Net-Zero'
investrment as part of the Nationat
Eavironment Plan (NEP) for AP
provides us with o clear view of how
we should shape our response to the
clirmote and roture emergencies Last
year as part of our PR24 business
plan subrmission, we proposed

an enhancement investment of

£42 million (capex) for schemes
targetea to reduce operotional

GRG emissions and continue to
maonitar this cgainst our common
Performance Commitment of change
in GHG entisgsions

o
CQ
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TCFD

CONTINUED

We consider our top 5 physicol and transition risks and opportumities ocross the short (througr AMP8 from 2025-2030),
meadium (up to 2050) and long term {up *o 2100 and beyond} Tris aligns with Welsh Water's business plonnirg hmeframes
and tne targets we set out ie this disclosure Reaview over short and lenger fme hor 7zons nelps us understand our profite of risks
qver "ime, recogrising, ‘o- exampte, that fronsihion risk needs to be considered in ~he short term {2 g, consideration of retinng
assets early vs lockinrg in emissions with investments), and physical sk 's maore significant i the longer ferm.

Qur nisks are bosed on the IPCC Representat ve Concerration pathways (RCPs) 26 60 aad 8 5. "he chace and range of
scenaras Is based on our understarding of climate science and 1ts aoplicability to our bus ness piann ng cycles

The Representative Concentration Pathways [RCPs) scenario anclysis 1s commonly used across the water industry and

1s o credible, publicly availaote tool for assessing future water risks RC2 scenario analysis offers different emissions
trajectories which aliows us 1o plar and adap® for varying fevels of chmate change allgming o our long ferm p anring
strategy Summarised below ore the key assumptions of each pathway ond tne global mean ter~peroture Increases over the
218t century

LKCP'S Gudarce Heoresen'o’ ve Concentraton Pathways hitos [ fwww metofice gov ox/birares/conteni/assets/meof cegovuik/pdffresearch/uker/
ukep18-gu darce---representarive -concor=rat on pathways caf

= Medivm developrment
scenctin for populatien,
income, energy ord
lard use

+  Radiative farcing ot 2 6w/

m by 21C0 Fadiatve farcing of & OW/
mioy 2100
1.5 degrees 2-4 degrees
Ir olacciry for vepredictabilitv and sodden shiffs 19 the chimate its esss

Stob hsation scenatic
where 11 2080) amissions
raak thes total radiotive
forcirg 1s stakilised

ofter 2100

high imeoct charges incudirg warrmung of ~are than 4°C by 2100
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<« Waors*-ccse chimate
change sceana, future
enargy systermns maove
towards rechaclogies with
high GHG eissions

+ Radiative forcing of 8 5W/
m by 2100

4+ degrees

Atal for us o consider low hkelihaed
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2.2 Owvur Approach to Scenarios, Analysis and Modelling to Inform Long-Term Planning

The focus of scenario analysis 15 1o understand how our climate may cnange along with cancentrations of greenhouse gases in
the atmosphere n the future

We apply scenario analysis acroess our main services (water, wastewater, biosohds and energy), considering asset lifecycles and
planming horizons. Review over short and lorger time horizons helps us understand ocur profile of risks over time.

To 1mprove our understanding of climate-related nsks and opportunities In the short, medium, and lorg-term and test the
resiience of our strategy, we undertook our first Representative Concentration Pathwoys (RCPs) scenario analysis in FY 22,
The impact of chirmate-reloted risks and opporfunities that may impact Wefsh Water requires an anawysis of both physical and
transitional risks ysing the following key scenaras:

Physical + Risks are based on o bigh emissions RCP8 5 scenarie across 2030, 2050 ond 2100

+ 4°C world by 2100

Risks are based on the RCPZ 6 "worst" wnpoct in 2030 and RCP8 5 rapid decarbanisation
in 2050

Transitional .

2 4. Considering Chimate Change in our Plannng

Cur Chimate Change Planning Policy (P023) continues to be vitai In our approach and cornmitment fo consider chmate
change scenaries In our long-term srateges ond plans, including *he WRME, DWM?™ end the LTDS These pians assess the
long-term risk to specific assets ard systerns ond optimise adaptation Intervertions to ensure we ochieve our ambitions for
customer service and envronmental performance, os adaptive plans, under a range of chmate scenarios Subject to regutatory
recommendations and requirements, Welsh Woter stroteg’es wili normaily use RCP 60 {medum-high) as the ‘'most kely'
plenaing scenarno wherever possible bu- should be “stress tested” against RCP2.6 (low) ond RCP8.5 (high).

Quonthtative ond
quolitotive assessmaont

Regulotory reauiremen s
do not require strategy
ogoinst an RCPP 60

Quantitat ve and
qualitative assessment
used to develop preferred
pathway

Long-term delivery strafeqy
(LTDS)

Water Resources Monogemenf Modelling used to inform Modelling used to develop Modelling vseo to develep

Plan (WRMP) LTDS prefer-ed investment plan stress-tested scenorio
Brainage and Wastewater Modelling used 1o :nform Modelling aga:ns* Modelling against
Management Plan (DWMP) | TDS equivaient scenario used equivaient scenario used

1o develop preferred

to develop stress tests

investrment plan

Quorttative and
guolitatve ossessment

Quantitative and
gualitative assessment

Not relevant as focus on
adaptotion in scenamios of
significant further climate
change (Le, worse than

RCP 2 &}

Climate Adoptation Report

Net zero ambitions most
relevant for fast ‘ransition
scenario

Net zero ambitions most
relevant for fast fransition
scenario

Assessment of
requirernents to aligr wita
meehng this pothwoy

Net zero carbon commitments

To ensure corbon reduction s fully ntegrofed into our strategic dec'sion-maxirg process, the Welsh Wafer epgroach o
measuring and valuing carben emissions fallows the Department for Energy Security anc Net Zero (2077) best prachice
guidonce and uses the most up-*o-dote carbon values per fonne of caroon dioxide equivoient (tCC e} Esamares of embodied
and operational carbon st alongside the private cast estimates for all assets in the Unit Cost Dotabase that are then brougnt
forward into the Carban & Cest Estirmanng Tool Our mwlti-zapitel anclysis ool for investrrent olanring uses £309/Tonne of
Carbon which s o UK Governmrent encorsed figure

bttps { fwww gov uk fgovernment/publ cot ors/valu ng-greenhouse-gas emissens- n-policy-appraisal
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TCFD

CONTINUED

e

Chimote Change Scenarios

Duriag revew of our scenarios, we agreed tnot tae Representative Concentraticn Pathways are stili most relevant o our

bus ness model ond adeguately cover the potentiat impacts of climate-related risks anising in the waste and water industry
RCP scenano anclysis offers different emissions trajectories which allows us to plan and adapt for varying levels of climae
change ol gning to our long -term planning strategy Climate change modelling 15 suigject to significan® uncertainty assccicted
with whether comb ned glebal effort is *aken to acnieve each scenano and the range of possinle fermperature cutcomes

In ine with the RCP scenarnos, our rsks are assessed ocross 2030, 2050 and 2100 under the high stress-test 8.5 scenarno
for physical risks to consider If society does no* make concertea efforts to cut GHG emisstons Qur tronstion risks are tested
aganst RCP2 6 1in 2030 (stringert mingotion scenario) ana RCF3.5 ir 2050,

Physical

Unpred ctable weather
(RCP 8 £1n 2030}

Tempestuous chmates

{RCP 8 5 1n 2050)

Catostrophic storms
(RCP 8.5 1n 2100)

Floods and storms

Winter roinfall wilt have
itcreased by 6%

Wonter rainfall will bave
increased by 12%

Winter rainfali will have
ncreosed by 22%

Brought and hot weather

Surmmer rainfall will be down
9% and average summer
temperature will have

Summer ra‘nfail will be down
21% and average summer
temperature will have

Summer rainfoll will be down
36% ond average summer
temgperature will have

increased by 14 degrees

Sea level rise

Averoge sea level will have
riser by 071-0 2m

increased by 2 6 degrees

Average sea level will have
rnsen by 0.2 0.398m

ncreased by 8 degrees

Average sea level will have
rsen by 051 113™

Legal

JK and Welsh Government policy and regulation After missing 2050 targets, governments
incentivises s gnificant reductions n greenhouse and society are sent nto o state of Lrgency to
gos {GHG) emissions before 2030 act teading te pohcy and legislaticn change,
generoting huge costs for emitting GHGs
[greentouse gas} and incentivising iImmediate
emissions reduchions
Technological Techrological developments are made at speed, Technological! developrents are fost, but supply
fossil fuel irtensive items are made redunaant, charrs are heavily censtrained
imprachcal, or too costly o operate ard
resloced py nature-posed solubions ond efficient
technology
Societal Social behaviour sets expectatons of businesses,  Scciety reacts strorgly o chimate change

ond the hcence to apera‘e s tied ta dervery

of net zero commitments The value of water
1s acknowledgeq, and costs nre more easily

accepted by customers

impacts and 15 supportive of climate acticn
Customers, however, are less willing to cczept
costs Di orevioJs inaction

There are sx 3reenno.L5E €MiS5 005 Tovered oy e Kyoto 7

1—=0s) oerfuorocorbons (PTCs) o~ suphur ~exaf Longe
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By defining the preceoing scenarios, we can represent the matenal drivers of business impaocts (shown below in Figure 1)
This has enabled us to explore the tronsitional Impacts, which may be greater in o rapidly arderly fransition to a low carbon
economy, as well as the physical impacts which may be greater in o deloyed and disorderly transition

& rgre reduity in miore
Societal bahaviour  Policy, legisiation Technology Extrems Sea level Coastal
change and funding thange shift weather rise erosion
‘Which could lecd to the folfowing
- future scenarios by 2050:

Physicol chmate impacts are neot undersstmated, but the focus
15 0n o rapid tronshon to o low carbon future

Government, regulators, and ather sectars demonstrate the
unity of purpose, strong leadership, and collaboration, with on
uviderlying emphasis on noture-based solutions

Society realises the volue of water, with water and waste
recyclng being sociolly acceplable ond preferred

A chift in technology 1s aligned with & facus on nature-based
solutions, and smart technologies enable efficient water
distnbuton, use, ond treatment,

28 Resieoce of e Bunness Maoc

ard Strategy AC

Reachng to rrore severe physical cimote impacts takes
precedence over the transition to o low carbon future

Government, regulaters, and other sectors work at cross purposes
and in isolotion, with an emphasis an educohon rather than
unified action

The increasing cost of woter services 15 considered unacceptable,
with grawth 1 social mequalities and concerns over affordabihty

Focus on engineer.ng technologies has reduced emphasis on
the natural envirenment, assets are stranded, Investment is
misdiracted and new technologies are taking longer to
operationchse

We believe that we have the nght strategy, ncluding our journey to Net Zere by 2040, to address the challenges ang
oppertumties ansing from climate change Our lorg-terrm sirategy, Welsh Warer 2050, enables us fo respond fo cusfomer
priorities, and fo acnieve our wision In the contexs of o changing wor.d

However, It Is iImportanT fo note that this strategy will be sobyect ta review 1n Light of the PRZ4 Final Jetermination
We furrher recognise that ~here are many uncerfainties around the potentiol impacts of cimate change and conhinue 1o
incorperate our scenaric maodelling in our planning to further understand these :moacts We hove assessed risk to enable us to

describe the resihence of our climate change ympacts Lsing “he RCF scenar os that are publicly availoble and peer reviewed.

The assurrphions of these scenanas are outlined on pages 34 to 37

Our Climate Change Plonning Pol ey (PO”3) continues to be wital in our commitment fo consider cimate change scenarios
n our lang-term strotegies and plans, ncluding tne WRMP DWMP ana tne | 11)S We cons der thot, based on our carrent

anderstording, owr strategy 1s resient

Climate chonge adaptatior and fransihon/carbon targets nave been identified as strategic risks and are refiectec inour

Long-term viabilty statement [see pages 67 to 1)

Reps ffcarpomaia aweeymis comy - fmoma/proect/files/poge documents/corporaie/our plansfwater 2050 welsn-woler - 2050 -reviow-and-updote-

2022  english ashx
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TCFD

CONTINUED

Risk monagement 1s an integral port
of Weish Water's business Our climate
change rnisks are embedded with our
Enterprise Risk Management process
which provides o consistent method
for identifica*ion, assessment. control,
monitoring and reporting of existing
and potenhal nsks fo our business
Cwnershup and reporting are ed by
our ESG committee More detall on
the FRM process, including roles

and responsibilities, can be found on
poges 56 to 66 of this Annual report

“he ciimate reloed nisks and
opportunities in this year's TCFD report
have been identified by considering our
climate change scenar as {pages 34

to 37} across the 2030-2700 tirmic
harizen

These nsks ana opportunities are
classif ed ard scored wth n tne TRM
framework, enabling the Executive,

FSG Committee, ond Board to assess
risk grnores ond signif-cance 1In the
longer term, using risk scere and
cppetite volues, supporting an objechve
assessment by the Boara o - sks and
pricnties Basea on s indicat ve

view, we confirm ~hese rsks do nat
preseat a matenal nsk ta the overall
operation of the business in the short
to medium *eerm Over the lenger term,
the evel of nisk s mighly uncertain, ond
cdaptation ss depenagaent on future price
agreements ana furding

Risk Management

Climate change r sks can be class.fied
in two major categornes

Transition risks - “ransi*ioming to a
lower-carbor economy may ertail
policy, legol, tecnnology, ond morkes
changeés to address mitigahon and
adaptohon reauirernents ralated to
chmaote change, ana may pose varying
leveis of financial Impacts as well as
renutanional rsk o the Group

Physical risks - event-driven (acute) or
lenger-ferm shifts (chronict in enmate
patterns, causing direct domage to
assers and indirect impacts from
suppy chain disrupton. For this
disclosure, we have cotegornised our
risks os etther acute or cnron ¢ however
we recognise that cur risks can fall
under both categories

Through the idertficotion of the
scenarios and risk drivers {outlined

:n sechon 3) o long hst of nsks wos
developaed by mapping asse! categories
against eocn of the dnvers, to ensure
we coptured the widest -ange of nisks
acoss our ossef bose We gssessed
nsk consequence and hkelinood n hne
with our ERM process, with adjustments
made to allow us To pe*ter analyse the
uncertanties and fimescales relating

to chrmate cnange These nisks were
then assessed ard pnorihsed through
a seres of workshops fo identify the
top 5 ohysical ard trarsitior nisks ard
cpporfunities

Qur top 5 physical and “ronsion nsks
and opporfunities remain the sarre as
In our prev ows TCFD disciosure (2023),
with o rerewea cssessment undertaken
for cur Climate Chorge Accpration
regort (207 3)

We recogrise o high level of uncertainty
to 2100 ana we will cont.nue to hor zon
scon and moritor a longer List of r s<s
ona opportunities wn ch ware reported
in Apperdx A and B of our Climate
Crange Adaotation report {2023)

Qur strateqic ns<s are regutarly
reviewed by the Fxecuhve feom and
Board, two of whick relate to climate
change ocdaotaticn ana mitigat.on
{Carbon targets} The management of
these strategic nsks i1s fundarrental to
achieving our key risk obectives, one of
which s mvestor funding, recognising
the increasing mpaorance to investors
of gur ESG credentials

A comprehersive 15t of nisks ana
opporfunities were identified througn
the scenano onalys s process In the
following tobles, these have been
summarnised info the top 5 nisks
and opportunities for Welsh Waer
"o ossess the mpacts of “hese

risks, consideration was given to
quanfitative \mpacts e g, increase
n costs and qua tatve mnacts e g,
reputahienai harm

RTINS PR N
There 1s sigmificant uncertainty
surround ng residual sk as our
rmitigahons are contingent Lpon future
investrment, funding leve's anc the
future chimote scenono, which remoirs
Pighly uncertain ever under the most
likely RC® project ons

We assessed the lkelhhood and
effectiveness of our strategic
mitigations reducing the leve of sk
across 2030, 2050 and 2730 by
consider ng future climoie scenarios
and the secunrg of investrment

There s an underly ng fisk that the
regulatory frarework as currently se-
out will nat support furd ng for the
adaptation ard mimgation investmenTs
we wish "¢ del ver

1 Climote Change Acaptaron Report 2023 Dwr Cymru We sn Water {nttps //corporate.dwreyrmry comfen/fabout-us/

oJdr-plans)

3B ANN AL - O A AU S D L e

NOOE SO VAT 2P



STRATEGIC REPORT

Time Period

2030

Technological

@ lnaccuracy of emissions reporting

There 1s a sk that actual emissions are differeat 1o
those reported This uncer-ainty results in under ar
over irvestrment in miigation activities and exposes

the organisation to firancial impacts associated with

the price controls for ermithing GHGs,

@ Inability to adopt new technelogies at pace

There i1s a risk thot our technological capabilities
to support the transition are nsufficient ta mihigate
resideal emissions and manage future challenges,
e g disposa of ciosohds, and abahng process

PIMISSINAT,

Investment in better scientific understanding of
our emissions, ncluding estimanon of our Scope
3 emissions, This should deliver highly rabust
and complete emission reporting for Scopes 1, 2
ond 3 before 2CG30.

Fugtt ve emissions reduction programme
targeting tne onnual montoring and ~eduction
of 50,000 tons of CO, equivalent Complesing
this work followea by our comprehensive
investment in curomated rreatrrent control and
measurement will venfy reductions achieved This

will be completed by 2030

Collaborative innovation programmaes, including
£37.5 million via the Ofwal innovation turd ond
partnerships with up to 10 acaderics and
other inshtutions Over AMPS8, this s proposed

fo be increased 1o toral of £400m This will be
effective at identifying new opportunities however,
I 15 duTside Welsh Water's control what secror-
wide innovation orojacts are cnosen.

Regulatory
and policy

Financial impact of extended emissions trading
ond carbon tax

There is a risk tnhat there 1s increased legislative
and regu atory pressure to enter emissions trad ng
scnemes or the enforcement ¢f carbon fex, leading
fo significant costs

@ Speed of transition raises costs and competition

for resources in supply chain

There 1s a nsk that policy forces componies fo
transition ar “he same time, causing campehhion for
the same resources.

Regulatory targets related to embodied carbon
are incompotible with the regulatory targets
from the NEP.

There 15 a nsk that embodied carben and ather
targets n the NEP may conflict, leading fo a failure
to meer targets, resulting Iin reputation domaoge
and/or negative envirormental iImpact, warsening
the ocutcomes for several other nsk areas {eg L5G
credentiols)

Sustainable Procurement Poicy te strengfhen
aur supply chains and reduce scope 3 emissions.
There remains @ nisk thot the Cross Border
Adjustment Mechanmism for carbon tax on
imporis, wnich maoy come into affect in 2026,
places cost pressures on product sourcing
However, the aspirations frorm our Susteinabie
P-ocurement Poiicy and Supplier Code of
Conduct should mitigate this *o ensure low-

carbon products and services are availoble

Sustairable Procurement Pelicy to strengthen
our supply chains and reduce scope 3 emissons

Qur L TDS incorporates adaptive pathwaoys,
ollowing ws to invest responsibly n hne with our
understanaing of risk

Service measure framework development and
use to make rhe case for blue/ greer solutions
1o reduce carbon iImpacts of interventions and
contrioute to the Sustoinable Management of
Natural Rescurces
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TCFD

CONTINUED

Top wnmitigated risks under occelerated Top unmitigated risks under deloysd and KEY
net zero scenano (RCP2.6, 2030) disorderly scenario (RCP 3 5, 2050)

beceutacy of emissions
reporting

lnsufficient technologies
avallable and udopted

Financial impact of extended

® 8 86060

]

.lg -g emissions tradwig and

5 &i Carbon fax

3 g Speed of transition raises

H S costs and competthon for

g % resources in supply chain

8 T Reguiatary targets refated
1o embodied carbon are
incompatible with the

F 1 regulatory torgets fram

e - 3 Liehaod the NEF
Likelihood Consequence/severity
Prysical risk From <1-m-100-pear event law) o The consequence threshalds and risk rating rnateix are scared agamst Operatanal,

T-in-1-year event (high) Reputatiemal, and or finanoiai nisks in accordonce with the Yeelsh Water ERM fromework

Disptoys the range of oufcomes due *o uncertainty

Score changes o reflect the latest evidence and our understanding of cimate change are summarnsed on voges 40 ond 12

@ Score increase This 15 to reflect that as o sector we hove yaderestimated fugitive em.ssions, ard this will need to

from 16 to 20 be corrected n the UKWIR carbor workbook.

Time Period 2030 2050 2700

Acute-Flood and Inundation of sewer networks in high  Sewer network sensor technology and confinLea use
storms rainfall events of tvent Durat an Mon torirg {EDM) to provide greater
_ visibility ¢n spihing Srorm QOverflows [50s)
here I1s a r sk of sewer iInuraaton dunng
pericds of increased anfall infensity Provision of SWMPZ by 7027

cr dyration leading to o f ooding event
inrernal/ex~ernal flooding) Storm
Overfiow (SOYdischarge.

Qur Drainage and Wastewater Management Plar
{OWMP) Includes strategies for Increosing scwer network
capacity and sus*aincbie aramage solctions, oacked by
investmert of £420 milkon ic ANMPS and over £4 billon
by 2020 We engaged w th requlators, staxeholaers ond
custormers to support tne deve ooment of the DWMP
Th.s shopes ~ow we plar o achieve our erd goals

ona to cenefit customers and the ervironment 1In anr
offordaile way
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Chronic-Extreme Climate change impact on drinking Raw water quolity monitoring and modeling

weather events- water quality progrommes

drought and hot There 1s a r'sk that extreme weather Catchment rmanagement, in particular replcating the

weather conditions, including drought condittons, approoch used 10 Brecor Beacons megae-catchment
increases in ranfal intensity, more Cwm Taf ond or s milar other worer fractment works

extreme wet/dry cycles, and cther indirec-  vpgrodes
causes, change the composition of row
water inlet 1o freatrment plants, changing
cnemical treatment regimes ond the
ability to trea* the same volume of woter.

Research and development into algee, their growth and
control as well as new fechnolag es ke catalysis for

the freatrent of algae and the chemical compounds
produced by them (see Ofwat innovation fund)

These measures are hkely to be effective by 2030 given
the slow rate of decline In woter quality However, in

the long term to 2050 and 2100, such measures have
not been operating loag enough to assess and their
effectiveness will depend on the ciimate scenario

Acute-Extreme Increase in customer demand under Drought and supply rmodeling 1in WRMP.

weather events- hot conditions Leakage reduction prograrnmme to reduce leakoge to

drought and hot There 15 o risk that custorners require 75/85 Ml/d hy 2050. Per capita consumption reauction

weother more water under hot conditions, programme to reach 100/110 I/h/day by 2050 Lse of
hrmiting plonned reductons In per capita tachnology to develop a smarter network to monitor and

corsumpton (PCCY 1o meet local supply/  react fo tocal supply 1ssues more effectively

demand restricticns .
These wa-er management strategies are expected

to remain effective frorm 2030-2050 os our water
resources management plan forecasts supply demand
sufficiency under the most adverse cimate scenaro
However, to 2100, these will be dependen- on the
climate scenarig, although continuing the waoter
resources management planning cppreach should
ensure this nsk 1s effectively managed.

Acute-Exirerme Risk to our assets during extreme Asset flond maodelling supported by asset resilience

weather events — weather events or sea level rise investments through the periodic review
flood and storms There 1s a r s« that our assets {e.g., dams,  River and coastal erosion rmaodelling Par-nershp flood
treatment works, pumping stations, allev ation progromme

prpework) are impacted by chimate
cnange This can lead fo increased pipe
bursts and overall asset deteriorat on.
Such events can cause flood-ng to our
assets durniing high rainfal, resultng
In an inabil'ty to supply custfomers or
risk environmental harm due to loss of Proviged this work 15 undertaken to 2100, then the ~'sk
treatment capability should be mitigoted effectively.

Risk to infrastructure supply chains Engagement with the Nahonal Infrastracrure

during extreme weather events Commussion for Wales on the interdependencias w th key
infrastructure providers such as power and transpor’ to
Jnderstand the system irmplications

These mecsures will Lkely be effective by 2030 gven
the slow rate of chonge in flood risk. Assuning funding
is secured ot PRZ29 for investment, a proegramme of
flood defence m:tigations from 2030 -2050 should be
effective

There 1s a risk thet other infrastructure
systems may be damaged or disrupted
througn the direct imoact of extreme Insta hng bock-up generators on soecific sites to
weather ever-s {e.g, telecoms, fransoort, rmorove resihence

or energy infrastructure) This can

Sustainobie procuremenrt strategy ond implementation
cause disruption to our own systems

and can lead to an inabilty ta supply The extent of rmis nsk depends on the Governrent

our customrers and present a nsk of aoopt ng the recommendations of the Natranol
ervironmertal harm cue 1o loss of Infrastructure Commission and selling resilience faorgets
treatment capability for all to follow
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TCFD

CONTINUED

Top unmitfigated risks under inclement  Top vamitigated rnisks under stormy Top wamitigated risks under cotastrophic
weather scenario (RCP 8.5 2030) climates scenano (RCP 8.5, 2050) storms scenario (RCP 8 5, 2100}
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KEY Likelihood

Inundation of sewer natwerks in high
rawfall event

Chmata change impact an dnnkag water Censequence/Severity
quality

Physicol risk From <1-in-100-year event (law) tu T-in-1- sear event {righ)

Tha consequence thresholds and nsk rotng motrix are scored aganst Operahanal,
Increase in customer demond under hut Repuiational and. or Financial nsks in accordance with the Welsh Water FAM framework
condmons

sk ta our assets dunng extreme

Displays the range of outcomes due te urcertant s
weather events

Risk 1o infrastructure supply chains dunng

06860606

extreme weather events

@ Score increase This is to reflect our understandirg ir the Drainage and Wastewater Management Plan
‘ram 12 10 25 {DWMP) of the high likelihood of nydraul’c everloading of our draiange systems ard the
increased costs to mitigate these risks

@ Score ncrease This s to reflect recert summer demand as seen «n places such 0s Pembrokeshire
from 8 to 1C.
i
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Technology shift @ Develop innovative technoalogy. This oppertunify 1s best realised trough our
irvestment in low carbon technologies, renewable
We hove an coportumity to develop and deploy energy and collaboration with universities to
Innovative new technologies to improve cur enhonce our rasilience ogainst climate change
serv ce now and rmeet future chmate chalenges IMpacts,
Policy, legislation, Implementation of circuler economy Reducrion programme to reduce our fugitive
funding chonge principles emissions by 50% and to increose biomethane/
bichydrogen preduchon progromme to produce
There 1s an opportunity To implerment circdlar 120GWh per year. Research and olofing
eccnomy principles, with the co-benefit of pragramme 1o ex;:)lore the use of circular
reducing associated carbon ermissions Such economy in different parts of the business.
practice coJlo also create social and economic
wellbeing
@ Support for the development of new laws We are directly helping the Welsh Government on
and regulation a host of legislative, pohcy and regulatory fronts
e.g on the development of nutrient, blodiversity,
‘\{\r"e hm\ﬁ c|m 'Ofoi':m\rj\:)r\w:g) CD”“”UG:D SZDDH?FT and carbon trading in river catchments, the
kem? 4 Uhelsé e ﬁs -TOVerlnmeIHT, an OI er provision of WQ modelling, environmental
ey stakeholders wi posmve legisia ;:e, pokcy sampling and data gathering; advice on new
::;ci ::%ﬂsgi[i::zggzr JTO*:'; e of oy [S9U101I0RS 10 mprove sustaindbily in our sccror
: | /
Such an approach would opt m'se the use of
risks and oppoertunities, relevant for managing available refources i~ Wales
our interdependent and cascading rIsks
Pelicy, legislation, @ Use of sustainable procurement to copitalise  We hove developed ond goined opprovol for

funding change

on the green economy

There 15 an opportunity to use our Sustainable
Procurement Palicy (202 3). supported by

oJr environmental stakeholder community,

to supoart Wales' green econcrmy, Including
for example through local direct wire Power
Purchase Agreements or Corporate Power
Purcnase Agreements

our new sustainable procurement policy and are
now working with external centres of excelence
to help us operationalise the policy ard deliver
value for our custormers We are ¢lso supporting
a numper of crrcular econarmy Imhahves,
particularly where these oiign with other
performance needs,

Clirmate Cnonge Adaptation Report 2623 Dier Cyraru Welsn Water (hifps //corcorate dweoymeu comienfabout-uxfour plans}

25

FAS L

LI LA +
YO e s eSS T

To quantify the impacts of our principa climate-related risks we acopt an odapted sk matnx from our Enterprise Risk
Management (ERM) framework

The adapted scores consider hkellhood thresholds aver an extended tme period (100 years) to support iong-term plannring
and consequeance. Scores are denved from the highest of repurarional, operational and fingacia:- (cash) iImpacts to ensu-e
scores reflect the greatest business impact, Scores are unmitigated (excluding centrols cnd erhancements), fo suppor®

undersmr\dmg where control focus and Investrments are reguired.

The adaptea likelihood thresholds reflect the need to assess mulhiple ime periods We hove outlined beiow the range of
consequences that were considered in sconng these risks
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TCFD

CONTINUED

Operational Operational Operational Financiol
Reputation Qperational heatth & sofety organisaben customer sanice  (eash)

Sevare Affecting key  “artality S.gnifice~t  Affecting oll xey »Z100m |
and osting sfacenplders  ar mpjor pact on s axeholoers i
~paoct onnl ard incdent g recrutrent aad sgeficant |
‘et lansn ps s grificart firefexplosior and rumbers of
of trust ALpers of retairment cyslomerns
al storrers cotvity 2200000 !
customers 'E
—— — —— - —_—— %
mpaet Affactve | ‘e chargirg lmpae Alfect.rg >£50m- v
00 <ay sgrif car: injary/ulress  an ability sgrit-cant £3100m g
stokerelder  nurpers of or ssgnvficant ‘o retain/ Auroers of 2
government,  Cusiormers Incidert e g nttract key custorrers and/ g
or nvestors  aodior RODOR nd vdua s G pEFIasIe g
Devosive Dargerous irrpact on Q
[aglststol) Cecurrence severe PCs
or sovaral 200,000
perforronce customers

camriiments

moact Abloct ng RIJDOR Impact Atfeching 2£25m ,

an ke aie, O a few, fLury or QN rorme one or G few f50m
stakeraiger  perforrrence discase interraly ana 2Cs 50 CC0O
relationss os  commitmoents or oxtornn cusTomers

repLtato Y ay
responsibie

erpiayer
Wider S gnidficont Lost #mne Wider mpac- Sgnif cant >£10m
repurahioral! operational uryl ar multpe  operahonal f28m
irast S58uCs but wore-relnted  teams/ 1950es bt
Impact but consideres lIness? furcnons put considered
consigered mumageche  cropery carsderen marageabe
manegeohie damage maorageobe 1HO0C

cus’amerns

_oto i sor Misor Vhirorie,uryd lmoact Nhror

mMpact oty mMacogooba Aeor mass or leam manageane
furcton Liegelole
mMora e custo™ers
Liketihood 1 2 3 4 5
Physical risk:  All drivers <1 ¢ 10C vear T 100 year event L on 30 year evert T e 5 year avect 1 ~1 year even”
ever:
Transition Policy, legislation, and Chaage ~ Ne goveramaat Government Otner punsdic: gng i5CUSSIGNS Q00T
risk: funding change governmen:t apsehite some ‘ecaershtig/pontical we breging im this wrrgng ~ths
srostore el rea mos5s Move et oorly change polay Dalcy
tor ths change organisot ors raquired o borg ©
carpe gring for ey this crange
change
Technelogy shuft NO wrown ome acadeT echrgogy Lo s e
CSTULLIGNS OBO " fgsecrcn A ths currertly o nrogress
'F 5 cecnno gy ‘eolaltecnpangy
Societol behaviour change g exarples of Soe examples of S.gnfcan:
TRELE BENOVIOLIS th s genavaur o vebaviour chasge
soom argwharg ataer gesgropoies cv dercos » Walsn

VWarel s areos

We nave used aur Chimce Change Planving Palicy {27073) 1o define the plenming assurmptons, scenono festing recuiremenrs
and expectatons for adaptve plann ng ‘er oll chimate impac-ed strategies and pans Plenring investrent nta the design

. and managemert of assets, we have set o ¢ore pianning patawoy of the mediur-~.gh scenance kosed o~ RCPE&C and will
stress test aga nst the more extreme RCP2 & {low) arg RCP8 & (high) sce~arios wherever possible In line with currert Ofwa-
gu gance. this wi | minimise tne nisk of under adaptotion o rfrostructyre in our PRZ24 plarning

A 'core porhwoy' pon to 2050 1s requ red for o long-term plans ana strateg es ~hs would consist of cehv hes owoys reguired
rrespective of climote change scencrios, . e low or no-regrets expenditure, and actvit es recured to keen long terr opfions
cpen Aaaptve olons wil e developed where sign ficant Investment 15 required above the cofe pathway uraer one or mare of
rmege scenanss 1o address o Nigh leye: of d vergence ~ catcemes due to climote charge impacts
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4. Climate-related Metrics and Targets

Managing our risks 15 underpinned by frequent monitoring of cur metrics and targets related to decarnonsation and
odoptation We have comparable cross-industry climate-related me'rics that meaningfully capture adaptation and achieving
our climate change targets These include o range of measures that demonstrate our ability to provide a high quality service
while minimising our impact on the envirenment. | hese are reported annually 1n our Performance Commitment measures on
pages 20 to to 23 which provides a transparent assessment of our performance These performance re ated measures are
incorporated into remuneration poticies for Annuoal variable pay (AVPS) and Long-term vonable pay (LTVPS) See pages 144
and 146 for a breakdown of perfermance agoinst targets under tnese scnemes

47 Our dourney to Net Zero
We have an objective to achieve net zero by 2040 and this wil sopport mihigating our trans han risks. To deliver this, we nave
dentified six areas of focus:

Reducing use of electricity/purchasing renewable electricity and increasing own renewable electricity generation

Reducing fossil fuel use

Groduol transition to a low coroon-fueled fleet

1
2
3
4. Actively controlling and reducing fugitive emissions from sreatment process
5 Mornrtoring and reducing cons‘ruchion-related carbon ermissions

&

Carbon sequestration

For our detfalled scope 1, 2 and 3 ermiss:or disclosures and our ambitious plan to achieve net zero by 2040 please see 'ESG
Objective 2 Net Zero Carbon on page 78.

+ 35% eneryy self-sutticiency
¢ 33% reduchon in intensity of embodied carbian for ndividual projects compared to the 2020/21
baseline year

v 50% reduchon in fugitive emissions compared to the 2020/21 baseline year
¢+ B0% energy self-sufficiency
+ Trpie biomethane/bichydrogen prodachon compared to 2020/21 baseline veor

+ 50% reduchon in embodied corbor versus conventionsl project solutions compared 1o 2020727
baseline year

+ Convert larges® N.O emetiers *o reactor tyoe freatment
+ Zero emissions vekicle fleet
+ 90% reduction in embecded carbor by 2040 compared to the 2020/21 baseline yeor

+ Use carban copture, usage and storege {2CLS) echnalegies to capture 8 00HCO e per year
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TCFD

CONTINUED

P

G4 Nlarics Usod 1o Assess Clirnate -Related Fisks and Opoortunihes

This section describes our performance In respect of our climate-related risks ond opportunities end outlines the key metrics
we use to track our progress against the top physical and transit on risks we foce

“his toble shows the metncs and targets to manage our "op 5 physical r sks

Performance Target

Risk Metric FY 24’ FY 25

@ Internal sewer flooaing 203 200
- Risk of sewer flooding in g starm % L 24.88% o _29.45%

@ -Kc_c_e_m_aéw\i-ty of drinking water (confoc!s per 10C0O population) 2.48 7 158

- Tap weter guality event risk index {ERL S . 2414 N I .
@ Per capta consumpron {I/p/c} 152.5 138
R sk of severe restrictions in o drought % . o 4.4% o 0%

@ Asset resiience {water netwark r above ground asses) 88.4% B6.5%
@ Treatment works compliance 97.6T% o 100%”

Asset resiionce (woter ne-wor«< + above ground assets) 88.4% 86.5%

Current pardformance far 01, 13, 171 aac Ps meas.ares as of December 2023 Current oerformance tor 22 measares as of februory 2024

“his table shows *he metrics and -orgets to manage our top 5 transitional rnsks

Performance Target
Risk Metric FY 24 FY 25
@ Reduction of process em ssicns {Copbx) 50% reduction 1n fug five
- o - 0 erissions by 20307
@ Lnergy self-sufficiency {%)
. _ o S e o 25% - 35%
@ Parcentage of capital projects with low carbon foo print
e L U I A% 3%
@ Scope 3 emssiors ntens ty reduction T% intersity reduction
e o - o ~ Q o eacn yeor
@ % Recuction in CO. comparea with 2010-11 basel ne
I . e . 65% . 65%
Environmental Perfarmance Assessment (EPA) 2-star 3-star

Svoect o Qfwat fira determinanion

Tap 2040 Net Zers targe! Ehat corrcanies 1a Wo o5 0r0 0xo0cTen 0 aoh eve follows atenien target years of 2020 2030 ord 2040

This table shows -he metrics and targets o realise our 1cp 4 opportunites

Performance Torget
Opportunity Metric FY 24 FY 25
@ Meters asta lea
e o - o 48% - 51%
@ Bioresource product quanty %
- - o o o 29.5% . 973%
@ Water corchments ~proved
23 18
Kr of nver imuoroved 345 218
@ % Teaucrion n OO, corparea with 2010 11 basel ne o R
65% 56%

A6 AN LA PO A AT T I s el SN0 3T WA L 208




STRATEGIC REPORT

The table below outlines our Mmeasures In managing clmate-related risks and opoortunities
Risk Description of
@ Measuring internal sewer flooding alows us to understand the extent of the impact of this risk on the

community ond the custamers we serve We have set a target for 2025 of 200 {number of incidents)
Tne resilience measure, nsk of sewer flooding In a severe starm, 15 a key element In our 'ong -term strategy of

reducing flood risk This measure s the percentage of the pooulation ot risk of o sewer flooding in a 1-in 50
year storm.

@ Measuring the uccepmbwlwfy of drinking water 1s o tep pr onty far cur custormers. 1115 Important that we

provide water which not only meets quality standards but s accepfoble to customers We have set o torget
for 2025 of 1.58 contacts per 1,000 populotion served This 1s supported by tne Event Risk 'ndex (ERI) fo
measure our response to drinking watrer quality events and assess the impacts of events on consumers We
have set a ‘(orgef score for 2075 of 10,

@ ffer Capita Consurr*pnon and the risk of severe restnctiors in o drought serve os va uable measures oy
mform\ng uemond momTonnq and drought preporedness We haove set a F’CC Toger for P02y of 138 \/h/d

@ Tne woter network and above ground assets resilience measure ollows us to identify o risk of mojor custamer
impact 10 extreme circumstances These are “he assets where o fallure leads to interruptions to customers’
water supply.

I he water retwor< and above ground assers resiience measure 1S used 10 conjunchon with frectmert works
camplionce to understand the risk of an inability to supply our customers ang where comp 'ance failure
woula have the most significant impact on the environment

0 'n our PR24 submission, in AMP8 we proposed to invest £38 55M in Caokx (pos* frontier shift and reol price
effects, and in A0P2/23 price base) towards an investment package for a reduction in process emissiors
Tlhis mivesline] puckuye uirns 1o enable measunng and centroling ot tugitive emissions, such as nifrous
oxide (N,O) and upgrade the level of confidence in reporting. We have set a target fo achieve a reduchon
of over 50% by 2030 which supports the intenim targe-s (2020, 2030 ond 2040} with respect to Net Zero

that companies in Wales are cxpected to ochleve

@ Energy seif-suff ciency 1s an excifing area for us and cur customers, as new technological opportunities are
cantinually presenting themselves Therefore, -his measure serves as an indicater of our commitment o
supparting the homm 1o to 1eT zero and adopting energy-efficient ‘echno\ogaes

Momitoring the parcentage of copwol projects with a low carbon footprint will support our gook of reducmg
greenhouse gas emissiors and ensure our caprral Investments align with ermission reduction ~argets,
mitigating the rsk of non- comphance with potential emissions trading schemes, ar carbon mx fcqu\romvms

Scope 3 relates to uostreom and downstreamn emissions from supply chain activity or customer use of
products and services. This measure will provide visibility into supply choin em ssions and help to idenhfy
creas where technelogicel so\uhons are \ockmg or insufficient ta mitigate residual emissions

Through mon toring our reduction 1n CO. emissions, we are oble to measure progress against the broader
gool of Net Zero by 2040 and by the end of AMPS ensure our targets al gn with those set by regulatory
bodies and tne NEP Our impact on the environment i1s assessed through the Environmental Performance
Asgsessment (EPA} ond we will torger o 3 -star score

0 6
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TCFD

CONTINUED

Measuring the percentage of household custormers metered demons rates our progress towards recalising
rhis apporfurity and improving the moni-oring fer water consumphion *o create o more sustainable and

resilient water future
This measure s the percentage of Wastewater sludge producing an enhanced Bicselids Assurance Schene
{BAS) accred tea Biosohds produc Trus provides an indicator of the exten: to wh ch circular ecanormny
princioles are being implemented in wastewater treatrment and brosolids ranagement

This opportunity 1s measured through our ESG objective of L orng-term planning and sustainability Our focus
arec for this oijective .s Working with & Nutrient Management Boards ard other thed parlies, to enable
sustoirable developrments in the Wye ang Lsk catchments The measure Km of river and water catchmen's
improved Qssesses our progress agamnst this oojective

@ Our ESG objecrve of Demonstrating accourtability has a focus area "o re-issue the supplier code of
conduct to 'nclude our Sustoinable procurement aspirotians ir 2024 We will measure the effectiveness of
sustainable procurement in our Supply cham througn our reductions n CO,|

r - - .. ¢ T La T I e o, e e e
o See S0l Slarbhoy DT R Tt TV YT

The UK Water naustry Research Lirvtea developed o standordised workbook & associated methodology for est mat ng
Ooerational greenhouse gos, GHG, emissions, called the Carbon Accounting Workboo<, CAW, to oring consistency and
accuracy to the report ng process across ne water ndustry It s updated annually 1o reflect latest UK Goverarment emissiors
foctors Our dota is reported annually 1o ISO "2064 corbon reporting standard

in assessing pragress agaimnst our target ta be net-cere by 2040, we reoort our detalled performance against our Scope T ana
2 emissians, and the six mmateral Scope 3 categones to our sector- fuel and energy related octivities, upstream transportation
and distribution, waste generated 11 operatiors, busiress trave., downrstrearn rransportat on and d sTributior” and, end-of-life
freatmert of soia products’, on page 79 of this report. For the avoidance of deunt, the Scope 3 emissions exclude categornies
7,8 10, 1M, 13,14 and 15 on the grounds of matenality and being ours de our operational corrrol A sumrrory of our FY 24 aro
pnor years coerahonal (woste ana wastewater) emissicns is shown below

Gross annual operationaf GHG emissions (all velues in Kilotonanes of CO, equivalents) FY 24 FY 23
Scope ” 62’ 625
Scope 2 !location oased} 916 307
Scope 3iocaran-besedy e 882 58
GHG efficiency rotios (kgCOe /MI) o

Emissions per M| of drirking water o ___—g_ T _Z_
Em ssions per M of wastewater 79 102

Scope 1 5C% reduction by 2030 Ne+ Zero by 2040

Scope 2 O by 2035 Q 1n 2040
Scope 3 T% ir-ers.ty recuchion each year unger Net-Zero by 2040

*he UNFCCT Race to Zero pledge

Energy self-sufficiency (%) 2025 35% 2050 50%

% Reduction in CO, compared with 2025 e6% 2050 100%
2010-2011 baseline

1o

The Qutcomes performeonce commitmer” appe~dix se's oot deta ted irformar or o the mecsures used 1© 35058 116
clmate-related r s«s and ooportur tles on page 46

Uwtcomes se-farrmarge cormm t~ect gppenc . mps fwww ofwat gou ueian conte-t/oe 0ads /20 /0TS Y araft cetar rat oos D%

~ect-apontaex odi

Zyrrg-Oucomng -rerferrmarce-com

o~ Szsoen T aad trese reale '0 o wa'er supny act v les

54850 r0UTC T LU waSTEwWCter treaTreec gl s tes
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How We Plan

WW205R0
Welsh Water has a long-term strategy - Welsh Water 2050,
frst published in 20718 It outi nes the key challenges and
apportunites for the business over the long-term, and how
we plan to respond to them to ensure we continue o provide
a residient and sustainable service The stratogy urdergoes
a full rev ew and update every five years, with the first review

having taken ploce n 2022. 5-YEAR BUS!NI{_S% PQANS
Alongside Welsh Water 205C (WW205Q) we launched our SUBMITTED N PRICE
Wellpeing Commitments ir 2020 (These were the Welsh REVIEW PROCESS

equivalent to the Public Interes® Commitments published by
water cormpanies in England in 2019 ) They are aligned te the
seven Wellbeing Goals identified in the Weallbeing of Future
Generations {Wa'es) Act

Qur Environmental Social and Governance (Z5C) Strotegy

was reviewed and approved by the Board's ESG Comrmittee AW AT o
in February 2022 {ond 1s ovailob e to view at dwreymru.com/ AMPT ‘AMPL“’)
esg). [t includes 10O key objectives to support the focus on

ESG issues in the cortext of Welsh Water 2050

The Long-Term Oehivery Strategy {(LTDS} was developed
clongside the PR24 Business Plan, meeting o requirement
of Ofwat's PRZ24 methodology. It is focused on the
enhancement investment required to meet agreed long-term
ocutcames to 2050 urder a range of scenanos

poteame ANNUAL BUSINESS
For WW2050 strateg c responses see Appendix D on

page 217} Tor vur E5G objectives see Appendix b on PLANNING PROCESS
page 221.

AMPY Business Plan {2020-2075) After cansulting our
customers we ogreed with Ofwa: (under the PR1Y process)

o 5-year pregramme for 2020-25 involving mere than

£2 0 billion in capital investrnent t includes real-terms

bill reducthiors, efficiency improvements, ard o total of 56
perfarmance and inves ment delivery targets for each year of
the period.

The PR24 Business Plan for the next frive-year period
2025-2030 (AMP8}, was submitted in October 2023
for scrutiny and chollenge by Ofwat |t s aligned with our
long-terrm goals under WW2050

Qur onnucl internal business plans set targets which are
stretching but deliverable taking into account the previous
yeor's petformance and perforrrarce commitment torgets
set 'n the most recent arice review
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S172 STATEMENT

The Dhrecrors are reguired
Yooact oooamanner which
CoMTEaEs with tneir dutiey
G the Compamios

e L

The relevont provs-ons of Sechion

172 of the Compames Act require ¢
Director of @ compary ‘o act In a way
they cons.der, in good faith, would
most likely promote the success of the
Compony -1 doing this, the Director
must have regard to, armong other
matters

= the likely cansequences of any
decision :n the fong term,

»  the interests of the company's
empioyees,

+ the need to foster the company's
business refationships with suppliers,
customers and others,

«  the impact of the company's
operations an the community and
the environment and

- the desrrobilty of the company
maintamning a reputation for high
standards of business conduct

Set out below 1s an overv.ew of how

the 3oard has performed its duties In
this regard guning the year. For further
information, please see the Governance
Reocor on podes 37 ta 156

Engagement with cur stakehaolders
plays ¢ wital role N our decision
making, with oll Boora agenda

itemns considering the interests of
stakeholders and “he impac- on
them of our decisions. While we airm
to maintain a diverse range of skills,
backgrounds, and experiences on the
Boord, we aolso value heanng directly
from our stakeholders throughouwt

the year The Board cortinues to
seek mew woys of engaging with the
varying perspectives of our Customer
and Community stakeholder groups,
including those engaged with our
Developer Services, and with Supphers

The Bons Cblignion o
,
L

Proraste the

Aoy - o

7 of the Campan,

STV

As a custormer led business, addressing
tne org term impacts of our
operations on our communities and the
anvironment are cantral to our strategy
Delivering -hat strategy necessarily
involves fosterning relationships with

governments, regulators, supgliers and
custorrers, but also critically depends
on colleagues across the business and
on our supply chain.

Customer Engagement

The customer voice 15 rapresented
through the Independent Challenge
Group (ICG)

Beard Members attended "Your Water,
Your Say" events in April and November
2023 to allow custorers ond other
stakeholders to pose questions cbout
1ssues that are important to them,
including priorities for the furure as

we develep our bus:ness pians ‘or

2025 30

Stakeholder Engagement

“he Board regularly hears directly from
our principal stakeholders, ircluding our
reqgulotors, through therr attendance at
Board meetings The views of regutators
are gathered both directly through
invitations to artend our Board and
Qualty and Safety Committee (Q5C)
meetings, and Indirectly as regulatory
correspondence and meeting detalls
are relayed by members of the Dwr
Cymiru Executve team {DCE)through
monthly management reparts to

the Boord,

During FY 24, the Qualty and Safety
Committee heard directly from
Directors of Natural Resources Wales
{June 2023} and the Chief nspector of
the Drinking Water Inspectorate (March
2074] Tne Charr participates 10 regular
meetings chared by the Charr of
Natura' Resources Wales alongside the
Chairs of Cfwet and Hofren Dyfrdwy

to review progress in improving river
water quabty in Wales. The Chair alse
ottends periodic mectings of chairs of
water companies across Englond and
Woales with the Charrs of Ofwat ard

the Environment Agency fo discuss
1issues affecting *he water sector, and
the CEQ ottends sirmilor meetings

of the Board of Warer UK clongside
other water company CEOs The CEO
haos attended the Phosphate Summat
meetings colled by the First Minister of
Woales to imprave river warer quality and
presented on the centribution by the
company to its achievernent The Chaer,
CLO ond CFO have met cenodizolly
dunng the year the Welsh Government
Caobinet Secretary for Climate Chonge
for Woles alongside officials of Wesn
Goverrrrent fo review the company's

STRATEGIC REPORT

progress against its objecfives n the
context of Welsh Government policy on
worer

Throughout FY 24 the Group, and

the Water Industry generally, has
been the subject of intense media
and pub ¢ scratiry In the face of this
challenge our executive colleagues,
notably the CZO and cur Managing
Directors for Water and Wastewater,
hove made a concerted effort to
devote fime to meetinrg with interested
stakeholder groups across Wales to
better undearstand "herr viewpoints,
concerns and needs Among other
groups, considerable hime has been
spent with groups and individuals with
concerns linked to pollutian gna river
qualty, including detorled engagement
to inform the development of the
Group's hve Event Durahion Monitoring
website whicn provides live data on
the frequency and duratien of releases
from storm overflows

Board Members attended the Drinking
Warer 2022 {(Wales) presentation by
the Chief Inspector Dnnking Water in
July 2023 which provided an overv ew
of the quali~y o* public and private
water supplies in Wales

Supniier magagement

Suoply chain risk is noted as ore of tre
principal strategic risks reviewed by the
Board, ana the Board receves monthly
reparts via the Monthly Management
Report (MMR) from the Commercial
Director, including on update on any
procurement or key supplior 1ssues

This has been a porticular focus of
Board attention over the past year

in order to ensure the avalobibity

of appropriote skilled competitive
supplier resource ta deliver the plarned
marenal iIncrease in the capttal
investment programme duning AMP8
This helos ensure that the services
proviced to custerners, the delivery

of our investment schemes, and the
provision of other goods and services,
are 1n ire with our expectations and
Compaony volues Board members alse
meet regularly with representatives

of contractors working on our Capital
Projects programme when atterding
site vis ts. We have o Supplier Payment
I'clicy and we are o s'gnatory to the UK
Government Prompt Payment Code
(see page 75 for details)
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S172 STATEMENT

CONTINUED

Smployes Engogement

“he Board promaotes inclusivity and
SJUpports developing everyore to
ther full potentia . Regular updates
on health ana sofety, stoff turnover,
absence and sickness levels are
received and key pelicies such os
Eguality, Divers Iy and Incuswity, and
pay, aore reviewed at the Board or at
relevant Comnmittee meetings. There
are also regular updates from the DCF
on discussions with the recognised
rrade urions, through the Senior
Negotiat ng teamn, and in relotion to
employee ergagenent surveys and
the action plon ogreed by the DCE in
response to collengue feedback from
the survey

“he Chair of the Board and Non-

f xecutive Directors meet reguiarly with
groups of co leagues from all business
areas These meetings ore informal
without a fixed agenda provid'ng the
opoortunity for collecgues fo raise
issues with Non Executives and for

tne Board to understard at first-hand
what 15 top of mind for colleagues
Notes of the topics discussed at these
meetings arg foken and shared with
other membars of the Board ot the
next Board meeting These colieogue
mee-ngs are Typrcally held remotely
rather thon 1n person, encbling & wide
geographic spreod of co eogues
Separate meetngs ore also arranged
wi*h managers across the business by
way of informal maonagers' unches with
the Board, which provide colleagues
with the oppeortunity to discuss exist'ng
and emerging 1ssues with Soord
members, and for Bourd members to
receive d rect feedback ond insight

The CEQ, CFC and members of

tve DCE also particisate m ancual
Employee Roadshows ocross its
operational grea Dunng FY 24
cpproximately 2,20C coreagues
attended tre Emoloyee Roadshows ang
received <ey updates on strategic and
aperatonal ploans and were prov ded
the opportun’ty 1o rose questions and
provide valuoble feecoack

52 ANRLAL 0D B ALCTILN G0 e o

Engagement with
Glas Members

“he role of Glas Members I1s set out or
pages 97 ard 110 of our Governance
Repors Our Members are drawn

from across our supply area and the
Independent Membership Selection
Panel (IMSP), chaired oy Sir Paul

S:lk, aims to ensure a broad spread

of packground, skills and experience
within the Mempership

Debra Bowen Rees, ane of cur
Non-Executive Directors, 15 ¢ member
of the MSP and, therefore, has

a particy or connaction with the

Glas Membership

“he Panel carrnes out an annual
recruitment process to refresh ~he
Membership as Members step down
{ofter a maximurs 9-year term}, [he
Board mects with cur Memoers n
July ond December each year and
welcomes inpu* and constructive
chollenge from Members on key
strateqic 1ssues at these meetings,
where there s always an opportunity
for Member feedback and discussion
In aad fion, Jegonal Members'
Meetings at 3 afferent locations across
our operating orea are scheduled
twice throughout the year to provide
Memupers with <ey operaticnol ard
strategic updates and act as a forum
for further engagement with and
challenge ‘rom the Memoership to the
Board and DCE.

“he Company Secretanat team
ensures “hat Members are kept up to
date on curtent 155u¢s affechng the
business on o regu ar bosis and feeds
bock Members' v.ews and engagement
in “he Company Secretary’s report to
the Soecrd at each Board Meeting

TETY TEN

TUGQNRITICT

~ef¢\.qr;;

“he ICG comprises custorrer ard
environment advocates from a broad
varicty of backgrounds it maees
regular y to review and comment on
customer reseorch, strotegy, oolcy
anrd iticives The Char of 1ICG
attended the PR24 Custorner lrs-ght
agerda tem ot the June 2023 Board
mee*ing to provide on independent

L M3 3 MAID 2020

averview of the custorrer engagement
and resea-ch that hod contributea to
the Group's PR24 pusiness planning
crocess, dentifying the key priorities for
customers "hat needed to be reflected
in the Group's business plan

GrdErment eath
aobrpendent

N RIITATATE ST TTat T ANS TR LT
et TR AE

The Panel includes representatives
fromr environmental non-governmental
organisa-ions [NGOs), academics

aond third sector organmisations Tne
independent Environmertal Advisers
fo tne Boord's Quoiity ond Safety
Committes (QSC) attends meetngs
of the EAP and reports back to the
Quality and Safety Comm.tee on
1ssues of relevarce te the Commitree

Xurs i,

B R S L,

Dunrg FY 23 members of tne Board
and DCE attended the Croup's Anaual
Investors Meeting in candon The
Group's Treasury team 1s also in regular
contact with investors and credit rating
agencies througnout the year All
formal communicat ons with Investors
are approved by the Board, ana
investors ~eceive a s.x-morthly Investor
Repaort on which they are welcome to
follew uo with the Treasury team

The Dwr Cymru DCE (the DCL}, which
s led by the Chief Executive and
includes the Chief Financial Officer,
1s responsible for the operational
mancgement of the Group The Jeam
1s designated as senior management
for the ourpose of the UK Coroorate
Governonce Code but not for the
purposes of section 414C({8} of the
Companies Act 2C06 The DCE
comprises “he senior funcricnal
management roles and those wih
resporsibility for interachng with the
Company's principal stckekbolders

Cur Meraging Directors for Water,
Woaoste Waoter and Retar! (Houseraig
Customers} attend al Board meetings
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The Raie of the Boord

The Board oversees measures to ensure that staxeho der interests are olways considered Papers prepared by management
for Board approvel include infermation on relevant stakeholder congiderations to be discussed as part of *he debate when
making decisions This 1s to ensure that suffic ent attention 15 given to stakeholder concerns, and that ~he interests of all
relevant stakeholders are considered in the Board's decsion making

This includes making decisions asout the long-term As s very much aligned to cur Purpose, the decisions the Board

makes now will have lang -terr imolications for cur custormers and communities now ond for generations to come. Inis s
partcularly true 1n relation to the long-terrn availability of water which .5 impocted by the ervironment climate chonge and the
demogragphics and usage habits of the communities we serve. The Board receives regular updates on lang-term frends and
considers long-term strateges for cerbon and energy, water, and wostewater management resource planning

By drect engagement with ermmployees through employee engagement sessions, informal meetings with managers, and by
conduchng operational site vis ts (see page 110 for more detalls) the Board s aple 1o see and experience at first hand how our
culture and values are applied across the business Mointaining or effective and dishinchve culture within Welsh Water, under our
not-for-shareholder constitution 1s a key component to support the delivery of our strategies and the Boord’s decision making to
promote the long-term suecess of the Cormpany. Read mare on cur culture and values at cages 05 ro 12 of this report

Board decision making i relotion to our stakeholders during FY 24

mmﬂmmmmoma

stakeholder feedbock - _ _
River Water Quol'ﬁy Resporse to public and regulatory  [ollowing detalled stakeholder and customer engagement the
concern about sewage pollution: Board approved the aurchn February 2024 of the Group's
Publicatian of near real time near rea; f:rme Storm Overflow Map. This launch waos o further
Strom QOverflow data. demonstration of the Group's commitrent to being open and

transoarent in lire witn the expectations of custormers and
srokeho\ders

Frrst Minister’'s Phosphate Summit Board members o*ier*ded each Summﬁ ond coﬁmbuted ta the
{March and Decemper 2023} Action Plans agreed ot the Sum it The Group continues to e
a signtficant contributor to the 'Teifi Demorstiator Catchment'
Project, which seeks o develop and mplement innovative
solutiors to mprove river qualty within the River Teif and act as a
oot for sim’lar collaberative projects on other rivers ’

Cost-of-Living Supporfing our cusfomers Tre Group hos approved continued Investment and resource
Increases through our Vuinerable Customer for its Social tanff imhatives 1aclud.rg the infroduct on of the
Strategy Cymuned scheme which provides financial support for quaifying

working households who are strugglhng to offord 1o Cost-of-Lving
increases Feedback received *hrough stakehoider engagement
wiil be incorporated into an vpdated Vulnerable Cus-omer
Strategy for 2074 which will continue to support custorners

into AMP8
PRZ24 qunn'mg Custormer and stakeholder The Board's insight into our customer and sToke%o\der pnorit es,
engagement gained througn customer engagemen+ and resecrch, and

partficipotion n the Wales PR24 Forum, has been used as part of
aur PR24 planning

Estates Strotegy Hormenisation of land Through engagemen* and colaboration with land owners,
manoagement, water cotchmeant, to harmonise land management with wa'er cachment, ana
biodiversity, ard net-zero proactive dialogue with natana porks and regulators an updated
strategies Estates Strategy was developed ond approved by the Board

This seeks fo suppor' the Group's 2050 wson by leveroging
land holdings to optimise customer we |being, promote bealthy
wfesry\es foster biodiversity, and support ecosysfenﬂs

Leokoge reporting Mlsreporrmg of Ieokoge and per Fa lowing tne outcome of the Cfwal inveshgaotian tne CEO
capital consumphion duning FY 21 expressed regret 1o all its stakeno-ders ‘or wnal had happered
and 'Y 22 1dentified ir May 2022 Trne Group hos orovided cppropr ate redress ‘o all 115 custorers,

committed to a substantial iIncrease in investment in this areq,

ana strengthened relevanT operot.oral teams to mee” pranned
reductions in Ieokcge and pe ccpno consumprion

Staff Benefits Prowslon of Private Hea.thcare for Following feedback receved from Glas Memoers ‘rhe Grouo
all Staff Members. approved the pravision of paid for private nealthcare for ali Group
staf® members.
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THE VALUE OF GOOD ENGAGEMENT
WITH STAKEHOLDERS

This 1s achieved through ar ongoing engagerment strategy which 1s overseen by our ESG Committae, which reviews and
monitors progress aga nst odar engogement plans This s presented 1n the form of a stakeholder motnx which 1s organised

by our commumicahons team who, a'ongside members of the DCE, are responsib e for nandling relotionships with our key
stakeholders including the We sh Goverrment and our regulators, "o maintain o pesitive 2-way dialogue to nelg implement our
bus ness plans and support fhe wider ‘Team Wales’ policies where aporopnate

A high-level view of the value we create for our stakeholder groups 1s included in our business meoel or page 10 The
table opposite on page 55 15 based on the stakeholder matrix regularly provded to the ESG Comemittee and sets out our
stakeholder engagement activity in FY 24, alongside our stakeholder groups’ nterest and our engagement okjectves
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STAKEHOLDER ENGAGEMENT
DURING THE YEAR

Financial and
investors

lo ensure financing s
avalable when needed at
an approprate cost and in
accordance with our ESG

Secure and dependable
inves ment with a strong
understanding of our
Strategy, perfermance,
ombrtior and culture,
reflected in o positive
ESG age~da

Investment Poicy

We nave a comprehensive pregramme of
investor engagemen® including site visits and
regular d alogue to updote them on financial
and operational performance, nsks ard potential
mrhigating actons

QOur People

To mot vate, support and
ampower an open ard safe
waorkforce thot works for

tre benefit of custemers
both todoy ond In the
future This will helo us

Ermployment with o
trusted and reputable
employer that does

the ‘nght thing" for
customers, com™munit es
ond the environment
cont nuously mprove our
cLstomer service os we |

as our operational ond
anvronmental gerformrance

Al col eagues are invited to o montnly CEQ
Teams cal and given opporturity fo pu™ questions
to the Executive, this is supported by continual
communicahien to support coleagues' heatth,
safety ard wellbe'rg as well as a ser es of anrual
Colleague Roodshows whereby the Fxecutive

host over 20 "~owr hal events' acrass our
operat:ng area

Customers,
Communities
and Scciety

To earn the trust of our
customers every doy

A gependable

and frustworthy
company that works

in the interests of its
customers, community

To rfluerce behoviour fo
&g reduce consumption,
not ado nappropnote tems

and envirorment
to wastewater and sewers

lo moart understanding

af our operating ochivites
and plans fo deliver agoinst
their, and our, chjectives

Regulators and
Government

Efficiert high-
performing company
thot efficiently and
reliably provides
essential sarvices, ond
adds wider socia and
envronmental va.ue

To gon *heir input to and
agreement for our Business
Plens and support our wider
‘Tearm Waies' po'ic.es where
appropriate To understana
ond Influence po'icy
d.rection

We hosted twe open Your Water Your Say'
meetings to helo infarm the development of

our 2025-30 Business “lon We meet quorterly
with CCWarer and gur Independent Customer
Cnollerge Group, which play @ <ey role in
protecting customers' inferests We Track customer
perceptions including trust and sahsfoction
agains® key ndicators We olso offer customers
anline self service options to report problems and
tney con also contact us 24/7 through an array of
aifferent channels.

and management level “o discuss operat onal

ond repurat orol issues, os well as legislative and
performance recuirements and associoted motters,
future plans and po'icy decisiors/proposals We
also engage regularly with the Welsh Government
and local government officials and elected
representetives on water ard envirconmental 1ssues

Industry and
Business Groups

Jo colloaborote o~ To work together ro help
the Company achieve I*s
cbjectives ond add va.ue

to the communties with.n

commicn goals that
support tre needs of
fheir members and therr
organisations’ cbjechives  which we operate

&

Suppliers and
Contractors

To engoage ana collaborate
with supbliers thot support
cur ethos and share

common ESG goals, “hereby
ensuring the deliveropility of

To meet ther clients’
reeds to Improve
their own reputation
ard suppaort theirr own
corporate goals

our plons

We play a key role as o~ ‘gnchor cempany’ in
Wales and a member of advisory bod.es such as
the loD and Business 11 the Comrmunity, o ersure
we Infruence ond provide strategic input on various
po icy cgendas

Hav ng agreed performance measures at the
outset of our relat'onsmip with suppliers, we

often meet them to monitor and review therr
perfarmance inc uding their health, safety and
welibeirg We hest cud'ts and inspections of
suppliers ensuring that we can provide cons.stert
and secmless services fo customers

Environmental
groups

To protect and enhonce To goin insight on the
the env ranment and wider envrronmenta
agenda, to goin suppor”

and constructive chollenge

tockle the cnallenges
assocrated with
climate change on our plans, to develep
coiaboratve and innovative
apgeroaches/fprojects,

to improve ard defend

tne reputation of the
Company's commitmen- to
the environment

With our environmenrtal performance unoer
scrotiny, we often meet - bolk 'n privote ard os
pa-t ef publ ¢ meetings — with environmental
groups fto discuss Investment plans to help
address issues and concerrs 1his Is supported
by our Independent E~vironmental Advisory Panei
(reoresentirg frontlire orgamsations in Wales)
which meets & hmes a yvear fo help ensure that
we maxiruse the benefits of our investmant
programme for customers and the environment,
ond te secure o sofe and sustanoole future “or the
ervironment.
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OUR APPROACH TO RISK MANAGEMENT

Eaterprize Risk Managameanr Process:

Our Enterprise Risk Managernent
Framewark provides the struc-re

for the business to ant cipate and
report threots fo meeting these
custarmer commitments and to
-espond effective’y when nsks
matenahse This framework includes:

‘ Q + A Group-wide risk management

. . process

= Awell-estachsted governance
structure prowichng Boara
oversignt of risks, supported by
oversight of the nsk management
grocess by the Audit Comim tree

Governance roles and @ "“hree Lines of Defence

and responsibiiities ] meodel that astabl shes ownersaip
o sk managament processes

Three lines
of defence

Framework A Board-led aoproach *¢ rizk
evaluation . cppetto, based on our customer
. comrmitrmerts and strategy

e e
T e e

The ERN Framewsrk asiabishas an
ERM orocess anich delines how risks
are managed ond repcrted across
Welsh Water, llustrated below

The Group operates the ZRM using
o ‘Thres Lines of Deferice’ model

whicn ensures accountabihty and
#  ownership for nsk dentficaticn,
' assessment, mihigohion aad
Tanfaonng Gt ar asset, project
function and strategic lavel The
Board uversees the systerm ensur ng
't ahgns arth our risk appetire
and strategc risk obyscivas. The
Beard also awversess policies, shich
defire nisk conduct anc cantiel
rogpoiternents for the Droup

Sore gV Lot

Ve tarefully mancge nisks in ine
afn our strategy and our prirtary

18

ropnse of providing esseatial
services ‘o 31 milan pecple
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The Three Lines of Defence

Walsh Water operales the Three Lines of Defence mode Under this model

Operaticnal managermant has ownership, respoasiility, and accountability
for directly assessing, monaging and rmitigating rnisks

Specialet cortrof funchions and internal governonce badies momitor ana
support effective nsk managernent by the first ine, They also ensure
tne flow of risk informat or up and down the orgonisation, including risk

escaolahon profocols.

Irdependent assurance over the adequacy of design, effectiveness of
operation and susta nabity of the systerns of internal contrel

Risk "eam

Al employees

Internal Audir

Business area and
asset managers

Dwr Cymiru Fxecoutive

Project maragers

Governance Groups

and Committees

The Board and Audcht Committee si- outside and regularly receve reports
and assurarce from, the tree ines cof defence

Qur risk appetite 1s defined in the
Group strateqic risk cbyectves which
are reviewed and approved by the
Board They align to our strategic
themes (Delivery te Customers and
Communities and Pretecting the
tavironmer~ (see page 09 and are
Jsed to support risk -aware decision
making

“he Group recogrises that continumg
to fulfil the Company's primary
puroose, of providing essential
services 1o 31 mlion people across
its supply arec and minimising s
impact on *he ervironment, depends
cn having sufficient funds 1o Invest
for the ong rerm Achiev ng .ower-
cost financing requires the Group fo
protect its reputation and the integrity
of its relationship with customers and
cother stakeholders As pa-t of this,

its appetite 1s for a generally low level
of risk related to performance and
custarer serv.ce, allowing for some
innovative soiutions to delver the best
longer-term value for custormers and
the wider communty

Prov de high guality and better value
drinking water and environmenrtai
services t¢ enhance the we -peing of
our customers and the communihes
we serve, both now and for
generohions 1o come

Invest in our assets and people In
the best interests of cur custorners
The Group will invest funds
efficiently and effectively in the
asschinfrostructure 1o ensure the
pest value for current and future
customers it wil also work to attract
and retain appropriate skills and
resources to ensure high levels of
customer service.

. Stable/ef‘icient access to funding

ond hguidity. The Group plans to
meet poth p'anned and unexpected
cosh outf ow reguirements that
arise Stress testing for unexpected
avents will take place prior to plan
approval

W antan stakeholder confidence
The Group nas no appetite for
rmatenal risks which would result in
reputational damage or adverse
health and sofety conditions for any
internal ar externa stokeholders,

STRATEGIC REPORT

Developments durning

—

the Yore - Chirrate

Change -FHejated Hiks

We continue to integrote understanding
of the impacts of climate change Inte
cur FRM processes, alongsige the
embedding of climate scanarios within
strategic olanning Risks of faiing

1o adopt to climate change or meet
carbor targe s are regularly reviewed
by the Board A more deta led suite

o ESG and climaote ¢change -relatea
risks receve further focus at the

ESG Commmuttee of the Board (see
page 123).
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The Board

overseas governance ncluding
the ERM framework, approves
nsk appetite, and reviews
strategic and emerging nisks
supported by DCE's regular
update and overview of risks.

The CEO

under authority delegated by
the Boord, proposes strategic
nsk assessments, including
risk appetite, to the Board

and the Audit Committee for
consideration, medification,
and approval They ensure the
effective operahon of a system
of risk Mmanagement and risk
governance at management
tevel, to inform decision making
on financial and operchonal
planning and achieving
objectives

The Audit Committee

on beholf of the Board,
oversees the ERM framework
and nsk management
processes, including receving
assurance from maonagement
on risk oversight processes
and recansng audit reports
from Internal Audit covering
the effectiveness of the rsk
management framework ond
underlying systems on control

The CRO

monages the Group's nsk
management processes,
including ERM framework and
flow of nsk information They
prepare reports for Board
meetings, tughlighting changes
to strategic and emerging risks,
and prepare gquarterly reports
on business rnisk registers for
review by DCE

The DCE

overseas enterprise risk
management discusses
strategic and emerging risks,
reviews business risk registers,
oversees the ERM Framewark,
and recommends nisk appetite
to the Board.

Internal Audit

must satisfy itself that the
systemn of risk management

15 effective and ensure risk
mitigation actions have the
capacity ta reduce gross risk fo
the required risk appetite fevel

Individual Teams

manage rnisks within their areas,
record ERM nisks, update Risk
Register, define nsk owner, and
escalote through team leader

Fack rsk has o risk owner responsible for assessmant management and reporting For ERM Risks the nisk swoer 1s oty
a Director or head of service For Project R sks, tre ris< awner 1 normoliy the proec’ monager Tor Asset Tisks, the nisk owner
15 normaily the head of service or assat owner

Every colleague :must identify nisks 1n the 1 arza of operaticn and corrpiv with contron o rmifigate ther Rk thot rarnas be
moncyed indvidually shou d be escaloted Cach nisk has o nck cweer accsuntable for +

The ER -romework def nes nis< manogemoent roles sseblishirg awnership of sk mancgerent orocesses, ieporting
anc overs ght
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Principal Risks Faced by the Group

We carefully assess these risks, considering their lkelihcod and the potential severity of “he r impact on our customers,
reputation, and finances As some of our pnncipal risks are highly interrelated, our mitigatron strategies, controls and ochions
are developed accordingly

CQur profie of residual sk, reflecting these mitigoting actions, has ircreased in 2023 Notably, stakehalder focus on our
environmental performance has increased, mpact ng trust nisks, and we recogn ze that our performance must iIMmprove.

Rick
Envronmental perlonmance

crd reputaton

9 Bl ikes . carfirurty

e Chmate change impacts anae

trams fom sk
o Feealth oo aufet, pagiar icode 1t
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o Opershiona! portormancs and costs

o Lass of trese, particdlzrly By our

Tsterars

Severity

9 Baoele talert ana deearaty

OO

Firarce nsk and cuslomerns
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OUR APPROACH TO RISK MANAGEMENT

CONTINUED

Environmental
performance and
reputation

There is a risk that we may not effectively
manoge our impoct on the environment,
mee* env renmenta’ standards, and we
may rot adequotely address the concerns
of s-akeholders regarding environmertal
issues. This could result in o loss of

trus® from our stakeholders and lead to
sigmficantly ncreased costs, potentia
damage to reputat-onfcustomer trust,
and ar sigmficant fines/prosecutions

2]

Business
continuity

The fallure of strateaic assets, workforce,
corporate systems, supply chain prowisior
or external events leading to the inability
to celiver essentia service provision of
clean and sofe drinking waler, wastewater
services, environmental orofection or
cash coilection

9

Clirmate chonge
impacts and
transition risks

The rsk of faling *o mitgote/adop® 1o
acceieroten chrrate change leading to
our infrastructure being overwhelmed by
waather everts in a part of our cperatirg
area, or sigificantly damoeg ng mLinple
asse’s, impactirg rratenclly on *he
ervironment, sarvice provision, custo™mers
and our reputahnon

o

Health and safety
major incident

60 2nn A
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There 15 a  s< of an cmployee, contractor
visier or rrempoper of the oublic suffering
< serous inury, ! nealth or fatality onising
out of, or In connechion with, our work
activ ties Although we do everything

in our power to avoid personai Mmury of
cny sort, their occurrence raises the rnisk
c’ prosecution, potent al for fines and
crrm nal proseculions aga-nst individual
Cirecrors, and ioss of reputotor This
could sccur as o result of farare to
escklish and/or meolement sofe assets
safe working proctices or sutable
confreetor management arrangerments
10 line with legaol reauirements ard best
prachtice

<ey operahonal achvities are controlled usirg
managamen systems certified to |ST 14001

We continue to wor in partrership w th community
groups, the IEAZ goverrment ord regulators to
understand environmental concerns and agree pronties
for current and future investment

On river water quaiity, and SOs specifically, we work
with +he Welsh Government River Water Taskforce,
Nutrient Maragement Boards and ofher similar grouos
to develop our plans A key example 1s Our Manifesto
for rivers in Wales (see anline at hitps.//dwrcymru.com/
rivermanifesro)

Our business continury plons are requiarly tested, ond
we conduct exercises to prepare for key disruoton risks

Our Incident Response Mnnual and Incidert Command
Structure enaote us to effectively respond to events thar
may disrupt our services

Addtionally, we nave the suppors of the wider industry
through the Waier UK Platinum [ncigent Management,
which facilitates mutual 0.d across businesses

Our business plonning processes ¢ons der chima‘e
charge scenarios to ensure we invest approprately to
bulld resilicnce

Governance has been enhanced with the formaton of a
DCE Clima-e Change Committee to oversee adaptaticn
progress

We are committed to climate change mi*figation during
7021 we launched our Journey to Ne® 7ero’ strategy o

achieve net zara carbon by 2040 {for further Informatior
please see page 78)

The Chie® Zxecutive Officer 15 the 3oard director
responsible, and the Boord reviews montkly updates and
guorterly reports on health, safety and wellbeing 1ssues
ond performance. The Healh ard Safety Cxecutive
{H3E)/Institute of Drrectors’ (OD) 'Leadirg H&S'
guidarce (s used as a drectirg’ framewark We use
leading and lagging indicators to closely monoage risk
ond performance

There are o so freouent ana reguiar communicanons
across the business Our operationcl procedures ano
polbcies are aligred with SO 45001
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KEY
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Qur customers' interest in the environment hos continued fo increase, reflecting concerns about the
globoal emvironmental ermergency, clongside more local 1ssues such as river woter quality

We do notf shy oway from the fact our operatians can impact the enviranment and we nave not met all
our performance targets Our focus s to be fransparent, to use data o drive improverments and rarget
our investrments for the greatest wenefit. In porticular, we are focussed on recovening the EPA 4 star
rating trrough continved monogement focus, and via immediote and AMP 8 investments in dranage
infrastructure and freotment processes.

This nisk has
continued to
increase since
the FY @3 report

We have released our Storm Overflow Map, which provides near real-tme informatiar on our sTorm
overflow activity near to waters in which our customers swim, supporting our action from the Better
River Quality Taskforce, to provide mare information ta our customers. In add tion to our existing plan
to spend over L8000 million n wostewater gssets in AMPY, we have committed in 2022 an additioral
£140 milhon investment in nver water gquality and 50s

During 2023, our operational teams expernienced significant pressure, including from an
unprecedented number of named storrrs that overloaded some drainage networks Our operational
and business continury teams managed these events well, avert-ng widespread service interruptions

in addition, we have continued to focus or reducing inter-uptions to supply, both tvrough aeveloping
cur procedures and increasing asset teshence Notably, we are introducing new Water Network
response proceduJres, referred to as Project Novello, and have key resilience investrmentincluded in our
proposed AMP 8 investrments

We have maintoined a focus on the development and testing of contingency plans including nohonal
fuel and power ocutages cnd a pandemc.

We recognise that international corflicts {Ukraine, israel] may continue to generate rsks to fuel and
chemucal supply chains and have put a focus on these in plarning and festing ochivhies

We are seeing increased frequency and intensity of extreme weather events and we have developed
our chirate change adoptaton and osset resilience olanrirg

We have reviewed our adaptation risks through to 2100, reflected accordingy in our [CFD disclosure
{see pege 30) and in our Climate Adaptanor Repert puplisned in 2023

We have developed odaptive plans to 2050 as part of AMPE plonming 1n accordonce with guigance
from Cfwat, to ensure our plans are adaotable, giver the uncertainty In the scale end “tming of climate
change impocts

We keep healtn, safety and wellbeing 1ssues under close review, with o week y uodalte to tne DCLE's
Crisis MonagemerT tearm.

In July 2024 we expect to retain our RoSPA Goid Award (Tth consecutive year) for Health and the
Welsh Government Planaum Corparate Health Standard

For 2024-25 we will be reviewing ard Lpdating our H&S Strategy and improvement plans to align with
the business needs for AMPS,
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OUR APPROACH TO RISK MANAGEMENT

CONTINUED

©

Cyber, information
and operational
technology

(IT and OT)

6]

Operational
performance
and costs

62 AN AL PR
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A maojor oss or disruption to an IT or OT
sys*err, ar signiicant breach of sensitive
information, such as from a cyber-attack
could lead to significant disrup*ion to
operational and customer services,
significant reputanional loss and oofential
regulatory censure and fines

Perfarmance beow ogreed AMPT
efficiency ta-gets nsks restr.cting dehvery
of customer outcornes, attracting
meernal GDI financia! penalties ond
eroding customer frust ano regulator
corfivence in the Compaony

Tl VLA LN 3 N I 202

We have an ongoing Cyber Securnty Programme o
delwer security improvements in botn cur iT and OF
environments. Over the past 12 months, we have
made sigmificant enhancements to many aspects of
our security posture, using ~he CIS 18 controls as a
benchmars Notabie improvements during this period
includeo,

= Two cyber culture platforms improving the humanr
e emer- of securty

= A secure access p atform for OT ensunng oll access
o OT environrments from corporate T 1s managed

and moatared

+ Onboarding of a Hybrnd SOC partner, Bridewel |
1o iImprave 24x7x365 mornitoring of 1T and OT
environmenrrs.

- Over 300 key supplers have been onkoorded to
Risk Leager, our thirg-party secur-y maonagerment
platform

- implementation of a cyber threat intelligence [CTI)
platform, giving us real-time, actionable th-eat
informaotion

Our cyber team, comprising Secunty Aqcchitecture,
Security Consultangy, Cyber Culture and Security
Operatons, supports the wider orgaisation in
imolementing controis to prevent, detec! and respond
to threa s, runming cyber exercises fram tachcal

fo executive level We participare n industry and
government forums and have beer embedded in wider
exercises suck as NATO's Defence Cyber Marvel and
OFFRA's Exercise Aqua Fortress

The Board approves operationar strategies and
improvement plans to meet AMP7 performance
commitments

Cos™ per‘ormance repo-ting and discussion 15
underta<en morthly by the DCE. Tre Board alse reviews
performonce agairst the cast ptan of eccn meeting
“wranciol plars are reviewed and aporoved by “he Board
annually

Ihe DCE tracks change projects thraughout e
Compary "¢ impgrove performance ard meet cos®
efficlency targets “hese are reported to DCE meetirgs
each month

We contirLe ro wor< witn our Cata Science tream fo
use innovatien such as smart technoloyy to deliver
our services more efficiently and to meosure our

performance
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Programmable logic contrallers (Pt Cs) impacted woter comparmes g obaolly, but did not impact
Welsh Water

We contirue to see elevated levels of pnishing emails both in volume and sophist.cahon and we are
currently implementing Abnorma! Secunty which offers an additional, more effective filter against these
attacks We expect "o operate at heightened alert levels for the foreseeable future

While we have achieved good performance this year on some impoertant measures, such as C-MeX,
Ofwat's kay customer service measure, we recognise our performance in some other areas has been @
disappainting, folling behind our targets on woter supply inrterruptiors, woter compliance the EPA

rating, waste treatment warks comphance and leakage. We hove o recovery plan in place {for more,

please see poges 20 10 23 for our Perfermance Summary ond page 91 for our recovery plon
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OUR APPROACH TO RISK MANAGEMENT

CONTINUED

Loss of trust,
particularly by
our customers

People, talent
and diversity

Finance (funding)
risk

Faiing fo earn *he trust and confidence
of our customers rnsks a loss n custfomer
conficence in our services

As o monopoly supp er of essermial
public servces, we are subject to a high
level of scrutiny by, ana directien from,
goverrment ard regulators

The risk that we wil fall to attract or
retain falent 1o support al- oreas of our
pusiness.

and/or

We fail to improve the diversity of our
workforce Ir order to better represent the
communities that we serve, resulting
poor bus.ness performance

The risk of the cost of raising new debt
becoming rmore expensive thar the
current price contror allows or becoming
mare difficul* to obtoin

Th.s could be cavsed by the wider
economIc environmant or o decregse Ir
the credit rating of Glas Banks may olso
be urable to offer addit ora firence for
o few months 17 the eveat of finoncai
markets disruption leading to an impact
o coshflows

We continue to ‘ocus on strengthening customer
involvernent and engagemen: in our activties ond
maintain good stakeholder relatons We regularly meet
representatives of key stokeholder grouos and seek

to optimise the effectivenass of our communications
activities

A S-year Human Resources (HR) Strategy launched
i 2021 aims for us to be acknowledged os the

best ernployer in Weles Certral to that s supporting
colleague development and ensur ng our rec uitmaeant
suoports a diverse and inclusion workforce

We reporr on our Gender 2oy Gap to the Bieard’s
Remuneraf or Comirittee (see page 150) for
infarmaotion obout our work to iImprove divers ty and
inclusion I our workforce please see page 88

We contnue to monitor ¢closely the enviroament,
particularly 1n ight of wider cconamic uncertainty
and the irmpacts of the wors/conflicts 1n Ukroine aad
Mida e East

We closely monitar and forecast debt rahios ard fund ng
requirernents

We marage energy input prices farcugn self-generaton,
finarcial derivatives and lorg term PPRAS

| . 84 ANKUA
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Chonges over the period Risk
Fdelran's annual Global Trust Barometer suggest that custormers' -rust has declined significantly over

the post decade Tnis s supported by custarmer research specifically on the water sector undertaken @
by CCW (in their annual Water Maotters report) which shows sector-wide decline in the trust measure

over the oast few years Addit orally, cur own monthly trust tracker indicates thot trust 1s at o lower level

averall than it was lost year

: In light of increasing cost of iving ana environmental oressures, we recognise that we need to continue
to work hard to maointain customer confidence in our aotlity to balance affordability with the need for
investrment to reduce our environmental Impact and mainta’n services for the future

Our not-for-shareholder stotus, being a real living woge emolayer, and our hybrid moael for off ce-
based colleagues remain ottractive to external applicants This year we have seen an 8% improvement
in under- represented groups applying for roles.

Reauced to
reflect continued
high retention
rate and progress
with long term
deve coment and
diversity plan

Collecgue turnover was ot 9% tnroughout 2023,

Welsh Water and other woter cormparnies with good credit ratings have not experienced much change
in their financing costs due to funding challenges i1n the brocder water sector. However there s the
possibi ty of a leng-term effect If any of the sector wide risks rraterialise.

Economy and current inflation forecasts have been factored inte the Company's 2024-25 business
plan, which demonstrares high .avels of cash liquidity.

We have maintained a signficant cash balance and have ncreased short-term higuidity through
increasing our revolving credit facitities

We closely monitor our credit ratios end funding requ rements, and our business plans target the
maintenance of o strong credit rating. We prepare to raise new debt well in advance of when it is
required so that we can take advantage of periods when rarket iguidity 1s strong

We recogrise that there is some uncertainty on our future investment needs (AMP 8 and beyond),
particulorly "o meet environmental objectives and service resilience, as expectations for environmental
performonce may chonge and factors such our understanding of climate charge and asset

resilience develops
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OUR APPROACH TO RISK MANAGEMENT

CONTINUED

RN aENcuTiate:

Fisks Faced by the Group

Emerging risks are discussed In depih by the Boord twice each year

KEY

le) Jecreosed

::/ Staple

.

'ncreased

O

Substonces

of Emerging
Concern
{Wastewater &
Drinking Water)

Emergirg
cortaminonts
creating scienhfic
social and pelincal
interest leading to
possible onward
Impacts on (water
and wastewater)
treatment
processes that may
affect our carpon
targets ond/

or create public
heaol*h concerns
{Current examples
are micropollutants
swuch as

microp ashics, man
made chermicals
such as PYAS and
pharmaceuhcals)

We are following
developments in
environmental

and dnnking water
regulofion and
support’ ng research by
the UK Water Indusiry
Research body
(UKWIR) and others
'nto the potential
(treatment and pub ic
nealth) nisks

O

This 15 a nsk of
increased costs

We recognise some
areas of potentiat

Increased media inferes™ and o growing
research focus on ‘foraver cremicols’
and o requrremert from our regulator,
tne Drinking Water Inspectorate (DWI),
ro analyse all dr nking water sources for
tne preserce of PFAS {perflucroaikyi and
po yfluoroalkyl substances) and have nsk
assessmenTs In place o mimgore risk,

To daote, our monitoriag progromme has
not identfiea signficant lovels of PFAS
17 our water sources, wrich we use to
provide drinking water

Europeuars Cherrmcals Agency (RCHA)
hove aoproached the FU Commission
tfo impose o ban on ron essenhol PFAS
which is recewving sigmficart support
PFAS {monitoring ard standards) s
included in the Jnnking Water Direchive
(DWD) recast (England, Wales &

N Ireland hove rot adoptea the DWD,
Scotlana have)

Current draft ng of “he new Urkban
Waste Water Direct ve includes PFAS
imonitor ng and standards)

United States Environmental Protection
Agency (US EPA) enforced (first ever)
notional drink:ng water stendard for
PFAS {first time in @6 yeors that EPA
has ser o egol 't for a contarminant n
drinking water)

Collaborating with Waoter UK ond e
Welsh Governmer~ -6 understard

&

Legisloﬁve from compliance dwergence, porticulacly  tne compiexities around evoiving
divergence w th wa-er and covering waste interpretot or of the Urban Waste Water
envronmental freament ond SO spdl Treatment Regulations
obligotions “hat regJirements
Cngaging with Natural Resources
may diverge
Cur approoch 1r these Waies {NIW) or varous nermithing
between England )
Qreas 15 1o work with ana regulatory policy developments
ard Wales and/
or increased our scokeholders to affecting all was*ewater assets and
COS'S. arsing develop solutions wor<ng *hraugh key aspects of guidonce
. that best serve our cianty with ~hem - thraughk this we are
from diverging . .
. A custorers’ nferests nfleencing alignmer- of key guidanrce
in*erpretfations by . , .
We are actively such as "spill or o ary day” petween
the environmertcl .
suoporting man agencies
regu afor : P . 9 ¥ 9
inferest groups
grovp Work ng w:th the Be-ter River Water
Our focus rerra ns ‘
Qua ty Tosk Force o Wales o agree
or developing
the pace and nature of reguired
transparency througn
mproverrents based or enviroamenta
the intraductior of
. need
ryver water quality
moritarng ard on
the martoring ana
report ng of flow
campaance
BE  ANN_AL ¢ 2007 A AN S R T e VR SN D 3T MA M~ 200
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LONG-TERM VIABILITY STATEMENT

The Directors have undertaken o robust
assessment of the long-term viability
of the Group, tokng account of the
Group's current position, the potential
mpact of the principol nsks foc’ ng

the business in severe but olausiole
scenarios, and the effectiveness of any
mif'gat ng actions This assessment
considers tne Group's ionger ~erm
prospects fo ensure thar *he business
s able to withstand various severe but
plausible scenarios and to continue

its operations, access to financing
arrangemaents and delivering critical
customer services should suen
scenarios arise Based on this viability
assessmen®, the Directors hove o
reasonagie expectation that the Group
will be able to cortinue 10 operamon
and mee! its [labil tes as they fall due
aver the 6-year penod to March 2030
The rationale for select ng this penad 1s
expla’ned below.

As custodians of a long-term business,
enduring viability is embedded in

our risk management and planning
processes. The Board undertakes o
detclled assessment of The Group's
risk monagement processes, which
are detared on pages 56 to 66,

wilh due consideration given fo the
managerncnt of risks that could aver
t1e long-term impac on the business
model future performance, credit
ratings, solvency and lguidity of the
Group Specifically, rsks associated
with the current levels of econom.c
uncertainty, environmental performance
ond ¢cimate chonge are reviewed The
Boaord challenges tre identification
ana assessmert of risks twice each
year, and the assumptions ond tne
estmated impact of milgating
activities used in financial forecasting
on an annual basis Additionally,

we have an establishea process to
assess tre Group's prospects which

15 performed annually by the DCE.
The results of this assessment are
considered by the Audit Committee,
which reviews and recommends the
Long Term Viab lity Statement to the
Board, where 1t s reviewed by the
Directors for approval Our assessment
of risks s incorporated nto our annwal
deta: ed budgeting and forecasting
process far the current regulatory
perod, and af o broader level en a

5 10 year borizon

We are a requlated monopoly of an
essential public service with a rolling
25-year licence characterised by
multi-year investment programmes
and stable, predictable revenues. The
water industry in Englond and Wales s
regulated by Ofwat wha has o statutory
duty to ensure that efficient companies
can finance ther functiors Ofwat
meets this duty by setting price controls
for five-yeor Asset Management
Periods (AMPs') The current AMP
pericd (AMP7} runs to 31 March 2075
and the Price Review for the noxt AMP
fAMP8) 15 well underway and expected
to conclude in December 2024 when
Ofwat publishes its [Ninal Determination
IFD24) FOZ24 will speafy the allowed
revenues ond regulotory capital vaiue
of the Group's water business for
AMPE reflecting Ofwat's assessment
of the business’ required return on
capital ana expenditure neaded to
deliver services and fo meel ifs egal
oblgations Ofwatr will also set service
perfarmance commitments {PCUs) ana
financial rewards and penal*es for
exceeding or missing those PC torgets
Jnder s Qutcome Delivery Incentve
(CDI) mechonism The Group's financal
poshon beyord 2025 will depend

on the cutcome of FD24 Should the
Directors beieve that FD24 adverse'y
impaocts on the Croup's fnances it
caould ask Ofwot to re‘er FD24 tg the
Competition and Markets Authority
[CMA) for redeterminaton. The basis
of our assessmen! for the next year

is based on the final determination

for AMPT with the Group's prospects
beyond PC25 bosed our present view
of cur AMP8 final dererrmination, which
considers the poten-ial impacts of the
principal risks ond uncertainmies facing
tne Croup A droft determination is
expected to be ssued by Ofwat on 11
July 2024

The Directors' assessment of the
Group's financial position ot 31 March
2024, nvestment programmes, funding
strategy ana debt maturity profile 1s

set out In the Chief Financiol Officer’s
Review on pages 24 to 29

important aspects relevant to the
ossessmen of the Group's ong-term
viabihty are

» Gearing maintained in 1ine with the
Group’s target of around 60%,

= Sufficien cosh and cash facilines to
fund financ al commitrments over the
next year are avallable 1o the Group,

= Credit ratings from Moody's, S&P)
are comfortably above investrment
grade levels,

= Defined benetit pensicn scheme
remains fully funded, with
contr outions remaiming unchanged

It is necessary to make certain
assumptions and sensitivities when
considerng the Group's prospects in
the mediom term These are as follows

= The Group is able to continue to
access debt finance and copital
marxets, enabling the Group to
siocessfully restructure its debt as it
comes due in AMP8 and continue to
rol over our revolving credit “acit ties
where necessary,

+  The current regulatory and statutory
framework does not suostantively
change ‘» the perrod covered by
this assessment and the PR24 price
review will provde ¢ sufficien- rate
of return to enable the Group 1o
finance ivs functions for the period
2072 5-30,

+ Historcal evidence and the
evaluatior of similar events
observed in the maor<et have been
used to inform the potennal impact
of medelied scenanos, and

+  The severe but plausible scenano
s based upon the Beard's view of
each principal risk's posf-ritigation
lLkelihood and severty
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LONG-TERM VIABILITY STATEMENT

CONTINUED

The Directors hove chosen o period of
6 years 10 assess our ongoing financial
viability. Medium-term planning
considars both the current and next
price controf per od, to facilitate smooth
transit-ons between prce controis The
Board consiaers a nurrber of factors

in determining the period covered py
the ossessment wirh a perod of 6
years naving becn sclected mairly as
covers the remainder of the current
AMP pernod to 2025 and the next
AMP period to 2030 without too

many forward assumptiors having

to be ircorporated A longer period

of assessment infroduces greater
Jncertainty as the varicbiity of
patental outcomes Increases, with any
further penods being ex*rapolated from
our AMP8 forecast prowiding hmited to
no addit ona benefit for furtner testing
tne viabiity of the Group

(LA

Our vicbility assessment s based on
exposing our boseline forecasts to 2031
fo severa: negomve 'stress” scenaros
which incluge the Board's view of

the uke thood and severry of each of
our principal risks and uncertainties
occurnng, both indmdually and e
oggregate, Phe key nsks foced by the
Group and mitigation measures car
be found 1n the key risks summary
Additionally we have od;usted our core
wnfiation assumptions fo run scenanos
i beth high and low inflat onary ond
base rate environments and evaluated
ther outcomes

We have denhfied whot we consider

fo be the mos* severe, yet ulhmarely
plausible, negative scenano as a
means of goug ng the overall level of
headroomnr that exists in what we telieve
s o chalenging yet dehveraole plan

We beheve that serne of cur combinea
scenarias are unlikely 10 ceeor in
proctice |lowever, they are useful

in determining the overal level of
resilience and to understand what
would need to happen fo Inreaten the
Grouo's continued existence

As part of the assessment, reverse
stress testing of an oxtreme theoretical
scenano focusing on totex overspend
hos beer perfermed to understond
the extent to which the Group could
further absorb financra: stress

pre mitigoton optons, nefore it
reaches a sub-investrment graoe
credif rating. his reverse stress

testing demonstrated that tnese
exirerme cond hions wouid have o be
significantly outside whot would be
considered 'severc but reasonable’
scenanos before e Group's long-term
viability would be at risk

1. Failures to achieve performonce commitments and
non-compliance with regulations

Stretehing efficiency challenges recewed from Ofwat on
our PR24 draft determination, penalties ansing fram failing
ta achieve our price review performance commitments set
by Ofwat, National Resource Wales and Drninking Water
Inspectorate, including key business risks, irmited progress
towards WWwZ050, assef resibence and ret zero carbon,
resulting in fines from regulatery/legal bodies

2. Cost-of-living crisis and economic downturn

Prolonged recession with tow GDP growth leading to low
inflation, cost pressures going info the next AMP period and
pressures on cash collecton rates from customers impachng on
our bad debt charge.

T lower revenue
alfowance than
bas¢e assumnpton,
impacting RCY
over the farecasted
period, offse~

by margiraly
iower Capital
experditure

A gecrease In G -
inflatior of ¢ 15%

and inferes* rates

of ¢ 0 5% and an

overoge ncrease

in totex of 2%

per arrum

3. Severe climate events and operational failures

Extrerne weathar events, such as prolonged hectwave, cold and
wet weather resultng in unplanned costs and the failure of key
assets impocting operations and delivery of service

4. Water guality and environmental failures

Experiencing o prolonged incident af woter contaminotion
resulting In significont supply interruptions and penalties
Sustoined Srorm Overflow operation resultig 1 additional
pohticol, regulatory ard reputational pressures Peotental
pubhoity affecting cther water companies impachng scrutiny of
cur operalions

o)A A RO A
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An avercge ﬁ @
increase n fotex

of 6% per annu™

over tne forecasted

penod

An overage 3 2,3
Increase n fotex

of 6% per anru~

over tne forecasted

perod



Lowronmreantal performance
and rcoutot-on

Business continuity

00 © 3

Chmate charge impocts and
transitan nsks

0 00

=eglth and safety majar ncider?

Cyper, ‘nformaet.on and aperatonal
technology {IT onag OT)

Performance and costs

STRATEGIC REPORT

o Peapic talent and diversity

o Finance risk and customers' ab Ity to pay

Loss of trust, particu'arly by aur custormers

Avoilable finonciol

5. Cyber security

A severe breach of technology and systems impacting
delivery of services, froud ar doto loss. The pessibility of fraud
is considered unlikely an a large scale based on the current
strength of cur IT services

An average @ 2,3
increase 1n fatex of
14% per annum
over the forecasted
period representing
fines and
rectification costs

6. Increase in the cost of new debt issuance

Impact of a credit rating downgrade arising frorm poor
operational and/or financiol performance increasing cost of new
debt i1ssuance.

7. Health and safety major incident
A farality occurring because of corporate neghgence.

An INcrease In
margins on the
cost of debt of

¢’ 5% 1n the short-
term, deflatirg to
c 0 5% apecve our
cost plan in tne
medium-term

0 3

A one-off mojor
health and safety
incident in 1 year
of the farecasted
pericd friggering
highest market
H&S fine to date

8. Severely adverse but plausible Formulaic multiplier of all
A severely adverse but plausible scenorio reflects significant scenarios bosed on principal sk
E . . iikehbood
cost shocks which occur in a low-inflation environment.
Cost shocks are based on a formulaic probabihty muthpher,
combining all scenarnos using their Itkelihood fo weight ther
financial impact
9. Reverse stress test Total financial Impact resulting 23

We conducted a reverse stress test on our financial plan to
identify the deterioration required in our financial performance
that would result in a sub-investment grade credit roting,
leading to a breach in our covenant and loss of licence.

in a sub-investment grade credit
rating, leading to o breach in our
covenant and loss of hcence
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LONG-TERM VIABILITY STATEMENT

CONTINUED

AMitigatnyg Achons

=

In the event of mare extrerme but low likelinood scenarnos occurring, there are o numoer of key mtigahons availaote to the
Group, the effectiveness of which are underpinned by the strength of the Group's iguicity posihon As well as tne protections
that exist from the reguictory envirorment within wh ch the Group operates, o number of achiens are avallable fo mhgate
more severe scenanos When sefecting m figation actions In response to our ornincipal nisk scenoros, we wodld consider

the poionce of all sta<eholder inverests and would prionfise rm tigatirg actions that would not ead to o preacn of our
cammitments to customers

1 Cost reduction in We would review d scretionaory expenditure to iden-ify costs that could FPartially

discretionary spend be avoided or reduced withouwt a detrimental impact to key stakeholders,
spec fically custormer service.
programme
2 Engage with ralings Where a rating threshold or a covenant tnresnold s breached, a Not applicaole

cowngrade might not always be aoplied, with judgement also corsidered
by roting agencies We engage, os the PR24 orocess progresses, with
rating agencies and our banks on a regular basis and will continue to laise
on macroeconomic pressures ard present our financiar plan

agencies and banks

3 Reprofile Copifd We would seck to reprofile our copitel progromme, 11 a warst case
scenare, to smooth the impact of risk scenarios on our cash flows and the
effect on key performaonce ratios over o number of years We recognise the
importance of cur capita. programme In IMmproving our asse’s *o deliver
customer needs, such os reauced leckage, with ary mimigation carefuily
considering the impact on aur stokeholders, the environment and our
performance

programme




Outlcok

The leve of stretch in the severely
odverse but plousible scenario
assumes revenue reductions of ¢4 6%,
representing € £380m, operational
expenditure increases of ¢ 3 9%,
representing £115m, both deteriorating
our credit rating and covenant metrncs,
with a reduction n capitcl expendit-e
of B 0%, representing £460m ¥
offset an antictpated recd 716N 1N
revenue allowances #0M oLr PR24
draft determi—ST1on impoching our
ROV a-= CONsequently increasing
L-urirg levels The severely adverse bot
plausible scenar.o does not represent
oll the avallable mitigahon options

ot the Group's disposal, with further
totex reductions and financing ophons
available to reduce gearing and return
financial performance ratios 1In ine with
credit rating metr cs, shoud these be
reguired

The Group anticipates the severely
adverse but plausble scenaro could
potent olly result in @ single notch credit
downgrade from the current A3JA-/A,
to Baal/BBB+/BBB+, with the Water
industry presently on negative watch,
but orovides sufficient headroom
against a downgrade which would
resuw't in a rakng helow investment
grode (Boo3/BBRB-/BBB-) [he level of
stretch implied i6 o pessimistic double
downgrade scenario 1s avalable in our
reverse stress test below

in additian, we have modelled both a
high and low inflationary envirenment,
with @ high inflahen envronment
represerting an esca:Qfion of the
conflict in the rmddie eash impacting
the rmacro economic simiar ta the
Ukraime Russia conflict, spk ng nflation
and terest rates termporarnly to 9 0%
~d 6 0% respechvely for the end

of 2025/26, reducing graduaily to

4 5% and ¢ 5 0% by 202728 for the
rerrainder of the period {his would
place short-tferm pressures on the
Group, but o the long-term with aur
revenue aliowance finked to inflation o
gh wflohon environment would bene!it
me Group. A low inflotion environment
wouid reduce inflator ond interest
rates oy 1 5% ond c.0 5% respective y
over the forecasted perod, presenhing
rmedium o long-term pressures on
the Group 'n poth scenarios, the
Group would have sufficient headroom
against the reverse stress fest scercro

We conducted a reverse sfress *est

on our financial plan to dentfy the
detenorotion reguived in our financial
performance that would result in a sub
investment grade credit rating, feading
to a breack in our cavenant and ioss of
licence We dertfied pre-mitigation,
operating profit would need to decrease
by 14 1%, with capex ncreasing by

c 2 4% over the forecasted period

from aur core pian to result ir o sub
investrment grade credit rating, whicn

15 on addhionol 674% on our severely
odverse but plausikle scenano

STRATEGIC REPCRT

Caonciusion

By conducting stress testing, the Board
haos considerea the ‘mpact on the
covenar's attached to our existing
funding postion { nterest cover and
gearing}, as wel' as an the principal
tinancial metrics used by credit retirg
agercies in assessing our credit ratings
and hguidity, In the event that the
Group firds 1t mecessary and s able

to successfuily restructure its debt

to an affordable level, the Group s

not exposed in the near or long ferm
to downside volahlty if the Group's
strategic, operatianal, hauidity or
COmMphaNCE risks arise In solafion or

i combination, as tested in the severe
but plous ble scenorio

The Board considers that the risk
management and forecasting contra:s
in ploce are robust and thot the 2024
plan and stress testing outputs provide
an appropnate level of information
from whie i t2 drow o conclusion on
the Group s long-term viability. Having
reviewed these outputs as summarsed
cbove, the Board -as ¢ reosonable
expectation that the Group will be able
o continue In operghign ond meer

its habilities as they fall due over the
period to WMarch 2030,
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WHAT SUSTAINABILITY
MEANS TO WELSH WATER
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The Welsh Government in the Well-
beirg of Fu~ure Generotions (Wales)
Act 2075 {The Ac-), defired sustainanle
developrent as ary act uncertaken

to Improve the economig, social,
envirormentoi and culturol wellbeing

of Wales, ond so acheve *he wellbeing
goais ssted in The Act {The We |-being
of Future Generations | GOVWALES)

Tre Act reguires public bodies in Wales
such as NRW to work togerher w'th
others ond take a more joined-up, long-
term approach so that ther decisions
have o cositive impact an future
genergtans as well as those hving today
inese aspects of The Act are clearly
ahgned 10 our Vision and much of our
strategic intent as set out 1n Welsh
Water 2050 ard our Environmental
Sociot and Covernance {(ESG) objectves

Dwr Cyrmru Welsh Water (dwroyrnru
com)} We are not o publ ¢ boay as
defined in The Act, so we have ro duty
to comply, Nevertheless some of our
partners are pubic bodies bound oy the
Act, and we “ollow ifs p7reples

Pudemst e e

We nave adopted “he Act's defimhion
of sustainability — to ac”1n a manner
which seeks ‘¢ ensure that the

needs of the present are me: w thou”
compromising tne ab/ity of future
generaticns to meet therr own needs
Thes we can ensure 1hat cur ESG goals
cre alsa al grea to the UN Sus-omable
Develop~ent Goals {$2Gs) {and

tne "0 princioles of the UN Global
Compact (THE 17 COALS  Susta nabe
Developrrent (un org) and the 10

pr Aciples set out within the LN G ona

Cornpact {Homenane JN Giobot
Comoac’)
72 ANNLA L TIPOR & ACCOLN TR SO0 R AR N

Consistent with gur olignment with

“he Act and in particular The Act's
definition of sustaircbiity, wherever
possible we focus lacally, we make
efficiert use of Wales' resources, and
we specifically take secount of the

five 'woys of working' 1Srsd 1 The Ac-
(VWG -5-ways-of-working-tactsheet pdf
weva cymirg))

By following tne prirciples of The

Act we wil: bolance our shorter-term
considerations with the long-term
needs of customers and society Ths
15 especiolly *the case where meeting
short-term -equirements ray have o
detnmenta long term effect, but also,
where our obechves impact upon each
other or upon other related ob,ectives
e g where by improving river water
quelity we increase our carbon foctprint
and costs of our services to society

Like public bodies, who are bound

by The Act [though we are not), we
toke o 'Tecm Wa es’ approoch This
mears we share our skills, knowledge
and resources with other Welsh
bodies, stokehalders and regulators -
maonacoted to work under The Act ano
wih a common nferest 1n achieving
Wales' welloeing gools — in aur
strategic discussions, for the common

good We also act in collanorat or with
other parties, which helps us to meet
our objectves efficienty, and helps
other We sn bodies to meet theirs
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To be sustainable we must fulfit

the needs of current generahions
without compromising those of

future generations. This approach s
~tegral 1o everything we do and 1s
f“““‘"ﬂemully vnderpinned oy our not-

far shorer.iqer business model This
mokes 1 easier v ¢ 44 focus or the
long term Inferests o" <tormers and
communities, wh ch s cr ficw ¢ we are
to remain sustainable, given cur very

long - wed assefs.

Welsn Water 2050 15 ohgned to

the 7 Wellbeing Goa s as cuthned

i The Act Ir 2020 we launched

our Wellbeing Commitments which
were agreed with our Independent
Cralenge Group {ICG, formerly krowr
as Customer Challenge Group) These
commitments hove been amalgama-ed
into aur Envirenment. Social and
Governance (ESG) strategy and
underlying key performance indicators
{KR1} The ICG pernodically reviews
performance against these me™cs ana
proviges on annual report 1o the £5G
Commuttee




For more informatien about the

impoct of the water sector and the UN
Steategie Development Geoals (SDG), go
to: https.//www unglobalcormpact.org.
Jk/measuring-up/

Rather thon discuss sustairability in
solotion, this report sets out 2 strategic
themes relating to our delivery of our
drinking ond wastewa*er services, and
protecting the environment.

"hese map well onfo the Wellbeing
Goals a globally responsible Wales,

o resiient Wales; o healthier Waies, a
prosperous Wales, a more equal Wales
and a Wales of vibrant culture and
tarving language

Sustanability 1s cenfral 1o our Welsh
Warer 2050 mission to offer wruly
world class, resiftent and sustainable
water service for the benefr of current
and future generations The Vision
more broadly addresses the significant
challenges we face In both tne short
but oarticularly the longer term and
forms the foundation for the strategc
responses set out In Welsh Water
2050 See our 2050 documents cnline
at Qur plans . Dvwr Cymru Welsh Water
[dwroymru.com),

Sustainolity and our
Strategic Themes

Beiow we set out o summary of whot
sustainability means for each of our
strategic themes

Sustainable drinking water ard
wastewater services are those

which protect and enhance the
ervironment, efficiently meet the

needs of customers, and comply with
the permits and licenses under which
we operate They also use Innovation
to constartly improve and refine the
services so that they meet the ever
increasing expectations of customers
at o price they can atford, and to adapt
to future challenges to ensure our
services can be sustained for future
generotions Creoting social value tor
our customers, who play an essential
role in supoorting the sustainab: ity of
the services we provide, is also intr ns'c
to being a sustainab e water company
Custamers, in large port, ultimate y
deftermine *he amount of water we
need to take from the environment,
and can impacr on our sewers and

the environment by the inappropnate
flusming of plostics ond ofner matericls
Working with custemers to change their
behav ours 1s an essertial component
of ma ntairing our services on a
sustainoble footing  and so creating
social value

In additton to providing therm with
drinking water and wastewater services,
we will also maximise the wellbeing
petentiel of our iondholdings ond

foc lities, to help our customers enjoy
the environiment, partoke In recrectional
activhes, and understand better the
key role they have in ensuring we are
oble to offer sustaincble services to
both current and future generations

Sustainable drinking water ond
wastewater services are those which
protect the envirorment from the
mpact of treated ond starm effluents
being returned to our rivers and

seaqs, fram carbon emissians fo the
otmosphere, the unsustainable use of
chemicals and other ma*enals, support
the recyclirg of bioso ids, ond so
embrace the circular economy
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They control pollution ot source,

and help prevent such pollurants

as perfluoraclkyl and polyfluoraalxyl
subsTances (PFAS) - also colleguislly
known as 'forever chemicals' -

enter ng the sewerage system Tnese
services reduce as far os possible

the requirermeant for processea

water, through imiting leakage and
proactively encouraging and educating
current ond future customers to reduce
ther consumption

Long Term Planning 76
Net Zero Carbon 78
Adapting Assets and
Services 82
Tangible Benefit for
communities 84
Affordability 86
Engaging with

customers 87
Diverse workforce 38
Adapting to future
challenges 89
Demonstroting
Accountability 90
Working

Colloboratively 20
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SUSTAINABILITY &
ESG OBJECTIVES

Camygesr s ot Soetenamdin

LagvernQnee OF SUsTSioaGnmhy

Sustainability runs treugh everything we do Ensuning it 1s governed effectively 1s of key importance to the Company and the
Board To thot end, cur Environmer-, Sociel ond Governance Committee completed its th rd year overseeirg the stralegy we
developed to achieve our sustanability and environmentol objectives (Ervironment | (3ar Cymiru Welsh Water (dwreymro.coml)

Key challenges reviewed by the Committee in the year are outhired in the achivities of tne ESG commttee ‘or Y 24 on
poge 178 Of oortcular note, this year we introcuced our sustainable procuremenrt policy with our supphers, and our new
Estares Strategy.

Cur E8G strotegy, ‘ncluding e 10 ESG objectives reviewed and aperoved by the ESG Committee in Tebruary 2022, wos
further rev owed by our Independert Environmer tal Advisory Panel in 2023 to ensure that our focus was aigned fo the xey
pricnties as advisea by the Panel.

ihree of our 10 ESG objectives rela*e specifically ta governance of sustainability ard are exp ained on pages 89 to 90

it
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Read more or paye 59 Reod mare on poge 90 Read more on poge 9C
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In addition to the content on the LSG objectives which relate specifically o the governance of sustainability,
we set out below other polices ond initiohives relevant to this matter

Governarce of Sustamability: Policies and Inihiatives

Good governonce is at the heart of our decisior making and our fransparent and accountable relationskips with our
staokeholders Our approcch to governance buids compliance with goos governance and detalled nisk monagement into cur
decision making at oll levels of the business The following table sets out a number of inihetives, accreditations ard policies
which demonstrate the breadth of cur aoproach

Accreditations for Fair Tox
and Fair Payments

Fair Tax

Promptf
Paymen
52¥Code

e

Fair Tax Mark

In July 2021, Welsh Waoter became the first company in Wales to secure Fair Tax Mork
accreditation, refleching the Company's responsible and fransparent manogement of its
toxes As o consequence, the financial statements in this Annual eport include o number
of areas of enhanced disclosure which have been provided in order to develoo stakeholder
understanding of the fotal taxation reported.

Prompt Payment Code

We signed up to the PPC in Moy 20719, commutting to pay 5% of our suppliers within

60 days From 7 July 2021 s gnatories were required 10 poy 35% of supphiors with fewer thon
50 employees within 30 days. As at the end March 2024, we were making payments lo 95%
of al small businesses we are aware of within 30 days of receipt, and 98% of total invoices for
all suppliers witnin 30 days of receip”, with plans in place for further mprovement

Anti-Bribery and
Corruption Policy and
Anti-Froud

Our policies make i~ clear that we will not tolerate any acts of fraud, dishonesty, bribery,
corruption thet, or improoer disclosure of confidenhal information This s reinforced by our
strict policy on hosmitality and gifts from supphers No breaches of policy were notified to
Internal Audit or the external whistleblowing hot ine during FY 24

Sustainable Procurement
Policy, Supply Choin
Compilionce Stondards
and Anti-Slavery
initiatives

HOPE FOR JSTICE

Sustainakle Procurement Policy

We haove ostablished our sustainable procurement aspirations through collaborahion with key

stakebolders, covenng environmental, economic and social areas. Qur ospirations have been

mapped ogainst Dér Cymru's ESG Strategy Objectives, the Well-being of Future Generations

(Woies) Act and are included in our Sustainable Procurement Policy (SPP} We nove assessea
the immpact of these sustainable procurement aspirations in the key categories we procure by

undertak ng rsk and opportunity neatmapping of existing procurement contracts agamst the
aspirations We are now imp emertng odr Sustainable Procurement Policy

Supply Choin Complinnce Standords
We lounched the Supplier Code of Conduct (SCC) in Aprl 2021 Since then we nave

= included supplier acceptance and confirmahon of compliance with the SCC as a pass/fall
test at the Pre-Qualification Questionnoire stage of the tender processes

»  ncorporated complionce with the SCC os standord wording in off goods and services
contracts which have been awarded, changed or extended since April 2021, and

+ omended the purchase order terms ond condihons to incorporate the reguirerments of
the SCC.

Modern Slavery Awareness

We held an annual week ong campaign on modern skavery owarenass In October 2022,
Procurement, in conunchion with the Hope for Justice Allilance, engoges with and frainea
operational colleagues and suppliers on how to identify the signs that modern slavery may
be occurnng and fo corfirm our reporting procedu-es in the event that modern siavery Is
suspected fo be taking place We also highlignted tne Sugplier Code of Conduct and the
regquirement 1o comply with this during the training sessions Our Anti-slavery statement can
be found a hitps//dwreymru com/antislavery

All members of the Procurerment team have completed the Chartereo Irstitue of
Frocurement and Supply's (CIPS) Zthical Procurement and Supply e-Learnng and Tes*
certificahion and Welsh Water successfu y artained tne CIPS Corporate Bthics Mark
accreditation This signals to Welsh Water's suppliers, custormers, potential employees, ord
otner stokeholders that they are dealing with an organisation that 1s commutted to ersunng
its staff are troined 1n ethical sourcing and supplier management, and that we hove oaopted
ethical values in the way in which we source and monage suppliers
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SUSTAINABILITY &
ESG OBJECTIVES conminuep

QOur assets will be reliec uoon "o provige
our essential services, and minimise
rmpact on the environment, for many
generations to come. Our corporate
structure means we are ot gd-iven by
shareholder d vidends - we plan for
tre long term and ta<e into account
the needs of future generations of our
custormers We alse work *o ensure our
procurement practices are sustanable
and support local businesses and the
circular economy more generally where
possible

During 2023 and culminaning with the
puo! cation of the busiress olon for
AMPE ard beyond, we hoave developed
how we will deliver ever-betrer value for
oJr custoners Our plonning approach
ersures tha! broader impoc-s and
opportunities, beyond financial aspects,
are considered 1n aur decisian Mmaking

Welsh Water's Purpose 1. 'lo provide
high-quality, better-value drinkirg water
and ervironmertal services so as to
erhance the we being of our customers
and the community we serve, both now
and fer future generaticns to come'
Qur p'ann ng approach provides the
cpportunity to iIntegrote oublic value
systematicolly in‘o the delvery of Welsh
Warer's ‘unchons for the benefit of all
In so aong It also directly supports

aur Purpose and nelp to move “he
Compony 6 a more sustoinab e

pos tton over Tme

Although a sigificant amcunt of rair
falls across Wales, cn average we use
only around 3% of that rainfall for
puplic water supply Tais leaves 97%

for agrcuture and the environment,
whichk 15 ‘ar maore than In many areas cf
Englond

Most of our water 1s suppued from

cur impounding resesvorrs, altnough
we olso take wares from lowland river
inrakes sucn as “hose or the Rivers
Wye ana Lsk in south ecsr Wales,

tne Jivers Tyw. Cleddau a~d Teifl -~
south wesr Wales and the River Dee 0
~arth Wales Ground water accounts
for less ~han 5% of our supples at o
cormpany leve

TE AN VAL P A AL LD N R T YA

:
- dong-reny

We nola 151 abstraction icences that
govern how much woter can be token
from our woter sources The hcences
are granted by Natural Rescurces
Wales and the Environment Agency
in Ergland and restrict the a™ounts
that can be abstracted These acences
have additional conditions, such

as the volume of water that needs

to be relessed from reserveorrs for
ervironrmental compensation, and
tne need for screening to protect the
ecology of our rivers.

“he key environrmenta legisfotiors
governing Qur raw water sources are
the Hobitats and the Waoter Fromework
regulatiens ‘mplementation of the
requirernents of this egislaticn resuted
In expenaiture duning AM26 ard AMP7
to manage the iImpact of reductions In
permrted licence valumes ol @ number
of our river abstractions

We nave ar enhanced duty from the
Environmen {Wales) Act whereby
Sechion 6 requires public authontes
{inc'uding water compories) to 'seek

te' maintain and enhance piodiversity
rather thon just 'hove regara’ to (ts
conservation To meer -hat abjective we
need to be proactive 'n understanding
the po*ental iImpacts of our operations
in he medium to long term 50 we cor
prepare ond mitigate accordirgly.

It 15 important we ensure that we wi |
olwoys be able to provide o sufficient
sopply of woter to meet our customers’
rensonoble need ‘or woter, and that
this 1s raraged in @ suestainable way
wirhin eavironmental Iimwss 1+ s equally
impo-tont the! we seek 1o reduce tne
demand for wa'er by reducing leakage
and prornotirg custormer nehaviours
tha- reduce ther water consumpton
“hws will reduce botn our neea Tor
abstraction ana cur use of energy In
processing and distriout ng warer

"o support the o0 ms above, we

develop long term Water Resource
Monagement Plans {WRMP)
adaressing the sustairability of
supplies aver the ~ex™ 25 years,
ersur.ng "het our water sLpply sys‘ems
are resikert ¢ drougnt, wm: domcege fo
t~e enviranment, ond account for latest
demand forecasts under a changing

¢l mate ard grow'ng poouiat on

T3 AT MA G P02

We toke o progressive approccn to
Water Resource Planning as succassive
WRMP timeframes overiap Every
5-year plan s an update of the last
based upon new drivers, such as
revised goverrment ar regulatary
guidance, custamer prionties ord
improved evidence

“he WRMP formulates o set of opriang
and solutans to ensure ong-term
drought resilience of our custemers’
supples |*1s achreved trough
reducing the demand for water, such as
trough increosed .eakage detechon,
ar providing new scurces of water We
are guided by government regulotors,
interested parfies and our customers
in selecting the most appropriate
solutons We Juse economic ond
envirormental caprral metrics to nelp
yudge the mast effectve solutarsg

to meet the chalienges identfied 1
cur WRMP

We have now developed ond
implemented a broad equivalent ro
the WRMP process for wastewater
seryices These are krown as Drainage
and Wasewoier Managernent F'ans or
DWNMPs Interestingly producing similar
plons w il become o statutory abligation
in the EU from 2025, puriag tne UL
ot ~he ‘orefrort of such developments
Qur p an addresses the wmpacts that
ervironmental pressures, chmate
change and customer pressures

wilt have on the wostewater services

we provide These have h.ghaghted
sign-ficant need for further investmenrt,
particutarly to reduce the impacts of
storm overflows, the nutrient conten:

n rreated eff uent ¢ scharges, flooding
r:isks ard r so™ne cases, ‘ne mpaocts
of wostewate operotions on des grotec
waters such ags *hose used for batrung.
“hese neeas are being addressed

In our business plans botr for the

next S-year perod, and ou* also for
suosequent periods Cur DWM= can
ke founa ot Drainoge and Wastewater
Dwr Cyrrre Welsn
Water ([dwreynru com)

Maragement Plar



Effective and embeddea innovation
rermains key If we are to improve

our services, reduce our carbon and
ernvironmental footprint, and increase
the societal value we provide

Qver the past 12 months, we have
caninued "o moke good progress
delivening the agenda set out in our
Innovation Strategy, wh'ch we refreshed
and published in 2022 We have
been working with aver 100 acadermic
and cther institutions, our centre of
excellence for innovation - Spring
Innovation Lid, technology spec alists,
and global innovat on concerns to
undertake research, and develop and
triol new technoicgies we can adopt
Qur refreshed strategy confirms the
ariginal 2 drivers of our approach to
inaovaticn are stk very much fit for
purpase. see Cur Challenges © Dwr
Cymru Welsh Water (dwreyrmry com)

F retly, to develop and progress rew
technologies to improve customer
service, create efficencies and reduce
resource use, carlon and costs
Secondly, to use our research and
evidence-led work to help shape the
views of regulators ond governmen*s,
and so enable “he development

of new innovahve pelcies to be
formuicted which faciitate and support
tne delivery of our 20450 vision_ for
examp'e, on cacnment solutions and
ndJtrient trading

So far this Asset Manogerrent Period
we have receved over 5C0 proposals
for innovation at our Innovation Portel
at dwrcymru com/mmovohom, ond
completed socrme 69 Innovation projects
arising from these We have invested
some =70 oin leveraged resecrch,
achieving an overall leverage ratio of
Just over 81 We remain one of the
rmas* highly involved companies w th
the Ofwat Innovotion funded projects,
and lock forward *o the total size of
availlable funds growng from £200m
in AMPT to £400m in ANMPE These
innovations should enable us ta arive
further eficiencies 1n resource use
and 1n our carbon and environment
footprints, as well as finoncial berefits

Qur rescarcn work cont'nues fo be

Jsed to help support policy change 1n
the EU through Eureou, the Furopean
indusTry trade body We were p eased
to see the inclusion of the principie

of producer responsibility in the newly
agreed Urban Wastewaorter Treatment

Directive, requiring *he pharmaceutical
mndustry to fund at least 80% of
certain treatment processes required
to further reduce the presence of
phormoceutical products in freated
sewage effluents. Simi arly, the sector
will be undertaking further momtornng
of ts performance, ond environment
footprirt so that we can make betrer,
more sustoinable investment decisions
go ng forward. Th s sets a powerful
precedent and should assist lhe whale
water sector and phormaceuhcol and
chemical industries to move tc o more
sustainable footing Our research
programme 1s now focusing on a wide
range of *opics, iIncluding how best to
progress nature-based sustainable
investments for our supply area

We are planning our next biennicl
virtual Innovation Conference,
celebrating our iInnovation successes
to date, and looking forward to AMPS
in terms of establishing stronger
partnerships to deliver improvements
and efficiencies for our custorners.

We remain very achive 1n the support
of Spring Innovation Lta, the centre of
excellerce for iInnovation 1n the water
setlur Spinyg Is now fully eperanonal
and making great strides to progress
one voice Innovations and disseminate
the knowledge ansing from the trials
work we as o sector undertoke

Qur 2022 Biodiversity strategy - which
is avoiloble at https//dwreymru
com/biodiversitysteategy sets out our
ongoing amoitions, cbjectives, and
action plan to maintain and enhance
biodiversity and ecological resilience
across our cperational assets and
landhaldings, withir the fulfilment

of our “‘unctions This strategy was
erhanced ond supported In 2023

by the publication of our new Cstates
Strategy These two strategies encble
the pusiness to improve the delivery
of our care functions while supparting
cur partners to address the biodiversity
crisis we face In so doing, we will help
safeguard our environrrent for future
generations to corne, and rmeet the
expectations of our customers

Qur Bisdiversity 3 yearly plan was to be
publ shed i early 2024, but has been
defoyed untl afrer we recewve the »R24
draft deterrrination so we can be sure
that it reflects our funded cbligations
going forward into AMPE+ We will
publsh i* in the late surmmmer of 7024
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Our Bicdiversity strategy notes thot

by imaroving water quality, we wi|

also improve the ecology of our

rvers This remains the moin focus

for cur biodiversity enhancements
Notwithstanding thot o sigificant
numoer of Improvements to local
activity centre sites and eisewhere have
been made 1in 2023, end to lond use
changes in selected cetchments with
our partners to secure be‘ter raw woter
quality entering Into our reservorrs

and rivers

“his focus w il be maintained with

cur AMPSE investment plan, which
builds on our successful catchment
work focused on water quaolity
improvements in our upland dninking
water catchments. .t recognises that by
rmproving and restonng terrestnal and
aquatic habitats we can end will make
improve nents to woater quality, lock up
carbon, mitigote flooding risks, and
imprave tne wenbeing of cur customers

Cur biadvers ty strategy sefs out our
ambitions, objectves and action pion

to maintain and enhance biodiversity
and ecological rest ence Qoross our
aperational assets and londholdings,
within the tultilment ot our tunctions.
Cur strateg.c objectives to achieve this,
as already supported by our ciodiversity
pian, focus on the following areas

»  Restore haotats and look after the
orotected sites we own

= Work in partrership with our
regulotors and stakeholders and
promote research cppartunities

+ Improve tne managerrent of
rvasive non rahive species [INNS).
= Develop and engoge our colleagues
as ambassadors and work better
fo understand our custormers'
expectations

= Maintain and enfonce owdiversity
ot ocur operational assets and
‘aendholdings

Qur brodiversity strategy links directly
ta our duty urder Section 6 of the
Environment (Wales} Act 2016, By
delivering the strotegy we will support
and meet aur legslative requirements
re ating to biodivers ty and ecology,
and $o help move our business to a
sustainable foohing The strategy cims
to celiver performance improvements in
both the short term ard the medium-
term through to 2030, ard ensure cur
picns remaoin oligned with the longer
term abjectives of Welsh Water 2050
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SUSTAINABILITY &
ESG OB\J ECTIVES CONTINUED s

We aim to achieve net zero corbon ermiss ens of both operanional ond embedded carbon by 2040 - corporote dwreymru com/

en/ journey "o-zero. We signed the Urited Nations Fraomewar< Convention on Climare Charge ‘Roce to Zero' pledge in February

2021. This obliges o 90% to 95% reduction 11 our absolute ermissions, 10 line with Science Based Targets, with crediole offsets

being aliowed anly oy excepton, to decarbenise *te remoiming hard to abate activities and processes We will work to ensure 1
continuous mpravement of our processes in order fo m nimise our impact on the envirenrment and we ask our key supoly cnan
portners to help us desigr Innovative ‘green, nature based"” solutions tnat benefit tne environment and society generally, within i
the fulf.lment of our funchons We have a comprenensive sx-pomnt plan to address our carbon footprint which has delivered

supstantial, ~ /0%, reductions In our emissians s’nce our 2010/11 basel’ne A summary of our progress and goals moy be seer

below We will review our Ne® 7Zero Carbon pathway in ight of the PR 24 Final Derermmination te ensure it 1s approprialely funded

Our Goals

We have reduced total
carbon ernissions by
65% (campared to
2010 levels)

We now self-
generate 23% of our
owr energy reeds

self-sufficient

Urderp nring the ou'come of achiev ng
Net-Zero by 2040 cre o range of
iMvestment prans and work packages
to delver targible progress on all 3
Scopes of our ermissions T-e six Work
Packages are-

1 Reaucing our use of energy ord
Irorens ng own renewable erergy
genaration

2 Using sewage derived b ogas fo
decarbonise heat and/or ‘ranspart

3 Gradus! trons tor to a low-carbon
flee- of vehicles

4 Actively control and reduce fug tve
ermissions ‘rom tregtnent processes

5 Moritor ond reduce construct on-
rela~ed caroen emr ssic~s

& Maoximise carpon seqeestrat or and
biodversity

T8 AR LA
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We plan to be 35%

We will reduce total
carbon ermissions by
0% (compared to
2010 levels)

We plar to be >50%
self-sufficient

In ne w!h the six parts of our Not-
Zero plan Welsh Water has made the
‘o owirg progress during 2023/24

We have invested £6 rmilnon i
raducing our electr city cansumption
~hrough pumps, motors ana blowers,
as well as agree ng o number of
new Power Purchase Agreements

w th renewable generators, often
Communty owned

2 \We have begun nesign ard
feosib ity work for a secerd
Biomethane -c grid facility 1o
decorbonise gnio notural gos

3 We have installed 25 new “lectric
Veh cie cnargers across our Offices
~c support the “ransimcn to lower
catbon ‘erms of transport

< Dormncvat ve site-based tastirg
“o veniy tre grissons frorm aur
wasewotar processes anrd now we
w i reduce fhem, r~as progressed
acoss & dfferent sites

L7 A NS Y Ma = P02

We plan to be 80%
self-sufficlent

We wiil become
carbon neutral

We am to become
an energy neufral
business

5 We coninue to delwer carbon
intensity reduct ons from our
construcTion activ ies, meaaning
our ermission per £ nvested in
upgrading services 15 lower tnan
last year

We cre undertaking an estate

wde review of our landholdirgs

to develop irves menat plans o
moximise carbon sequesTration onad
ennance ploa versity through the
current Price Review orocess

Welsh Water's Environmer-al Socia
and Governarce Cormittee a~a newly
‘ormed Sustamability Steernng Group
continue airect management atte~tion
to key n.hatves to erhance the
sustaincbilry of our orecces now and
‘or the future Tnese princ ples nave
nformed the 2025 - Z03C 3usiness
Plon subrmittea to our Reguiotor
Ofwat in October 2023, sLpport ng
ne asoraT ons we have o further
~wvestmert .n decarborisa.on toward
our Net Zero goal
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Achieved
Reduyctions

20M-2024:

¢ Electricity
decarbonssation

* Increased
rencwable
qgeneration

» Construchon
carbon

Expected

Reductions

2024-2025:

» Electrcity
decarbonisation

+ Construchion
carbon

+ Leakage
reduchan

2024

2025

2030

Expected
Reductions

2025-2030:
» Process Emissions

v Construchon
carbon

» Carbon
sequestration

= Biomethone
to Gnd

+ Gnd
decarbonisation :

Expected
Raductions
2030-2040:

+ Electncity
decarbemsatron

Higher renewabile
genergfion

Construction
carbon

Hydrogen
produchon

Zero-carbon
fleet

Corbon
sequestrotian

2035

2040

1 Reductions in carbon emissions associnted with our construchon actvities are referred to in the graph as Construchon carben, which Gfwat

refer 1o o3 Capital Carbon.

: Welsh Water expects 1o see significont reduction in carbon emissions between 2030 and 2040 as we canvert our fleet fo non-fossit fuetd

powered vehicles, os well as the benefiis from noture-bosed soluhions and enhancing our tandholdings to permanently store catbon dioxde

‘catbon sequestration’

Description FY 24 FY 23
Location® Market* Location Market

all volues in Kilotonnes of CO, squivalents based based based based

Gross annuanl operational GHG emissions

(i) Scope 1 emissions

Direct emissions from burming of fossil fuels

(including combined Feot and power {CHP) generated onsite) 141 141 129 29

Process and fugitive emissions 40.6 40.6 419 419

Transport Company- owned or leased vehicles 74 7.4 rf 77

{ii} Scope 2 emissions

Purchased electncity*” 91.6 0.2 907 na

Purchased heat .0 0.0 QaQ o0

Etectric vehicles .0 0.0 co co

Removal of electrcity used to charge electnic vehicles at site 0.0 0.0 [o]¢] CO

{iii} Scope 3 emissions

Bus ness travel on public transport and privete vehicles usea for

company business o7 0.7 08 08

Outsourced activit es (If not ncluded in Scope 1 or 2} Energy and other 9.4 9.4 6. f 67

Purchased electricity (fransmission and distnbuhon} 273 T9 8.3 8.3

Chemicals”"* 28.8 28.8 nja nfa

Purchosed heat - fransmissicn and distribution o 0.0 00 o 0O

Gross aperchonal @missions 219.9 109.1 1690 3027

Locaton posec foctors help orgonisations ga.ge ther irmoact w thir the physicol iocot.ors where they ocerate, while "ne Market based metnod
accounts for the complex.fies ond romifications of purchesing gecisiors

and future yeoss os part of our contmued work to iderti®y o | erm ssions associated with aur entire supply cham
¥ ¥ PPY

We hove changed our approach ta report our Scope 2 corbon emss.ors to more uccorate y reflect she REGO pocked erergy we souo

T We are agdressing a historical lack of data from suopleors reloting *a this ermiss:ans source by including these ermassions for the first te for this yeor
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SUSTAINABILITY &
ESG OBJECTIVES conminuen
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We are proud of our record of self-generating @ s.grificant proportion of the energy we use In cur operations This 1s central
fo our ambit-ors to reduce our carbon emissions ond to Increase rasilience by becoming erergy neutral In 205G, producing
encugh energy fo provice our cntical service to Customers This investrment helps keep our customers’ bills offardabie by
reducing our operating costs. We use fhree main techno ogies fo achieve this as explained below Tre toble beiow shows
cur energy self-sufficiency over the lost five years ond the incremental progress we ore making FY 22 was depressed by the
drought adversely affecting our hydro-electric generation

Energy self-sufhiciency over tne iast fve years

Finaacial Year FY 12 FY 20 FY 21 FY 22 FY 23 FY 24
% self-suficient 23% 24% A% 22% 22% 24%

As set out in Welsh Water 2050 we have infenm targets to increase our energy self-sufficiency os follows

Alaw WTW Solar PV

What is it?

Saiar Photo Voltaic uses
multiple panels to convert
sunlgnt into electricity

How does it work?

Sunhght creates a chemical
reqchion Mside fhe panel
releasing electricity




Bolton Hill Water Treatment Works

STRATEGIC REPORT

Anoerobic Digestion

This Treatment Works s shown above This solar PV
systern 15 10 o field adjacent to the Woter Treatment
Works in Pembrokeshire The annual energy output
d splaces electnoity thas woold otherwise have a
carpon footprint of around 50 tornes, as well as
powering cur \Water Treatment Works

Caban Coch reservoir

Cabaen Coch reserver in mid-Waies The builldings

to the North and South of the river Elan each

howuse o hydro-electne generator using water from

tae resenair These two turbires produce enough
electnaity to power -1,50C homes ond displace gnd
electnoity, equivalant to 360 Tonres of corbon dioxide
ermissions each vear

Five Fords Wastewater Treatment Works

Frie Fords Wastewater Treatment Viorks near
Wrexham s Welsh Water's sludge troatrment centre,
using multipie clean energy tecknolagics The site
processes arcund 100,000 peopie's wastewater each
year in oddihion ta tfreating the sludge produced

‘rom across north Wales This freatment process
uses The-mal Hydrolysis (o steam pressure cooker)
fo pasteurise the sewage sludge and rmake 1t sofe

to renzycle for use on fanmland as well as encbling
bacrenal breckdown to produce methane gas in the
d.gesters an site This bogas 15 used in Comnbined
bleot and Power engines and the biomethane-to-gnd
facl ty The biomethane prodaced 1s expor-ed 1nto the
gas grd and used in vancds domest c and ndustaal
applcations Trae gas produced s equivalent to over
Z,500C homes neahng needs and displaces natural
aas which has o sarbon footprint of over 7000
Tonnes per yaar

What is it?

The digestion of sewage sludge from our treatmen
works i tanks without oxygea allows bactena to
canvert the sludge into o methane-nch gas

How does it work?

Tne gas s burned 1n our engines and boiders to produce
Feat and electricity to power the site processes.

Hydroelectric generators

What is it?

Hydroelectng generatars make energy from
flowing water

How does it work?

Hydre turbines are esserhally rmodern water wheels
Lsing the pressure and fow of water to provide o
turning force to drive generators, producing electricity
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SUSTAINABILITY &
ESG OBJECTIVES conminuen

In Octover 2023 we published our
Climate Change Adaptation report

- see Our plans  Bwr Cymru Welsh
Warer (dwreyrmru.com) The report
acknowledged the long-he d view cf
many observers that chmate change
1s a global existent.al threat, Water

15 on the ‘rant ine 1n terms of the
effects of clima-e change — whether

it drives increosed drought, storms,
focding, or sea tevel nse iInundoting
commumties Doing all we con fo
adapt to -he challenges of chmate
change, so we can contirue to prov de
aftordable and resilken services I1s one
of our pr mary responsibl les ond o
growing prionty for cur customers
Wales was the first country In the
world fo declare a ciimaote emergency
Qur government was also the first
globally to have set out In low a Future
Generations Act ensuring that any
decisio 1 pubiic bodies moke today
must be the right thing for our ch d-en
ond grandchildren, and their children
too Dur 2050 Vision, closely aligrec
to both the Future Generations Act
and to the UN Susfainaoiity Goa s
sets our purpose as "providing high
quohty ond better value drinking

water and cnvironmental services

s¢ os to enhance the wellbeing of

oJr customers and the communites
we serve both now and for future
generafigns to come’ Adaot.ng and
mit'gat ng fre impacts of cimate
change “nerefore are both criticol for
Js 05 3 bus ness if we are to deliver our
Vision and Purpose.

Recert Hlood ng and dry weather
evers both '\n Wales and g-ooally
have reminaed us of Me havoc cur
changing weatner 15 already wreaking
“he science fells us thot events such
cs these will confinue to ncrease and
intensify os our world gets warmer

As the principal prowider of water and
wastewatar services In Wa'es, we are
drving our science and Innovahion
agerdas forwara to suppor* our net
7ero ombitions, and Q50 10 adaot cur
asse” oGse 10 meet the chalenges that
are yet to come The gooa climaote
ctook s grave, and we wll ror sny
away from driving our eriss ors down
"0 mee* pur ret zero farget af o ooce
cur custormers can offord, o to make
Cur cssers rmerce of mate res ient

by deploying the lotest science and
tecninology fto ensure our services <on
continage umnterrupted. All the while, we
must be conscious of the offordacllity
of services to gur customers
particularly 1n a per ad of significant
financial hardship and unceriainty. As
o non-shareholder company, we are
able to oe guided solely by what s

in the best long-term interests of our
customers and the environment

Bu* we connot adapt to climate
change without *he supooert and
action of others, We are impacted

by how others rmarage therr land In
catchmen s we abstracT water from
and how others manage “he » surface
woter drainage which connects 'nfo
our sewerage system Worung in
partnership with our governmenrt, ool
authorittes and landowners rermains
key for our plars to adapt offordably to
cl:mate change One tning I1s certamn,
wi-hout the support of our partners in
Goverrment, our Regulators ord Local
authorities, preparing arnd meeting the
impact of Climate Change wili be very
challenging Toge*har as 'team Wales,
by preparing well, ond then delivering
the resihent new infrastructure we neea,
we are confidert we can odaot anc
meet the demands ploced on us 6* o
pr.ce our customers can afford

Cur AMPS (2CG25-2030) Cimate
change plans for ccapiation are
focused on roflow regre*s’ actvities
and Investrents These include driving
leakage down, INcreasing custemer
meterng; 1elping customers reduce
tneir water use, protecting water
quolity anda imprav ng oladiversity,
wnvesting 1n further sustairable Jrban
drairage systemns and noture based
solutors, ana arving Innovahon anrd
techno ogy deve corments We will o so
be unde-taking extensive env rormenta
mon torng and asset p aan ng work,
$o as to improve the corfidence in our
two man poseg toos for the longe-
term  our drainoge and wastewater
rmanogement and water resource
manragement plars
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Qur pans for AMPS also inc'ude
considerable inves-ment In oreas

where service impacts are lkely to be
significantly impacted by a changing
clmate including tackling storm
overflows, ™proving wastewater
treatment, and replacing mains that
are burstitg more frequently In hot,
dry corditions We kave started or

o journey to ennance our resiience,
and we are proud of whaot we have
achieved There 1s much more to co,
ond o enable us “o toke an aodopThive
approach, we will monitor our progress
including updaning cur Clirate Change
Adoptotion Report at least every

5 years

By the next iteration of this Chimatre
Change Adaptation Report in 2027
we look forward to beng petter placed
1o narrew down “he likelihcod of
adaptive strategies being triggered
We will nave better models to pred et
the future chmate, and row aur
ossets wil. respond o thot and we wil
have developed and implemented
new technoiogies to assist us to find
offordable solut.ons to Hus cho tenge
for our custormers and sceety

Climate change can affect river water
qualiity 1n many ways, either d rectly or
inchirecty T~e map on the following
page shows the most recent ecologca
sratus of rivers 10 Zagiand and Wales,
llustrat.ng clearly the higher proportion
of avers in Waoles classified as 'good’
or 'high



Our River Water Quality
in Wales

Improving River Water Quality,

as with many or our investment
programmeas, is a long-terrm
undertaking and benefits typically

emerge over ¢ period of years rather - BRI

than months, 45% of our rivers in " ),.*/:-

Wales achieved a "gooed" etolagical -

status in 2021, compared with 27% Lo Co
in 2009. R

"+ Read more about our River ang
Storms manifesto on our site
hitps:/ fcorporate dwreymru.com/ i
en/community/environrment :

Most recent
classification

. B

%3‘;% Poor

Moderate
@ o
. gk

bmproving gravel beds below our large,
raised dams

The construction of our dams can include the damming
of nurnerous watercourses, creating o barner to the
natural movement of gravels downstream that normally
provide essential spawning habitat for fish and promote
river water quality

STRATEGIC REPORT
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Qur Water Rescurces team has investigated over the

last three years the sediment charactenstics of the nvers
upstream of Llwyn-on, Pontsticl and Talybont reservorrs
Working with the South-East Wales Rivers Trust and the
Wye and Usk Foundation and others, we identified where
the introduction of gravel would benefit fish habitat.
Gravel nets and pressure plotes were instalied in the rivers
fo collect gravel sampies and provide an estmate of

the amount and size of grovel that would naturally travel
olong the riverbed.

Through close liaison with the Rivers Trust, we identified
sources of gravel suitable for reintroduction into the rivers
below our reservoirs, mainly reused from landslide sites
in mountain streams or from river channel clearance

The gravels were tested, cleaned and sorted to ensure
only the beneficial fraction remained, which was then
introduced to the nver ahead of the higher river flows
that will disperse the gravel downstream, creating natural
gravel beds

A follow-up survey of the riverbeds witl establish the
success of the gravel augmentation work. We anticipate
that future invertebrate and fish surveys will demonsirate
the ecological benefits af this work
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SUSTAINABILITY &
ESG OBJECTIVES CONTINUED
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We recently completea cur Water
Resiliert Commun ties Project work in
Newport, with areparations unaerwaoy
to focus on a new project area This
place-based project, which targets
some of Wa'es' most deprived
communities, brings together several
services in an infegrated effort. The
project involved o portrership with the
socia. enterprise, Grow Social Coprtal,
which hos developed our values-led
approach towards partnersh.ps ond
increased the purposefulness of the
project's community wark

We nave continued in o wide range
of ocrvities, inc.uding the delvery of
free water saving dewices, tollet leak
oppoir ments, a*tendance of events
1o support customers wno may be
struggling with their bill, ond face to-
face support for customers 1Ir arrears

Some of this year's most notable
achiv hes include-

* Hur Vulne-able Custorner and
Cartret (Water Efficiency) "ears,
in partrership w.th Newport City
Homes, visiting 9 residenta’
comp exes to suppart with Get
Water Fit products,

* our Educahon *eam prowiding
adult literacy support to homeless
guests of the Eden Gate Centren
Newaoort, and

rof <k - Tongible pane

L PUT CUSTOIMETS

«  working with DWP and Jeb Cer*re
Plus to promote career opportunifies
event

As we mave our focus onte fhe next
'mace’ this project wi" confinue to
challenge colleagues to reflect an the
way that they supoort communities,
discover irnovative ways o maoximise
communtty benefi* — and to apply the
learning beyond the project

Our education orogramme delivers
enriching, nformaohve aend prachcal
sessions to help inspire future
generations Covering o range of
ervirormental and sustainability
themes, as well as STTM {Science,
Technology, Engineenng &
Mathernatics) subjects, the de~and for
our free prov sion continues fo be high
“he experiences, knowlecge and skills
captured within our school outreach
and educabon centre-based sessions
mean that our provision s highly
regarded by schoois and pupils.

Cver 75000 pupils have token pars

in one of our sessions in cver 500
school visits - with our Eaucation Team
spending over 1000 hours with puoils
in classrooms The content, created and
oresentad by aualfied teachers, uses

o comoinat or of outaoor, classroom-
based, osserbly ard online sessions to
ersure moximam impact and varety.

Part~ership working and online delivery
continue to be a key part of our
strategy, ensuring pupils receive the
utrrost benefit from our education
supoort We have continued working

in partnership with Keep Wales Tidy's
Eco-Schools Wales imiticrive on a
ser.es of onine Interachive sessions,
simultaneously sfreamed in o
classrooms each term, and reaching
almest 2,000 nupils. We have aiso
continued fo work with Groundwork
Wales and NIW - us-ng the teachers'
presence withir schools o encourage
key messages and enhance curriculum
learning The team this year ore also
working 1in partnership with tne Eden
Gao-e Centre n Newport or o numeracy
and lterofure programme supporing
guests ot rsk of hamelessness

“he guailty of our service and ‘mpact
of aur educahor programme 15
caotured ~hrough teacher evaluations

®® AnTASTIC -

THANK YOU. THE CHILDREN

WERE 100% ENGAGED

THROUGHOUT THE TASKS

AND DIDN'T WANT IT TO END. :
EXCELLENT OPPORTUNITIES

FOR COLLABORATIVE i
WORK. A WONDERFUL AND '
PROFESSIONAL MORNING

DIOLCH %% !

Cliee R

West Wales (Wostewarer Services)

We are planring to invest oround £20 muillion to replace
Cardigan Wastewater Treatment Works [WwTW) to help
us change the treatment process to ensure the site will
operate more efficently to cope better with the .nfiux of
salt water from the tidal nver.

As our new treqtment warks will require planmng
permission and an expansion of the site, we are plonning
to begia cur work to replace Cardigon WwTW from

Aprl 2025 and expect this work 1o be compteted oy
Aprl 2027 Ahead of “his work, we have been carrying
out ground nveshgations at Cardigan works to help us

B4 A Lal
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design the layout of the new works and in the interim,

we have nstafled on addihonol treatmens process to

help the works cope better dunng storm conditions. This H
was installed in Octoker 2023 and will be in place until

our work 1o replace the treafment works at Cardigan 1s

complete

Throughout olanning this wark, we have engaged with the
cormmurity including key stokehclders, locol rver water
gualty compaign growps and the wider community, as
well os send.ng o letter 1o residents in Cardigan on our
olans 1o replace the WwTW in the near future



South Wales (Wastewater Services)

We are currently investing £9 million to upgrade

the wastewoter treotment works in Brecon. The area
currently serves the catchment of Brecon, but with the
substantial planned growth and the current works at
the it of its capacity, the investment will see 1t not
only expanded to support these developments but
will also improve the way wastewater is treated ond
reduce the level of phosphorous that 1s discharged
into the river Usk

The project sterted in November 2022 ond ramped
up 10 July 2023 with a lorger setup to facilitote the
works. Throughout the duration of the project we have
angaged with the community through newsletters,
community van sessions held in the fown centre,
ottended Brecon County Show and welcomed
pohticel stakehalders for a tour of the site to see the
improvements being made. The work s currently on
track to be completed duning the Summer of 2024

South Wales (Waostewater Services)

Duning very wet weather, parts of the waste network in
Gwersyllt, Wrexham, can somehmes be overwhelmed
which puts local properties at nsk of flooding, In
2023, we completed a £2 million scheme to help
protect homes in the area from flooding as well

as helping to protect the local environment during
heavy rain.

Bunng the 6-month project, work on site included
installing additional pipes in the waste network

to create extra storage within the system during
neavy rainfall as well as maodifications to an existing
underground storage tank. New pipes were laid in
several different locations including within a primary
school playing field, as well as ¢ local road which
required a short road closure under o railway line
which required close communications with affected
parties Even though the teom faced chaollenges
such as the weaother ond working to tight timeframes
during the school holidays, the project was completed
ahead of schedule

STRATEGIC REPORT

South Wales {Water Services)

In October 2023, we completed o £10 million
investment project to upgrade the water pipes within
the Rhymney Valley. Working with our partners, this
involved replacing 17 Km of water pipes in Rhymney,
Borgoed and Den and nawigating some very
chalienging topography.

Since 2020, the project tfeam took part in various
volunteering events, ranging from supporting o

local mens' haalth chanty to support a local school
holiday club with arts and crafts doys We haove olso
engaged with over 3,715 school pupils 1n the area and
supported the Prince's Trust "Get Intc Construchon”
programme.

Since the start of the project the team supported the
local foodbank, donating more than £6,900 as well
as colleagues raising collections to support those in
need at Christmas.

West Wales (Wastewater Services)

We are currently investing £5.5 million ta upgrode the
wastewater treatment works 1in Spirtal, Pembrokeshire,
to help improve water guality 1n the nver Cleddau.
The treatment works already treats the wastewater

it recewes from the surrounding area to o high
standard, and the planned upgrades will see the
treatment process enhanced even further

The project, which will see preparation start before
Christmas, will include the introduction of a process
which removes phosphotes from the treated
wastewater Phosphates can couse algal bloom sc by
remaoving them fram the treated wastewater, this will
help reduce levels in the nearby river Cleddau - which
0 turn will benefit the river quaolity and 1its aquathc hife.

This work forms part of our planned £16 millien
investment to improve water quality In the river
Cleddau before the end of March 2025 Other
treatrnent works due to be upgraded in the wider
Cleddau ¢catchment include Letterston (£3 9m),
Rosemarket (£1m) and Wolfscastle {£6 5m).
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SUSTAINABILITY &
ESG OBJECTIVES continuen

Over recent years, work ng witn debt
advice agencies, we hove deve opea o
range of financial support packoges

to help "30.000 vulnerable customers
who struggle to poy “heir bills Qur
latest support scheme, Cymuned, is
aimed ot providing working housenald
custorrers with temporary support to
pay tneir water bills Un-il we launchea
Cymuned, working houssholds were not
ssually eligiote for financial assistance
from Welsh Water, but the scheme
erables us to provide short-term
supoort if therr household bilis exceed
their income This s tne only scherre of
its kind being offered in the sector, and
wo hove expanded its avaiability during
FY 24 followng ts aunch n lave 2023

Our 'Here for You' compoign cirns

to raise awareness of the financial
support on offer from Weish Water
while breaking down perceived barriers
for custormers gettirg in touch if they're
strugghng.

Case Study
A HelpU example

One of our Most popular schemes
15 the HelpU tanff. This helps low-
ncome households on a means-
tested benefit by putting a cap on
the amount they pay for their woter,
based on how many people are
wing ot the property.

P8 s AT AN
APPOINTMENT AT THE JOB
CENTRE WHEN AN ADVISOR
SAID THAT SOMECONE FROM
WELSH WATER WAS THERE
TO HELP CUSTOMERS
WITH THEIR BILL. INITIALLY,
BECAUSE | KNEW | WAS iN
DEBT WITH MY WATER BILL,
[ WAS WORRIED ABOUT
SPEAKING TO SOMEONE
FROM WELSH WATER. NOW,
| WISH I'D DONE IT MUCH
SOONER. 89

®® ooy wilsH waTER
PROMOTIONS ADVISOR,
WENT THROUGH THE
OPTIONS THAT COULD BE
AVAILABLE TO ME AFTER
LOOKING AT MY INCOME
AND SAID, "WE CAN HELP
YOU' SHE HELPED ME
REDUCE MY BILL BY £500,
BY SETTING ME UP ON THE
HELPU TARIFF AND HELPED
MAKE MY PAYMENTS MORE
MANAGEABLE SO | CAN
CLEAR MY DEET THIS WILL
MAKE A BIG DIFFERENCE
TO MY FAMILY. AND | ONLY
WISH I'D HAVE SPOKEN TO
WELSH WATER SOONER:
THEY DIDN'T CRITICISE AND
JUST WANTED TC HELP |
COULD HAVE AVOIDED A
LOT OF STRESS. 9



£SG Objective & - Enaagma with our Cus

We engage with our custemers on o
regular and long term basis, through
reseorch and focus groups, our
community fund grants, ond Water
Resilent Communities programmes.
Customer expectanions are cnonging
and developing, and we need te ensure
thar we meet these expectations

while also focusing on the path to
ochieving the long-ferm goals we
have set in Welsh Water 2050 We are
developing a Sustanoble Procurerment
paiicy, which wil: deliver benefits to
communities through a mere iocalised
supply chamn We ore also introduc ng
user-centred design for improvements
to custemer scrv.ce, and working with
o wide range of stokeholders and
custemers on prejects such as the
Brecon Beacons Mega cotchment
inntiaTive

We gathear data from our nusiness
as-usual In*eractions with customers
and engage with customers ond other
stakeholders In various ways on an
ongoing basis. [he nsight produced by
this engagement informs our day to-
day bus ness decsions ond prionhtes
Our wider customer engagement
achvities inciude

TTRETS

Ad hoc research: customer research
conducted by independent research
agencies for one-off purposes

e.qg. custormer responses to the
introduction of Temporary iJse Bans
1n Pembrokeshire during the exterded
penod of drought in 2022

Customer data-driven insight: this
includes all customer contact datag,
comploints, fesgback & g 'Rant Rave’
which requests and collates customer
feedback for each contoct

Tracker research: this monitors srends
of key topics over hme e.q. our Trust
Tracker monitors trust, value for money
and other 1ssues monthily.

Public events: our £1 million a doy
tnvestment 1in our woter ard wostewater
serv:ces in communities can cause
disrupnien and inconvenience o our
customars This 15 why we proactvely
communicate with customers before
starting the work and often host
cornmumty events for mgh impact
schernes o explain to customers whot
we are doing and the likely durction
and impact of the work.

Your Water, Your Say Public Meetings

STRATEGIC REPORT

"o help inform our Business Plan

for 2025-30, we commissioned an
extensive customer engagement ond
rasearch progromme invoiving nearly
6, 000 household customers and over
1000 non household customers on

a range of 1ssues such as customer
prionties, long-term needs and
offordability We alse arranged two
public 'Your Water, Your Say’ events

in April and November 2023 which
included a self-selecting sample of our
custorrer base ana stakeholders Witn
over 120 customers aftending across
both events this cllowed customers

to provide feedback on draft PR24
plans ond included gues-ions on the
envirgnment, our investment program
and help for vulnerable custcmers

Getting meaningfui feedback and input from our
custermers to help inform our long-term business
planning and day-to-day decision-making 15 vitally
Important to ensure that our plans meet our customers
needs and expectahons. As we have seen in recent
years, especially since the Covid-12 pandemic and
during the cast-of-living cnsis, our custamers’ needs and
expectahions con change over relatively short perods
of fime and we conduct regular custemer research

and regular face-te-face public meetings to gather aur
customers' views

As we prepared our AMP8 Business Plan, we held two
public, online meetings (in Apri and November 202 3)
to outhne cur draft plans and then how we'd amended
them following some of the feedback we'd receved
Both sessions were hosted by an independent choir and

included presentotions from Pete Perry, Chief Executive
of Welsh Water and other members §f the Leadership
tearmn. The sessions were well attended by custfomers and
a variety of organisations thot had an interest 10 vanous
aspects of our plans Customers were able to subrmt
questions to the chair in advance of the sessions or to
ask them dunng the events themselves. A lot of ground
was covered over the course of the two sessions - from
environmental iImpact to offordability, from executive pay
to water guality, and from carbon reduchaon o fish stocks
in Weish rivers Summaries of the sessions, capies of the
presentahons and a report on how the company refiected
the points raised n its Busiress Plan submission to Ofwat
are all available on cur website
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SUSTAINABILITY &
ESG OBJECTIVES conrinuep

Qur most iImportaont asser 15 qur
worktarce, and attracting and retaining

people with “he night skills and diversity

of experence, background, and
personal characteristics to meet the
future challenges that cur business will
face I1s o key prionty. Cur culture and
values are embodied 0 sur workplace
powcies such as our Health Sofety &
Weloeing poicy, support an inclusive
waorkplaoce where colleagues con take
prde In "Earming the Trust of our
Customers Evary Day”

Every orgamisatior 1s only as good as
its people, ond so we oim to recrait
and retain the pest tatent Talent -s
indifferent to gender, race ond sexuat
oriertation it 1s what an individua s
endowed with We wan* o have the
widest possible appeal to talest in all
its forms and this corres from being
recogn sed externally as hoving an
inclusive culfure where peopie arc
valued for who and wnat they are We
need all our peop e to recognise and
value that culture through ther lived
experience s$o that they talk to ther
friends and commumnies and spread
e word that Welsn Water 15 o great
ploce to work

“he water sector has historically had

o predarmirantly white male workforce
We have, therefore, corrinued our
focus on Improving our civersity across
genders, LGBQT~, non binary, race,
disokility, secial background and rmore,
to better reflect tne cammunities

wWe saerve.

RIS

ot £

Our wors fo reinforce this cubture
continues to be supported oy, among
other things-

+ Monitoring progress using gualrative

and quanrttanive data fo highlight
where barrniers exist ard 1o show the
offects of aur nterventions so we
can moke appropriate adjustmenrTs
where needed

= Using empioyee-led network groups
and our Equality Diversity and
Incwus vity Forum as a pratform for
feadback and improvements

+  Appointing ambassadors for all
protected characteristics

= Encourcging staff to self-declare
ralevant charactanshics to suppor®
a dota led and evidence-based
approach

In aad fion te our infernal programmes

supported by the approaches outhned

above we have corfinued fo develop

oJr extarnal re'ationships with

organisg*ions e uding

«  ELnergy and Julity Skills

= Busimess in the Commurity

= Stonewall Cymru

«  Mahogany leclusion Partrners

= Women n Science and Engineering

Our successiul portnership w th the
Lnivers ty of Soutk Wales corninues
to geliver our network /5 programme
combining work placement ana part-
t me study as o route fo a degree

We have appointed 46 apprentices
and trainees this year, exceed ng
cour internal “arget, and we intend
to increase the number of p aces
ovailable for Y 25

For our gender pay gap dota olease
see the Remuneraton report from
page 132

We haove raised the proportion of

stoff whao self-declare personal
charactenshes to 80%, meaning ou-
data 15 row suffioently robust to report
for the first hme our our ethnicity goo
{see our remunerahon report). This
data wi i elso give us o befter evidence
base fram wrich ro develop future £ DI
intiatives

Other selected EDI metrics Females
appointed to semor roles in
FvV24=6(Y23=7)

Senior “alent pipe ne potential heads
of service, oroportion who are female
V24 - 40% (Y 23 = 35%)
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£E5G Objective &8 - Adapting 1o Future Challengses

Welsh Waler 2050 descrices our
commutmeant to plan for the long-
term, anticipating and responding
prooctvely to the emerging risks
and apportunities This enabies us
to resoond in a woy that is timely,
effect ve, and aoffordabre

As detalled in the review of our

Welsh Water 2050 1n support of the
development of our busiress plan

for AMP8, we believe there are 8 key
trends that are likely to have the maost
signficant iImpact on service provision
over the long term.

We sumrrrarise here how we are
adopting to these trends 5o as fo meet
this ESG opjective

1 Climate change - Climate chonge
as sef out in our Climate Chonge
Adaptation repart published 1n
QOctober 2023, wih result In more
extreme rainfall events, which s
like'y to lead *o an increased risk
of floodirg and polluton. Drier,
hotter summers are projected for
Woles, which could result in woter
supply defraits and the potential for
increased water demana”

7 Change in customer expectations
- Customer expectations are
I'ke'y lo continue to change with
an increasing desire for o more
personalised service and cantrol
over therr use of services and less
tolerance of service outages This
will particuiarly be the cese for
business customers.

3 Environmentol change - Our
reseqrch and that of others confirm
that tor society to prosper in a
sustainoble manner, we must
further protect our environment
from polivtion lnvasive species,
land use change and an increased
risk of envirorrmental poiluhion
moy also lead to o reduction in
water quality and species loss.
However, cooperative cpproocnes
to the delivery of ennanced
ecosystern services, should lead to
better envirocnmental and societal
oufcomes.

4 Protecting essential infrastructure
- Ageing infrastructure, a
concentrotea supply chain and
cyber secunty remoain key concerrs
for future service provision.
Technologicol advances could lead
to significant efficiencies In the
planning, delivery, and operation
of new assets Our innovation
prograrime und support tor Spring
- the Irnovation centre of excellence
we heln set Lp In 2022 remain
focused on these priornities

5. Protecting public health
Regulatory standards ta protect
drinking water quality continue
fo tighten We nave ciso invested
significantly in 2023 to develon
our recreational activity certres
to support social wellbeing and
value by prermoting healthier and
more sustairable lifestyles for our
customers

Clhimate Change Aaaptatian Report nttps /fcorporate dwreyrmir, comienabaout usfour plors
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Policy and regulatory change -
The cace ond extent af changes 1n
policy and ragulation are exoected
to continue driving ever tighter
environmental and drinking water
quality standards

Changes to the structure of the
economy - The growth of the
digital, krowledge-baosed economy
will create opportuntties to provide
services 1N more efficient ways
However, 1t could also present o
challenge fo us continuing to meet
the needs and expectations of our
customers,

Demographic change - Fopulation
growth will lead to ncreased

water demand in certain areas

and an ageing populction may
lead to more customers in
vutnerable circumstances However,
opportunities wll emerge te develop
a more diverse age profile in the
workforce.

S Welsk Warer 2050 Review and Updote nttps f/zorporate dwreymru comy fmedie/Preject/F les/Page Dacuments/Carposste/Oun-Plans /Water- 2050/
EAgesh oshix? a=en&hask=6CC35T4CODEDCF44A4F 3 ACTIFEDQOQIIOATE G

Welsn Weoter 7050 Review and wooate 2022
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SUSTAINABILITY &
ESG OBJECTIVES conminuen

Given our cigar company Surpose,
which was incorporatea intoe our
consfitution thiougn the omendment
of our Articles of Association in 2019
we are already commited to ensuring
that Welsh Warer 1s o wider force for
good n ali of our interactions with
custormers, communities, landowners
ond developers across outr supply area
The increasea focus on ESG issues
and growing interest ‘rom oondholder
investors vbout our activities in these
areas [ed us to establish "he £E3G
Committee as a committee of the
Board 'n 2021

The Committee 1s respansible for
sctting and reviewing our ESG Strotegy
reviewing our performance ogainst

o set of performance 1na cators
relevant to Env ronmental, Social and
Governance 'ssues, ant mon foring

the quality of our corporate reporting
of these 1ssues, to ensure we foliow
current and emerging best practice

w1 this area As port of thus, we have
revicwed our risk governance and the
effectiveness of our consideration of
clmate-related r.sks and opportun ties,
and we have used our oreparction for
tne third yeor of Task —arce on Chimate
related Disclosures to ensure these
issues are fully integroted into our
long-term plarning ona strotegy As
well as TCHD report ng, we are oct vely
reviewing other ne*ure-basea repocing
framewaorks, ta see If and how we mign*
make use of "he™ to irprove our
coroorate gave-narce arrangements for
bied versity specificaily, ong to m tigate
our cther enviroamental footorn-s

Meanwnile we hove worked hard "o
imprave our aoily fo report in almost
rea- t me on “he operaton of our stormr
overfiows and the gqual~y o nathng
waters in our operating area, cecauso
fnese are aspects of aur oper-ation
which are of particuiar interas *o the
communities we sorve

90 ANk LA

One of the prevalent features in
Wales 1s our ability o work in ¢lose
partnerships, as 1s required of pubic
vodes under the Well-being of Future
Generanons (Wales) Act

The Act recu res public bocies ta
demaonstrate in ther decision making
the impact that they could have on
people lving 1in Wales in the future as
well as in the present This is to show
that they are acting 1in accordance with
the sustanable development prnciple,
cs defined in the Act The Act direcly
supports 5 ways of workirg which are
all compatible with our Vision and views
on sustairability, albeit we are not o
pub ¢ body as delined under *he Act

LT R ALk, R D T A e N D D 3T N ML ATAA

These are

= 1o carry out sustainable
developrrent — intnasic to the nature
of cur business and vision,

+ to think for “he long-term - avoiding
snort-termism ard consiaering
how decisions will impact on the
wellbeing of future as well as curren?
generatiors,

= Prevention ~ octng early ond witn
others to tackle tnhe root cause
of problems before they anse or
get worse to bring cbout better
cu-comes faor individuais, public
bodies and society as a whole;

*  Integration - ensuring that the full
range of conseguences of an actien
are considered so tnat activity In
one area of work can be shaped to
complement rather thaa undermine,
activifies in others,

+ Coliaboraton - working with
others, so that as many objectives
as possible can be met witn the
resources and expertise avollable
and not frying *o solve problems
alone but ungerstanding the
benefits of involving os wide @ range
of people os possible n he oing
shape the decisicas ond services
that will affect therr lves
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4-STAR EPA RECOVERY PLAN

As roted in the Choir's statement and the Chief Executive's message our performance on cerrain measures is below where
we and others want It to be - In particular, our roting under Natural Resources Wales' annuel Frvironmental Performance
Assessment has declined since 2021, when we lost achieved the highest rahng of four stars We recognise our recent
assessment of two stars in 2023 wos unacceptoble and we are determined to recover our former industry-leading status
We have developed a clear clan o improve performance in this area and summarise sorre of our key octivities below.

Like all our current plans, these are subjact to the outcome of Ofwat's Price Review process as this may affect affordability,
deliverabi ity and firanceability

Reducing our We nave plans to reduce the number of pollution events We aim to reduce pollution to ne

from our assets, ond tackle those assets thet ore growing rmore than 66 by 2030,
nsks of pollution incidents, We have increased the
monttaring of assets

pollution

Wostewater freatment We will improve asset performance through investment at We aim to acnieve 99 5%

compliance high-risk sites and increase monitorning of o her sites complionce by 2330

Reducing sericus We are tackling the 10 rnising mains and oumping stahons Combined with biockage

pollutions events tna~ have the biggest environmental Impact, causing reductior we oim to see o 40%
serous oollution, by 2030 "his will be achieved through cur  reduction by 2025 ond to
investment plons elminate these by 2030,

Achieving 4 star EPA We aim to ageliver agoinst al commutrments outhned in We aim to be 3 star by 2025, and
tnis EPA recovery plan to return to industry-leading in acrieve 4 stor by 2030

Enviranmental Perfarmonce Assassment ratirg and, more
impartany, to improve the environment of which we ore
custodians.

Safe disposal of The Biosolids Assurarce Scheme (BAS) ensures thot we We aim to treat 100% of our
100% of sludge recycle oiosolids in o safe and responsible way. sludge through anoercbic
digestion
100% WINEP We nave met all our commitment under the WINEP We will continue to achieve 100%
programme delivery programmme delvery since 2020 and o m to contnue this of our WINEP cormmirmants
fut ccnleverment throughout the AMP 8 programme through a
f:;ﬂi;MPT and re cedicoted delivery team
3
Maintaining supply We aim to continue '¢ achieve 100% by addressing risk We will continue to nvest and

zones such as tne rmid and south Ceredigeen zone. make improvernaents ta our

demand balance
network and achieve 100%

index at 100%
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CHAIR OF THE BOARD'S
INTRODUCTION TO GOVERNANCE

Key focus areas in FY 24

Considenng the 1ssues highlighted through ongoing scrutiny of
operotional performance and the exomination of the appropnateness of
the resulbing oction pians to iImprove performance where currently falling
short of our objectives and regulatory requirements, in particular our
Environmental Performance Assessment (EPA)

COverseeing the Company's progress in reducing its impoct on the
enviranment through its River Quality strategy and Stormn Overflow
progromme

Ongoing preporahion for PR24 in the context of understancing the
implications of Ofwet’'s Final Determinotion ond recewving updates from
the Regulatory and Asset Planning teams and DCE on the progress with
puthing into effect the investment projects proposed in the Company’s
PR24 business plan

Reviewing and scrutinising the PR24 Business Plan subrmitted to Ofwat
on 2 October 2023 and assuring staff that the plan 1s offordable,
delivercble and financeabla.

Approval of a Funding Strategy for AMP8, which ensures that sufficient
liquichty headroom is held to withstond adverse developments in funding
markets and to minirmise market risk and rmaoximise the opportumities in
different debt markets, at the best rotes

Overseeing the development and implementation of plans to adapt

to the chollenges of climate change, so we can continue to provide
offordabie and resilient services

Ensuring the Company continues to provide support to those custormers
who struggle to afford therr bills, and who have charactenstics of
vulnerability

Assessing the demaonds placed on our people by our 24/7 operctions
and ensuring we have in ploce the appropriate resources ond
organisationat design.

COverseeing progress with the collaberahion appreoch to PR24 in Woles
through the PR24 Forum with the Welsh Government, Ofwat and

other stakeholders to agree the implementation of the right plans for
the future,

Ovarseeing the progress of the DPC Project Committee to construct

a new water freafrment works in the Merthyr Tydfit areq, ensuring thot
the scheme meets the requirements of Ofwat's Direct Procurement for
Custormers (DPC) delivery model.

Ensuring ar effective and appropriate successian for myself when | retire
as Charr at the end of 2024

ANNLAL REPORT
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@@ SOUND CORPORATE
GOVERNANCE IS AN ESSENTIAL
FEATURE OF THE DECISIONS WE
MAKE TO SUPPORT OUR DELIVERY
OF ESSENTIAL PUBLIC SERVICES. 99

Alostair Lyons CBE
Chuair of the Board

The last year has seen
an increasing number of
challenges impacting the
water sector, the Group
and its customers.

Throughout the year, the discussions
of the Board ond its Commettees have
centred on an increasirgly demanding
operational and regulotory andscape
and the impaoct this hos had or the
Group ana our employees A porticular
focuc of Board actrary has pbeen

the preparation of vur plan for the
next regulatory price review, PR24,
identifying the need for o material
increase In the level of the Group's
investment ir order to improve s
operatonal resilience, particularly with
regard to the avoidance of pollution
incidents The Board was reassured to
see The hugh level of supoort this plan
received from our cus*omers despite
the sigrificant increase in bills thar it
woud require. Fqually, the Board has
cansidered the ongoing cost-of-ivng
cr sis, which hos been compounded by
gecpolit:cal events, increcses in energy
costs and nsing inflahon ard in-erest
rates, and how the business is aole

to provide support for cur custamers,
parhcularly 1Ir anticipation of nigrer
bills to come

As o Group, we are well-posit oned to
mangge these impacts, and the Board
remains confident that the Group 1s
oble to cantinue to fund higher social
tariffs and community grants a ongside
increasing cap tal investment activity fo
continue delivenng for the communities
we serve Over the past year, os set out
in our Manifesto for Rivers in Wales,

the Boord committed an addit ona’
£100 million from Company funds
towards improving river water quality
over and above the :nvestment that is
funded from custermer bills
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CHAIR OF THE BOARD'S ™.
INTRODUCTION TO GOVERNANCE

CONTINUED

"he Board and its Comm ttees adopt
a holistic aporoach fo governance and
oversee and scrutinise the operations
of the Group os opposed to ‘ocusing
separately on segregoted sections of
activity This has enabled the Board

'o mantair strategic gversight of

tne Group's performance against,

and compliarce with key regulatary,
operationcl and strategic objec'ives

focus of the Board in the
last 12 months

Given the scale of the operational and
envirenmental chalienges confronting
tme Group over the last 12 months,
as discussed ir otk my ond the
CFO's staterments, the Board, and

i poricolarn the Qualty arnd Sofety
Committee hove app'ied sigrificae:
focus -o rev ewing the Company's
progress against ifs operational
measures w th the Execuswve Directors
and the Group's Managing Directors,
who are permanent cttendees at

tne 3oard

Sigrificant fime was spen review ng the
Group's per‘ormance recovery pians
and achion being taker to improve

tne perfarmance of the Group's Storm
Ouverf ows given the inersifying focus
on this by the public, media ond our
regulators Alongside this, given the
cngoirg cos -of- ving chalenge fo
which our customers are subject,

raere was in-depth consideration of
tne Compory's Vulnerable Customer
Strategy ard of our ongoing orogress
to support customers in vulrerchble
cireumstances, ncluding tne exporsion
o the Cymuned (Communmity) Fund

to supnort working housebolds,

Aot 1n receint of benef 15, who are
experercing ‘ nancial d ff culhes

“he potennial for o leakage reporting
issue was first brought “¢ the Board's
attenticn in Moy 2022 and .mmediate
cction was “aken to better understand
the roof cause of the 1ssue. As
repoarted in fast yeor's Arrual Report
and Accounts, a third party roview
was -nuliates of our interpretation of
Ofwat’s guidance on the reporting
methodology for two Perfarmance
Commitmrents - Lecakage ard Per
Capita Consumot on (PCC) Internal
reviews tock place ir oarallel with the
thard-party review and the outcomes
of these reviews have been considered
by the Boord directly and tnrough tne
work of its Commuttees during the year
including Ir detaill by the Leakage and
Per Capite Consumption Committee
which was established as a task
and-finish commttec specifically 1o
establish oversigh: of this review, ond
whick | Chaired A comprenensve and
detolied report ir-o our find ngs was
submitted to Ofwat ir November 2023
ond tn March 2024 Ofwat published
its own draff renort on its investigot.on
info the Group's m sreporhing of
Leakage and PCC Tre full detall of
tha* announcerrent and the Group's
response to tnis can be found at

page C3 The Commut-ee satisfied i"self
potn os to ~here ~of being any otner
oreas where there wos the poftentiai for
misrecoring o regulatory information,
and that “he necessary learring had
been taken ‘rorm the rev ew ond actions
implemenrted to prevent a recarrence
In Maren 2024, G*wat reporied on
their 1nvestigation in"c aur Fistarico
rmisreperting of nerfermance data

re abing to eckage and per capita
consumption As set out i~ the Chef
Fxecut ve's rmessage on page 15,

we have re terated our apology for

this sssue and acknowledge tha™ ~he
cutccme oigns with the fadirgs of our
own irvestigation shaored with Ofwat in
May 2023

94 ANNLAL VDR L A e R D m Y dee N 53T A A0 2020

'he Board's strategy aay was neld in
November 2023 debating strategic
and long-term business griorfies,
including the Group's Financing
Strategy to support the signifcon”
increase in funding required to meet
the PR24 investment p ans

A parnicilar focus of the Strategy Doy
was the conhnued development and
refinement of ~he Group s preparations
for the :imolementotion of plars
submitted to Ofwat on @ October 2073
for the next b-year price revew, "R24
and unaerstondirg the chollenges
and opportunitias for Welsk Water in
the context of *he PR24 proposals

put forward by the water secror as

a whole We recognise *he cruaial
importance of working in partnership
with our key stakeholders to deliver on
our plans and th s plays a vital role

i our decision making Fxomples of
the decis ons ta<en in relaton to our
stakehoiders, together with details of
cur engagement with them, are set
out In the Board's 5172 Statement on
cage 51

During the yeor, tne Board nas notec
and, wnere appropr ate, aparoved
the mplementaticn of the followng
erhancemenr-s to cur governance
processes.

+ Gwenr the focus of *he Group
or :mMproving Its operatioral
oerformonce it was agreed that
from NMaorck 2024 all Nor Zxecutive
Directors would aftend tne Quality
and Sofety Commit-ee so that the
whole Board understood n some
deoil the progress tha” was oeing
achieved and Fad the opportunity
to scrut n se ard challenge our
aerformance



= Estabhishment of an Executive-level
Climate Change Committee,
reporhing to the DCE to oversee the
Group's climate change adaptotion
strategy with the underlying
ocbjective of planning the adaptation
needed to ensure the Group can
sustainably meet its strategic goals
and oublic service comrmitments
The outputs from the work of this
Committee are in turn cverseen by
the Board's Znvironment, Social,
and Governance Commmittee The
activibies of *he ESG Cormmittee are
ser out on pages 129 to 131

The Board considers 1t very impaortant
to have direct engagement with

our colleagues, as this provides an
opoortunity to gan an understanding
of the day-to-day challenges they foce,
from both operahonal and office bosed
perspect ves, and 15 one of the ways we
monitor culture and behaviours,

Similarly, the Board values the
opportunity to undertake operctional
site visits, which enable foce to-face
meetings with collecgues (see page
110 for detoils of these site visits during
the yaar}) These visits give us the
opoortunity fo discuss and aporeciate
some of the 1ssues facing the business
o first hand and provide us with
opportunities to see the great work
being underroken across the business
by our colleagues

We are pleased to see the progress
that hos been made In the area of
diversity and inclusion durirg the past
year and we are proud to sugport the
publication of the Group's Ethnicity
Pay Gap dota i addition to broader
Gender Poy Gap data This further
demonstrates the Group's ongeoing
commitmeant to work-based equality
See page 150 for further details

The Company's Annual General
Meeting (AGM) is held in July each
year and welcomes a large number

of our Members We cpprecicte the
voluable role our Mermbers perform in
relation to cur nor-shoreholder model
in Falding the Board to account. We
are fortunate that through our annual
Member recrutment process we are
able to aftract individuals from a wide
range of backgrounds who share an
interest, nat enly 10 our Purpase {*he
what we do and for whom), but also

1n our culture (the how), both of whick
focus on delivering the best cutcomes
for our custormers and the environment
further detail on our engagement with
Glos Cymru Members 's on poge 110

Detaills of the internal evaivation of
the Board's performance 1s set ocut
cn page 113 of this repert Following
completion of this evauation, a Board
Effectiveness Plar hos been devised,
which wil be presented to the Board
every foLr mon*hs "o ensure thot
recommaendations are tracked and
imptemented

GOVERNANCE REPORT

In addition, the Board has undertaken
a self-assessment of its activity
against the UK Corporate Governance
Code 2018 (the Code) and Ofwat
Board Leadership, Transparency and
Governance Principies {Principles)
That review has evidenced that the
Board nos apphed the Principles and
complied witn the Provisions of the
Code as we ore required to under

the terms of the Common Terms
Agreement, whicn governs our debt
issuance | am confident as to the
quahty of the Board's gecision making
and compliance and that ine Group
has complied during the year with ~he
key principles of good governance

Ao
Gonrrr )

v

Alastair Lyons CBE
Chair of the Board

6 June 2024
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GOVERNANCE FRAMEWORK

Our governonce framework, as set out opposite, shows
the relationships between the Glas Members,
the Board and the Board Committees.

Selected operational and management comnuttees are also includea Al
Board Commurtteas Fave formally establiched Terrs of Retercnce, which define
tneir scope, responsibilities and means of operation (Commitree Terms of

Referencs can be fowad at the tollow ng ink: corperate chwroyimru comyen’
brary fterms-of-referencel Tae Compony Secrstary works ziosely with the
Charr of the Boord and the Board Comraittee Charrs e ensure appropriats
and 't raely informaoticn tows ase rmarrtoned Com~itae membership, terms
of reference and cffect veness are ofl reviewed annuail, Further detail on each
Board Cormittee s provided on the followng pages

A v

We pride ourseives on conducting our
business In an open and transporent
manner Our governance framework
rerans fexible, allowna for fast,

off cient, and effect ve decisiocn making
and managerment oversight The
Board ~ronitors the performance of
our operations our nternal governance
structure, and the management

of risk ona related cortrols, while
mainta mirg oversight over the woy

the nusiress 1s operated by the DCE
and its consttuer- monagement
commitees Trne DCE s resporsible for
mplementirg rhe strategy agreed by
the oord 1o acheve the Company's
meaium and long-term objectives

and to deliver tne required operosonal
perfarmance targefs 1N accordonce
with an estabiished nsk manogement
framewcrk, commpliarce policies,
internai control systerrs ond reporming
requrreents

F6 ANN AL - T g AT

Na_w 3 NWAC

The DCE, aspointed by the Chief
Executive Off cer. comprises 19
individuals representing all the key
furctons of the busiress and including
risk monagerrent and .nternal audit
functiors

Also supparting *he DCE 15 o clcarly
defined maonagement structure and
goverrance framework censisting of
sub-committees and project-specific
steernng groups which operate wither
defined "erms of reference ond in
accordance with our Group policres All
decisicas made py irdividuats ar by o
Commitiee that involve financ al sperd
cr an associated risk are goverred by
the GroLp's estabisied Delegatians of
Authority

This is structured ta ersure tha
day-to-day ope-ational decisions
can be ~oken efficienty wnile
ersdrieg h gher-risk anc high va ue
commitrments go through the
opproor ote cnonnels for opproval

"w
o
w

" FOR WALES

NOT FOR PROFIT

008

By mointaining this structure of
managerment control, we ensure gur
operanons are rur effectively, and
decisions are made in line with aur
cormmitment to our values ana to
always do the right thing This structure
ciso ensures that oll decision making 1s
cdequately «wformed cnd 1s supportive
of the Drrectors’ duties under Secton
172 of tne Companies Act 2006 to act
in a way Tiat reflects

«  the need to ‘oster the Company's
ousiness relotionships witn
suppliers, custoers, ond other
stokeholders ond

+  tre impact of the Companry's
aperatons 01 the commun ty and
the env ronrrent, and *he desirgoii ty
of the Compary maintaring o
repJtatior for high standards of
ousiress conducr

De-ails of how we cngage with cur key
stokeholders arnd examp es of how

e Joord Pos foken Sher nferests

inta consideranen auwr ng the year are
descriped in "me Sect on T72 Statemer-
cn ooages 51to 53



Individuals independently drawn from across aur supply area (with no finoncial stake in the business} who hold the Board to account

|n the same way as shareholders would 1n a shoreholder-owned company, Members are responsibie for the following receving the
Annucl Report and Accounts, approving the Directors Remuneration Report, approving the Directors Remuneration Poiicy, electing and
re-electing Members of the Board, appainting the Groups Auditors.

N

The jo'nt Board of Gles Tyrmiu Holdings Cyfyngeaig (Glos Cyrmrul and Dvie Cyrro Cytyogedig (Dar Cymiru) s responsible “or

tne overall corduct of the Group’s buziness, Including our lena-term succzess in resting the needs of our custorners ond the
crmmonities we serve, sethng our Purpese, values stoncards, aad strategqie objectives, reviewineg our oerformance, marts wnag
oversinht of cur governance framework: and ensunna a positve ciclonse with sur stakehclaers s maintained Hoving regard to
the duty of all Diwectars under Sectior 172 of the Coirpaones Act 2006 the Board hes reserved to itself, amo~g o*her priorities
approval of long-term chiectives and Arnual Operating and Caprtal Zxpenditure budaets Tre full detaill of *he Matte = Reserved

‘o the Board are descrioed in the Board's Terms of Reference (corporote dwrcyrrre com/fen/library/*erms-of-reference)

aF

Reviews and moniors pperatronal performance relating to water,
wostewater ang the environment and nsks fo the business orising
from operahonal and health and sofety reloted 1ssues Reviews
compliance with regutetory requirerments of DWi, NRW, ond the EA

Rewiews the infagrity, adequacy and effectveness of the Group's
systerns of internal contro! and risk management and refoted
activihes. Examines any cases of whistle-blowing, ensuring full
independent assessment of any 1ssues roised and the taking of
approprate achon in resolution

Reviews Board compaosition and ensures Board diversity and
balance of skills Reviews Boord and DCE succession plans 1o
maoinioin continuty of skilled resource. Responsible far the process
of recruthing new diractors and recommending to the Board for
oppoantment,

Reviews the development and impiementaton of the Group's
digital strategy Maintains oversight of the effectiveness of the
Group's information technology (IT), eperational technoloyy {OT)
and infarmation security provision in support of the achievement
of the Group's rraedium-term businass objechives

Makes decisions on financial matters 1n between Board meetings
ot and when required

Sets, reviews and recommends the policy on remunerahion of
the Chaoir of the Board, the Executive Directors and the seniar
rmanoagement team Maintains oversight of the remuneranon
poiicies ond practices for the whele workforce, having regoerd

to these when deterrmining the remuneration of the Exscutive
Drectars

Oversees the Group's ESG Strategy and the proposed ESG
targets. Considers how all elements of the ESG Strategy are
reparted and measures are adopted by the Company, and
monitars performance agamst the Company's E5G targets
Ensures that the Compaony develops and maintains appropriate
policies to effectively support its ESG Strategy, porticularly its
enwiranmental wmpact

Qversees progress of the construction of new water tfreatmaont
works i tho Merthyr Tydfit areo and makes recommendohons
to the Board in relation to the necessary approvals ond Board
assurances required under Ofwat's DPC delivery model.

Established durning FY 23 os o tosk-and-fimish Comrmuittee to
aversee the review of misstatement of leakage ond per capita
consumption data during FY 21 and FY 22. Going forward,
the Commuttee will oversee the Group's Leakage Recovery
progromme delivery

K3

Corrpris 1g the: eaders of tre pans pal buskizss units and funcheaacl areas, the DCE 15 apponted by the CEC to support nim
17 tne peformance of “Fe CE0 s dutes, mclucng the deve ooment ord onpremertaton of stiategy, uperanosal plans, pol 2 2y,

procedures, and budyets, the moritoriny of operat 7y aad finanoial perforrrance: the assessme

pricrtsaten aad alocation of resources

Information Security Steering Group (ISSG)

Ensures that the Group's information ss protected, and risks

are rmimigoted The 1SS0 15 supported by a Data and Analytics
Steering Group

Assef Investmant Group

Ensures the effective delivary of the Group's copital programme

Policy Approval Committee

Supports the review, approval, and communication of Group policies

Welsh Water Heldings Board

A subsidiary company of Glas Cymiru Haoldings Cyfyngedig {Glos
Cymru), which oversees the Group's commercial entihies that sit
outside of the regulated business

4 cocrol of nsk ana ke

Regulation Steering Group(s)

The Trioge team meets fortnightly to discuss developments

in the industry and agree forward plons 1o oddress reguiotory
requirements In oddition, we have a specific steering group for
Charges ond one focused on PR24

Leakage Performance Review

Prowides guidance, support, and iecommendations to the DCE
in achieving the objectives refating to leakage performance and
regcovery.

Climate Change Committee

Oversees the Group's chmate change adoptahon strafegy with the
underlying objective of plonning the odaptation needed to ensure
the Group can sustamably meet its strategic goals and public
service commitrnents
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GOVERNANCE AT A GLANCE

Board composition stotistic

Gender diversity Independence Tenure of NEDs
in post at 31 March 2024

Skown to te rearest full year to
21 Masch P0O”4

8

. Mo Eewouniee extdoces O

Number of yeors to 31 Maruh 2024

SAole oooludir o BExecur ge Diorefor s ﬂ Latie oo d e Thrae v by

A Lyons % NI R
B veance o e e
Sea page 112 @ P .
an Direstors’ .ndependence

Directors skills and experience

in determining the compesition of the Board we aim te have af least one non-executive director who professes themselves
expert in each area of skills and experience thot is material fo the determination and delivery of the Group's strategy.
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Meeting ottendance

Nine Board meetings taok place during the year. The table below shows the actual number of meetings atteaded and the
maximum number of the Board and Cemmittee meetings that the Directors could have attended. Every effort is made by
Board members to attend atl meetings,

Leakage
Director Board QSC*  Audit Remuneration Nomination Finance Technology DPC’  ond PCC*

Pater Perry 9/9 617 5 5/5 4/4 - 414 171 2/10
Mike Davis 9/9 571 - - - 7n 910
Alastair Lyons 9/9 515 2/2% 414 171 1010
Grahom Edwards’ 3/3 - 17 - - -
Debra Bowen Rees™?*  3/9 4/5 313 on

Torm Crick 9/9 5 5/5 2/2° -

Jane Honson? /9 - - 04

Joanne Kenrick 9/9 5/ 6 4/4

Barbara Moorhouse®  9/9 -
Lia Thompson af9 z2/2°

! Retired ut the Julv 2023 AGM Y Direct Procurermnant for Custarmers Project Cormmitiee

" Jeined the Nominction Committee 1n Juty 2023 ond the DPC * A purpose-formed task-and-finich Cemimitiee of the Beard estoblished
Committee 1n Febiuary 2024 in March 2022 to nversee the laakage ond per copita consumption

* Stood down from the Remuneration Commitles in 2024 review but will ramain in place to oversee deliver of the recovery plan

* Attands Techaolegy Commuttee al the invitglion of the Commuttee Charr * Attended specific Chair succession meetings of the Nominahon

" Joined the Technolegy Committee in March 2024, Committea,

% As of February 2074, ol Board Members will aftend GSC meetings Y Chenr of the Board did not attend spacific Chair succession meetings
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BOARD ACTIVITY

Specific Boord and Committee octivities

Board compaosition and succession

The Board reviewed Boord and Committes
size and membearships in February 2024
fo owing zomplehon of the Boordas internal
affechiven=ss review

Action taken:

See page 115 {Nominotion Comimittee Report} for
changes made to Committee memberships.

External Auditor transition

Foliowing completicn of the external

Avditer re-tender process aurng FY 23, the Audit
Committee supportea ond oversaw the tronster ¢f
external audit funchons to Delotte LLP.

Action taken:

See poge 121 for details of the Audit Committee's
activities.

-

Meeting the environmental
challenge

The Boord ~orsiderad in cetal the retrics that
describe the wnpact of the Company's achivihes
on the eivirorment 0 oart.ealar on rver water
qualty 'n cur operatng area, ond reviewed arth
managemert the 1 ons developed dunng the year
to rmirimise the resuling ecolog col horm A key
part o° *his has been the Zompony’s developmen:
of its firet Dranaae and Wastearaser Management
Plan and the aeer~unanon of the noture and
scale of the evironmental nvestiment plan thot

s delverable, finonceable and affordocie by
custorners i1 the Aext and sLbsequent AMPs

Action taken:

The Compony pubtished its Manifesto for Rivers

in Wales on 18 May 2023 and anaounced record
environmental investment over the finaf 2 years

of AMP7 and in its proposed PR24 Plan between
2025 and 2030 {AMP 8), which it outlined to, and
goined the ogreement of, the PR24 Forurn led by

the Welsh Government and the Board of NRW. This

responded directly to public concern about sewage
pollution and the actions agreed at the First
Minister's Phosphate Summit in July 2022.

DPC Project Committee

Tne Cormmittee met to oversee progress with the
developmeaent of the Cwin Taf Vater Treatmers
Works in Merthyr Tydbl, which 15 oeing undedctaken
under Ofwat’s Direct Procureme it for Cos omers
{ODPZY delvery madel for competitively tenadenng
services o ensure best value for customers The
puriase sf the Comruitres 15 fa ensure *hat the
Board cor orovide the required qssJrance to
Ciweat thot the DPC precess has been followsd af
“he vanous stages of the project

Action token:

During FY 24, the Committee recormmended to
the Board for approval, revisions to the projact,
which includes & two-site solution incarporating a
replacement for Pontsticill Water Treatrment Works
and combining Liwynon Water Treatment Works
ond Cantref Water Treatment Works.




Board diversity

The Board achieved its commitment ta

the targets « had set inats Diversity Policy,
which Incluced Paving at least 33% temaole
representahion on the Board, which it has
maoirtained, and o target to appoint one Board
Member trom an ethn.c minenty background by
the end of 2025,

Action taken:

The Nomination Commuttee's activities are set out
on poage 115,

GOVERNANCE REPORT

Technology Committee

e Comrmittee monstored performance against
the Group's streteqic and operational technelogical
ohjectves and developed substantiol agsurance
“hat the Group's operational technelogieal policies
and procedures are of sufficient maturity to enable
*he Committee to recallbrate its focus on the
contribution of ~echnology fo the achievernent

of the Group's key st-ategic inhatives As a
consequence, It has reduced the number of
Commitiae meaehngs from 4 1o 3 meetings per
annum for FY 25

Action taken:

A full report of the Committee’s octivities is set
aut an page 126,

-

Preparation for PR24

The Board progressive v considered and input
into, each of the elemerts of the PR24 plar
{submitred to Ofwat vy October 202 3) recev ng
popers on the investment plon, finanziol plan,
business plan lorg-term delivery strategy,

base expenditure and comparative efticiency,
performance commutrments, and engagement with
stakeholders and custarriers,

Action taken:

Having discussed with management each
materiol element of the PR24 plan, the Beard
developed a comprehensive understanding of the
chollenges facing the Company over 2025-30
and the plon being prepared by monagement

to deliver against the Company’s objectives and
regulotory requirements. Input from the Boord

has been reflected in subsequent iterations of the
elements of the plan.

\

Leckage restatement

Tne Beard, through a purpose-formed

rask-ond fimsh Comittee, mairtamed detailled
oversight over the nvestigohion into the inaccurate
reporting of the Company's ieckage dota for FY
21 and FY 22, the reloted aeed to restate the
reporting of per capita consumption, and the
moking of appropriate redress to customers

Thius was first referenced by the Company i May
2022 and waos followed by o 15-month review
undertaken by independent third parhies

Action taken:

The need 1o restate past reporting was declared
to Ofwot and the Board determined to give a

£10 rebate to every customer to apolegise for not
having recognised the full extent of the leckage
being suffered by the Campany. An action

plon, supported by an additional £54 million
investrment over the remainder of this AMP has
been set in hand ond approved by Ofwat following
cenclusion of its own investigation in March 2024,
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Alastair Lyons CBE
Chair of the Board

00 ‘000

Appoinicd Moy 2076

Responsibilities

Alestair wos apoointea Nen-bxecutive
Director in May 2076 and was degmead
independen on his oppointrrent as Char
of he Board in Juy 2016 Feis Chor

of the Nominaton Commrit-ee, the DPC
Coemmittee ond the Leokage and Per Capita
Censumnton Committee

Skills and experience

A chartered accourant by profession

lastar has over 20 yecrs experierce oy
Neoa-Lxecutve Cnar of isred ord or vo's
cemnpames Dur ag an exters ve executve
coreqr ~ finarcio services ne wos Chief
Exceutive Dfficer of the Nat onal Prov dent
I~stituticn ana the Nohong: & Provinc o
Bu .d ng Soce'y Yonogng D rector of
the nsurance Dras on of Abbey Nano~ar
p ¢, ana Creclor of Corporate 2rojects a”
Natenal Westm rsre- Berk pe Jde was
owarded *he CBZ ~ 2007 “or servces 'o
socwl secun'y novng served o5 o Non
fxecutve D reco” of tne Depar-ment for
Worx & Pens.ors ang the Decartrrent of
Transpart

Other experience

Chair of e Agmirnl Growo *he direct
rotor rsurer, fram 2000 © 2877 ara
subseguerty ©° AFCS Adrro's Sorapean
hoid ~g company, urt | 2021 Crarrmons of
Towergete nsurance, Troirmar of Serco,
tnei~rereationa services grown, Deoury
Crerran of 3ovis Hor~es and Se~or
Indece~dent Jrector at Phoersx, the | ‘e
ossorchce consondarter

External appointments

Crair of ~orwor ™ Group oc cnd Vitary oK
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Peter Perry
Chief Executive Officer

00600000

Appomted Avgost 20064

Responsibilities

Petar wos apoain-ed Cne’ Executive Officer
wn Apr, 2020 tis role 1s to marage ite
Groun's business effechvely, withir the
strateg es set oy t~e Boare

Skills and experience

Poter was prevous y e Monog ng Director
of Jwr Cymiru Welsh Warer *rarm Qetobier
2C17 ofter four years as Chief Operatng
OFficer Appointed Operctions Drrector of
We'sk Water in wuly 2006 Peter has a cive
engineenng boc<grouna and was forrerly
the Cheef Operoting Officer for United
Utiimes Opergiona’ Services (UJOS) noving
previous'y been the Crerat ors Director w -h
respo~sbity for the opercticra controct

w th Welsh Warer a~d UJOS's water nterests
11 Scetlara ard Ireand Frcr to that ~e
worked ‘ar Weish Water for over 70 yoars

Other experience

Direcror [represent ~q Wa es) of “he Water
Regulat'ens Adwvisory Scheve the notonal
bady specifyng sta~derds for materiais cra
workransn o usea i potan.e water suoply

External appointments

Pres.dant of the 'rstrure of Worer Chor of
tne Wa es Leodersiup Board oo Merber
o’ the Communry Leadership 3oara of
Busiress ir the Cormmumty Cymiru Meroer
of "he Water < Bearc and cav ser ar she
JK Reslerce "orum

3R 2020

Mike Davis
Chief Financial Officer

000000

Appo-ntes Janwary 2020

Responsibilities
Pramary responsit ity for the Group's
fnanc ol operations

Skills and experience

Vike grodugtea as a Chemico ~nginecr and
s o Chartered Accoonran’ by professien

He has previcus exper ence r *he media,
ICT and m~ng Industnes, ' udirg as
Fincnce Director for twa prvaote equ ty

start up businesses Mke previously rela
tne oosimons of Diractor of Strotegy and
Regulot 21 and Finarc al Controrler a® Welsh
Waore, wth a focus on regulatory price
reviews and compet fcn

Other experience

From 2070 o 2014, Mike wos o Mo~
Exccut ve irecror of RCT Homes, a

reg stered socion onclora charng -ts Asset
Maragerent Comrm tree end freasury
Cem ™ tee He was proviously a Jirector of
JK Water ndustry Rescarch

External appointments

Non Execuive Ddrecor of Wales &
West ULl es
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Debra Bowen Rees
Non-Executive Director

00400

Appomnted- January 2020

Responsibilities
See summary on page 12

Deora 1s Chair of the Envirorment, Soziol
ard Covernonce Corrmittee She olso
reprasents the Boara on the Irdepende~l
Member Setection Panel, which recommends
16 the Roard the appointmen- of Clas
Members

Skills and experience

Deora has o weoltn of expenerce
leadesship and monagement, including
managing safety-cr tical, reguicted
infrastructure After a successful career
serving 1N senior gesihors it the Soyal A -
Force, Deora joined Carddf Arport ~ 2072
as Operatrors Director, and was apported
Managing Cirector 11 2034 She become
Chief Cxecutive of the Weish Gaverament
owned aroort in 2077 and was responsible
far leaaing the arrport through a penocd of
tronsformat.onal chunge. Debra stepped
down as Chief Execomve of Card ff Arrport
in August 2020 ard from i-s Booro of
Directars 1ir Sepremiber 2020

Other experience

Charr of tne South West Woles Branch of
the nstuie of Directors Trustes and Board
Member of Hyinx Theatre Company

External appointrrents

Non-Executive Drector of tne Port of M [ford
Have~ Awrport Coord nation Ltd ana AL
Irrernutional Coordinatior L mited

GOVERNANCE REPORT

e Finance Commnittee G Rermrureration Comm 'ge

o Leakega Oversight Comm flee o Technoogy Comrmittec
@ nornanen Commetiee # Commiree Char

e Qual ty and Safety Caomrmittee

Professor Torn Crick MBE

Non-Executive Director

00

Appointed. October 2017

Responsibilities
See surmmary on poge 112

Tom s Choir of the Technology Commiliee

Skills and experience

fom s PProfessor of Digra. Palicy ana

Deputy Pro-Vice-Choncellor of Swansea
Uriversity ana brings witr bim o wealth of
wterdisciplnary expenence as a computer
scienfist His worx si°s ot the irerface of
research, policy and prachce identifying and
addressing doman problems with wroaa
digital, dato-driver ano computationa thermes,
and especially focusing on “he impac* on
peope, communities hernfage and culture

He lenas Swansea Uriversity's cvic misson
sirategy, s a lending .nternahenal figure ~

the digrtal skills agendo, and has held senior
advisary roes with Nesta, Ofcormn, the No‘iona
|~frastrecture Commission for Wales, ond BCS
the Chartered Instture for 1 In Novemnber
2073 Torm was appomnted Ch ef Scentific
Advser (CSA] af e Department ‘or Culiure,
Medio and Sport {DCMS) where he prov.des
screnhfic ond tecnn col 'eadersh p wthin the
departrrent, provides direct adwice to ministers
and officals, and oversee the use of rasearch,
evigence and ex*ernal exper se He sits on the
Ofcom Advisory Committee for Wales and the
DCMS Coiege of Experts Torr 15 a Chortered
Engneer, Chartered Sciens st ond Fellow of the
Learred Society of Woles He wos apponted
an MBL in the 2017 Queen's Bir-haay - onours
for services to computer sc ence

Other experience

Corrmussioner of ‘he Nanonal Infrastructure
Commussion for Wales Vice President o BCS

External appointments

Chief Sc entfic Adviser {CSA) at tme
Departrnen- for Culture, Meaia and Sport
(DCMS) Inaenenaent Member of Swansea
Bay Jr versity Health Board hon-Txecutve
Director of Sector Develaoment Wales
Partrership Ltd. (o Welst Government body
knawn as Inaustry Woles) Memoer of the
Ofcorr Adv sary Carmmtiee far Wales

Barbara Moorhouse
Non-Executive Director

Appomnted Jancary 2023

Responsibilities
See sLmmary on page 112

Barbara Chairs the Quolity and Safety
Commiites

Skills and experience

Barbara i1s an experencec Chaor, Comrm.ftee
Chair and Non-Executive Direcror, ho ding
appontrents across o range of business
secrors Sne spert most of ber cxecuhve
carear In srategic commerciol uno ‘inence
rales withi~ listed comparcies, includirg os
Chie* Minance Officer ‘or two n*ernotionol
fisten sofware comparies (Kewll Systems
pc and Scala Busiress Solutiors NV) Groun
Finance Directer of Morgar Sindal ple, ond
Regulatory [ recror of South West Worer plc
Barbara has also worked with a the puolc
sectar s Drector Gereral of the Mir.stry of
Jastice, D rector General of the Department
far Transcoct, and Chef Operating Officer o
Westrmins er Crry Councll

£

Cther past experience

Chair of tre Rar' Safety und Srandords
Board NED ard Chair of Rernuneratior
Committee at |1DOX ple Trustee and Chair
of the Aud.t Comrmittee at Guy's and &
Thomas' Char'ty Senier irdependen!
Crrecior and Cha'r of the Avdit Comm “tee
at Medica Group plc

Externcl appointments

Chair of Ag'bty Trains Graun, an
infrastructure fund owned i services
company Senior lndependent Directer and
Charr of the Rerruncration Comrrmuttee ot
Aptitude Software Groun ple Mon Execut ve
Directar (N7 D} at Balfour 3eatty olc
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Jane Hanson CBE
Non-Executive Director

.00 00

LAppointes January 2027

Responsibilities
See summary on page 117

Jare 5 Char of the Agdit Commuttes and
tne Tino~ce Committes

Skills ond experience

A gea fied Chortered Accountant, Jane
hes over 20 years of Mon-Exccutive Drrecror
cxpenerce on pavate, sted, pubac secor
anc cran'y B3oards in ooth Audit ana Risx
Comrmutice Charr ana Beard Chair rolas
flor oxecufive career inc Lded oxtcnsive
experence of Srateqic Dovelopment
Frterprse Risk Management, Corporate
Governanco and [aternal Control framaeworks
1n blue ch g, neovily «cguiated ertimes
ncluding Avva g o She alse has wide
expenerce of develop ng ond moriroring
custorrer and conguct r sk remowors
ond wveraceing orge ard comp ox T

a~d ‘rOﬁSfDFr‘FO'!Of‘ p'ograr‘n'v‘ci waneg
weos owarded o CBF 0 2023 for serv ces
to cnonty hav'ng served o5 Crnair of the
Recia m rund for over 10 years, making
avaicole over Z2 tilop of Fanzial Sector
assets o char tobie couses, and Honorary
Treasurer of the D sasters Errergency
Corrmut'ee Sne s o S0 a magistrate

Other experience

Char of "he Recom Fund td ond the J<
Goverrment s Jormant Assat Dxpansion
Roarg Non-Zxecotwe D rec'cr at Qothesay

1 e pec, Crec o ne Group olc {Chor of
Groun 3oora R s« Comm tree), Welig™ B
pc Ola Vatval Weart p o {Tnair o° 3oara
1 o Comm rtee} ana Av ve reland (Tnair of
Aucit Cemm tteg; and Iroepercent Memoer
of *he Customer Fu ryess Commi-tee of
ReAssure + -d -Ho=arcry recsurar o° “he
Cisosters © mergercy Cormrmiee

External appeointments

ware 53 \aa-kxecutive Drector of =M
Teasury. Aydt Commeee Cra e ot re O
Avaten Autagr vy, Ingeperaent Agv sor ang
Asarr and Risk Comertee remper oF wonr
Lews Zar-~ershio cad Cnar of *he 3cerd of
Trustess ot the Boro) Symprory Orenestra
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Joanne Kenrick

Nen-Executive Director
Senior Independent Director

000 0

Appointed Novermbes 2015

Responsibilities
See summary on page 177

Joanne was appairren Senior [rdepe~dant
Director i wuly 2023 Ske s Char of "re
Remuneranion Commt-ee

Skills and experience

woanne was Marketing Director of
Homebaose arhi tne end of 2015 Pro- to
tha* she was Chio® Exeeutive DF cer of Start,
serhrg Lp ara ruring HEH the Pance of
Wales pubhc-fac ~g inipar ve ‘or a more
sustainable foture Formrer rees include
Mearket ng ana Customer Zraposmon brrector
of 3&Q, Marxe~rg D rector of the Not oma,
Lottery and Group Soles ond Varke ing
Direcror of Wlson Connolly Sre has also
worked far Wooworths, Asda, ensico ona
Mesterfocas Joonne has o degee n _ow
from Nathngnam Jaiversity and whic or
college she was one 0F the first women
tramnco by e RAF "o fly

Cther experience

Nen Executve Drrector o Sofestore Foldings
plc Princica ity Buldirg Society a~a 3ALS
Paymrer- Services mitec Charr of the
Currert Aczourt Switch Case 1SA Swicn
ard “ayM Mobie Payments Services ‘or Pay
Jr ana Cha @ of trosees of rre cranty Voke
Some No se

External appointments

Sener Independent Directer Beooty Charr
ara Cra-of tre femurerstor Cormr ten
at Coventry A laing Sec oy Non Exccutve
Urector ana Char of *re Reruraral 00
Corren troe of S us Hooi Csree Nor

[ xceut ve D recor crd Consumoer Doty
cramroios for Vica ity Heotn ang Ue
SRLrATCe

S AT Ma X 20

Lila Thampson
Non-Executive Director

0

Apoorted Septerroer 2022

Respoensibilities

See surmary an page V2

Skills and experience

Liley has over 20 years aof axper ence drang
business graowt~, policy nevelopme~t

angd stakenolkier engagemeant oormss
ndusty sectors including beal core ard
the eryv ronment She corrently leads the
UK's largest soopy chain membershio
arganisahast ard craitengea-hed
Independent, thougrt leagersin water
ndustry forum as Crief Mrecuwe QOff cer of
Br +1sh Water Prior re her tenure us CEO Lia
was resnorsib e for adv si0g Ul -nationals
ar ~terrgliong oppartunites ard advising
the LK Government on frade poncy

Other experience

Trustee o 5 Crnstopher ¢ Hosoice

External appeintments

Trystee of the Cnareren Ins tut on of
Warer & Ervronmental Varayeren-
([CWENT Memoer of tre Boaro of Sor ~g
the .n1ova® on certre of exce lence for the
woter sector
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Graham Edwards OBE

Non-Executive Director
Senior Independent Director

00«

Term October 2073-July 2023

Responsibilities

Grohom was appoin‘ed Semor Independent
Director 1n wuly 2020 and was Cra v of e
Qually and Sofery Carmm-ttee

Skills and experience

Graharm 1s Chiaf [xecutve Off cer of Wales

& West Urlimes e nas significant senior
moaogemant exper ence 1 -ka otility sector
running electricity distribution ard watar
businesses with Soutr Wales F.ectricity Hyder
ard Thomes Water Prior to warking in utinties

held senor positaons ~ vanaus funchiors across

a wige rarge o manufacturng nusinesses,
includ ng ergineenng, provuc” on and Tumon
resources Graham Fas an MBA frem Card ¢

Business Scnoo' ard 1s o Fellow of the Chartered

lrstitute of Personre! ond Deve ooment

Other experience

Char of CBI'Wo es ana Business 1~ *he
Caormmuanity Cyrira haon-Execuive Direcror of

Royal College of Mus« and 2rama Governor o

the Ln versty of Sour Wales.

Current external appointments

Board member of *he Energy Networks
Associotion Non-['xecutive 3 ractor of the
I~stitute of Custorer Serv ce

Graham retired from the Boarg of the AGM
in July 20623, at whicn tme, Joanne Keneck
succecded Greham as 51D and Barbara
Moarhouse took up the role of Charr of *he
Quality and Sofery Comm ttee

GOVERNANCE REPORT

o Finarce Commitiee e Rernuneral an Commitree
o Leakage Oversight Cammitton o Technology Committee
o Nomiration Committee ‘% Committee Chair

e Quality and Safety Cormirrittee
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CORPORATE GOVERNANCE REPORT

Sound corporate governance 1s an essential feature of the decisions we make to generate

value for our stakeholders ond support our delivery of an essential public service.

Our governance processes arc in pursu 1 of the Compory Purpose (set aut 1n full on page 05 of this Annual Report} ard are
based on transparency and fairness, underpinned by the values of the Group

The Ofwat Board Leadership, Trarsparency and Governance Principles include many of the princ ples and orovisions of the
Firancial Reporting Council's (FRCY UK Corporate Governance Code (the Code) to which we are cormmitted to adhere We,
therefore, apply both the Gfwat Principles and the princioles and prowvisions of the UK Corporate Governance Code and can
confirm that they have been applied dunng the financial year

Purpose,
volues and
culture

Stondalone
regulated
compony

How we have complied with the provisions

The Board of the Appointee (otherw se referred fo as Dwr Cymru
Cyf. our requlated comoanry or the Compeny), has established 1ne
Cempany's Purpose, sirategy, and values and 1s satisfied that these
and 11s culture reflect the needs of all -hcse it serves

Ourwsion and cuture unaerpin our decision making and are
monitored by the Board (see definition of the Board below) to sansfy
itself thar behawiour throughout the business 1s al'gned with the
Company’s purpose

The Company Jirection and Performance Stotement sers out how
the Company has set 'ts aspirations and has performed for all those
It serves

Further information
See pages Ol to 12

I'he Company Direct on and
Parformance Statement can be
found in our Annua Perfoermance
Report, which will be avodable
from mid-July 7024 on our
website corporafe.dwrcymru
com/en/iorary/annual
performance-reports

Dwr Cymru Cyf has an effective Board with full respons bty for all
aspects of the bus ness of the Appoirtee for the long term

We have an identical Boord of Directors for our kolding company,
Clas Cymru Holdings Cyf, {the Board) 0s our sole purpose 1s the
prov sior of cur essernicl woter and waste services for the benefit of
our customners

Our Corporate Goverrance Report sels out in detail the role of the
Board and those matters *hat are de egored to its Commuttees, ali of
which report to the Board

See pages 107 to 114

Although we have a unified
Boaord for *he Groun ond Dhvr
Cymru Cyf, we regularly review
potential conflicts with Board
members and consider any
conflicts with reference to the
agendao for each meet ng

Board
leadership and
transparency

The Board's leadership and acproach ¢ transparency and
governarce 15 designed ta engender trust in Dwr Cymru Cyf and
ensures accountability for 1*s actiors

As requ red, '\nformation an the follow ng 15 published v this Annual
Repart. our Group Strecture, dividend pelicy princival nisks and
Jncertainties; detais of Board and Cormietee memberships,
meeting attendarce, ond Txecutwe Pay Pobicy.

Board
structure and
effectiveness

A review of the effectiveness of the Board ard its Commuttees 1s
Jndertaken each year In every third year this s conducted oy ar
1ndependert external evaluatar,

Group structure, see corporate
dwrcymru com/en/about-us/
company-structure

Dviderd Policy (page’b-t).

Principel Risks and Uncertainties
{pages 56 to 66

Boord and Comrittee
mermbership ond meetirg
attendance (page 29)

Executive Pay Policy {nages 132
o 153)

The conciusions of our 2023 -24
interral y fachtated Board
Effectiveress eview can be found
or oages 1"3 and 114

Basca on the latest ivrernal evaluation undertaken by the Chair of
‘¢ Board for FY 24 tre Board and s Committees are competent
well run, and nave sufficient iIndeperden mermbe snip ensurnng they
can maoke high-qualty decisions “hat agdress diverse custormer and
stakeholder needs

Tre balance of sk'lls and exoererce, and independenrce of tne
Board and ts Comrmitees, .5 kep* under review | here 1s a magorty of
Non-Execut ve Directors on rhe Board and or all of ts Committees

~embers, incluoing ski s ond
experience, ond Commitree
rmemberships (pages 102

to 105)

Infarmetion about the
indepenaence and objectwity of
our Directors {page 123

Biogrophical details of our Board

106 ANNLAL o 20
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The following sechons of this report set aut how we have comoi ed with the provisions of the Code,
the moin principles of which cover the following areas-

How we meet the provisions of the UK Corporate Governance Code

Section of the Code

Reporting on the application of
principles ggainst the provisions
of the 2018 UK Corporate
Governance Code (the Code).

Boord leadership and
Company Purpose
. Read more

on pages 107 to 110

e Division of responsibilities
.~ Read more
on pages 11710 112

e Board composition,
succession and
evaluation

Read more on poges
N3+ N7

Audit, risk and
internal cantrol

Read more
on pages 118 to 131

@ Remuneration

Read more
on pages 132 t0 163

Board leadership and Company Purpose

The Boara 15 responsicle for ensunng
that the Group de.vers on its Purpese
for the cenefit of its customers and the
communihies it serves, having regard to
the interests of all 1ts stokeholders, and
15 “he principal decision-mak ng forum
of the Graup it 15 infent on providing
inspirasienal leadersh p, both directly
and through its Committees, and
delegoting authority, as appropriate,

to the Dwr Cyrrry Executive team {the
DCE). The 3ecord has aeterrmined the
Group's Purpose, which s consistent
with its values and supported by its
Strotegy, ond is satisfied that the
Group's culture 1s aligned with the
ocmevaement of that Purpose

The Board 15 responsib e for organising
and directing the affairs of the

Group 1in a manner thal enables

the delvery of its agreed medium

and long-ferm objectives. Through

the effective governance framework
that 1t has 1 ploce, the Boord seeks

to ensure strong and sustoiracle
f.nancicl enc operational performance,
which is especially important to the
Grovp given tne long terrm nature

o’ investment needed in its core
services fo customers The Board s
also accountable for ensurng that

In carrying aul 1ts auhies 'he Group's
legel and regulatory oolgatiors are
rmet, and that the Group operates
within cppropriately estabhisked risk
parameters

The Board 1s mmndful of its role as
custodian of a iong-term business, with,
therefore, o responsizility to ensure that
the next generation recewves the assefs it
needs to deliver the Company's Purpose

The Boord sets the strategy of the
Group based on proposals formulated
by the DCE and 't reviews the progress
acnieved by the management of

the cusiness .n meeting the agreed
strategic objectives The Boord's
long-term gools for the Group, 11

the confext of future challenges and
chong.ng customer expectohions,

are set out in our publisned strategy
docurnent, Welsh Warer 2050
Alongsice this, the ESG Strategy
includes 10 key objectives to support
the focus on Fnwronmertal Social and
Governance 1ssues in the context of

Welsh Water 2050 Further detalls of
the Group's pranaing framework ore set
oJt In the Strategic Report on poges
14 to 91

The Group also made o commitment
in 2021 to achieving net zere carkon
emissions by 2040 and to be 35%
energy self sufficent by 2025 7o see
how we are currently achieving our

Net Zero Corbon Strateqy, see ESG
Cbjective 2 on page (8. The Group
will keep 1It's Journey to Ne* Zero under
review during FY 25

Employee engagement sessions

Durnrg FY 23, employee engagement
sessions were held by Non-Executive
Directors with Employee Engogement
Crompions ot which o range of topics
were discussed, including the impact of
extrerne weather ovents for operational
fcams; the cost of Iving cnisis, the
implementation and imooct of hybnd
working, public and secial media focus
on the water sector; PRZ24, and the

role of the Reruneration Comm tree
and senior colleague pay The DCE
also held engagement sessions with
colieagues, which discussed o variaty
of topics including hybrd working,
communicohon and colleboration,
career aspirahons and persona.
developrment, and the negotiations with
frade umons apou* the cost-of-lving
oward to colleagues Alongside the
informal meetings held with managers
(see below}, the 3oard believes th s

1S5 the most effective method for
ergagement as against the 3 more
formal methods suggested by the Coce
for workforce engogemer®*.

During the year infarral meet ngs took
p oce between Non-Fxecutve Directors
and managers drawn from across the
busingss to discuss operat onal actvity
and the cha lenges facing *he business,
and to thank them for ther efforts The
Chair ana don-Executive Directors also
attended s te wisits across the Company's
operatons together with lunches ana
d'nners with colleagues orgaised around
these visits.
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Board leadership and Campany Purpose - continued

Key activities and

discussions FY 24

Strategy and
management

PRZ4 plonming = Corsut-ation with stakeholders and +  Assessirg the implicatons
engagemen* with Welsh Government of Ofwat's Draft and Final
and regulatars vio the PRZ4 Woles De*errmiratiors and ensunng that
torum to develop PRZ24 plans the Group I1s ready and able fo
mplemenrt approved PR24 plans
Woelsh Water 2050 ~  Ensuring the plan for PR24 - ContinLe to test the aligament of our
addressed the sirategic resporses plans for PR24 and the subsequent
set out In Welsh Woter 2050 Long Term Delvery Strategy agoinst
the objectives of Welsh Water 2050
ond the delwvery of the strateg.c
responses sef out there
Review of Operahing - Focused or the main cperational « Focus an those areas where

chalienges facing the Company ond
the appropriateress and aaequacy
of proposed management responses

Performonce against
Business Plan farge's
and regulatory
reqJirements

operating performance falls

short of regulatory *argets and
Company cojectives, measuring the
effectiveness of the improvermnent
plans developed by management

Approved the Revised Water
Resaource Maonagement Plan 2024
following further engogement with
stakeholders

Water Rescurces .

«  Oversaw the «nwvestgation ‘nto the
rmisreporting of feakage and per
copita consumphion for FY 21 and
FY 77 and agreea fhe quanfum ano
process of redress far cusfomers ana
the Undertak ngs the Company gave
to Ofwat following publicanon of 115
veport nto the issuc

Reviewed updatea Notonal
tEnvironmental “rogramme targets
and the imelcations tnat these
~na for the nature, scale, and
angrinsation of PR24 plans

Fnvironmental -
performance

= Approved the Group's Cstate
tManagerment Strategy

- Reviewed and apnroved the
Group's Dra:noge ond Wastewater
tMamogement Plan

Review ond monitor delivery of Per
Capra Consumption and Lea<age
recovery plans ard targets

Oversee the Water Resources
performance impravernent plan
in order fo deliver agains® *he
Service Commitment Plan agreed
with Ofwat

Oversee the Company's priorfisation
o’ nvestmenr! in wostewater ossets
on the oasis of contnioution to
reducing harm *o the environment

Review the effectiveness of the
Cormparny's pragram~e to imprave
its Environmental Performance
Assessment and deliver aga nst the
Ervironrmeantal Service Commitment
Plan agreed wirn Ofwat

Rewview orogress ochieved in
implementing “he Grouo's Estate
Maragemen® Strategy

¢+ The DPC Committee has overseen
the governonce and orogress of the
orotect fo construc™ a new mMa;or
waoter treatment works serv ng
South Wales

Direc Procurerment for
Customers Committee
{Formerly tne Cwm Taf
Proect Committee)

The Cammittee will contirue

to mon tor the progress o the
oroject through key procurement
ond funding stoges and wili ~axe
recommendatiors “o the 3ocra for
operovals based o0 the orovision of
reguired assurances
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Key activities and

discussions FY 24

Key achievement

GOVERNANCE REPORT

Key priorities FY 25

Strategy and Customer charges for 7023-24 + Board aporoved o structure of «  Moniter iImpact on customer
monagement charges for FY 24 that sought abibity to pay following increased
; to minimise the level of charge charges and the wider
continued
increases result ng from the cost-of-hving context when
high level of general inflation considering the appropriate level
The Board also reviewed the of charges for FY 25
provision of “inancial support
for customers strugghng to pay
ther bills
IT, Cyber and Technology = The Technology Committee has - To monitor fu " migration to
Infrastructure overseen the governance and the Cioud and ensure that fuil
progress of the business’ journey network and security capabil ty
ta Cloud solutions remairs in place
+ Oversight of the Group's ¢« To keep under review emerging
cyber secunty capabili-y and cyber security threats and
consideration of existing and review ~he risk this presents to
emerging cyber threats was tne Group
maintained by the Technology
Committee
Risk + Reviewed the Enterpnse Risk - Approval of the new Frterprise « Monitoring the Enterprise Risk
managerment Management Framework Risk Management Framework Management Framework acrass
ond internal + Reviewed Strategic and + Boara constructively challenged tne business
controls Emerging risks on a the DCE assessment of strategic = Risk reporfing to the Board on
& monthly bosis ard emerging risks strategic and emergirg ris«s, led
+ Qversaw the inveshgotion = Conciuded Ofwot's investigation by the Chief Risk Officer
inte the reporhing of leakage into the misreporting of leakage  + Maointoiming oversight over the
and per capita consumption and PCC, and developed agreed delivery of the Lindertakings
following the rmisreporting plans for rectification including given to Ofwat fo lowing
1ssue identfied in FY 22 the payment of appropriate their nvestigation into the
redress to customers misreporting of leakoge and
PCC data
Finoncial »  Accounting policies and + Accounting policies and « Accourting pclicies and
reporting and half-year ond yeor—er?d haif-year oﬁd vear-end Finarcial F rnancial Reports will be
controls Financial Reports reviewed Reports reviewed with input from regularly reviewed with input from

al the Audit Commitiee

Systems of internal control
reviewed at the Aud't .
Committee and approved

by the Boord as port of our
year-end reporting o Ofwat
(see Annual Perfermance

the externol Auditor on current
Issues/best practice

the newy appointed external
Auditor

Enhancements to year-end .
Annual Report ond Accounts

and Annual Performance

Report procasses reviewed

and approved at the Audit

Further enhancements to
year -end processes to be
implemented for the FY 25
year-end reoorting to Ofwat
{Anmual Performonce Report}

Report available from Commuittee and the Company’s stafutory
mud-July at corporate ‘inancial reporting
dwrcymru com/en/ brary/
annual-performance-
reports)
Environmental, * Envroarrental, Sociol and +  Key performance indica*ors » Focus on the key performance

Ind.cators that are maotenal

Saocial and Governance Committee [which has included 'deep dives’)
Governance reviewed progress towards reviewed ot each meeting to our stakeholders and that
ESG objectives + Monitored progress with TCFD measure the Compony's
and carbon reporting progress towards its ESG
ab:actives
+ Sustainoble Fiteh FSG rating :
obtained * Review the Company's pregress
towards I1s net zero carbon
commitments in the context of
the Final Determination for PR24
Board +  Nominatien Committee « Changes to Committee « Board effectiveness review will
composition reviewed floard composthon, membership made be vic an internally facilitated
and succession planmng and . Fxternal Board effectiverass process in FY 25
effectiveness Committce mombership review monitored ot each 3oard  «  Support the succession planning

Internal Board ef‘activeress
review undertaken based on
meetings between the Char
and Board attendees

process for the appointment of a
new Chairwithin FY 25 and new
NEDC and SID with n FY 26

Progress agreced ochons ansing
from the FY 24 internal review of
Board effectiveness

meeting

~ternal Board effectiveress

review completed and
improvement octions agreed -
{see puges 113 and "14)
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Board leadership and Company Purpose - continued

The Board undertook several
developmen® sessions durning 2023 ana
2074, which considered the Group's
F.niancial Strategy and tne development
of art ficial intelligence copability. In
addition, the Board recewed targeted
Jpdates on multi-capital investmeant
appraisal and PRZ24 Financials, and
hostea a Tecnnology dinner attended by
business partners from Microsof+

* June 2023 Debra Bowen Rees
and Tom Crick
Water Services Science  cotchment
know edge-shornng visit Glascoed
carchment area

*  August 2023 - Debra Bowen Rees,
Joanne Kenrick, Lila Thompson
and Tem Crick
Maoerdy - Ferndale service reservo.r
tank clearing irspechon

October 2023 - Debra Bowen Rees,
Joanne Kenrick, Lila Thompson
Rotherwas Wastewater Treotment
Works and an averview of the niver
Wye Nutrient Remaval Sirategy

* November 2023 - Barbara
Moorhouse, Debro Bowen Rees
and Lila Thompsan
Site visit af Five Fords Wastewarer
Treatment Works

December 2023 - Alastair Lyons
Riwver Dee bathing waters ard Storm
Ovearflow visit

In the sarme way that o listed company
would nove a diclogue with ifs
shareholders, we maintain o regular
dinlogue with our Members ard band
Imnvestors We currenty have 68 Glos
Cyrmry Mermoers, exclug'ng 3oord
members. G os Members are selected
By an Independent Member Selecnion
Panmel (IMSP) "hroughk an antual
recrustment process bosed on open
odvertising, the aim of the Parels

te mantain a balgncea ana diverse
group of irdwiduals, broad y reflect-ng
tne range of our customers’ and key
sfokenoiders' 1nteres s

St Paui Silk [ noeperdent Charr) s
jcined on the porel by Menna Richards,
G forme- Non-txecutive irector, Chr.s
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Jones, forrer CEQ, and Debra Bowen
Rees, current Non-=xecutive Directo”
Ihe Company Secretary rmancges

tme Membership, seeks feedback from
tne IMSP on the format and content

of Members' meetings and organises
tne Member recruttrmenr! process

ana resuhrg induction process The
IMSP recommends the final list of
candidates to the Board for approval.
During Y 25, following the rehrement
of Menno Richards, the IMSP wll recruit
a rep acement panel member from the
Group's ex sting Membership

During the year, 4 Mermbers stepped
down and 10 new Members were

appo nted following an oper recruitment
process, whicn was aavertised on social
medio folowirg appointment, new
Mermbers were invited "¢ @ full day's
induction, belc at the Liwyn Onr Water
Treatrnent Works and Cilfynydd Waste
Treatnent Works bducation Cenire

2023

« Annual Genera Meehng (July)

+ New Members' Induction (November)
- Half-yearly Meeting (December)

2024

- Regional Members Meetings

*  Lisvane and L orisher Reservoirs
(Jaruary)

= Llys-Y-Fran Rescrvorr {(March)

= Kinmel Par< (March}

The AGM half-yearly mechrgs and
auarterly worksnops are usea by the
Board to provide our Merbers with
Jpdates an the Group's performance
ana its progress 10 delver ng agamnst
Its strategic objectives, to evsure an
snderstending by Members of the key
1ssues the Compaony s addressing,
ona to consider o *he AGM tne formal
resoluhons thaot are the prov nce of ~he
Merbers.

feedback from Memioers, through
Mearnpers meetings ana feedback shared
arrecty with the Company Secretary, is
shared witn tne Board o° eack Board
meeting 10 ersure thot feedback
scritiny and recommenrdat ons are
given dus cons deramion w th n the
cecis on-rnaking actw ty of the Boara

The Chair, Debra Bowen Rees, as the
Non-Execut ve Director Member of

AR NG D E VA CE 2024
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the 'MSP Joanne <enrick {on matters
relatirg ta Remurerotion Palicy) and the
Company Secretary are also available
to meet with ary Member cutside
schedued Member Meetings.

Reports on press coverage are regulary
shared with Members via the Company
Secretariat Additional information

is proviced to Members between
meetings, including progress updates
on responses to coerational everts
affecting the ousiness, such as exfreme
weather events, as they arise

Further information on how we engage
with cur other key stakehciders is set on
poges 54 to 55 in the Strategic Repor*

We are wholly debt-financeo and raisirg
debt at g low cost s a key per- of our
firanciol strategy Our credit ratings
are among the strorgest in the UK
water sector Qur long-term fundirg
s-rategy continues To be to ra.ntain
our gearirg at the level at which the
Board cons ders we would be oble to
obtan access to the most efficient
level of debt funding commensurate
with dalivering our strategic oojectives
Access to hingncial markets s key fo
the delvery of our strategic ohjechives
and we maintain close ard open
relafionshizs with our bond 1nvestors

The Treasury fearm ensures our .nvestors
are weil informed through s x- morthly
Investor Reoar*s, which are approved

by the Board. The Boaord recewes o
report following rmeetirgs with investors
ang, where approprate, considers in itg
dac’s on moking the views expressed

by nvestors on 1ssues affecting the
Group Tne senior managerrent team
arranges an arnuai investor Day, Jsyally
in July whicn the Charr olso attends,
and tne Group Treasurer, CFO and CEOQ
meet wirh irves-ors as requied or when
reques-ed This year's Annuacl Investar
Day 13 olanned to be held on 10 July
2024 and fur-he- detaills of tis event
will be sen- to investors registered on
the Group's sTakeholder catabase
Qurnng FY 24, the ropics or which the
feam has engaged w th our 1Mves*ors
inciude the Company's performance, .n
part culor our EPA rating, the review of
leakage and PCC misreno-ting, aur net
zera carbor orograrme oul ESG rasng
from Sustainable Freh (see page 22
and our plans for AMP8 as part of the
PR 24 regularory price revew




e Division of responsibilities

All Board members are Directars of
both the holding company, Glas Cyrrre,
and the regulared operational company,
Dwr Cymru Cyfyngedig. The identical
Board membership ensures a unified
approach where the interests of the
operational company are promoted os if
Der Cyru Cyfyngedig were o separote
public listed company, 1n line with
COfwat's gurdance on Board Leadership,
Transporency and Governance. Glas
Cymru's Purpose 1s aimed at ensuring
Dwr Cymrru delivers against its strategic
objectives, meeting the needs of cur
customers and communities.

The Board has collective
responsibility for

+  Setting the strategy and agreeing
*he p ons developed vy DCE to
ensure the iong-term success of
*he Group for the benefit of its
customers and their communities
having regard o the interests of
staxenoders.

« Challerging, encouraging, and
monitarng performance ot the ULE
agairst tne strategic objectives

* Ensunng odeguate financial ond
human resources to achieve the
Group's objectives

= Overseeing and ensurirg the Group's
compliance with statutory ond
regulatory requirerments

+  Overseeing major capita 1nvestment
projects.

= Seathing the sk appetite for the
business and ensuring the adequacy
and efficacy of the Group's systems
of intfernal contrals and risk
maoanagement

*  Assessing and monitoring of the

Group's corporote culfure, va.ues
ond standards

“he Boara hos adopted o forman
schedule of Matters Reserved for the
Board's considerotion. This 1s monitored
by the Company Secretary and reviewed
by the Board as and when required but
as a mimmum on an annual basis.

The Boarg has delegoated detalled
consideration of certain responsibilihies
to Boord Committees, wnile retaning
overall responsibility for decision
maoking in these areas Fach Board
Committee Charr reports back to

the Board on the matters discussed,
decisions taken, and, where opprepnote,
mokes recormmendafions 1o the Boord
an matters requinng its approval. A
descrniptian of the work of the Beoard
Committees is set out on poge 97.

Minutes of the Beard and its
Committees are avalable to

all Non-Executive Directors All
Committees are Charred by an
independent Non-Excoutive Direcror,
ond corrpnse o majority of indegpendent
Non-Executve Directors, except the
Nomination Committee, the Direct
Procurerment for Customers Committee,
and the Leakage QOvarsignt Comm tee,
wh ch gre Chaired by the Char of

the Board

Appoirments to the Committees are
made on the recommendaotion of the
Normination Cormrmittae, which reviews
Committee membership annually, and
are for a perod of up to 3 years, which
moy be extended for 2 further 3 -year
periods, provided tne Director remans
independent All Board Members aftend
the Quality and Sofety Committee The
Committees are constituted w th wnitten
Terms o Reference thot are reviewed
annually to ensure that they remain
appropnate and reflect any chonges n
best proctice and governance

These Terms of Reference and Matters
Reserved for the Beard are ava ab e
on the Company's website, Sce
corporate dwroyrnru com/fen/about-us/
governance/board committees.
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The DCE has responsibility for
implementing the strategy agreed

by the Board and for the day-ta day
managerment of the business and s
e by the Chief Execunve Officer and
includes the Chief Firarcial Officer Its
oﬁ'\er merﬂbers are seniar managers
from across the business The DCE
meets three times per man*h ard

it 1s responsible for the doy-to-day
running of the business and other
aperchional matters to implerent

the strategies that the Board hos
agreed The Governance Framework
diagram on page 97 shows the

Board Commuttees and Manogement
Commi~tees supporiing “he DCE. The
Board recewves reports from the CEOQ,
CFO and members of the DCE ot
every scheduled meeting, providing an
updae on our financiol ond operational
performance ana any current ar
cmerging 1ssues

The performonce of the Board and

its Cammittees is reviewed onnually
{see page 113). The composition of
the Board is reviewed, a'se annually,
by the Nomination Commitiee to
confirm an oppropriate diversity of
backgrouna, skills and experience,
ard as part of B rector succession
planming The comoosmon of the
Board Committees waos reviewed
during he yeaor and changes to current
membership proposed ana approved
The forward schedule for future Scard
meeting agendas Is reviewed by the
Board at each Board meehng so that
Board members can sugges™ items for
inclasion At the end of each Board
meeting, there is a discussion as to
Directors' views of the effectiveness of
the meeting and any opporturities for
impraverment going forward.
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@ Division of responsibilities — continued

We cansider the independence of our
Non Executve Directors or an ongoing
basis and formally on an annual basis
Except for the Charr of the Bonrd, who
was deemed to e independent ot

the fime of his appointment, all our
Non- Executive Directors are considered
to be indepengent n accordance with
the UK Corporate Goverrance Code
and free frormm any relationship that
would compromise *her independent
wdgement Potentic conflic's of
interest are cons dered at the start of
eack Board and Committee meeting
Direcrors would recuse themselves from
any marter where such a confhict was
considered "o ex'st

Qur constitutenar docoments do nof
specify a porticular allocation of tmre
required by Non-Executive Diroctors to
be effective In their roes

However, the Nomination Committee
reviews the extent to which
Non-Executive Directors have the
approprate time to fulfil ther role
effectively ana considers any rew
commitments that Non-Executive
Directors propose fo focke on, o ongside
tneir exist ng roles The Comm ttee olso
regularly reviews the range and nalance
of sklls and experience on “he Board,
which are wide-ranging as sef out on
poges 115 o 111

The external oppoirtments held by
Peter Perry and M ke Davis are sat put
in their biograpnies on page 102

The Board 1s scneduled to meet G times
o year Addimonal Board meenings are
he d, os required, durng the year The
takb e on poge 99 shows the actyal
numaoer of Board and Committee
meeTings he d dur ng =Y 2% ang the
cttenaance of the Directors ot those
meetings. Every effer* 1s rmade by Boord
members fo attend alf meetings

M2 ANSLAL T PDPT & ACCIONTS

External directorshios ond other
outside business nterests ore closely
manitores, along with the nature

and number of external directorships
he d by the Directors ir order to

satisfy ourselves that aony additional
appoirtmen-s will not adversely impact
thewr fime comrmirmaeant to therr role ot
Welsh Waoter Before appointment of

a Direcior, the appointee 1s asked to
aisclose any other irrerests that may
result in a conflict of inferest and ofl
Directors are required o report to the
Boord ony future business interests that
could result in an actual er percewved
canf ict of interest Any proposed new
exrernal appantments of an existirg
Director must be discussed with the
Chair of the Board, in the first instonce,
ond submitted to the Nomination
Commitree for approval

« is responsible for the leadership of
the Board

= Sets the agenda for Board meetings

+  Lnsures the effectiveness of The
Board and its Committees and good
governance

+ Meets with other Non-Executive
Directors and the Executive [ rectors
on an annual basis to review
the performance of the Chair of
the Board

+  Stands in as Chair of o meeting 11
the event *he Chair of “he Board s
not able to artend
Acts as an informa- sounding board
for ai members of -he Board

Cnollenge the “xecutive Directors
consruchvely and ronitor de very

of the Board's agreed strotegy

with 2 the r s< and contro. framework
aonproved by the 3card They are also
irvoivea in mertoring and supporting
mempers of the DCE ond semior
maonagers across the business.

» Take an active interest n ooerationsl
issues affecring the business {see
site visi's on page '10)

Te e Ad N 3 T MARCHE 2024

Beyond matters reserved to The
Board, the Chief Executive Officer has
primary respons.biiity for ‘eading *he
managemen- of the Company with
suppart from the DCE

As a Group owned by o company
limited by guarantee, we do not have
sharenolders, but cur Mermbership s
made up of Individuals drawn from
acress our suaply areo (or wne have o
strong connechon with 1t) who carry out
a vital governance role Membership 1s
persenal ond unpaid Members hove
no financial stake 1n the business.
This ndepencence ollows Members
30 nold tne Board to account for the
stewardship of our ossets and for
prov.cdirg an essential public service 1in
a manner that will be sustainab e for
fu'ure generatians

- Supports the Char of the Boord
in ensuring tne Group operates
effective governance ond delivers
against its statutory cnd reguiatary
responsib htios

« Acts gs *he primary haison and
pont of contoct for the Group's
Mambsership, ensuring that Members
are kept up 10 date with emerging
1ssucs and sharing Member scruting
ard feedboc< with the Boord
ord DCE

= Prepares agendas for Board
meetings, whicn are agreed in
caonsultation with the Cnair of the
Board and Chief Executrve Officer,
although any ~ember of the Board
maoy reavest that on item shouid be
odded to the ogenda

= The Company Secrefonat 1s avalabe
to support all Non-Execuhive
D rectors and the DCE and works
to prormote good nfarmotion flows
between the Board, DCE ana internal
committees and maragement
teams within “he Group




e Board composition, succession and evaluation

A rigorous and fransparent process is
followed for the appointment of new
Directors to the Board (see poge 116)

The induction process mcludes access
ta Board and Committee papers as
approprate, site visits and one-to-one
meetings with other Non-Executive
Dhrectors, prinzipal adwvsers ta the
Company members aof the DCE and
SEMGr Monagers across tne business
Where appropr.ate, new Non-Executive
Directors also attend the Institute of
Directors' course for new airectors
Directors receve o tallored prog-amme
of induztion on joining, and ongong
educative and informaotion progrommes
on fooics relevant to the operation and
governance of the business

As part of the ongaing development of
our Directors. the Company Secretary
ersures that updares to legislation,
corporate gavernance ond reporting are
brought to the a*tention of the Board
and its Cormmittees as appropniate
Regular attendunce fror our External
Auditor, Delodte, ot meatings of the
Audit Commitee also supports the

¥

)

Directors be ng keot up fo date on
current developments in governance

Details of the operational site visits
rade by our Non-Execunve Directars
and educational development
opportuntties for tne Board during

the year are set out or page 110.
Non-Executve [irectars are invited

to icenhfy topics on which they would
banefit from specific framnming m order to
be more effective in the'r rales

[re final candidate for new
Non-Exezutive Director appointments
to the regulated Company Boord meets
with Ofwo ahead of ony appointrnent
being made.

Non-bxecutive Directors are appoinfea
for a 3-year term. whicn can be renewed
for up to 2 further periods of 3 years

In any event, no Non-Executive Director
can serve more than 10 years under
the terms of our Arficles In addition, alf
Directors formally seek re-election by
Glas Members every year at the AGM
and any Director appainted dunng the
veor witl seak alechion ot the naxt AGM
following ~he < appointiment

GOVERNANCE REPORT

Following completion of Q@ years as o
Director, Graham Edwards resigned
from the Board of the July 2023

AGM No further resignahions from, or
appointments to, the Board have taken
pace during FY 24

The Board considers that it and its
Committees, have *he appropriate
balance of skills. experence,
independence, and knowledge of the
Group to enable them to discharge their
respectve duties and responsiolities
sffectively. The Board regularly reviews
this through its annual effectveness
review and in discussions w.th the
Company Secretary and Nomination
Committee

Durnng FY 24 the Board conducted

an internal effectivenesy review, hoving
had an external review carried aut by
Halex Consulnng Limited in FY 23 n
accordance with the Cade reguirement
that compames should carry out ar
externally facilitared evaluahion of the
Board at ‘east every 3 veary
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e Board composition, succession and evaluation — continued

Recommendation Agreed actions for FY

Board succession Recagrising the retirement of the Charr and 51D aurng FY 25, focus should be placed or the
p|0rming and monagemenrT of succession plans to ensure that the composition, experience, ond balance of
Committ skilis on the Boord will be manta:ned Management of the transition will be led by the Nomination

i Committee ond will be supported by the re-configuration of Comm ttee membership during
membership 2024 to ensure that appropriate expertise 1s refained across all Committees of the Board
"o understard the portcuiar operational and gecgraohical chal enges focing the business, it
was consicered thot expenence goned as enther on Execunve or Non-Executive 1n an enhty wth
broad multi-site operat ams, Idealy a utility, would be a useful addition when considering “uriher
Non-Fxecut ve racruitrment, in addition to seecking Irteres! fram Welsh candidoles to increose the
number of Welsh Boord Members

Operational oversight lo enable the Board to c}eorly dentfy princ par operational issues ond focus areas, CEQ, CFO
ond Executive updates should clearly draw ou! areas for concern, future challenges and emergirg
Issues and report on these seporately from existing reporting mehodologies Thus will highiight
prograss against agreed plans and pr onities ard enable tne Board to more effectely identify
trends, aralysc implicetions and debate possibie courses of action Given the focus on improving
operational oerformance, Boara oversight would be focused on the same 1ssues and avoid
commithng managernent time to other 1ssues The ana ysis by the Board of the progressive
improverent achieved would be led by Q5T and it was agreed all Non-Fxacu-wes would join QSC
for the foreseechle furure

Stakeholder There was support for the reassessment by the Execu=we of the Compory’s cormmunications
strateqy 1o ensure stokeholder understanding of the 1ssues confronting the business, the plans to
odaress tnem, and the constraints on making faster progress, in porticular the reed to mantain
the bolance between investment ard customer offordability Given the importance of our key
suppher fromewarks to deliver fne AMPB snvestment prograrme, 1* wos agreso the Board should
increase ts nteraction ot g seriar fevel with onrcipal supphers

management

Board papers It was ogreed that positive progress hod been ~—ade against recomm™aendations moae foHowmg
and meeting the FY 23 effectiveness review with the quaolity of papers and presentotiors notably improved
During FY 25, o focus will ne placed on the imoortance of Board papers clearly setting out key
issues far focus, alternative responses avallable and management recammendaTnion{s)

In addition, recommendations were maode to reinforce *he importonce of 1gent fyirg auttors of
papers ard accountabie Executwes fo provide assuronce to the Board that appropnate review
had taken place prior to popers being :ubmuffed for review and ooprovol

arrangements

Cammittee It was recogmsed that rhe Boara Commutices continued to operote effecﬂve\y albert SpOC\fC

effectiveness areas for improvermnent were noted. Acknowledging the vast breadth of Crvironmental, Social
and Goveraonce [ESG) strategic objectives and therr supporting KP!s, aiongside the plethora of
oversight and consultative bod es and emerging reporting reguirerments, i1 was recormimended
that the 2SG Committee place o focus @n rhe pricntisctior of areas “hat would provice the
greatest con*~bution "0 achiev ng <ey straegic abjectives Collaboration between the Audit
and Technology Committees was encourcged to ovoid duplicat on between the work of the two
Committees A the review ona cvers ght of *echnology rnisks and the effectiveness of the 1™ control
fromewo <3

Continuous Recogn.sing the \rﬂporroqce of conhruous feedback and cnal enge, anc ne raie this plays » the

improvement aevelopment cnd maintenonce of on effectve Boord 1t wos agreed that cons deraton woula be
given to the frequency and timirg of feedback or ecch meet ng of *he Board It was alse cgreed
tna- o review of NED training neeas would ne under-oken af the start of each ‘inanciol year.

Overall, the review conc udea tha~ the Boord contirues to operate effectvely The dynormics ¢f the Boord are of a co eguote
nature witn ¢ good ceoicnce of expenence and mempers who work well together ard are keen 1o promaste tme sucecess of the
Group The Board operates as an apen ora transoarent forom for aiscuLss o~ and debate. “veryone has an gpporrurty o

be heard and s encouraged to par! cpate, wh.ck contr butes to o positve and supportive culture Tne cerformance of the
Cha r was reviewed by the Board {winou® 1ne Choir presen®) and led by the Senor independent Direcror [SI1D) 1n Maren 7024
“re 510 considered and discussed witk the Charr of tre Board the carmments crd feedoack recewved from rhe Directors ard
w05 ob e to confirm tha* the performance of *he Choir confinees 1o be very effective 0nd *hat be demonstrates oopropriote
commirment o his role and dut es, provid ng excelent suppor to he Txecutive Directors ad bewng ovailabie as recured *c
tne Neon-Executive Directors
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Nomination Committee report

Alastair Lyons CBE

Chair of the Nomination
Committee

Other members:

»  Groharm Edwards
{until July 2023)

-« Peter Perry
= Jooanne Kenrick

« Debra Bowen Rees
{from July 2023}

In the absence of the Chaur, or
when the Committee ts dealing
with the matter of succession fo
the role of Chair of the Beard,
the Senior Independent Director
would chair the meeting

Meetings held: 4

Focus areas looking ahead
to 2024-25:

= Commencing the appointment
pracess for a successor fo
the Chair of the Boord in
2024, to be led by the Senior
Independent Director, and
continuing to develop the
strategy to ensure o phased
succession of the principal
Boord roles After a rigorous
selection process, Saxon
Bompfylde hos been appointed
to support the appointment
process for a successor o the
Chair of the Board

*  Marmntaining the appropriate
balance of skills, knowledge,
experence and independence
on the Boord through Board
succession planming and agreed
outcomes from the annual
Board effectiveness review.

+  Reviewing the current
mermbership of Committees
taking into consideration
SUCCESSInN IS5Ues

The responsibtities of the
Committee are *o.

Ensure the Board has the necessary
skilis, background, and experience to
enable the Group to meet Ifs current
and future strategic objectives,

Ensure the compaositior of the Board
and 1ts Commprttees s regularly
reviewed 1n the context of director
ratation, the Cempany's strategy and
activities, its diversity objectives, and
the Board’s Terrms of Reference;

Establish plans for orderly succession
to positions on the Board and
Committees;

Ensure that there 1s a formal,
rigereus ard transparent procedure
for appointments to the Board,
Maintair oversigh= over the
succession plans developed by the
Chief Executive for the DCE, ana

3 Committee activity a

GOVERNANCE REPORT

= Work ana licise with other Board
Cammittees, as appropriate,
including the Rerrunerction
Caomrmit*ee in respect of o
remuneration package to be offered
to any new appointee to the Board,
and on 1ssues relating to genaer and
ethnicity pay equality

The Committee has applied the
Principles and complied with ~he
Provisians of the UK Code of Corparate
Governance relat ng to Nomirahon
Committees

The Comrmittee "erms of Reference
{coroorate dwrcymru.com/en/
library/terms -of-referencelset out 5
responsibilrthes that the Cormmittes
undertakes on behalf of the Cempany
ard its subsidiaries, which have
informed the agenda and key areas
cf focus for the Committee during
2023724

outcome

Board The Committee consiaered and commented on the Non Executive
composition Directar skills, know edge, experence, inaependence and diversity,
and balance  Durng the year, the Comruftee has considered Director
Comm’tmenrts and terms of appointment o inforrm Board
SUCCESSICH planning
i The Committee has cons.dered the Group's diversity ard
suring p
diversﬁ'y of inclusivity objecrives wher undertaking its recruitment processes
thinking and ond has mainta ned af least 33% female representation on e
9 Boord and appointed at least ane Non-Executive Director from an
approach ethric minority background to tne Board
from Board
members
Board On joining the Board, Non [xecutive Drrectors soend 12 months
Committee as a Member of the Quality and Safety Comruttee (QSC) in order

membership ond chalienges

ta ensure they hove a good understanding of operational issues

Ihe Comrmuttee reviewed wider Cammittee membersnip a° its
November meet:ng and wos satisfied that Board Committees
retained the nght mix of skills and expenence, as well as the

capability to provide effective cha lenge and prormote diversity

From February 2024, the Board agreed thet all Merrbers of the

Boord would aftend the Q5C

Succession The Compittee has reviewed suzcession plans for the Boord

planning and Dwr Cyrmru Executive team duning 2023-24 This included
discussing the timing for commencing the appointment process
for a sLccessor fo the Cnair of the Board in 2024 and the Semor
Independent Girector in 2025

Governance The Committee conducted ar annual review of i1s effectvenass

and against its own Terms of Reference ard concluded that the

Board and Committee has discharged 1ts duties during FY 24 ond that no

car .On amenrdments were required to its Terms of Refererce
Sfc;er::v::'ne:ss The Committee reviewed the list of Directors appointed to

Group subsidiary companies and was satisfied that appropriote

arrangements continued to be In pioce across the Group.
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CORPORATE GOVERNANCE REPORT

CONTINUED

Nomination Committee report — continued

The Committec leads the process
for moxing oppontrrents fo the
Board, The Commuttee 1s sahisfied
that the process conshitutes a formal,
ngorous and trorsparent orocess for
the cppointment of new Zirectors fo
the Board, which meets the Group's
dwversity and nclusion object ves, as
weil s supporting orderly succession

The Commitiee revews and assesses
Board composition on behalf of

the Board ond recommends the
appointment of new Cirectors. +
mantains oversight of he succession
olans develeped by the Chief Fxecutive
ond the Board reviews the succession
plons of the Dwr Cymry Executive
(DCE) team, with ar annua update
from the Business Supoort ard People
Director

As part ¢* the annual effectiveness
review 0° the Board and Board
Commitiees, the Board consiaers

the balance of skills, know'edge
experence, independence ano divarsity
representat or as reviewed by the
Committee. The 3oarc 15 alert to
apporturifies 1o improve the current
evel of diversity regarding skills,
experence, backgrounds, -ace, gerder
ond personol attributes of Board
Members The Commit ee reparts

of s orogress in molement ng the
Board Dversity Policy and nronroring
the diversity of the Board, and ¢n the
Group's gender dwersity ratios in s
Arnuacl Repart |t a:so reports o0 ifs
oversight of plans fo proeocte aversity
witrin our warkforce to ensure that

the indwiduals warking for us are
representat ve of the comrrunities
that we se~ve, in accordance with

thre Group's policies supooriing the
develop™ent of equal ty, diversity ang
nclusivity across tne Dusiness

In the ooinion of the Comruttee,

the Board currently benefits from

an appropriately diverse range of
skills, knowledge aond experience

The Directors' biogrophies on pages
102 to 105 set out detoils of thewr
backgrounds, skills and experience,
whiich, for the Board taker as a wnole,
are diverse and wide ranging

At the end of =Y 24, 56% of cur Board
members (FY 22-23 50%) end 26%
of the DCE (FY 22-23. 33%) are
fermale, while 1r the wider workforce,

of tngse semor managers reporting
directly to o member of tne DCE 45%
IFYy 22-23 38%) are female.

We cortinue fo support the
recommendathons of the Homptor -
Alexander Review, wh ch encourageo
comoan.es to increase the percentage
of members of boords and In
leadership teams {comprising the DCE
and direct reports of the DCE) who are
women to 33% by 2020, whicn has
been achieved We are encouraged
that we have ocen able to continue to
meet this target and we will cont nue
aur focus to mamrann this.,

We support the recommendaions of
the Parker Review, which encourcges
companies 1o ircrease the ethn city
on boards and we currently meet the
voluntary targer set by the Parker
Review of having o~ least one Director
from an ethmic m nor ty packground
by 2024

Although we are not ¢ listed company,
we comely with the UK Listing Rules to
meet specific Soard diversity targets
an a ‘cornply or explan' basis The
targets are

+ At least £40% of the Board are
women [56% for FY 24}

- At least cne of the se~ior Board
positions {Char, Chief & xecu~ive
Officer (CEQ), Semoar .ndeperdent
Cirectar {SID) o Chie? Tirarcia:

COff cer {CIQO)) 1s 0 worman

* At least one memoer of tne Board

Is fram a minornity ethnic bockgrourd
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Following the conciusion of our AGM
In July 2023 when Joanne Kenrick
succeea Graoham bawards os Senior
Independent Direcror. we have been
able to confirm complinnce with the
UK Listing Ru es and will conhnue fo
ensure “hat the Board 1s appropriately
balanced in alt respects and take

nta account the Listing Rules Board
diversity targets as part of our future
succession plans for senior 3card roles

We also know that we can fu-ther
improve diversity and tnclusion

across *he Comoany ard neither

the Cornmittee nor the Board 1s
corrplacent about these 1ssues The
Group 1s committed to eliminating
discrimination and ercouraging
diversity and inclusivity to enable us to
recrwit and retamnt @ diverse workforce

Qur Board diversity staterment con be
accessed via corporale dwrcymru.cem/
en/hibrary/company-stoterments/boord-
diversity-statement or our webs'te



Diversity policy objectives

The Commuittee, to consider true

d'versity of thought considering the full

range of skills, xnowledge, experience,
tackgrounds ard choractenshcs of
Board mambers, will regularly review
Boord composition, succession
planning, talent development and the
brocder aspects of diversity

Actions

A diverse Beard will include and make
use of differences in skills, regronal
and industry experience, background
and roce, gender ond persona.
atnibutes, such as infellect crihcal
assessrrent ard judgement, courage,
openness, honesty and tact, and the
ability t¢ listen, forge relotionships and
develop trust

GOVERNANCE REPORT

Progress

The Committee is oo ancing the
consideration of these charactenstics,
bearing in mind olso that all Board
apoontments are made on ment, in
the context of the skills and experience
the Board requires in order to be
effective

These factors are considered in
progressing the recruitrent of
Non-Executive Directors

The Commttee will work with
recruitment consultancy firms who
vnderstand the Group's values and
approach to diversity and will identify
and propose suitable canaidates.

The Committee will report annually,
in the corporate governance sechian
of the Annual Report, on the

process It has used in relction to
Board aopointments, its progress in
mairtaimng or imoroving the diversity
of the Board and on gender diversity
roTios

The Committee wiil work with o
recruitment corsultancy firm, following
o pest value selection process.

The firm will be a signatory to the
Standard Voluntary Code of Conduct
for executive search firrns and be
corrmritted to adhering to those
standards

The Committee will cor-inue to engage
with an appropriate recruitment
consultancy firm which meets these
crirenc during its recruitment process

See pages 115 and 116

This repart evidences the work of
the Commitee on the process for
appoolintments, progress in maintanng
or improving the diversity of the Board
and on gender diversity and inclusmvity.

3y reviewing progress each year the
Committee maoanta ng oversight of the
implementatron of policies to -mprove
diversity and nclusivity across the
busiress. The review of the Gender Pay
Gap Report also includes o discussion
about the actions planned to further
reduce the gao

The Committee will aiso report on its

oversight of plans to promote diversity

within our workforce to ensure that
the ndividua s working for us are truly

representative of the communities that

we Sarve.

The Environment, Socral and
Governance Committee received an
update on atfracting and retarning
a diverse workforce to reflect our
communihes in March 2024,

The Company has worked hard to
collect personal date on protected
characteristics Reporting of ethricity
daota has been maintained af 80% and
the Board continues to support the
pregramme of ED&} aclivit es held fer
the wider business

Review 1ts Diversity Policy annually
and recarmmend any amendments to
the Boord

A review and update of the Compeny's

Eauality, Diversity ang Inclusivity Policy
was undertoken in Aygust 2023

The Company will continue to
undertake annual reviews of the
Company's ED&! Policy and strategy

b -
(Y

Alastair Lyons
Chair of the Nomination Committee

6 une 2024

See poge 99 for Board and Committec meehng attendarce
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CONTINUED

Borbara Moaorhouse

(from July 2023)

Quolity and Sofety Committee

report

Other members:

+ Debra Bowen Rees

- Tom Crick

+ Mike Davis

+ Jone Honson

= Joanne Kenrick

«  Alastar Lyons

+ Lila Thompson

¢ Peter Perry

= Groham Edwards OBE
(Chair until July 2023}

Independent consultants:

+ David Elliott (Expertise in the

Environment and Wastewater

performance}

+ Mo Purcell (Expertise in
Water and Puklic Heolth}

Meetings held: 7

See poge 99 for Boord
and Committee meeting
attendance

Graoham Edwards OBE stocd
down as Non-Executive Director,
Senior Independent Director, and
Charr of the Quality and Sofety
Committee (QSC) af tne Anruat
General Meenng on 7 July 2023

having sat as Charr of the QSC of

the Committee's May and June
meehngs Barbara Moorhouse
succeeded Graharm as Chair of

the QST with effect from the date

of the Annual General Meeting
Frorn February 2024, it was
ogreed tha- ad Boord Members
wou'd attend the Q5C

NG ANNCAL 0T & ALT

RES-SEIR S T BE SRV e}

£ Audit, risk and internal control

Quality ond Safety Committee report

On behalf of the Beoard, the

Committee operates os the primary
forurm for mondonng the operotiona
performance of the Croup and provides
oversight of -he management ond
rmitigoton of risks “o the ousiress
ansing from operational, envirenrnental
ond health and safety-related 1ssues

The Committee also:

+ challenges the Dwr Cymeu Drecumive
{DCE) to ensure continuous
improvemer® in opearat onal
pverformance and the delivery of the
Se-vice Comrmritment Plan

« revtews the Group's Water
and Wastewater operational
overformance and assesses
the appropriateness of Waotear,
Was-ewater and Environrrental
strotegies,

« rronitors the evolv ng ondscape
of envirormental, regula-ory
and governmental priorities
ond emerging arecs of corcern
and the impaoct these may have
on regula~ory standards and
operational and investment p ans

= assesses arnual reports 1rclud ng,
bu* not imited to, "he Annual Dem
Sofety Report, Water Resources
Management P an and the Annual
Health and Safety Report and
recommends these to tne Board for
anproval,

reviews and inf uences the Health
and Safety Manage~ent 2lan and
ronitors its delivery,

+ oversees the Group's compirance
witn its public hea ~h respeasibilit es
and obligations *o provide safe
clean drinking water and wasfewarer
san tation 1 ine w th oll relevant
standarcs,

»  reviews tre adeguacy of the
Cruup's emergaency anc secarty
arrangements ord recewes
assuronce toat these are ir ne with
-elevaon- statutory guigaance suchk as
Crt cal Nationol Infrastructyure (CNIY
Protective Security Strategy and “he
Secunty end Emergency Y casures
Directve [SFMD) requirements,

= reviews cnd agrees the Group s
operaricnal systems ard quality
assurance oualt progromm™e and
‘ecewes the find ngs of oot reports

relating to water anc wastewater
service DFDV\SIOH

reviews the findings of Senous

tncident Reviews (SIRs) of any water

qualty, environmentcl, safety or '
customer service falure SIRs are
ed by tve Croup's Chief Zxecutive
Officer to identify roo* cause(s)
and any widor iImpl cations of the
ncident and agree action ptans to
address any orgoing 1ssues,

Burirg FY 24 the Committee's actvities
inc uded reviewing

quarterly and annual Heolth and
Safety reports:

perfarmance reparts for Water and
Woasrewater Services, w th reports
submitted on quolty standord
failures, and corrpliarce with
Aterra processes, together with
~arovement plans for these areas,
relevar- strategic nsk reports
(inctuding B-manthiy reviews of
emergent envirocnmentai regulatory
rnsk and o revew of nisks hnked to
the most commeoerly used chemica s
with.n water treatment processes
to establish adherence fo BS FN
stanaards) and mingehon pians;
straregies for key areas of bus ness
focus including, but not lirmuted to,

- Poliution Prevention Strategy

- Wostewater Treatrmeaent Works
Comphance Strategy (including
fow and SDM)
Leakage Strategy

- Flooding Strategy

- Sluage Strategy
Customer Minutes Los-

- Microoollurarts

- Catchment Mancgemenrt

- Poy ana pe-fuoractky!
substonces (PFAS) strategy
Cryptospondium Pragvention
Straregy

the strategy for compilance with
Reguionons 26 (water freatment
and dis nfection), 2//728 (Risk
Assessment) anag 29/30D
[DAaarmingion ‘from P.pes) of *ne
Water Supp y (Water Quality}
Regularons 2016 includirg Dnink ng
Warer Safety Plan ¢ sk upada©es,
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= the Annual Dam Sofety Report and review of Portfolio Risk Assessment cutcomes for reservoir dams and ongorng
maintenance work being undertoken by the Capital Projects team 1in accordance with best practice published in the
‘Guide to Risk Assessment for Reservoirs Sofety Management' produced by Defra and the Environment Agency,

« updafes on the work of the Group's Independent Environmental Advisory Panel;

= Annuc! Bathing Water results;

»  Lpdoted Storm Overflow Classification ard Unpermitted Storm Overflow Guidance; and

= the Committee’s Terms of Reference and an effectiveness review as part of the internal annual Board “ffectiveness
Review corducted during the year and reported to the Boara in Februery 2024

Priorities for 2023/24 Committee activity and outcome

Monitaring Health Annual and guarterly Health and Safety Reports ware presented by the Director of HeathSafaty

ond Sofety and Wellbeing, and the Committee also reviewed reports of Heclth and Safety incidents, near
risses and ootential risks The Committee reviewed ond challenged the reports and provided
updates to the Boeord after ecch meeting

The Committes noted the work of the Process Safety Group ond its key areas of actwity for 2023/24
and approved the Health, Sefety and Wellbe:ing Policy Statement on behalf of the Board

Hearing directy from Atits June 2023 meeting, the Committee reviewed with NRW the princ pal factors underlying the
Group's Environmental Performance Assessment, in partcilor tne increased number of assessed
serous pollution events, noting IMmprovernents within water discharge permit comphance and a
reduction in pollution incidents from water supply assets.

our key regulators on
their priority areas for

the Group
In March 2024, the Committee reviewed the Groups Water Quality Performance with he DWI.

aviewing in detail The Committee considered Indepandent Assurance Reparts prepared by Jacaons and the Group’'s
g
the Group's response Independent Chaillenge Group fol owing their review of the Group's post-incident review of the
December 2022 freeze/thow event, when the temoeratures in West Wales were the equivalent to
to severe weathe
r the Scottish Highlands

events
The Committee noted that the majority of actions hod been dentifiea through internal
Post-Incdent Review ard were In the process of beirg delivered with cetion plars in place to
address all recommmenrdations.
The Comm ttee also revicwed progress with the Group's Project Novello work to re organise the
incident response teams ang tne Group's tanker fleet to enable more expedihous resoonse tmes
in the event of service interruphion across all areas This programme of work supported delvery of
actions identfied within freeze/thaw post-incident reviews
Moniforing At avery mecting, the Commirtee receives Monthy Management Reports and reviews Ofwat's
operational Perfarmance Plan including the Service Cormmitment Plan Updates are recewved from *he-
performance agoinst  « Manaaging Director of Water Services, Asset Planning and Capitat Delivery,
key performance »  Manoging Drector of Wastewalter Services, Business Customers and Energy; and
indicators for + Regulatory correspondence updates from the Director of Quali-y, Palicy and Corrpliance.
drinking water and The Committee evoluated the reports and updates received against 'dashboards’ which set out
envirenmental areas of improverment related to KPls idennf ed by the Committee
standards

Reviewing updates of  The Cornmittee receved regulor progress undates on operational strategies, incuding

progress ageinst key + Customer Minutes Lost
operational strafegies . \wate- Treatment Works
= Iron and Custormer Acceptabiiity of Water
+ Lead {Sechions 29/30 (Contaminction from Pipes) of the Water Supply {Water Quality)
Regulations 2076)
= | eakoge
+ Sludge
» Pai'ution
« Flooding
- Water F things Regulotions
The rate of progress of iImplementing the operational strategies wos considered, short and medwum-
term priorities were agreed ond consideratior wos given 10 *he need to evolve operational pracrice
to respond to emerging challenges

The Committee recevea, in September 2023 an update paper on AMPT Leakage Recovery Plans
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Quality and Safety Committee report ~ continued

Priorities for 2023/24 Committee activity and outcome

Deep dives on The Committee spent addmonal “ime on 'deep dive' sessions o~ 1ssues that benefited from a
technical issues detalled review. During the year these included:

«  Water Resource Management Plan (WRMP) 2024
»  Ervironmerial Permitting
« Cochment Monagement

The update on the WRMP to the Commirtee took the form of a teach in of the key components of
the Plan with key chonges noted, in¢lud ng updating demand forecasts due to a refined metering
delivery programmae acrass AMPE and refined and updated leakage and meternng cost models.

The Catchrment Managemert (CM) review orovided Committee members with an overview of how
the CM Strategy will deliver the Welsh Water 2050 ambimion Strategic Respanse 1. Safeguarding
Clear Drinking Water Through Catchrment Management and acts os the s‘arting paint for our
source-fo fop risk monagement process

The Committee also recaved an irterna’ briefing on updated Storm Overflow C'assification
Guidance (GN 066} and Unpermitted Storm Overflow Guidance (GNGZ2Y) The Committee
noted Gngoing engagement with NRW to work through the pracnical imglernentation of bath
guidonce notes

Continued oversight The Committee reccommended the annual report on Nam Safety to the Board ‘o approval nohng

of the ‘pipes in doms' that the report demonstrgted thot the Group hod rm:-_l \_fs roesponsib itles os on undertaker for

copital projects ot dams that are registered under the Reservorrs Act 1975 [the Actl as now amended by the Flood
and Water Management Act 2010 Schedule 4 {Reservo-rs)

a number of aur

. . The annucl report noted that 437 "Measures in the interests of safety’ {MITIOS) had been due
reservair locations

dunrg the year and that all except 3, which hod been postponed on safety grounds, had been
delivered, good progress had a so been made on the ‘Pipes in Doams' capital programme and
work hod now been comple*ed of 19 out of 26 prionty dams

Governance The Commuttee reviewed
+ s Terms of Reference
= Look bock review of Dutes
« Forward Scheau e of agenda tems for 2023-24 and plans for P024-25
The Cammttee olso reviewed the Future Direction of the QSC at its September 2023 meetirg

and urdertook a review of its effectiveness as part of the internal Board evaluahon conducted
during the year

The Committee's loo<back of dutes set out wihin the Terms of Refererce concluded that the
Comrittee had discharged its duties during the 2023-24 finarcial year.

The Cammitice's review of Its performaonce concluded *hat the Terms of Reterence re~a.ned
appropriate

Zgﬁoov&o\m

Barbara Moorhouse
Chair of the Quality and Safety Committee

6 wune 2024
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Audit Committee report

Jane Hanson CBE
Chair of the Audit Committee

COther members:

»  Debra Bowen Rees

« Joonne Kenrick
Meetings held: 6

. See page 99 for Boord and Committee meeting
aftendance

Facus areas looking ahead to FY 25:

»  Monitoring the development and implementation
of the outputs of the BEIS Consultation Restorning
Trust in Audit and Corporate Governance into
The‘Group's corporate governance frameworks os
further government guidance 15 1ssued

= Ensuring that the Group 1s ready and cble
to implement changes to the UK Corporate
Governance Code for financial years beginning on
or after 1 Jonuary 2025,

+ Owverseeing conhinued progress with the Group's
Enferprise Risk Management {(ERM) Framewaork
and matunty of the Group's nsk function under the
leadership of the Chief Risk Officer.

+ Overseemng the adophon principles, cperating
model developments and ongoing management
of Task Force on Climate-related Disclosures
and ather emerging non-financial reporting
reguirements for FY 25 and beyond. This includes
reviewing and approving the methodologies,
assumptions, data sources and disclosures
used by the Group to measure and report on its
chmate-reloted financal nsks and opportunities,
biodiversity impacts and dependencres, ond
sustainability performence. The Commuttee will
alse monitor the developments and expectations
of regulators, investors, and other stakeholders in
relahon to non-financiol reporting and advise the
Board accordingly

GOVERNAMNCE REFORT

The Audit Committee is Chaired by Jane Hanson whe has a
strong background in finance, corporate governance, audit
and nsk management and has recent and relevant financial
experience All members of the Committee are independent
Non -Executive Directors, and -“he Board is safisfied thar the
Committee has sufficient experience of the water sector and
of financial matters -0 perform its duties effectively

Other reqular attencees at meetings of the Audit Committee
include the Chief Executive Officer, the Chief Financia
Officer, the Finance Directar, the Chief Risk Officer, the Chief
Internal Auda-tor, the Group Secretary and representatives
from the Group's External Auditor, Deloitte {the Ex*ernal
Auditor], who were appointed by the Group of 115 July 2023
Annual Geaeral Meeting, such appointrment taking effect
from 1 April 2023 The Commuttee also has unrestricted
access to management and external adwsers to support the
discharge of its duties

During tha yeor, the Committee held separate private
sessions with the Chief Internal Auditor and Fx*ernal Auditor
without management present

On behalf of the Board, the Committee oversees

- the integrity of the Group's financial staterments, -ncluaing
ensuring that the Group provides clear, complete, fair,
balanced and understandable financiol reports to all
stakeholders;

« the cppropnateness and effectiveness of internal controi
sys-ems, including those concerning public nterest
disclosures (whistieb:owing);

»  the effectiveness ard reliability of tne risk management
framework;

= fthe .ntegrity and sustainability of the systems of interna
conTrol as reviewed oy *he Interral Audit anc other
aossurance functions; and

= the effectveness, performance, objectivity and
indepandence of Internal Audit ana the External Auditor

The Commttee has an extensive agenda ocusing on tne
audit, risk ond assurarce processes within the business, which
't deals with 17 conjuachion with management, the Zxternal
Auditor, Internal Audit and the Group Finance and Regulatory
Comphance ard Assurance tearms. The Commuittes lerms

of Reference (corporate dwroyrmnru com/fen/library/terms-of-
referenceset out 10 dutes that the Committee undertakes on
behalf of the Group and ifs subs:diories, whch have informed
the agenda and key areas of focus for the Committee aunng
FY 24
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CONTINUED

Audit Committee report — continued

Priorities for FY 24 Committee activity and outcome

Financial reporting The Committoe reviewed financial pe-formance in deral ot the half-year and year-end (financial
staternents), considering signif cant judgements and esnmates ond the Group's Gaing Concern
status (further detoll shared below) prior to recommending approval of the statements to
the Boord

The Comm ttee reviewed the araft FY 24 Annual Reoor* and Accounts and adwsed the RBoard
that the contents represented a fair, balonced and understandable cssessment of the Group's
cerformance ond financial position

Going Concern and The Committes assessed the prespects of the Group cver o period of at least 12 moenths as

Viability Staterment required by the 'Going Concern' staterrent on page /3 and nofed thot there were no materol
unceranties fo disclose 1n relation to the Group's abiity to continue as o go.ng concern, The
Group's FY 24 Long-Term V abilily Statement (s set out on pages 67 to 71

The Committee agreed the Group Long-Term Viaoil ty Assessmert (L1VA) aoproach and
recommended the LTVA Statement for opproval by the Board ot respective meetings of the
Comrrittee and Boord held i June 2024

Internal Audit The Chief Internol Auditor reported regu arly on progress ogainst the FY 24 Internal Audit Plan
and shared his outline Internal Auait Plan for TY 25 a- -he Committee’s meet ng in Januory 2024

Monagement responses to unsatisfactory and himited opinion 1nternal audif reporfs were
considered by the Commitfee and subsequently kept under review 1o cnsure progress was made
to remedy control weaknesses

The Chief Internat Auditor regularly presered a Whistleblowing and Speciol Investigotions Report
to the Commitee, whicn detol ed public ‘nterest disclosures made or referred to the internal oudit
function, ard the ocutcomes and lessons lnarned from the investigation of such ollegations

[ he internal cudit funchion underwent an External Quality Assessment (EQA), wihich 15 required
avery b yeors and was underfaken by Protitiin ling with the Chartered institute of Irernal
Auditars The QA zonciuded that the internal Audir funchon 'Generally Conforms’ ta the lnstitute
of Intermal Auditors Standaras, which 's the h ghest level of conforrrance to the Standards

avai able
lnternal control and The Committes mamtained oversight of the operation of the Group's systems ¢ ‘nternal controls
Rigk MOﬁogemenf and assurance includ ng detaled reviews of risk and compliance with relevant statutory, icence

and regulatoary obligations

Systems
The Commitree recewvea wpdates on the ongoirg deve ooment of *he Group's strotegic risk
apoe-ite framework noting rhet the subsequent review of strategic risk abjectives would oe
influenced py tne PRZ4 ~inal Derermination and would be coordinated together wiln o pre AMPS
review of srategic nisks {and scorng)

The Commitree rev ewed and approved the Internal Auat Chorter, which sets cut the scope

of work for tne Group s internal audit funchon and confrms :fs irdependence The Committee
was satisfied that the charter cont nued to reflect tne appropriote detat required by the lafest
Charterea Inshtute of Infernat Aud t UK publicat-ons and guidance an Internal Audit Charters

Jusiness Systerrs and Quality Audit Plons were reviewed by the Commuttee prior to being
oreser-ed to the Qua ity and Safety Commit-ec for cprrove’
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Priorities for FY 24 Committee octivity and aute

Governance fhe Committes received and reviewed the Group's regulatory subrmissions and assurance
processes relaling fo the Annual Performaonce Report (APR), and draft Assurance Reports from
Jacobs and the Exfternal Aua'tar At the sarme hime, the Commitiee receved the Group's annual
Risk and Compliance Statement {and associated Ring-Fencing Certificare), together with ar
Internal Controls upoate, and provided feedback to the Boord on adopted assurance processes in
advance of the Beard's formal approval of the APR,

The Commttee receved updates on the progress of the Leakoge and Par Capite Consurnphion
Committes from the Chet Risk Officer The Committee Charr continues to be o membar of the
Lenkage and Per Capita Consumphion Commuttee

The Comm tse considerad ard aoproved certamn policies and procedures These included

the Group's Treasury and Taxatcn strategies pnor to pubklication, and pragress with Supplher
Payment Terms compliance 11 accordance with the Prompt Payment Code, which the Committee
considered of ite Cctober P023 rmesting, noting positive progress against comoliance targets,

The Comm tree provided 1ts recommendation 1o the Board "o apprave these policies in
accordance with tme Board's Terms of Reference

The Comm ttee received updates on the FRC Posihon Paper on Restonng Trust in Audhit and
Coroorate Governance tpubbsned July 20272) and agreed to undertoke a RAG-rated Gap analysis
n response to the updoted Corporate Governance Code dunng FY 25

The Commitree agreed mimnor amendments to its Terms of Reference ard zons dered updates
from the Group Secretary that demonstrated how the Committee had dischargecits duhes dunng
the financial year The Comrrittee's review of 15 performance concluded that the Comrmttee was
warking well and had discharged its duhes set out within the Terms of Reference

The Cammittes received regular uodates on key campliance oreas, including Group vehicle
operatcr icence, data protachion, taxation and insurance arrangemen's fo take reassuronce that
the Group has adequote and robust systerms in ploce fo monoge emerging events
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CONTINUED

Audit Committee report — continued

Priorities for FY 24 Committee activity and ovtcome

External Auditor The Committes is supported by the External Auditor who wos appointed, with effect fror ' April
2023, af the July 2023 Annual Gererol Meehng

Prior to farmal appamtrent, the Txternal Audtor attended Committee meetirgs ir May and June
2023 to abserve while *he previous External Auditor, KPMG provided its year-end updates o the
Commuttee in May end June 2023

The Comm ttee assessed the effectveness of the external gudid process ot its September 2023
mreeting, taking learnings from KPMG's tenure to inform ongoing and future work wih the Fxternol
Auditor

I~ reviewed the External Audiiors confirmatian of independence, that s included 11 1ts half year
and ena-of-year reports to the Committee Trese reports set out the policy procedures by which
the Committee sat’sfies itself 'hat there are no factors that may, or Mmay be seen fo, mMpinge
upon *he Independence and oojectity of tne external audit process, part cularly the leve' of fees
relating to non-cudit work

The External Auditor presenied therr audit plan for FY 24 to the Commitree 1n October 2023
and reporied on progress against i of subseauent meehngs of the Committee The audit

plan also highlighted key Corporate Reform matters, including the introcuction of the FRC
Minimum Standard for Audit Commitrees and External Audit and updates o the UK Corporate
Governance Cede

The Comm.tee reviewed and aoproved the External Auditor reports of the half-year and full year,
neluding the confirrrations of independence, beirg satisfied that the objectvity of the Exernal
Audit Portner and audst stoff wos not impaired, inciwding in relation to the provision of non-oudit
services [he Committec opproved the managernent representaron et ers, which were then
sigred by the Chief Frnoncial Office- or beka f of the Group and provided to the Externol Auditor

The Comm tioe reviewed *he process for and results following, the nfernol review of the
offectiveness of the - xternal Auditor, KPMC, which was corducted ofter the statutory audit for tne
yeor ended F¥ 23 This exercise supported FY 24 plonning with the External Auditer

During F¥ 24 nc regulatory insoectien of the quality of the Group's auait hos teken place
The Comm ttee put forward Hs recommendation to the 3ocard o re-appoint the Exrernal Auditor

See overleaf for more detalls ard on the cecision to apooirt the External Aua tor, which was
oporoved by our Members at the AGM in July 2023
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During FY 24, the Committee considered the following specific issues in relation to financial reporting of the interim and

year-end results

Key judgement and

estimates Subject of Audit Committee review
Provision for The approach -o setting the bad debt
impairment of trade charge

receivobles

Having assessed current cash collections
performance, the Committee concluded that

the current bad debt provision was appropriate,
although this will continue to be closely monitored
in light of recent inflotionary changes

Classification belween operating
expenditure and capital expenditure

Classification of costs

Classification of costs, including ernployee ond
o~her internal expenditure, between cperating
expenditure and capital expanditure was
considered to be appropriote and in line with
aeecounting policies

The approoch foken to the assessment of
fair value estimation and capitahschion

Fair value estimation

The Group's adjusted Fair Vaiue Estimation,
which had been sublect to exfternal review, was
considered fo be appropr afe

The assumptions that are applied to the
persion voluahon irclud ng discount and

Reasonableness of the
defined benefit pension

The Committee’s review o° the assurmplions for
discount and inflation rates thot were applied In

. Lt . inflaticn rates
liakilities assumptions

the pension valuohion, concluded that, overal),
these were within the range of acceptable
assumptions

Going Concemn Status
Status

Having assessed financial hquidity ot year end,
the Commuttee concluded that the Group remoin
a going concern and thot »t was appropriate to
prepare annucl financial statements or that basis.

The above matters are discussed 1n more detall ir the Auditor's Report or page 158

The Bootd agreed to engage Delo tte
LL™ as the Group's Auaitor following
formal opproval by our Members at the
AGM in July 2023

The Group's policy is that the External
Auditer will not generaly be used for
non-oaud’t services, and that ail non-
oudif rrofters are subject to the Group's
Procurement Poi.cy and monagement
approval pursuant to the Group's

Policy for the Provision of Nan- Audi
Services All non-audit fees paid o the
External Auditor must be approved by
tne Corrmrittee in advance 1 line with
tne Committees de‘egared authonty "o
comply with the FRC's revis ons to the
Code, therc 1s o cop on fees for nor-
oudit work across the Group of /0% of
tne 3-year overage statutory external
awdit fee for the Group 0 oy financial
year, applcable from the financial year
starting 1 Apnl 2020

Durng FY 24, audit fees for the
Group's financial statements totalled
£577000 (FY 23: £5350C0), fees for
other audit-related assurance services
were £106,000 (FY 23. £111,000)

and fees for other nen-audit-related
services amounted tc £141,000 (kY
23 £71.000) As aresult non-audi-
fees accounted for 28% (FY 23 11%) of
the average of the lost 3 years’ oudit
fees which is well within the lirmit. For
further deta is of the non-audit services
provided by Deloitte, see Note 3 *¢ the
F.nanciel Stotements or page 186

- Jw C Adounldsnn
- s

Jane Hanson
Chair of the Audit Committee

& June 2024
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CONTINUED

Technology Committee report

Prof. Tom Crick MBE

Chair of the Technology Committee
Other members:

To anprove the strategies developeo
far the Group's information technology
(IT), operational technology (0T, and
informathon sccunty orovis or, including
oversight of cyber nsk protecnon and
mitigat:on ta support the achievement
of the Group’s medium-term business
objectives i the most efficient manner
and in accordance with the Croup's
iderif-ed risk aopetite

To review the :implementoticn pians

to delver the Croup's tecnnology
strategies and to oversee the progress
being achieved, includirg reviewng
ond trocking progress of tne Group's
obligations uader the Network

and infrastructure Systems (NIS)

= Barbara Moorhouse Regulot ors 2018

{jotned in March 2024)

= Joaonne Kenrnick

The Committee Terms of Reference
(corporate. dwreymru com/fen/library/
terms-of-refererce) set out 11 cus ine”
areas over which the Committee
retains o duty to oversee, scruhnise
and review the 'T, OT and lnformation

+  Alostar Lyons
»  Rob Norns, Chief Technology Officer (CTO)
- Peter Perry

The Managing Dnector of Water, Asset Planning and Copital Belivery
attends all meetings of the Comrrittes

Meetings held: 4

Security provisions of the Groun “hese
oreos ond dut.es hove informed the
agenda and key areas of fecus for the
Committee during FY 24

See page 99 for Board and Comm ttee meeting otfendance

Focus areas looking ahead to FY 25:

+ Review and monitor progress with the 1T Service {ITS) team
transformation and ongong develocpment, including

= secunty progromme, including ircteased focus on cyber threatfs
due to geopolitical situation le.g Ukrane), Increasing our CMME
sacurty maturity level and improving cyber risk owareness across
the business,

+  post-implementation review of the Cloud migraton programme;

= implementation of the remainder of tha AMPT Investrment Plan
and planning of investment for PR24 (AMP8) including the SAP
S/4HANA upgrade;

- monitanng the Group's readiness for the discontinuation of tne UK's
Public Switched Telephone Network (PSTN) in 2025,

+ monitoring implementahon of the Group's Artthcial [nreligence (Al]
strategies and platforms over the course of the yeor and Into AMPS,

- ongoing review and monifaring of the use ¢f Sensors Data and Smart
Sensor Technologies to support developments in ve performance
reporting; and

= the ongeing review of the Group's Business Continuity and Disaster
Recovery readiness
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Priorities for FY 24  Committee activity and cutcome

This includes the Tre Committee recewved strategic updates at ecch meeting during FY 24, which focused on:

detail approved .
internally

The remander of the AMP7 Investnent Plan and its alignment to the Techno ogy Strategy.
The Committee considered the current strategy, the technology landscape, and *eam/partner
capability, in the context of the AMPT delivery plar and AMP8 Technolagy Plan preparation in
line with the Group's ‘onger—+erm plans,

The Group's journey to Cloud. The Cormmuftee monitored management's oversigh* of the
reletionship with, and performance of, a key Cloud support partrer alongside the Cloud
programme’s progress and governarce oversight.

Progress with AMPS8 investment glanning

The Commuttee receved an overview and review, including industry bencnmerking, of the Group's
Jjourrey to S/AHANA from PwC at its June 2023 meehng The Comrmittee noted that there

was confidence that the S/4HANA programme would be successful due 10 the due diligence
undertaken internally and w.th partners Updates on progress against the S/4HANA programme
were received ot each meeting of the Committee during FY 24

The Committee receved and roted progress against annual updates on the Group's strategres
in relaton tor Data Strategy and Faterprise Daa Platform (EDP), SMART (water and wastewater
natwark] Strategy, Retail Digital Strategy and Alarm Management

Throughout 2024/25 the Commitee will mainta n oversight of ~he Group's SAP S/4HANA
Prograrmme

As It prepares for AMPB, the Group has maobilised worksreams n preparatien for the move to SAP
SIAHANA a new Enterprise Resource Plonring systerm focused on oddressing end-of-life systems
Through this work the Group 1s confirrming positions on the nght technolegies to use and has
started the preparatory work, wi*h dato and oid code cleansing activities The introauction of SAP
S/AHANA will buld on the digital foundahor Implemented in AMPT to enable the Graup to furtner
modern se the business by investing 1In new 'plug ond play’ technologies, and enable the 2050
vision by meeting rapidly evohing corsumer expectations, enhancirg cyber securnity, empracing g
date analytics and cloud serwces.

Gooed progress has been made 'n buiding the ANMPE Technology Investment plan, which is aligned
with the bus ness ond IT strotegies The plan, which the Committee will monitor and scrutinise
during 2024 and 2025, is built on a clear understanding of the key technology plotform drivers
including systerm obsolescence, wnile keeping a strong focus on cyber secunty and resilience

This process has required o aeeper understanding by ITS of the Group's direction and of the
oppartunities ta expiait technology platforms to deliver business effic ancy and transformaoehion fo
improve custormer and field force experence. 1his s alongside the continued transformation of the
ITS team towords the explotation of Cloud technologies and fostering ar innovahen-led culture

Information and The Commutfee recewed updates from the Chief Information Secunty Officer [CISO) ot each
Cyber Security meeting on progress with the Group Informetion Secunty Plan, incluching:

Key information secunty risks, including KPP and KRI {Key Risk Indicators) reporting,
Confirmoation of completion of significant milestones within the Cyber Security Programme and
the delivery of incremental improvements to Cyber Secunty capabilities, and

Updates on progress to strengthen the cyber culture ond awareness within the Group to achieve
an ‘mproved and more mature level of cybersecur'ty

The Committee receved regular updates on the prevaling cyber and informaotion securnity threat
landscape inciuding hegntened cybersecunty ~hreats {e g. Denial-of-Service {DoS) and ransomware
attocks) across Cr tical National Infrastructure organisations The Committee and senior Securty
Operaticns colleagues reviewed the Group's pians for cyber resilience 1n the context of this input.

The Committee reviewed the Group response to a specific DoS cyber at-ack of the Group's website
n June 2073 ard the cutcerme of participation in cyber iIncident response exercises led by Defra,
the National Crirme Agency andg Cyber Reslience Centre Wales clorgside internal resilience festing

The Commifttee roted s-eps laken to improve the Group's Cyber Secunty matunty including the
outcorme of a menth-long Grous wide resilience campaign ir ~ebruary 2024, which included
o cyber week erd webirar with Dr Jessica Barker (security cutture and awareness exovert] who

provided exlerna expert 1nsight for colleagues
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CONTINUED

Technology Committee report ~ cantinued

Priorities for FY 24  Commitiee activity and outcome

Operational Ihe Comrittee receved upoates on Operohonal Tecanclogy (OT) performonce ana security
Technofogy measures af eacn of its meetngs and monitered the w.der use of technology to pratect the Group's
operational assets

The Committee also receved updates on the Group's compliance with the NIS Regulations 2018
folowing the Drinking Water [nspectorate’s (DWI) cssessment of the Group's Cyber Assessmant
Framewa-x (CAF; rasponses The Commuttee noted progress made aganst the CAF with the Group
remairing on rarget to meet, and in places exceed, DWI sectar targets oy the erd of AMPY

The Committee reviewed the impoct on the Group of the discontinuat on 1n 2025 aof the UK's Pubiic
Switched Telephone Network (PSTN), the legocy analogue public telecommunicatons wfrastructure
The Cormmittee will continue to monitar the management of ~his trarsition, which is, through both

a Group and industry response va the Water UK Qperotions Strotegy Group, considening different
recnnology solutions appropnate to our affected assets Undates are brought to the Committee ot
each meeting

Business Cant nuity and ITS Disoster Recovery ptan updates were shareg with the Cormmittee, which
provided reassurance regardirg the goverrance mode s in ploce and the rooustness of operatona!
o aas for critcal wwfrastruciure and applicabans The Committee agreed that anrug! updates i thus
area would e shared with the Commu~tee 1n addition to o hoc undates -o detall the findings of
planned fesTing exercises

Governance The Committee reviewad, with input “rom the CTO and CISO, its Terms of Reference, alongside an
assessmenrt of how it nad discharged its duties dunag the financial year Minor omendments to the
Commitee Terms of Reference were agreed by e Committee,

Haowing reviewed the Committee’'s Terrms of Reference, the Committee agreed to reduce the number
of Cormuttee meetings ‘ram 4, to 3 per year

Tre Committee’s review of 1*s performance concluded that the Cammittee had made good
progress durng Y 24 1n its aversight of the Groun's |1, O7 and information security provision.
The Committee also reviewed ts etfect veness as part of the detalled Scord eveluaton concucted
dur'ng the year

I he Cormmuettee hos noted the continued strengthening o the Group's cyber resilierce throughout
IT and Secunity operations, waich have been supported by the orgoing ITS Transformationr
Progromme Witk increos.ng globol cyber threats, especialy for CN orgonisonons, -he Group

hos adoptea o nsk-gverse stance and wi l centinde toirvest i appropriare cyber secuanty
technologies and Infrastructure, as weill as further developing its cyoer cuiture It will olso oversec
the Group's olans to opt mise the use of Clovd bosed platforms and 13 oreparations to upgrace ‘o
SAP S/4HANA

RN ~ <

M-

Tom Crick
Chair of the Technology Committee

& Cune 2024
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£SG Committee report

Debra Bowen Rees
Chuair of the ESG Committee

Crther members:

Peter Perry
Mike Dawvis

*» Jane Hanson -
= Alastair Lyons =
= Lila Thompson

Meetings held: 4
See page 99 for Board
and Committee meeting
attendance

Focus areas looking ahead
to FY 25:

+ Reviewtng i
te the Board, approval of
on updated £SG strategy
and re-defined ESG KPIs to
support delivery of PR24 plans
taking account of Ofwat's finel
determinction.

recornmending

= Overseeing the implementation
and delvery of the Group's
Estate Management Strategy.

+  Implementation of the Group's
Sustainable Procurement Strategy.

= Reviewing the Group's progress
towards the achreverneant of
s carbon reduction targets fo
net zero

« (Qwverseeing the development of
the Group's Biodiversity Plans
and Reparting for 2025

« QOverseeing, advising upon
ond reviewing the Group's
Nan-fnancial reporting
cbligations and submussions.

+  Ensunng that matenal ESG
measures aré montored and
reported to the relevant Board
Committees, and to priortise
those areas that are the most
important 1o our stakeholders,
and in doing 50, ensunng that the
Committee meets its objectives

The responsibities of the
Committee are

- Developing and overseeing the
Group’s £SG Strategy (corparate,
dwrcyrru comfenfabout-us/
‘nvestors/envirormental-sociol-ond-
governance};

= Moanitoring performance agarnst
the Group's ESG objectives and key
performance indcators,

+ Considering third-party partnerships
entered in relatior to the ESG
Strategy,

= Censidering tne reparfing
conventions and the ESG metrics
that should be adoptea by
the Group,

= Considering the Group's reporting
to ESG Rating Agencies, and the
selection of roting agencies by which
tc be assessed,

= Reviewing ypcoming ESG reporting
requirements and the Group’s
assessment of thewr implicatons,
both strutegicolly and operotionolly,
for the Group’s business and ifs
reputation; and

+ Ensurnng thot the Group maintains
apprapnate policies to effectively
support its ESG framework. in
parhicuiar its environmental Imeact

The Commuttee, established during
FY 22, has continued *a make progress
on regorting strategy and processes
ond the manugement anc oversight
of ESG risks and opportunities. This
has nvolved further development of
the ESG Strategy and objectives and
Key Performance Indicators (KPIs),
which the Commiftee uses fo monitor
performance against the Group's ESG
objectives. GQur focus during the rest of
AMPY will be to ensure the shigarment
of our ESG Strategy witn operotiona:
and Investment plans for PRZ4. To
support this work the Comm ttee

will receive reqular vpdates from the
Chmate Change and Sustamalality
sub-committees of the Dwr Cymiru
Execotve "eam, which advise on
maftters reloting to ¢l mate change
adaptation and support effective
ergagement in areas corcern ng
long-term sustairability.

GOVERNANCE REPORT

During the year, the Group has
continued to report ogainst the TCFD
Work this year has helped br ng
together cohearent content across
vornous repoarting frameworks, inc uding
TCFD, Chimate Change Adoptation
ond the UN CGloba!l Compact, all of
which fed into cur PRZ4 planning
Building on the progress made over

Y 24, our focus In I'Y 25 will be the
further developmenr- of reporting i full
complance witn [CFD and reviewing
ermerging non-fnancial reporting
frarmeworks where these align with our
£506 objectives and Welsh Water 2050
strategy

During the year, Sustainable Fiich

{the ESG division of Fitch Ratings)
undertook o rating review of the Group
resuiting in the award of 2’ ('Good'
ESG profile).

The Committee Terms of Reference
{carporate.dwrcymru com/fen/library/
terms-of-reference) set out & distinc!
areas over wh.ch the Commuttee retairs
o responsibility to oversee, scrotinise
ond review on behalf of the Group.
These areas and duties have informed
the agenda and key areas of focus for
the Cormmittee dunng FY 24
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ESG Committee report — continued

Priorities for FY 24 Committee ond outcome

Strategy The Commurtee reviewed perfarmance agains the Croup’s 10 ESG objechives, Invalving deep dives
info the following oreas -

The Group
ESG Strategy is +  Progress ogainst Safeguard Zore plans, which suppart the delivery of our Welsh Water 2050
published on the Strategic Response 1 - Safeguarding clean drinking water through Catchmen+ Management

Group's website

= Long Term Planning and Sustainability inciuding @ eview of the Group's Susta.nability Funding
dwrcymru com/fesg

Strategy ot the August 2023 Committee meeting.
= The impact of the Group on 'he Welsh econemy
Adapting to future chollenges {sce Ciimare Adaptat'on Report ng)
= Net Zero Carbon Strategy including o chart of ermissions "o assist with AMP8 Monitoring ond
Carbon Migratory plans for PR24
= Tosk Force on Chirmate-Re ated Finoncia Disclosures (TCFD) reporting and assoc oted risks
+ Sustainoble Fifch Rahing ‘sedback
*  Swustainable Procurerner: (see below)
¢« Wor«ing o create tangble benefits 10 the communinies we serve
= Attractirg and retairing o diverse workforce to reflect the commmurities we serve
= Tnsuning offordobiliy including updates on p anming chead of AMPE
The Committae recerved the outcome of a double matenality exercise sugported by the Dér Cymry
Indepenaent Environmen+al Adwvisory Panel ((EAPY and the Company's independent Customer Group,
which ononhsed B performonce meosures inked to the 36 ogreed KPP meosures, which support
achieverrent of the Group's 10 £5G Strategic Objectives 1he Cormmittee receved updates Lpon,
and scrurmsed perforrmance agairst eoch of the priontised measures alengside Strategic Oojective

updales, which enabed the Commutree to corcentrate resources or those ssues thor best support
the long-fterm sustaincbilny of the business ard oddress key stokeholder expectaions

Environment Net Zero Carbon Strategy
The Committee nas received regular upaates on the progress towards he delivery of the Group's
Ne- Zero Carpon Strateqy, irclod ng in relat on to s x work packages identified fo achieve net zero
erissiars by 2040

- Reducirg use of energy and Increasing our own renewaste enargy generation
+ Using sewage derived biogos to decarbonse heat and/or fransoort

- Graduaily fransit orung to o low-corbon-fuelled fleet

= Actively contralling and reducing fugimve em.ssions from treament processes
+ Monitonng and reducirg construction-related carben emissions

= Moximising carbor sequestratcn and biodversity

ln addition. the Committee received a deep dive review into Carbon Migratary work for PR 24 af its
Morch 2024 rreeting

The Commitiee recewved ard aporoved “he Group's Climate Change Adaotation Report ot s August
2023 meeting Further detal on the Group's Chimate Change Aaaptation Plan can e found on ne at
the fol owing lirk corporate dwreymru somjen/ebout-us/four-piars

“he Group's Fstate Monagemen® Sirategy was approvec a ifs February 2024 Boord rmeetng The
Committee maintained on oversight of <ey deliverables within the Estate Maragement Strategy
including 'mitigmives to enhance biociversity, carbon seguestration, ard ‘mprove the water qualify in
QUr reservoirs.,

Wnile the Committee contirues "¢ mointain oversight of the Group's key F SG strafegies and oshizies,
1t s supportea by the Quanty and Safety Committee .n review ng ond ma ntaireg oversigh of

the Group's cperational enviranmental pe-formance See pages 118 10 "20 for “urther deta ! ¢ the
business of the Quo ity and Safey Comm ee

120 ANN AL

AT A ADC Ty S b YA N0 D 3T N D 20 e



GOVERNANCE REPORT

Priorities for FY 24  Committee activity and outcome

Social Key stokeholder relationships

The Cormmittee reviewed key stokeholder relationships and actions arising. This supports the
Committee's understanding of the interaction of the Group with key stokehalders on E5G issues on
a periodic basis and olsa increases its understarding of stakeholder expectations and the Group's
impoct on the cutside world

Sustainable procurement

The Cammifttee receved progress updates on the development of a Sustainable Procurement Policy
fromm the Procurement team. This included @ review of the impact of Welsh Water's expenditure on
the Welsh Economy, which demonstrated that the Companry directly and indirectiy supports hgh
levels of economic activity in Wales {see page 75 for more detoids)

The Committee considered updates ta the Sustamable Procurement Policy (SPP) 1n Apnil 2024 For
more details on the SPP see page 75

Diverse workforce

Ihe Committee receved a oresentation from the Busiress Support and People Director on the results
of the Y 24 Stoff Survey and progress with atfracting and retaining a diverse workforce to reflect the
communihies we serve. The Commuttee noted that BO% of the workforce hod declared therr ethnic
prafile, which wos a significant improvement and meant fnat the Group 1s mowving closer to being
able to compore Welsh Water relative to Wales as a whole

Customers and the communities we serve

At its Nevernber 2023 meeting, the Committee recewed updates from the Customer Strategy
and Engagement Director and the Managing D rector - Houschold Customer Services regarding
engagement with our customer base, Including ongoing work with vulnerable customers and the
introduchion of the Cempany's newly expanded 'Cymuned' (Cammunity) Support Fund, which
offers shorr ferm support to working househclds who find themselves in o situation where ther bils
exceed therr income The Committee noted *hat ot rud-year, the Compary had supported 131,446
households via 1ts social fanff offerings, and a further 16,467 with its financial assistance schemes

Governance ESG reporting

and risk The Committes reviewed ESG reportinrg in the Arnual Report and Accounts, including TCFD |t
also reviewed and scrutinised the Company's Climate Change Adaptotion report and the Group's
approach to ermerging nen-Ninonc al reporting fromeworks

The Committee considered and approved for final approval by the Board, the ESG narrative reporting
in the FY 24 Annual Report,

ESG rating and accreditations

The Commuttee received the Sustainable Fitch ESG Rating Report with a score of 2 {highest being 1,
lowest being B) based onits FY 23 ESC reporhing The Cormmmittee noted the recommendations the
renor” made to mantain and furthe” improve trus score at its Novernber 2023 meeting ond will frack
achieverment of these recammendations throughout 2024 and 2025

ESG risks

The Committee reviewed ESG ris<s and cpportunifies on a 6-monlhy basis “hese risks are mapped
against the Group's Enterprise Risk Management (ERM) and therr developmen~ has fed into "CFD
renorting of climate-related risks and opportunies

"he Cormmittee recogrisea the -sks that fall within the ESG Frormework against thase which would
be overseen within the business area where the risk is adaressed or overseen by another 3oard
Committee c.g QSC The Committee agread thot all ESG nisks, which were not directly overseen
e sewheare in tre business, would foll with-n the direct oversigh* of the Committee

ESG Committee effectiveness

“he Comrmutiee reviewea and updated its Terms of Reference of year-end, which aignea with
updaoted Chartered Governance ‘ashtute UK model Terms of Reference and reviewed 1ts performance
against the duties set out within these The Committee noted rhat ro amenamaents were proposed fo
its Terms of Reference ard concluded that it had discharged its duties during FY 24

s PO SEY

Debro Bowen Rees
Chair of the Environment, Social and Governance Committee

6 sune 2024
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CONTINUED

@ Remuneration Committee report

Overview of this report:

The Chair's Staterment

Sers oul o0 overview of the Rermmuaeraticn Committee's ootivhies
during the year and explams the business tontext aganst which pay
dec s'ons hove been maode, both for gur Executive Directars and the
wor<force as a ~hole

Joanne Kenrick
Chair of the Remuneration

Committee The alignment of pay and performance,

Other members: Remuneration Principles and Ofwat Guidance

+ Debra Bowen Rees Outlines the agreed remuneration onnaples underpinming oor pay
{untl 2 February 2024) philosophy, and how we take account of the inierests and views of ou

. kay stakeholders ir determruming remunerabcn goacy ond outcomes
+ Tom Crick v & ' ' Y

+  Alastar Lyons
Meetings held: 5

See pege 99 for Boord

and Committee meeting . )

attendance Remuneration Policy for 2023-25

Se-s out our remmuneration policy for the remamnder of the AMP?

The Committee Chair has been L i
periad which recewed Memoer approval at the 27323 AGM

a member of the Remuneration
Committee since September
2019 and has held the position
of Chair since the Commuitiee’s
November 2020 meeting The
Chair has additional relevant
experience as Charr of o Pay in FY 24
Remuneration Commuttee for

Shows *he amcunts paid to our Sxecutive Directors niesnec
another compuany since 2018

of FY 24, anc how xve pertormed against the targets set for
variable pay

Pay decisions for FY 25
Dutlnas e Corvuviattae 3 approarh o impiemeant ng the:
Remuacrat on Pouwsy for FY 25 for Executa2 Dwrectors

Other important information

Shows otber key stare-cr, infermenon a3 ragoved b, “he Diraciors’
Rerrnsmtion Feporing Fagolatior 5
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The Committee Is responsible for
racommending fo tne Boarg and Glas
Members for approval. {1} the Executive
Directors’ Remunerahon Policy via a
binding vote at least every 3 years (or
earher, 1I¥ coinciding with a rew AMP
cycle); ond {n} the Annua! Report on
Rermuneration via an advisory vote
every yeor

The Committee determines the
rermmuneration for the Chair of the
Board, the Executive Directors ana
DCE members within the parameters
of the approved Remuneration Policy
Although the Chair of the Board 1s o
member of the Committee, he does not
participate in ary decisiens 10 respect
of 7us own remunerahon. In exercis.ng
its responsibilities, the Remuneration
Committee has oversignt of workforce
rermuneration policy and other related
policies, ond of the alignment of
incentves and rewards with ~he
Company’s culture and Purpose, taking
tnese points into account when setting
tne Execuhve Remuneration Palicy and
annual remuneration decisians

Cur Policy was lost approved gt the
2023 AGM. Qur next fu! review will
take place in 2025 to align with the
siart of The new AMEY the Committee's
rerits set out in detail i its Terms

of Reference, which 1s available ot
dwreymru.com/termsofrefergnce.

During FY 24, the Committee
received independent aavice from
Korn Ferry, who are signatories to the
Remunerahon Consultants Group
Code of Cenduct, and their advice 1s
goverred by the Code.

The Cormmittee s satisfied that the
cdvice recewved from Kore Ferry waos
independent ond objective The fees
payable ta Korn Ferry were £85 589
pius VAT (FY 23 £44136 plus VAT *o
Korm Ferry and £38 575 plus VAT to the
previous advisers, Deloitte)

GOVERNANCE REPORT

Section 1: Remuneration Committee Chair's Statement

On behalf of the Board,
| am pleased to present our FY 24
Remuneration Report.

As explained within the Chief
Execatve's message {page 15), Welsh
Water continues to experience the
maost challenging period in its history,
in common with many other water
comparies | am proud of the resilence
of our leadership teom against a
backdrop of difficult operctionai ssues,
management of cur substant-al tong-
term invesiment pregramme, and
sustained external scrutiny from the
media and our regulaters

"he Company has o stated
commitment fo its performance
improvement pregramme, and the
underlying programme of investment
to improve the resiience of the assets
on which we depend There s, of
course, a delicate balance between
funding Investment, managng the
level of bills to cur customers to keep
thern as afforJuble us pussible, and
also mairtaining an optimal level of
financial georning Whilst delivering

on tais infrastructure investment s
absolutely cniticar to our strategy, some
of the benefits that will flow from this
will not be fet tangibly for @ number of
years

In November 2023, we pubished

our Service Commitment Plan {SCP}
which set out our plans fo cddress the
areas In wnich we currently fall short of
Ofwat's regulatory expectatons, These
are leckage, per capita consumpt on,
supply interruptions, drinking water
quality, ma ns repairs, pollutlons and
rreatment works complionce. The SCP
outlined our planned actions and
goats in FY 24 and FY 25 to return
these areas as quickly as possible fo
the performance standards that our
customers, Members and regulator
rightly expecr, witn the aim that by FY
25 Welsh Water 15 no longer assessed
to be o lagging company

To achiave the FY 25 targets set

out in the SCP will be stretching for
maonagement, not least because therr
delivery may be impacted by faclors
outside of cur confrol For example,
weather events such as excephionally
high roinfall can affect the ability of
our assets to furction as intended,
which can In turn negativery imoect
factors such as water quality, leakage
and pollution Incidents. A severe
drought or freeze thaw, both of which
occurred in 2022, has a mafterial
impact on the propensity of opes o
burst, offecting both our leakage and
poliut on deliverobles Nonetheless,
we are striving hard fo implement this
armbit ous action plan in ol areas
Accordingly, for FY 25, s as to o1gn
manogement as closely as poss ble
with the delivery of the SCP we have
set the SCP targets as the stretch
deliverables within the operational
performance part of the Annual
Vanab e Pay Scheme ("AVP"), itself
comprising haf of the AVP potentual

In my starement last year | reperted

on the restatement of regulatory
reporiing of ieckage and per copita
consumphon far prior vears ns revealed
by our Internat Gssurance processes

As a consequence of this restatement
the Committee last year considered the
applcanility of malus ard clowback
provisions within the compony's
varioble pay schemes. As regards
clowlbock the Committee concluded
that the vanable poay outcomes for FY
2Yard FY 22 remained reflective of the
overall corporate perfarmance for those
years As regards malus the Commitiee
occepted the CEQ and CFO's offer

to wave therr FY 23 varnab'e pay, a
decision in par* linked to the Regulatory
Reporting Review Ofwat’s formal
investigahon of this rrisreporting in
2024 had findings largely consis*ent
with our own review The Committee

is, therefore, satisfied that the actions
taken last year remain approphnate

It1s agonst This demaonding backdrop
that the Remuneration Committee
rnusT make its decisions on reward

for the Executive Directors and the
rema.nder of the Executive Team (DCE)
The Remuneration Commuttee has o
careful balance to strike, with many
factors to consider
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@ Remuneration Committee report - continved

For example, berchmark dato
cansistent'y shows that the sataries
and total remuneranion cpportunity

of our Zxecutve Directors are among
the iowest in the UK water industry

On the other band, public athitudes
tawards remuneration withir the water
industry as o who e as well as politicol
and regulotory developments, place
pressure on ~he Cormmittee to confinue
restraint in the decisions we make

0n executve pay Furthermore, when
making pay dec'sions now, In particular
with regard to setting approprictey
stretching targets for vanoble pay, ¢
has to hove rega-d to the hme 1 will
\oke for tne performance iImproverrent
imhiatives and irvestments currently
being underfaken to deliver the
projected benefits

The Committee consiaers that the
manner n which “he Company's
maonagernent team s fac<ling the
challenges faced by the business,

and 1fs progress 1n implementing the
plans it tas developed fo improve
perfarmonce, demons-rate the depth
of expernence and commitment of our
Executve Directors ard the DCE It s
cr hcal as we look forward into the nex*
AMP cycle that the Company 's able to
artract and retoin strong ‘eaders both
o' Executive Director vevel and of serior
rmanagement level, of o fime when the
water industry moest needs therr The
decisions we maoke on remunerat on
Aow and In the future must be *aken
carefuly to ensure that this 1s possible
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The decisions and debates “hat we have 25 o Cammuttee about
directors and exacative rermuneration include careful considerat on
ot how we remunerate our emp oyees and to ~eedbock from the
business os to the wider emploves experience

For i 25, we have agreed an employee pay rorease of 4 2% for
auc wider vorkforce following “he agreement we mode with the
Jnions at the start of th s AMP 11 10 line vath the rate of CPIH In
Decenber 2622

We have corhnued to evolve cur process of engageTent with
ernployees, and | have met with a small focus aroup of colicagues
froum withun the business "o understand ther porspechves on ther
own remuneration and 1o explain and discuss Pow our principles are
applied af Zxacutive Directar lave

The company haz a copimng foaus on diversity and inclusiar, und
1 tnot context | was very pleased fo see that our meadian gonder
pay gap for 20232 {pubhshed n Apnl 2024) showed anly a shght
increase from 3 6% tu 4 8% mairfy due to the increases in the
murmber of females in the lower paid halt of the workfarce The mean
qender pay yap cantnued to reduce fullirg fram & 0% 11 2072
W5 A% 0 2023 e respect of our panus poy Japs the mediun
continued to be cero due to the nclusive nature of the cofeajue
reward scharma whilst the mean tcreased to 17 1% 0 2003 (2022
o 4% maniy due to some semior female eaders teas ng durn g

the year

« Saiory increase for emplovees affective from ™ Aprl 20235 6 2%

» Colleague teward scherre payout of £1.000 pad in June 2023

¢ Empicyee Vanable Pay Schemes Company partich pard 1 ouly
2023 at 31 2% of moximum kased or performance achuevad

= Gender poy gap mediar of 4 3% and mean of 557, as at
soapskot date 5 Apnl 2073 Zthoicw, nay gao (calculamed and
published tor the first timme) madhan of 347% and mean of

53% os af enapshot date of 5 Annl 2023

« Salory moreGse for employeas effect vo frome T Apn] 2024 4 2%

+ Colleonus reward schare
July 2224

payout Sf £1 7000 ¢ be pod a

v Employvee Var able Poy Schames Company parioa fo be parl
N Juary 2024 ot "2 13% of moamum besed on cerformcnce

achuersd




Although we are not a listed company,
we adopt governonce app'icable to o
publicly Iisted company We therefore
put aur Remuneration Policy to Glas
Members for approval at leas? every
three years Our mid -cycle Directors'
Remuneration Palicy for the balance of
AMPY was opproved by Glas Members
at the AGM 11 2023, ensunng that the
po icy and operation of our varicble
pay schemas align with our key
performance and delivery objechves for
the remainder of AMPT Qur next full
policy review w Il toke place in 2025,
algning with the AMPE De-ermination.
“he Committea’s focus in FY 24 has,
therefore, been on *he successful
implementation of ocur varable pay
schemes during the yeor

further detall on the gonned cperation
of the AVP for FY 25 15 seT cut below
The LTVPS approach and rargets will
remain unchanged for 2024/25, as
these were set o the start of AMPY

The Commuttec reviewed the outcome
¥ the AVP and LTVPS scorccards
following the end of the financial year,
and the full cutcormes are set cut N
Section 4

For FY 24, tne formula-baseo
scorecard out-furn resulted 1n payouls
fo tne Executive Directors of 25 77%
of nax mur Payouts agalrst our
Customer, Operchonal and Strotegic
goals were 7.06% out of 30%, 6.25%
out of 50% and 12.46% out of 20%
respectively

This was inrdicative of the stretching
~ature of the targets and the
challenges that “he business faced,

as detaled above and also mare
extensively within the Chief Executive’s
messoge We recognise fhat the
perfarmance improvernent p ans
developed and now be ng implemented
by managemen* together with tne
supporting investment projects, would
not immediately impact the operatonai
KPIs that we have set in our AVR This
rmeant that six out of seven of the
operctional measures were not met
during FY 24

With regards to custemer metrics, we
scored between threshold and target
against the customer service measures
set for last year

Finally, the Remuneration Committee
ossessed performance agoinst our
strategic metnics to be around on-
target with both the preparation of our
PR?4 submission and the kilometres
of river improved ~ a key envircnmental
metric —ahead of target,

Having reviewed the outturn of the
scheme, tne committee also gave
deta.ed consideration to whether it

was appropriate fo exercise discretion
to amend the outcorme in any way The
Committee considered that Ofwot’s
final determina*ion metrics provided
stretch ng targets for the busiress thot
were challenging to achieve, and thaot
the scheme had operated as des:gned
in reflecting this [n this discussion,
sericus water guality events, pollution
prosecutons, and health and safety
pmertormance wee also key factors
Consideration was given to o report
recerved frorm the Quality and Safety
Committee outlining that there were

~a category 1 pofiution incidents and,
with regard tc the seven cotegory €
incidents, there was no fish kill Alsg,
health and sofety mcdents had been
at their lowest ever level dunng the year.
Given this information end the foct

that the comrmittee felt the ocutturn was
representative of overall performance in
the rourd the committee elected not to
exercise its discretion on this occosion.

For FY 24, the formuleic scorecard
out-turn did not result In payouts

to the Executive Directors as the
threshold levels were not reached More
specifically, our Totex performance
reflected the deployment of additicnal
crifica’ ‘nvestment in our gsset
improvement programme and was nof,
therefore, meat Cur ODI! parformance
was particularly impacted by high
leckage ond water main burst penalties
which rmare than offsel above target
performance In other elements of the
scorecard {for example, km of river
improved)

In ine with the aormal annual cycle,
the Carmmuittee reviewed salary -evels
for tne Executive Directors ang the

GOVERNANCE REPORT

DCE members in March 2024 The
Committee considered several reference
points, neluding the proposed Increcses
for the wider workforce, business and
individuc| performance in FY 24, and
the wider economic context As a result,
the Commuttee decided to increase
Executive Director salanes by 4 2% from
1 Apnl 2024, 10 ine with tng increase for
the wider workforce

Tne Committee believes that this is
an appropriate Increase given tme
current context but 's mindful thot this
leaves the executive at the bottom of
market comparison The Commiitee
had reviewed the car allowance for
the Executive Directors last year, and
founa this was well below the market
rate. It therefere impleamented the
second phase of the increase to the
car ollowance for FY 25 tak ng 1t from

£8,500 to £12,000

Ine Commitee also reviewed the fee

for tne Chair of the Board, taking into
account external maorket benchmarking
ond nrernal relotwvihies, “he Committee’s
conclusion was that it was appraopriafe
to award a 4 2% increase to the Crar,

In line with the increase apgled to

the Executve Directors and the wider
workforce

The fees of tne Non-Executive Directors
were reviewed by the Boord (excluding
the Non-Executive Direcors), who
decided that the base fee should
remain unchanged, but that the
separate fees for chamng the Board
Committees snould pe increased by
£2 500, as follows.

= From £10,000 ro £12 500 per
annum for the Chairs of the Audit,
and Qualty and Saofety Comrmuttees

» From E7500 to £10000 per annum
for the Chair of the Remuneration
Committes

+ From £2 500 to £5000 per annum
for the Chairs of the Eavironmen:al,
Social and Governance, and
Technology Committees

The Senior independent Director (SID)
receives an addihonal fee of £10000
per annurm which s unchanged from
last yeor

Solaries and fees appivirg for the
Directors in FY 25 are set out on
pages 17 and 148
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@ Remuneration Committee report — continued

Forthe FY 25 AVP o porentiol
maximum of 100% of salary may

be earned, based on performance
acnieved In lire with the Committee's
annual rev.ew of the scorecard of
maasures, |t determired tnot the
overall weightirgs of 30% Customer,
50% Qoerational ard 20% Strategic
rerma ned appropriate for the
Company's business ond stokehalder
priorities

Given, however, menagement ond

tne Board's overnding focus on
perfarmance improvement, the
Committee hos determined that the
metrics *0 be used in the Operational
Performance elernert of the scheme
should be aligned with the measures
10 the SCPR being “hose in which we are
not considered by Ofwat to se meeting
tne expected regulatary standards
Accord.ngly, the target ranges set

for cach measure {which will be
disclosed 1n full moous FY 25 Directors'
Remuneration Report) will be algned
wi*h the extent to whicn the SCP s
detivered duning FY 25, and require
progress to pe made above the FY 24
pos hon in order for ory poyment to be
considered

The Commitiee aiso reviewed *he
weigh*ings of each mefric in the fight
of the Company's internal prior-ies
cnd regulatory expectotions As g
resw? if has allocated 35% of the tool
AVP potent al directly to performance
against environmental measures
(namely oollunion inoidents, woste
water complionce, leckage ond km of
river irmproved}, with 20% based on
poluhon incioents Further deto) on
tne preakdown of the AVP metrics for
FY 25 s set out on page 18
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We weicome the views of our Members
when rmaking judgements ono, among
other reference points, actively consider
fnese views In the Remuneration
Commm.ttec's meeatings. At the July
2023 AGM, | explained to Members
tne challenges that the Remuneratior
Committee hos wiren making

gec slons an executve remuneration

I am plecsed o Members show
consideraton and understanding of the
issues tnat we face, and we received

a high .evel of support from Members
on the remuneration reselutions
Where Mambers voice concerns of
raise questions, | achvely follow up
directly to furtner hsten to ond discussy
suggeshions and perspactives All
member feedback 15 also discussed

by the Remuneranion Committee We
oppreciote afl feedbock bo'h through
the formal AGM process, as well os
d.rect from Members, and welcome o
crass-secton of views

During FY 25 ' p'an fo run o session
with new Mambers to explain the work
of the Remuneration Committec, aur
executive rerruneration principles

(set out in Secrion 2), and how the
remunecahion polcy ooerates In
oda'tion, as well as my annual update
on remuneration ot the AGMan July
over the course of the year we mtend
to undate Memoers os o the work

we hove carred out during 2024 10
developing the [emunerat-or Solicy for
tha next AMP whicn wil be presented
at the AGM in 2025

Towaras the end of FY 24, tne

Comm ttee began planning for the
more substantve 2025 Policy Review
tnat will coincide with the start of

the AMPE cycle This wal look 1n
detoit at how cur schemes align fo
the Regulotory Deter~unatior {once
agreed) ‘o gasure t10* OLr @xecunive
rermunerotion stryctures approprictely
supnor® *he aelvery of the eoerctional
priort es whiech we arhcipate witl form o
key part of the De-errveation

ROED 47 VAL 202
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As [ noted in my infroguchion, the
Commitree 15 very sensitive to *he
challenges faced by the water industry
at present, the related oubhc santiment
and the heightenea regulatory scrutiny
an executive poy that has been
annaunced by the UK Governmeant
and Ofwat Notwithstonding these
factars, the Commtree must ensure
the Company rema ns an altrachve
olace to work, where strang effectve
.eaders {as with employees throughout
the Company) feel volued and foirly
remuneroted for their efforts and
achieverents clang the path to
delverirg their end cljectives. It s
against these consideratiors that

the Commi-tes will be reviewing the
Remunerat on Policy for the next

AMP cycle, and o range of different
aporoactes wll be considered

I'look forward to engaging with Glos
Members, colleagues, and other
srokeholders dur.ng the yeas 0s our
review progresses

v

Joanne Kenrick
Chair of the Remuneration Committee

& June 2024



Section £: The alignment of pay and performance,

remuneration principles and Ofwat guidance

GOVERNANCE REPORT

In December 2019, Glas Members approved an amendment 1o cur Arhcles of Association to set out clearly our Purpose, which
we have been commutted to delivering since 2001 when Glas Cymru acquired the business of Welsh Water. Our Purpose, which
1s set out on oage 05 of this Annua) Report, has informed the development of our Remunerction Principles, os set out oelow

The Chair of the Committes regularly discusses with Glas Members the «<ey Remuneration Principles that apply to the
Committee's work The Prirciples, listed in the taple below, were last shared with Members at the 2020 AGM As the 2023
Policy Review was a mid-cycle review takirg us fo the end of the AMPT regu.atary cycle, "he Princ’ples remain unchanged

Remuneration should

help align the interests of
Drirectors ang employees
with tne Group's customers,
and reflect the Company's
Purpose and values

Remuneration should
reward/incentivise *he
long *erm inferasts of
the business, premote
its long--erm sustainable
success ond reflect its
agreed future s'rategic

Remuneration should be
focused on the issues of

key concern to the business
- water and environmen*al
guality, customer service and
finencia performance

Rermuneration should reflect
Welsh Water's aim 1o be
one of the vest-performing
componies In the sector.

approach

o

Remuneration 1s intended to
incentivise marogement m
the absence of shareholders
and shore options.

Remuneration targets
should be stretching in
relation to post performance
and in comparison with
other companies in the
sectar. Where poss ble, they
should be hard numbers
that can be avdited

Rermureration skould be farr
and competitive 1n relanion
to the sector and intermnal y
so as to help attract

and retain high-caliore
individuals,

An appropriate proportion
of remuneration for the

£ xecutve Directors should
be variable so as to achieve
the right balance 1n reiation
te nsk taking

o o)

12)

Remuneration will be
fransparent to Glas
Members and reguiarly
subject to therr approval

The remuneration structure
shou'd be sufficiently clear
that those affected by it
understand what it 1s airing
to achieve

Remuneranon should tcke
account of the Cempany's
non-sharehalder model, and
the views of Members ond
other stokeholders.

Decisions made by the
Commettee should take
account of workforce
remunerat on and related
policies, and the alignment
of incentives and reward
with culture

When developing the Remuneration Poicy and considenng its implementation for FY 24, the Committee was mindful of the
objectives of Ofwat's Guidance on Board Leadership, Transparency ana Goverrance, and the FRC's UK Corperate Governance
Code The Committee considers “hat the Fxecutive remuneration framework opprooriately addresses the followmng factars:

Clarity

Thke Committes is commuittad to being epen and transgarent on matters of poy We seek to go

this tnrough our high level of disclosure and ¢ ear report ng In toking its decis ons, the Committee
“ollows the Objectives of Ofwat's Guidance on Board Leadership, Transparency and Governance,
ang the requiremenrts of the FRC's LK Ceorporote Governance Code (the Code). Actual incentive
outcomes arg set out in the Remunerotion Repor- each year

Simplicity

We airm to make our remune-ation structure clear fo all parhcipants so that all those affected by it

understond It and 1*s purpose Where possible, our remunerct.on arrangements are n hne witn JK

best prachce

Risk

The Committee nas discretion 1o adjust AVP and LTVPS cutcormes 1i* 1t cansiders these inconsistent

with overall Comoary performance, fa<irg 1n'o account any relevont facrors Malus and clawbaock

provisions apply to poth the AVP and LTVPS

Predictability

ANNLAL L0017 & ACCCLN 5 -0

Maoximum opportunihes for AVE and _TVPS are set out ir the Palicy, with cctua! cutcomes
depending on the level of performarce achieved against specific measures
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CONTINUED

@ Remuneration Committee report ~ continued

Our Palicy has been designed to strike o bolance between loag term and shor-term measures
linked to the Company's strategic plan A significant proportion of our rernuneration arrangaments
for Executive Directars s tied to the achieverrent of siretcning performance conditions to ensure
Indviduals are rewarded fairly for success

When berchmarking Director pay we consider the dato 'nits context inctuding the complexity of
tne role

Proportionality

The use of *he some key rmeasures for all vonable pay schemes ensures “ronsparency and a sense
ot shared ownership of tne targets because *he annual aword of every colleague s determined by
achieverment against 1ne same key targets, 10 a greater or lesser degree

Alignment fo
culture

In sethng re~uneration policies, the Cormmittee is focused on the need to aftract and retain individuals who can meet the
short and lang ferm cnallenges that the Group faces

Pay must be sustainable and encourage a facus on achieving the long-term strategy of the Compony. 1t rmust olse be farr to
individuals and the wider workforce The Committee 15 mindful when setting the Rerruneration Pol cy and determ ning pay
aotcomes, of our not for-shareholder model

“he Committee is deterrmined “hat remunerahion should rot reward poar performance and tha” we snould be “ransparent
about the reparting of performance This is closely oi gned to the Group’s wision “To Earn *he Trust of our Customers Fvery Jay'

This report includes an explanation of the Compony's Execuntive Pay Policy and how the criver.o for oward ng short and
long term variable remuneration elements ore linked to stretching debvery for custorners ona are rigarousy apoted

Our Remunerot on Policy for Executve D rectors considers the perspectives of our infernal and external stokeholders, including
cur customers, employees, Members, re evont regulatory bodies ond wider society We look of this 0 terms of how stokeholders
should Inf.uence the sefting of remuneratior policies, as weil as their influence on pay sutcomes Throughout all such
decisions, there 15 the need *o bolarce stokeholder expectations with the need -o aftract and retan key ind viduals with the
relevont expenence ond copobil hes

How do we Members play an We do not hoid o As part of our broad Where the reguiator
engage on essential governance specfic engagament co'ieague engagement seeks to direc*ly ergoge
2 rG e 1IN GPRrovINg our program with our progromme, we on pay matrars we

pay? <emuneraf.on Folicy custorrers on Execut ve discuss the rofe of respond apprepcaotely.

and outcomes rerruneration mafters the Rermuneration

We engage annually at However, as ane o° Committee the I'n<

the AGM and ensure tne largest companies between parformance

the Rermuneration in Wales with o ard remuneration ond

Committes Cha 7 is significant impaoct on rerruneration policies

avarable 10 discuss pay  tne s0Ci-econo™MIc far ~he Executive

ssues with Members landscape "he Drrectors ond the wider

as requirea Cur Comm ftee s very business [he outputs

Rermunerat or Zohcy s sensiive fo e high of such disc.ssiang

sublect to approval at puphc profile of are fed nack to

east every three yveors, rer~unergtion, and the rhe Rerunerohar

and an advisory vote on sentmeant of customers  Committes,

the rest of the Direcrors” as wel os soc ety os

Rermrunerat or Report o wnaie 1nis frames

takes p ace at every all of our decisions o

AGM Executive remunerQtion
Link fo 00600 00600 00d 000
remuneration
principle(s)
number

138 ANPLA_ oo
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Governmental and
Regulatory bodies
{e.g. Ofwat)

Customers and
wider society

Impact on
remuneration
outcomes
{examples)

All Executive pay
decisions are made
having considered
the views of
Members.

While there are

no specific targets
within our variable
pay schemes In
relation to Members,
the Remuneration
Committee’s
discretionary
powers rrean thot
all poy cutcomes
are deterrmined
based on ensurnng
cccountablility to
Memuoers [among
other stokeholders).

= Vaoriable pay,
both short ferrm
ard long term, s
focused heavily
on the underlying
performance of
the Campany In
delivening for our
customers
Customer service I1s
directly measured
In our AVP through
our B-Max, C MeX
and D-MeX rotings
{Ofwat's customer
experience and
delvery ratings)

« in the LTVPS, haolf
of the scorecard
is focused on
delivering agamnst
our AMPT customer
cormmitments

« The Remuneration
Committee may
exercise its discretion
on remuneration
outcomes o toke
account of customer
experience

Executive pay
dec'sions are

made ogoinst

the confext of the
wider workforce

- ftor example,

one of the moin
reference points the
Commitree uses for
setting solaries is the
percentage increase
acress the business.

Where we feel it
1s appropnrate,
employee metncs
are included n
the varioble pay
schemes For
exarmple in FY 24
we have included
the percentage
of female senior
managers as a
metric

Cur remuneration
framework 1s built
around our S-year
regulatery cycles.
At tne time of socn
AMP de*ermination
we look closely at
our Rermuneration
Po'cy to ensure It
most appropricte y
incentivises delivery
of commitmen=s
under the AMS,

But without taking
undue nsks.

Hence, the

major-y of the

AVP and LTVPS
scorecards are
directly connected
with the delivery

of the regulatory
determination for the
current AMPT period,
around wh ch all

our business plans
are based

The Remuneration
Committee may
exercise its discretion
on remuneration
outcomes taking

Into account

wider business
performance,

which can include
regulatory breaches.
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CONTINUED

@ Remuneration Committee report - continued

Section 3: Summary of Remuneration Policy for 2023-25

“he AMPT Remuneration Pohcy was approved by the Glas Members at the AGM held on 7 July 2023, and the key elerments
are set out in the table below

Purpose ond

reta n tugh calibre
employecs

Execu*ive rrectors, are anfitled
to @ Mmaxirmum employer pension
contrioution of 11%. Eugible
empioyees have the opportunity
to opt ou ard receve a cosh
allowarce If tne maximum

emp oyer contribution rate for the
wider workforce changes then
this new rate would also apo'y 10
Execwtive Directors

Pensior penefits for all
emaloyees wha oarfrapated n
the DCWW Pension Scheme
contirue to 1ncrease nline

with increcses In *he - base
saary These ncreases are also
provided for 10 the Zrployer
Funded Retiremen Benefits
Scneme in which Perer Parry
part.cipatas

Life assurarce ot 4x base

solory 15 provided far Executive
Drrectars ard cll employges who
porhzipate r tne DCWW Group
Persora Pension Plan o7 Pens an
Caosh Alterrat ve Plan

T40 ANS AL - ACCLUNTS SO Tol oA SN T VA CH 207

aliowance 1s equivalent

to the employer
confribution of 11% of

sclary iess employer Nl

contribution

link to strategy
Base salary To help attract, Normally rev ewed annually and Annual Nncreases Annual
retain ond motivate any 'ncreases typically applied generally linked o Performance
high calbre with effect from 1 Apnil. Salary those of the wider Reviews
employees reviews wil. reflect workforce, though
ol o the Remuneration
o ?' experience an Committee retains
perfarmance discretion to award
= Wider economic cond tons. increases fo Individuals
¢ increases owarded throughout  cbove or below
the rest of the workforce this level where
+ Pericdic reviews of appropnare
remiuneraticn within the
water sector
Benefits Te provide a Directars may be eligible Value of benefits is Nonre.
market-competitive for private health cover and bosed on fre cost to
benefits pockage permanent health insurance. the Compary ard Is
to help attract ond not predetermined
e Other benefits such as P
retan employees
. . relocatior expenses or “ravel/
Feal*hcare benefits
accommodoton allowances may
alse premafe be offered as ropriate
business continuity ec os opprap
Pension Ta help attract and All employees, including The maxirum cash None




Purpose and

link to strategy

GOVERNANCE REPORT

AVP

To incentivse the
annual delvery of
stretching targets
ana delivery of
sTrategic goals.

AVP targets ore reviewed
annualy by the Committee

Perfarmance 1s measured
against threshold, target and
maximurr levels

Qutturn against targets s
determined by the Rermuneration
Cornmuttee ofter the year-end,
based on performance aga nst
targets

Awards earned ore paid os cash,
are not pens onable, and are
subject to clawback provsions
[see cetalls on page 142).

AV owards may be vaned (erher
increased or decreased) at the
discretion of the Commt-ee to
better aligr with the performance
achieved, including to reflect the
experence of customers

The AVE rules aliow the
Committee to defer the
payment of any awards until
the completion of an ongong
Investigation,

Maxirmum AV
potential of 100%

of salary, for the
achieverment

of stretching
performance -argets

Measures are
se‘ected by the
Committee eoch
year with ot least
80% of the award
based on Customer
cand Operahonal
measures aligned
to regulatory
measures
confained within our
Business Plan

LTVPS

To align the
long-term focus

of the Executive
Directors with those
of Welsh Water's
customers anc
stokehalders

To incentivise
achievement of
the Company's
lena-term strategy

Cash awards based on stretckhing
performonce targe*s

Ferformonce 1s measured against
threskold, target ard maximur
levels

Performance against the
measures I1s assessed over the
S-year perod of AMPT Intenm
payments are made on an annual
basis, normally copped ot the
overall target opporturity for

the yeor, unless the Committee
determines otherwise

| TVPS awords may be varied
{either ncreased or decreased) at
the discretion of the Committee to
better align with the performance
achieved, includ'ng to reflect the
expenence of custorners Awards
are subect to clowback provisions
[see detals on poge 142}

The LTVPS rules ailow the
Committee to defer the poyment
of any awards until the completion
of an ongoing inveshgation

The maximum
potent.al award for
the Chief Executve 15
500% of salary over
the 5-year regulatory
period {to o maximum
patential award of
100% per annum)

For other Executive
Ditectors, the
maximum potential
oward s 300% of
salary over the S-year
regulatory overiod (-0
a maximum potential
award of 60% per
onnum)

Untess the
Remuneration
Committee
delermines
otherwise, 50%
based on Totex
performance

and 50% based
on o range of
performance
developmen®
measures relevant
"0 achievng

-he Company's
long-term goals
and ahignea

*o regulatory
measures
contained within our
Business Plan
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CONTINUED

@ Remuneration Committee report — continued

Purpose and
link to strategy
Non-Executive To provide an The Rermuneration Comrutee Non-Executive Annual Review.
Directors' Fees OPpropriote level of determires the fee payabie to the  Directors rece ve a
fee to oftract and Chair of the Beord Separately, base ‘ee. Addihonal
retQin 1nQ viauals the Executive Directors ard the fees may be paid to
with o brood range Charr approve the fees payable reflect additional "me
of experience and to the Non-Execut ve Directors commitrments and/
sk Il to support The Company may maxe o or responsibilites, for
the Board 1n the payrment In respect of any example to the Senior
delivery of its duhes  associated tox lablity where this Independent Director
1s cansidered to be appropniate and to Comm ttee
Chaoirs

The elements of the Remuneratior Policy which address Executive Duecters joining and leawving tne Board are sef out in the
2023 Annual Report, which 1s avao ioble af dwrcymru com/giascyrureports

"he Comruttee may claw back AVP and/er LTVPS awards in the following circumstances

« Materal misstotement or a calculation error 11 assessing any Glas Cymru Croup (Croup) member company’'s results
+ Matera fallure of rsk managemen- in ary Group menrber company or a relevart business unit
+ Gross rmisconduct or reputational damoge caused to Dwr Cymiru {the Compony} or a Group member company

« Matena, corporate folure in any Group membe- camgany cr a relevant business unit

VP awards cam be clawed back either pricr 1o the payment of the award for o partcular perfermance year or 10 the following
performarce year

LTYPS awards can be clawed back either prior to the payment of the award for o particular performance year or
Jntl the accounts for the year fo 31 March 2028 nave been audited

Section 4- Pay

As well as being responsible for setiing the Remuneration Policy for the Dxecutive Dicectors ond DCE members, tne
Rerrunaration Sommittee mointains oversight o° pay oolicy across the Group Workforce pay policy (5 agreed witn our
recognsed rade umons and fol.ows the ferms of our Workirg Together and Household Customer Services Partnership
Agreements

The Arnual Gerera Saary Award s agreed with our recognised trade unions ond salaries are uplfted corsistently across
the wor<farce

For FY 24, 1ne wider workforce mad an agreemert in place to award ar ncrease 10 hne with CP!E in December However,
n par-nership wi'h our frade unions, we agreed an increcse of & 2%, (3% lower than C2IH . December 2022) ard o
cost-of-lving payment ¢f £2000. Pens or oenefits are ciigned acrass the Company with all Group Personal Pension Plan
membars enttlea to receve the same emproyer cortmbotior as o percentage of salory, In ine with test practice

The Arnugl Varable Pay Scheme (AVP) (for colleagues pelow Executive Drector lever ana akove Bond 5} and the Colleogue
Reward Screme (Bands 1-5) use a rumber of stared key me*rics - notably those linked 1o Customer, Performarce and
Cxpendr-yre This ensures karsoarency end o sense of shorec ownership ©f the orgefs

The AVP for colleagues above Bona 5 includes an e ement of opcortunty basec on achieverrent of personol ogjectives, as
well as on tre Company s oerformance Max mum opporturity ranges frorm 10% to 60% of base so'ary, depending o~ bana

“»e Colleague Reward scheme ‘or 3ands 1-5 does not nclude o personal eermer’ and the level of payout 1s bosed entfirely
en tne Compary's performonce cgoinst the idertificd metnes The max mum oppor-unity urder the Colleague Reward
scherme 5 £1500 Ine actual poyout In respect of the 7Y 24 perfarmanze year s £1000 {FY 23 £1000)
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How much Executive Directors were paid for FY 24 {Audited)

Peter Perry Mike Davis
FY 24 Fr 23 FY 24 Fr23
£'000s £'000s £'000s £'000s
Fixed Pay Salory 355 347 281 270
Berefits' o 1 1 1 B 7
Other” 8 o 5 8 -
Pens an and pension accrual o 343 445 21 26"
Total Fixed Pay 398 Hii“——;QZ N7 297
Variable F‘o; T Annual vonable pay - AVP Yl - 72 -
Long-term mc:e;hve - 1 TVPS - "_“"":" - _
Total vOn;t:u;—P:; B an 72 _ o
;t;l Singl;;-'ri;;:e—o-'l; Remuneration 489 ers 389 297
Less Defined Benefit Pension Accruoi 7 - B —(—41"5) -
Total Single Figure of Remuneration excluding DB Accrual 489 380 389 297

Taxabie benefits relate "o orivate health cover
For bo'h bxecutive Direciors this represerts o caor allowarce of £8 500 ror Peler Zerry, in Y 23 this represen's a £5,000 cer ol awance

The tatal of £34k compr ses £0 Defined Benelit pension accrua [sce pelow) and F34k pens.on alternative cash p.an peyments eau vorent to 11% of
salory ess Emoloyer NIC Peter Doy erystalised mis ceasion berefits wen effect frore 1 August 2073 and so mere wil be ro furrmer Dof ned Serchit
persion accruais recogmsed for Perer Perry from thes dare

c 1n FY 23 *me total persion far Poter Perry, of £445k, compnsed £477k Defined Benef t pensior accrual ard £32% pens on alternative cash plan
paymerts equvalen: to 17% of saiary less Errployer NIC

The £412< wos not paid in *he yeor and re'ates to future pers an provision in | ne witn ponsian scheme rees and egis anon "ne figure s bosed or
HMRC's orescribed method of valuirg the Defired Berefit pension accrued 1n the yeor os a resylt of the ncrease n final Persanao e Soy

Tae presertat.on above rcudes o'l Single Figures of Remuneration borh nc'uding ana exc uging tre DB pension accrua’ n the yeor to aid
Jnderstand-ng of users of th s repart and refiect ng the innnsicaly different ~ature of pos= rer ‘emen benefi~s ana otner elements of Lxec.tive

remuneralion

This represents persion olterrotve cosh plan poyments equivalent to "% of salay ess Employer NIC

Pension benefits for all errployees wha participated in the DCWW Pension Scneme, a defined benefit scneme, continue

to 1ncrease 10 ine with increases in tharr pensionaoble salary These increases are also orovided for in the Employer Funded
Retrement Benefits Scherme n which Peter Perry participotes. Peter Perry crystallised his pension benefits with effect from 1
AugusT 2023 Tne pension ocerued by Peter Perry dunng the peried 31 March 2023 1o 1 August 2023 (when accrua ceosed)
15 shawn kelow

Revalued

Capitalised copitalised Copitalised
vaolue of value of Accrued value of Pension Input
Accrued occrued occrued annual accrued Member  Amount (net
Normal annual pension at pension at pension at pension at contributions of member
refirement pension at 31 31 March 31 March 1 August 1August paid during the  contributions)
age March 2023 2023 2023 2023 2023 year 2024 2024
Peter Perry 60 £224935 (4298695 {£4953063 £230,570 £4,611,404 - -
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CONTINUED

@ Remuneration Committee report — continued

“he foble below shows tne performance against the targets ‘or AVP for FY 24 Where the final outcome for a particular
torget 1s not avalab e os af the date of this report, the award reported 15 based an a currert best estimate These values may

therefore change

Lp o 100% of salary can be earned in any year by both Peter Qerry ond Mike Davis. Per‘aormance achieved in FY 24,

Jnder @ach metric against the target ranges set 1s shown below

FY 24
Threshold Target Moximum Perfarmance
Element Weighting Metric performance performance performance achieved
Customer service 30% C-MeX {Ronking) 6th _ 3rd Ist Sth
D-MeX {Rank ng) 12th St 6tk Mh
8 MeX (Score out V
. - of 5) . 43 44 45 i 43
Total p;r:enfoge of
Salary for Customer
Service ) 3 L) 30 706
Operational performance 50% W;zfer: - -
Tap water qualty (CRI
Score} o 545 450 20 T4
Interruptiors to supply
Ammss) B2 08:48 0800_ 2316
_Leckage {M1/d) 2393 2253 218 3 26161
Acceptability ;ﬁ Warer
_leontacts/1000) 730 7oz s 248
Wastewater:
W and WW reatment
Works compiance (%} B 98 32 - 99% 100 o a7 34
‘Fioﬁuhor* tncgem: )
_lncidents) AN ar 7 7 108
~ternal sewer flooding
- N ncidents} . 217 20 203 20
Total percentage of Salary for
Operational Performance _ ) ) 5 30 _ 50 625
Strategic Goals 20% _PR2< preparation Achieved Exceedea  Outstanaing  Outs anding
Km of river \mprorved 170 294 a8 345
Credit Roming 1 noch Negative Current Negative
perforrmance dowrgrade outlook Rat'ngs outloo<
Tfo;f ferna e senor
) ] i manogers - 26 29 3z 24
Total percentage of
Salary for _Sifofegic G«_m!s ) 2 - _1? B 0 - 1?746_
Total percentage Award
Achieved 2577

The overall performance cehieved for FY 24 n the Execurive Directors’ AV2 was 25 /7%

total awards *c the “xecutive 3 rectors of

Perer Perry
“ike Davis

£774°7 75 (25 77% of salary) paig 10 July 2074
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Varicble pay ot Welsh Water 15 an important component of the remuneration packege Philosophically, the concept of vanable
pay 15 *hat executives are expected to have a reascnable chance of acheving a payout of at least threshold, neting our relative
benchmark pos tion on saleries

The ranges set out for each metric under the AVP are set on on individual basis by the Remuneraotion Committee, foking into
account a range of factors. Set out below are the principles taken into cccount oy the Committee in relosian to each of the
areas of the AVP

Customer Service Metrics

All custormer service metrics are set by reference to tustoric performarce Threshold perfarmance 10 FY 24 was based on the
prior year scores with target ond stretch both being an immprovement on prior years

Operational Goals

In relation to the Operational Goals (1 e, “hose connected directly to the AMP 7 Final Deterrnination), the factors faken into
account included but were not limited to.

T Prior year performance - in FY 24 na thresholds were below FY 23 boseline performaonce

2 Internal plans - which would tymcally inferm the on-rarget level of performance

3 The Ofwot Fina Determination  1n FY 24 the stre-ch targets were aligned with “he I' nal Dererrminotion

Strategic Geals

Strategic Goals are set each year to align to a range of core additiona organisational priorifies For eacn metric the
Remuneration Commitree wll review the ~hraeshold, target and stretch performance required with o view to ensuring thar these
provide a procortionate degree of chaollenge to the patential award ovailable

Linder the LTVPS for tne periad 2020 to 2025, performonce Is assessea annually against nterim goals Intenm poayments are
made up to 60% of maximum for each of the twa elements Totex performance, and Overoll ORI outcomes for performance
development measures. Overall performaonce s ossessed over the five-year penad of the AMP. This could result in payment or
recovery of any under or averpoid amouants ir the inal yeor

tor b ¥ 24, the performance achieved tor cach target was as shown below | he overoll pertormance ochieved was below the
treshold levels for both elements and tnerefore no amounts are poyable to the Executive Directars in respect of FY 24

Threshold Maximum
level of  Torget level of level of
performance  performance  performance Percentage
{10% (6% (100%  Performance of element
Element Weighting  ochievement] achievement) achievernent) achieved eamed
Totex Performance 50% £643m £614m £599m £683m -
Qverall ODI| outcores for
perforrmarce developrent measures 50% £{3.4)m o 7£”(ﬁ2”.7 l”" £26m £{6)mr -
Total

{as percentage of maximum award) -
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CONTINUED

@ Remuneration Committee report - continued

Detalls of the performance achieved for each of the performonce development measures which contributed to the overall
LTVPS assessment for FY 24 are as follows

Cutcome
Threshold level of Torget levelof  Maximum level of Delivery
performance performance performance lncentive
CEQ (5% achievement} {30% ochievement} (50% ochieverment) Performance QD)
Measure CFO (3% ochievement} (18% ochievement) (30% ochievement) achieved £m
ContinuousAs_e_rvice measures Units - o
Acceotaollity of dnnking water Contacts
per 1000
population 7256 248 175 248 (1.8)
Water mains burs's # per
1.000km of
- o Mains 130 8C 130.5 13371 1462 (r3)
Lead supply pipes replaced Number 5600 5,600 5600 298 -
| eakage % 88 nr o T (159 56)
Sewer collapses 4 per
1000km of
. Sewer 72 72 2 598 -
Commun-ty education Indiwduals 73000 74000 74,000 87685 000
Visrors "o recreolional foclings  Indwv dua's 720,000 | /75000 775000 1034101 c3
Per capita consuTpt on -——--—-—--“ B % 21 34 o 40 {(34) (" 6)
Investment programme n-;ensures o B i
Km of rver imoroveg Arm o 25 25 160 345 43
Surface water remroved fram Roof
sewers ~ equivalents 862150 862,150 o 867150 (O3]
Comined sewer overf ow storage
sys'ems m3 13500 o 13500 13500 - B -
E);hvery of raservolr enhancemer-
progromme ~ Sites 17 B v 17 21 -
Gelivery of zonal studies -
prograrmme - Zones _ N/A NSA o NA N -
Direct procuremen® for customers
Cwrr Tof Water supp y srategy
scheme (undarperformance) Dare N/A NEA N/A NiA -
Direct procurement for custorrers
Cwrr Tof Water supp y s‘rategy
scherne {outperformance] Dare o NyA N/A N/A NA -
Delrvery of a new visi'cr centre Delvered N/A NAA o N/A De vered -
Delivery of tne Cor-pany's South
Wales Grnd water suppy resihience
schema % corpleve g5 95 95 "9 -
Total 7 (34) >0 26 NIA ‘6 C)

ihe measu-es 0 the table above witk "N/A” for performnance 1n the year reflect commitments to ensure we deliver cur caoifal
programmes or fime, where there were ne outouTs scheduled for FY 24,
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Totol fees £'000
Non-Executive Directors FY 24 Fr 23
Alasta r Lyons 237 228
Graham Fowards' 23 75
Joonne Kernck! 78 63
Debra Bowen Rees 66 63
Tom Crick 66 63
Jane Hanson 73 63
Lile Thompsoen” 63 35
Barbara Moarhouse? T 13

Gronam Coworas wos Senar ndecenaent Crector until he eft the Board on 7 July 2023 whe~ Joanne Kennick becamea Senor ndevenden® Drector
Tme fees shown ref ect this

! la Thorpsen ired tne Board or & Seotemper 2022 She was atuaiy pad £64 000 .~ FY 24 which inc udea o £1 000 underpoyment in respect
0( Y ?3

« Barbara Moormouse jained the Board on "6 January 2023

Mo Non -Executive Director receved any benefits or addit ona. remuneration ohove their base fees They are, neverthe ess,
entited to reimbursement of rravel and cccorrmodation experses incurred in performaonce of their dut.es, In line with *he
Group's normal policies

No payments were mode in FY 24 to past directors, including any payments far loss of office

Section 5: Pay decisions for FY 25

Base solary Baose salary

£ Fr 25 FY 24
Peter Perry £369,430 £354 539
Mike Davis £292,798 £280,996

When reviewing Zxecutive salaries, he Committee considered the proposed increases for the wider workforce and ousiness
and individuol performance in FY 24. The Commitee decided to accept the recommerdation of the Executive Directors that
it wouid be appropnate to aword mempers of the Dwr Cymru Executive team the same increase os the wider workferce The
wider workforce had an agreement in place to award an increase in ine wivh CPIH ir December 2023, "The DCE members
were, therefore, also owarded a 4 2% increose All increases were effective from April 2024

Benefits and pension arrangements will not chenge for FY 25, with the except’or that the car aliowance for the Executive
Threctars will be increased with effect from 1 Apnl 2024 The Committee reviewed the car ollowance level for the Executive
Directors i March 2023, and found that this wos well below maorket rate It wos therefore increased in two stages, w th effect
frorr © Aprl 2023 and agam in Apnl 2024, bringing the car allowoance to £12,000 per annum

All employees, including Executive Directors, are enbtled to o moximum pension contribution of 11% of salary “hgible
employees have the opportunity to opt out and receve a cash a lowance eauvaleat to G 7% Benefits in the year wilt aiso
include private health insurance
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CONTINUED

@ Remuneration Committee report - continued

For Y 25 annual vanable pay of uo to 100% of salary may be earned, based on performance achieved The performance

measures used In tne Operatioral Performance section have been aligned with *he mensures included in *he Service
Commitrrent Plan subm tted to Ofwat The Comimittee has also reviewed *he weightings of each metric in *he hght of the
Company's internal priorhes and regulatary expectations As a resdlt, 1~ has ollocated 35% of the total AVF potential directly
to performance unager envirenmental measuvres {namely pollution incider-s, was e water compliance, leakage and km of river
imoroved), with 20% of this based or potlution 1ncidents

A rore deraded breakaown of the measares and fer weight ngs for =Y 25 s set out below

Custorner Service Operational Performance Strategic Goals
Measures = C-MeX (18 8%)° - Water guality complionee [56%) - PR24 firal'sotion onc AMPS
(percenfagesfo':e as . B MeX (56%)" + Interruptions o supply (5%) readiness (5%])
rti H = T
propartion ot the D-MeX {5 6%)" + Leckage oerfermance (5%) © Sustainabilry {km of river
total 59,
. improved) (5%)
wvnder that area) * Olwal's mpasuos of custaror + Mains repairs (5%) . .
SErv Ce for nouseho 8 Busiess 878 | fastnent works + Credt rating performance [5%)
R " torer sehsfoct
e e ' [merose genoer boance o
serior manager leve
+ Cotegory 1 & 2 Pollstion I @ v ’
inciaents (10%)
- Category 3 Pollut en
irzicents (10%)
» Per Copita Consurmptior (5%)
How much of the 30% 50% 20%
scheme?

The | TWPS wll coptinue to e measured under the 2020 25 five year pian and be based on

- Totex (total expenditure  operafing costs ond nvestmenrts) {50%)

+  Overall rewards/penalties for performance develooment rreosares. (50%)

Ihe fees payable to tne Chair of tne Board were reviewed in March 2074 and the Committee (in the obsence of the Char of
the 3coord) resolved “hat the Chair of the Boord's fee should ke .ncreosed by 4 2% n ine with the “xecunve Directors

In Mereh 2024, the Crar of the Board cnd the Zxecutive Directors reviewed the ‘ees for “he Non-Executive Directors ard
reso ved that the pase fee should be maintained at 263,376 whilst .ncreasing the fees for chainng the voard committees
by £2 500 per commuittee “his completes the reaignment of ouwr Non-Ixecutve Director “ee structure to bring the fees for
committee chars {wh ch were ntroduced lost year for the first time) to rarxet rates

Fees for £Y 25 wiit be as follows {oil figures are £).

Role Fee FY 25 Fee FY 24
Crair of the Board 247282 23735
Non-Execut ve Directors' bose fee 63,376 63,376

Fees for additional Board responsibilities {added to the NED base fee)

Sermior ndeperdect Drector 10,000 10,200
Audit Comm tree Crorr 12,500 10,000
Qua ity and Safety Committee Cnar 12,500 10,20C
Re~~Unreraticn Committee Crarr 10,000 7500
Ervranmer® Soc ai anag Goverrarce (ZS3) Commetee Charr 5,000 2,500
Tecnrology Committee Char 5,00C 2,500
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Section 6: Other important information

Workforce poy across DWR Cymru

GOVERNANCE REPORT

This is the fifth year that we have opplied the CEO Pay Ratio Reporting reauirements for UK isted companies, which
caompares the CEDYs pay to the 25tk percentile, med on, and 75th percentile for employees In order to calculote the rat o we
have appled Methodology A from the UK Government guidance, wnich the Committee consicers i1s the most accurate and

robuss rmethod.

25th

parcentile Medion T5th percentile
Year Methodology pay rotio pay rotio pay ratio
FY 24 A 141 LAl 8.
Fy 23" A A 8= 71
Fy 22 A 191 151 121
Fy 23 A 281 231 181
FY 2 A 221 18:1 147

The median ratio this year represents an increase from lost year. This s mainly due to the CEO not recenving any voriable oay
for FY 23 Further factors inc'ude the 4% pay increase awarded to the CEQ, wnich was 2 2% less than the increase awarded p
al employees in Aprl 2023, This was shghtly offset by an increase to the CEC's car allowonce,

*If the CEQ had received the varnable pay in hine with the formulaic cutcome outlined on page 144, the CEOQ Pay Rotic would

have been- .
25th 75th
percentile Medion percentile
Yeor Methodology pay rotio pay ratio poy ratio
FY 23 A 161 12° 101

The P5th percertile, medion, and 75th percentile employees were determined using total pay for the year ended 31 March
2024 for all employees as ot 31 March 2024 Pay getails for the irdividuals on a full time-tme eauivalent basis are set

out below
25th T5th
percentile Median percentile
FY 24 pay poy poy
Total pay 35,030 46,227 59170
Salary 28105 28,540 47,251

*  The pay rotios reflect our remuneration principles and our approved Remuneration Policy. Total remuneration 15 considered
to be fair and competitive ond to reflect wider ecanomic conditions, enabing us to attract and retain the necessary skills

and falent.

= The vorchie pay elements have been estimaoted for the wider workforce, as indwiduot poyments are not fnalised until

July 2024,

+ New hire salanes and anrual vanable payments have been altered to reflect a full-time equivalent

« Part fime salanes ond annual variable oayments, includ ng cost-of-living poymerts have been oltered to reflect o full-rre

eguivalent,

+ Defined Bermefit Persior accrual hos been excluded for both the CFO and the wider workforce This s due to the significant
vanation n the accrua for the CEO which affects the ratic and 15 not representative for a comparison n remuneration for
the year between the CEO and ocur employees The defined benef t accrual figures for the wider workforce are also not

included as they are not ovailable.
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@ Remuneration Committee report - continued

The Gender Pay Gop 1s defined os the overcll gender pay and bonus gop when lookng at tne mean and rmedion of ench
gender (caicuinted usirg hour y rates of pay at the snopshor date of 5 Aprt 2023 ond bonuses poid n the year to 5 Apnil
2023} regardless of role or sementy It 1s encouraging thet our gender pay gap remains significantly lower than tne national
average Cur Gender “ay Gao Report {sce link below} highlights the <ey n fiatives we are undertoking to promote diversiy and
incliusiv ty ot Dér Cyrrru

We are continuing to promote the progression of women through ~he Company - for further detoils of some of the actions
we are taking fo support gerder anc cther forms of diversity tnroughout our argenisahion, plecse see page 88 within our
Sustanability Progress section ond ne equality for all cese study on page 10

Median pay gap - The aifference between the midpoints in the ranges of men's pay ond women’s pay.
Mean poy gap  The diference between the mean of mer's pay and the mean of worren's pay

The median pay gap ncreased from 3.6% 10 2022 to 4 8% in 2073, and the mean gap reduced from 6 0% in 2077 ta 5 6%
n 2023.

For our Senipr Management population our median goo was 2.1% and our mean gap wos 7 0% in 2023

As regards bonuses, the majori-y of our employees receve the fixed eamount Colleague Reward payment and during tne
capture year also rece ved a cost-of-hving paymeant ~he midpoint for each gender ‘alls wthin the numbers of co'leagues who
receive the Colleague Reward payment, and as this was o fixed poyment there 15 no difference betwesn men and women when
calculoted gn o median basis As a resJylt, and as 1n previous years, there continues fo be ro median bonus gap The mean
bonus gop reflects the kigher propartior of men occupying the most senior postiors A the Company where var able pay
opoortunities are higher For *his reporhing year the meon bonus gop increasea to 111%

Qur full report 1s avorlable for rend ng or our website ot dwreymru com/genderrapor

The Cthnicity Pay Gap s yet to become a statutory reporing item The calculations show tha o fference in the average hourly
pay rate between ermployees *hat identify as white and those that denfhfy as berng an ehnic minanty

79 8% of the workforce Pove aec ared their e-hmic ty status and we have used this dota 1o calculate tne E-hmicity Poy Gao
2023 Of this nopulaton, 2 9% of coliecgues describe themselves as being Black, Asian o~ Other Erhnic Minority, 95 7% of
colleagues descrbe themselves as White Brt.sh or rish or Other White ond O 4% stated ~hat they would orefer not 1o soy

flosed on this data, results are
Mean Fthricity Pay Gop 5 68%
Medar Ethricity Pay Sap 347%
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The following table sets out the change Ir the remunerotion paid to Board Drrectors for the last four finencial years compared
with the average percentage change for DWr Cymru employees:

Percentage change Percentage change Percentage change Percentage change
FY 24 vs FY 23 FY23vwsFY 22 FY22vws FY 21 FY 21vs FY 20
Saolary/ Toxable Annval  Sclary/ Toxoble  Annuol  Salary/ Taxable  Annual  Salory/ Taxoble  Annual
fees Benefits Bonus fees Benefits Bonus fees Benefits Bonus fees Benefits Bonus
Executive Directors
Peter Perry 40 - 100 2.8 - (100} 20 50N {197} 2.0 (2.3 (6.3)
Mike Davis 4.0 100 28 {70 5) (100} 20 {(57) {197 20 22 517
Non-Executive Directors
Alastarr Lyons 40 - ~ 28 - - - - - - - -
Graharn Edwards (63 4) - B 28 - - B - B - -
Joanne Kenrick 234 . - 28 - - -
Jane Hanson 58 - - 2.8 - - - - - - -
Debra Bowen Rees 39 - - 28 - - - - - - -
“om Crick 3G 28 - - - - -
Lia Thompson 74.8 - - N/A NSA N/A N/A N/A NJA N/A N /A N/A
Barkara 4207 - N/A N/A NZA N/A N/A N/A N/A N/A N/A
Moorhouse
Johr Warren N/A NJA N/A NFA NAA N/A - - -
All employees
Avarage Dvr
Cymru Employee 9.5 - - 79 - 15 L5 - 1.0 45 - 41
FYis FY 16 FY17 Fy18 F¥Y19 FY20 Fy 21 Fy22 FY23 FYz24
Total remuneration for Chie’
Executive {£'000) 974 746 629 679 a07T 685 8932 675 792 489
Total CEQC remunerction net of
pension accrual (£'000) 630 604 629 601 624 678 555 607 380 489
Annual vanable pay outcome (%} 79 70 75 65 67 a0 50.% 40 nil 26
Long-term plan outcorre (%) 91 65 65 27 25 19 231 30 Al nil
As 'his s an nlenmn payment on account of the oerformance achieved dur ng the perico of Ihe AMP, 1he pay-cut s cepped of 30%
Change
£m except percentages Fy 23 FY 24 £m %
Total experdrture 8261 876.4 500 6.1
Employee remuneratior costs 1674 176.8 24 56
Custormer return of value 120 14.0 20 67
Executive Director remuneratior costs 1 09 102} (18.0)
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@ Remuneration Committee report — continued

The effective dates of the service contracts of the Executve Directors and letters of appamntimert of the Non Execurive
Directors in place ot 31 Marck 2024 are as ‘olloas

Alastair Lyons Joanne Kenrick Tom Crick Debra Bowen Rees
1 May 2016 T November 2015 1 Octeber 2077 Vdanuary 2020
Jana Hanson Peter Perry Lile Thompson Mike Dovis

1 Jarary 2021 1 Aoni 2020 & Septembor 2022 1 January 2020

Barbara Moorhouse
14 January 2023

Enguines for the inspechion by Memaers of the above scruce contracts and letters of oppointment should be made vic ernall
‘0 the Compary Secretary of comzany secretary @ahwecymiru cam

Mermbers appraved the Rermureration Policy for AMEP 7 o the 2020 AGM and last approved the Arcoal Report on
Rermuneratior at the 2023 AGM with the vtes as faliows

Members {present in persen or by proxy) who voted in favour of the
Annual Repart oo Rermunerancn 2022 AGM G749

Members (present in persan o by praxy) who approsed the
Directors Remuneahon Policy for 20202020 2023 ACGH OTF
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DIRECTORS' REPORT

The Directors present their
report together with the
Group's oudited Financial
Statements for the financial
yeor ended 31 March 2024,

“he periormance review of the Group
can be found within tre Strategic
Repart on pages 14 10 91 This *ogether
with earher sections of I1he resar,
provides deralled in‘ormation relatirg
1o the Group, Its business model ard
longer-term strotegy, the operation of
its busiresses, future developments
and the results and financial position
for F¥Y 24 The Corporate Goverrance
Repor- set out on vages 92 to 153 15
incarporated by reference to this report
and, accordingly, shoula be read as
part of this report

Details of the Growp's process for
oddressing the principal risks and
Jncertaintias focing the Group are sef
out n the Risk Managemeant secron
from oages 56 to 66

The Group s 1in a sfrong linancia
pasition at 31 Warch 2024 Gearng
rerains 1n ling witk the Board's target
range at 50%. and we have retared
our sfrong credi* ratings Reod more
within the Chief “wrarcial Officar's
Review at poges 24 to 23

Glas Cymry Holdings Cyfyngeaig

15 0 company imited by quarantee
cnd does not nave share copital Ne
dividends are paid outside the Sroup
Cur nor-shareholder mooel eans
tha- value creared I the business s
used for the benefit of customars to
supooart socal tarffs and to ncrease
nyvestment I gssers to provide oLr
essenfial services

In March 2016 *he Gtas Boara
cpproved o dividerd policy to permit
Jo to £100 milion of funds to be
distributed w tnin tne Group, but
cuside tne regoratary nnglence, *o
faci tate “he ‘urding of commercal
proects

w Iine with thus Policy intra Group
dividends totaling £30 2 milion

were paid 1n 2016-20"7 No ‘urther
intra-Group div dends have been poid
since then and none are expected o
be paid n the foreseeable futyre

If the Board considers such dividends
in the future, it has confirmed thot it will
take into account the extent to which
the apoointed company 's achieving
its performance commitments for
service delivery fo custamers ard
other regulatory obligations, and its
other commitments at PR19 n respect
of 'ssues to be taken into gccount in
making eny aectsion to poy & dividend
An updated Dividena Policy was
approved by the Board n Feoruary
2022 and by Otwot 1in Aprl 2022 See
dwrcymru com/dividendpolicy

Finoncial risk mo~agemenrt and
wnformaton on financial inst-uments
1s covered within Notes 1, 1% and 16
to the Finanowl Statements found of
page 157

With the support of cur custorers,
regulators, ond governments obke for
impraved services aond reducirg our
carbon and eavirenmental feotprint,
we continue to look for better ways of
working and aavances in technclogy
We hove made good progress
deliverng the agenda set out »~ our
Inrovation Strategy, w'h inks ta over
100 acaderic and other institutions,
technology speciaqdsts, and global
innovahor concerns For detars on our
investment and research info teckhnical
and innovation projects see page 77 of
aur Strategic Report

“he Cirectors of the Compary wno
were 1n office dunng the yeor ard up to
tha date of the sigmng of the Financa
Staterrents are set oJt on pages G2
to 105
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The Company has in place Direcrors'
and Officers' iInsurance giving cover
against legal action brougnt against
the Directors and an indermnity In

c rcumstances where a Director hos not
actea fraoudulently or d shonesty The
indemnity 15 a qua ifying indemnity for
the purpose of the Comparies Act ard
15 for the benefit of all D rectors No
ciaims have oeer made agamnst this
policy since the date of 'ne last report

“he Boara recognises the importance
of atrracting, daveloping and retaiming
the nght people In cccordonce with
best pracrice, we have employment
policies in ploce which provide equal
opportunities for all emplovees,
irraspechive of sex race, colour,
disability, sexual onientahon, rel g ous
beliefs or manta status Information on
the Board's methods for engaging with
the warkforce s on pages 52 and 107

De mils of how the Directars have

hod regard to the need ro foster the
Company's business relat anships with
suppl ers, customers and others, ard
the effect of that regard, incuding on
the orncipol decisions taken by “he
Company during the financiai year,
are set out in the S*rateg ¢ Report on
pages b4 to 55

During FY 24 we have appl ed the
princiotes ond complied with the
provisions of the 2018 UK Corporate
Goverrance Code and Ofwat's
Guidance on Board Leadersh o,
“ransparency anc Goverronce, as
updated 1n 2019 and as required sy
oJr Licence conditions Further deta: s
can aec fourd in the Governance sect on
o~ pages 106 and "O7

Jness exoressly specfied to the
centrary n the Artizles of Asssciofion
o’ the Company, the Company's
Arrcoes of Associahior may be
omerded by o spec el resolution of *he
Comrpany's Members



it 15 Board policy not to make donations
to pohtical parhes or to incur political
expenditure A payment of £30,000
was made during FY 24 to Step
Change to supoort the work the chonty
does in provichrg debt advice to our
customers.

We are disclosing this payment as
thus organisation also campoigns for
goverrment policy change, including
on debt 1ssues However, none of the
funding provided would have been
vsed directly to support compaign
work Other than this, ne donahions
or payments were made in FY 23 or
FY 24 wh ch would require disc osure
under section 366 of the Companies
Act 2006

As appropriate for o Company w th cur
corporate structure, we do not engage
in corporate sponsarsnip. However,

we conhnue to support WaterAid the
international not-for-profit determined
te make clean water, decent tollets
and good hygiene normal for everyore,
everywhere within a generation

We maintain a Register of People with
S gnificant Control to comply w th the
reguirements of the Small Business,
Enterprise and Emoloyment Act

2015 (2015 Act}. The Company hos
registered certa n registrable relevant
leqal entihes [RRLEs) within the Group
structure

Due fo our commitment to transporent
and best practice reporting, we have
included cur streamlined energy ond
carbon reporting {SECR) disclosures
on page 48 of this report alongside
our annual GHG (greenhouse gas)
emiss ons footprint and on inTensity
ratio appropriate for cur business,
which fulfil the requirements of the
Compomes Act 2006 {Strategic and
Directors’ Repart) Regulations 2013,

Deloitte LLP acted as Auditor to Glas
Cymru Group (the Group) for the
accounts for the year ended 31 March
2024. As port of the oudit process

we confirmed that, as for as each
Director is aware, there 1s no relevant
audit infermatior of which the Auditors
are uncware, that the Directors have
token any necessary steps fo moke the
Auditor aware of any such informatien
and to establish that the Group's
Auditer 1s aware of that infoermation
We confirm thot to the best of our
knowledge

= the financial statements, prepared
in accargance with the applicable
accounting standards, give a
true anc foir view of the Group's
performance;

= the Stracegic Report includes a fair
review of the performance of the
business, Its risks and s*rategy for
the future, and

= the Directors consider the Arnual
Report to be foir, balanced and
vnderstandabie

In considering the development of the
systerr of controls the management
feam reviews tne matenality and the

re olive cost benefit associated with
each dentified significant risk The
internal control systems are designed to
provige reasonable assurance against
misstaterneants, loss or failure The
process fo revew the effechiveness of
internal contral includes discussion with
management on stgmficant risk 1ssues
and a rewew of olans for, and results
from, internal and exterra audit.

The Audit Committee reperfs the
results of its review to the Board, whicn
then draws 1ts collective conclusion
on the effectiveness of the system
of internal contrais In fulfilling this
respensibiity, the Board considers
reqular reports from the Audit
Commitice, the Quality and Safety
Committee and from management,
and relies on its routineg mormitoring
of key performance ind catoers and
monthly reports of financial and
operational performance.

Taker as a whole, these processes
enable the Board to review the
effectiveness of the internal con*rol
systern during the course of the yeor
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In accordance with Sechon 489 of the
Componies Act 2006, a resolution for
the re-appointment of Delotte LLP as
Auditer of the Group will be put to tne
Mempers ot the forthcoming AGM,

We ore committed to respecting
human nghts in relohon to coleagues
and aur supply chan {sce page 75
for information on our Sustainable
Procurement Po icy, Supply Chain
Compliance Stendords, and
Anti-Slavery Policy} Our internal Code
of Conduct 1s supported by several
Group policies including Anti-bullying
and Harassment, Whistleblowing,
Anti-brinery and Corruption, and
Anh-Froud

Welsh Water is cormmitted to ensuring
thar we haondle the persenal information
of our customers and employees 1n a
responsitsle ond honest way, including
respecting their dara protechion rights
1n compliance with legislotion Cur
Privacy Statement 1s ava-able on our
website at carporate dwroymru camjen/
lega-prvacy/privacy polcy

Anindication of hkely future
developments in the bus.ness and
particulars of sigmficant events which
have accurred since the end of the
financial year have beern included in
the Chief Financial Officer’s Rev ew on
pages 24 to 29

The Glas Cymru AGM will be held on
Friday 5 July 2024

The financial statements for 7Y 24
have been prepared on the going
cancern basis For the Directors' Going
Concern Staterment and detall of why
the Going Concern assumption 1s
considered appropriate {see pagel7T)

By order of the Board

Nicola Foreman
Company Secretary

& June 2024
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GOVERNANCE REPORT

STATEMENT OF DIRECTORS'

RESPONSIBILITIES

IN RESPECT OF THE ANNUAL REPORT AND THE FINANCIAL STATEMENTS

The Directors are responsible for
preparing the Annual Report and the
Groupn ond Parent Cormpany Financial
Staternents for @ach “inancial year, n
accerdance with agplicable aw and
regulations

" hey have elected to prevare the
Grouo and Parent Company financial
statements in cccordance with
UK-adopted international account'ng
stondords ond coplicoble 1aw

Under company taw, the Directors must
nof approve the F nancial Statements
unless they are satisfied that they

give a true and fair v ew of the state

of affairs of the Groug and Parent
Company and of the Group's ossets,
labilities, financial positen and profit or
loss for that peried. In preparing eoch
of the Group and Parenr Company
Financwal Statements, tae Directors are
required 1o

= select sufanie account ng polcies
and then apply tvem consistartly,;

« rrake judgements and eshmates
that are reasonable, relevant and
rehable,

+  state whether the statements hove
been prepored in accordance
with LK-odooted international
accounting srandards,

- assess the Group ord Parent
Corrpany's abi ity to contirue as
a go ng concern, a sclosing. as
aophcable, maotters related to going
concern, and

« use the going concern basis of
accounting uniess thay either intend
to liquidate the Group or the Parent
Company or o cease pperofions
or have no realstic alternative but
to do so
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"he Directors are responsible for
keeping ocdeguate account'ng records
ma* are suffic.ent to show and explan
the Parent Company’s transactions
and disclose with “egsonable accuracy
at ary time the financiol position of

the Parent Company and enable them
to ensuwre that its financial staterments
comply with the Compames Acr 2006.
They are responsible “or such saternal
con‘rol as they cetermine is Necessary
to enoble the preparation of hranciol
statements that are ‘ree from materal
misstatement whether due to fraud or
error, and have generai responsibility
for toking such steps o5 are reosonobly
apen to them fo safeguard the assets
of the Group and o prevent and detec™
fraud and other rregulanties

The Directors nave decided to precare
voluntanly o Carnorote Goverrarce
Statement as if the Company were
reciuited to camply with the Listing
Rules and the Disclosure Guidance and
Transparevcy Rules of the Financial
Conduct Au-hanty in re ation to those
matters

Under cpplicable law and reguiations,
t1e Directors are also responsible for
prepanng o Strategic Report and o
Directors’ Report that complies with
tnot law ond those regulaf ons

TE SO LA EN 5 3 A T D2

The Directors ore responsible for the
maintencnce and integrity of the
corporate and financial information
included on the Company's website.
Legistation i the UK governing e
praparation and disseminaticn of

f nancial statements reay differ from
legislat on in other junsdiciions

We consider the Anrual Repor- and
Accounts, taken as o whole, to be farr,
boalenced and unoerstandable and to
provide the informat on necessary for
stakeholders to assess the Group's
pos hon and nerformance business
moael and strategy

By order of the Board

o

P
7Y

Nicolo Foremon
Company Secretary

6 June 2024



4DED 21 W

AR E*

FINANCIAL STATEMENTS

.v
wl
I
r
o
g
'S
rid
s M
33
¥
-,
B

e

-k

5
b3




FINANCIAL STATEMENTS

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS
OF GLAS CYMRU HOLDINGS CYFYNGEDIG |

1T Cpirmon
in our opinion:

e the financial statements of Glas Cymru Holdings Cyfyngedig {the ‘parent company’} and its subsidiaries (the
‘group’) give a true and fair view of the state of the group’s and of the parent company’s affairs as at 31 March
2024 and of the group’s loss for the year then ended;

e the group financial statements have been properly prepared in accordance with United Kingdom adopted !
international accounting standards;

+ the parent company financial statements have been properly prepared in accordance with United Kingdom
adopted international accounting standards and as applied in accordance with the provisions of the Companies
Act 2006; and '

s the financial staterments have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:

the consolidated income statement;

the consolidated statement of comprehensive income; !
the consolidated and parent company balance sheets;

the consolidated and parent company statements of changes in reserves; !
the consolidated and parent company cash flow statements; and

the related notes 1 to 28 of the financial statements.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
adopted international accounting standards and, as regards the parent company financial statements, as applied in '
accordance with the provisions of the Companies Act 2006.

Sy o g e e

We conducted our audit in accordance with International Standards on Auditing (UK) {ISAs (UK)) and appiicable 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 Group and the parent company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’)
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. The
non-audit services provided to the Group and parent company for the year are disclosed in note 3 to the financial
statements. We confirm that we have not provided any ncn-audit services prohibited by the FRC's Ethical Standard to
the group or the parent company.

We heleve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinicn.

W Key audit matters 1 e key audit matters that we identified in the current year were;

s Valuation of the provision of household and non-household trade receivables in
Dwr Cymru Cyfyngedig; and
o Classification of capital programme expenditure in Dvwr Cymru Cyfyngedig
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FINANCIAL STATEMENTS

Materiality The materiality that we used for the Group financial statements was £12.0m (2023:
£12.0m) which was determined on the basis of total assets, equating to 0.15% {2023:
0.14%) of total assets.

Our scoping has resulted in over 99% {2023: over 99%) of Group's revenue, 99% (2023:
99%) of loss before tax and 99% {2023: over 100%; of total assets, being subject to audit
testing.

Scoping

4 Concusions refatirg te gong 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 Group’s and parent company’s ability to continue to adept the
going cancern basis of accounting included:

s reviewing the group's borrowing arrangements, in particular the assessment of level of committed
undrawn facilities including the revolving credit facility of £400 million;

s assessing the assumptions used in the cash flow forecasts for consistency with Board approved budgets
and future plans for the remaining period of AMP (Asset Management Plan) 7 and the latest forecast for
the first three months of AMPS;

e testing the arithmetic accuracy of the cash flow forecast;

e evaluating covenant compliance and headrocm on those covenants; and

» assessing the appropriateness of management’s going concern disclosures in light of the above
assessment.

Based on the work we have performed, we have not identified any material uncertainties relating tc events or
conditions that, individually or collectively, may cast significant douht on the group's and parcnt company’s ability to
continue as a going concern for a period of at least twelve months from when the financial statements are authorised
for issue.

In relation to the reporting on how the group has applied the UK Corporate Governance Code, we have nathing
material to add or draw attention to in relation to the directors’ statement in the financial statements about whether
the directors considered it appropriate tc adopt the going concern basis of accounting.

Cur responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant
sections of this report.

r

5. Key audit matiers

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the
financial statements of the current period and include the most significant assessed risks of material misstatement
(whether or not due to fraud) that we identified. These matters included those which had the greatest effect an: the
overall audit strategy; the allocation of resources in the audit; and directing the efforts of the engagement team.

These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion therecn, and we do not provide a separate opinion on these matters.
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FINANCIAL STATEMENTS

INDEPENDENT AUDITOR'S REPORT

CONTINUED

5.1 Valuation of the provision of trade receivables in Owr Cymru Cyfyngedig

Key audit matter
description

Dwr Cymru Cyfyngedig supplies water to residential and business customers within
Wales and parts of England and the prevision for impairment of receivables
represents the portion of customers who do not, or cannot, pay their bilts.
Management estimates the expected credit loss for their receivables when
calculating the appropriate level of bad debt provision.

As at 31 March 2024, the provision recorded was £84.2 million (2023 £80.7 millian)
which incorporates management’s estimate of the future impact of external
economic factors on customers’ ability to pay their cutstanding bills to Dér Cymru
Cyfyngedig.

The provision for trage receivables at Dwr Cymru Cyfyngedig is based on the
historical cash collection of debt invoiced to measured and unmeasured customers
over the prior three years, which is cansidered by management to be
representative of the collection risk on the receivables population. The pravision Is
subsequently adjusted for future economic conditions, for which management have
considered expected movements in household disposable income and
unemployment rates,

The key audit matter is focussed on the appropriateness of the assumption that
cash collection rates over the grior years is a reasonable expectation for the
determination of lifetime expected credit lasses under IFRS 9 Financial Instruments.

The bad debt provision is discussed in note 1 of the financial statements as an
accounting judgement and an accounting estimate. The accounting judgement is in
relation to the collective impairment losses on receivables with similar cradit risk
being calculated using cash collection rates on measured and unmeasured
recevables. The accounting estimate relates to the probability of failing to recover
a debt and is based on expected credit loss, determined by past experience and
expected future movements in cash collection rates.

The Audit Committee also considered this as a significant area of focus as discussed
in the Audit Committee Report on page 121. The bad debt provision is discussed in
nate 11 to the financial statements. Management has included this as a source of
estimation uncertainty in note 1 to the financial statements.

How the scope of our
audit responded to the
key audit matter

Our procedures to address the key audit matter included the following:

s pbtaining an understanding of refevant contrals over the
determination of the bad debt provision, including controls over the
supporting data and assumptions;

* testing the completeness and accuracy of the data inciuded within the
bad debt provision calcuiation;

= testing the allocation of cash received in the current year to debt
within the last three years;

e testing the debtor ageing for each debt category;

* evaluating the reasonableness of economic data used within the
calculation;

s evaluating management’s assumptions used in the calculation of the
bad debt provision and challenge whether this represents lifetime
expected credit loss, including use data analytics to calculate the cash
collection rates in the last year using source data from the billing
system; and

* assessing the appropriateness of the disclasures provided relating to
the key assumptions, and the range of sensitivities disclosed.
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Key observations We are satisfied that the assumptions applied in assessing the expected credit
losses, are reascnable and that Dwr Cymru Cyfyngedig’s bad debt pravision has
been appropriately calculated using relevant data, in accordance with IFR$ 9
Financial Instruments.

5.2 Classification of capital programme expenditure in Dwr Cymru Cyfyngedig

Key audit matter Dwr Cymru Cyfyngedig has a substantial capital programme which is agreed with

description the regulator (‘Ofwat’) at the beginning of each asset management plan {AMP), and
therefore incurs significant expenditure in relation to the development and
maintenance of both infrastructure assets and operational structures .

During the year, DWwr Cymru Cyfyngedig has invested £520 miflion {2023; £420
million) of capital in water and wastewater assets as part of the AMP 7 planned
investment programme. The investment is split between capital additions of £341
million {2023: £287 million} which are added to the balance sheet, and
infrastructure renewals expenditure of £101 million (2023: £78 million) which are
maintenance costs fully expensed to the income statement.

The residual balance of capital investment includes adopted assets of £162millicn
(2023: £109 million) and capitalised interest of £17 million {2023: £25 million).
Included in capital additions of £341 million is £84 million (2023: £78 million) of
people costs capitalised.

As the determination of whether expenditure is capitalised or expensed in the
period directly affects the group’s reported financial performance, we identified a
key audit matter relating to the overstatement of capital expenditure. There is a
high degree of judgement involved in determining whether costs, including
employee and other internal expenditure, meet the relevant criteria for
capitalisation and therefore are included in the carrying value of Property, Plant
and Equipment {'PPE’}, or alternatively should be expensed immediately. Due to
the level of judgement involved, we have determined that there was a potential for
fraud through possible manipulation of the overheads capitalised, which largely
camprises people cost of £84 million (2023: £78 million).

A risk has alsoc been identified in the judgement in determining whether costs, bath
initial and subsequent expenditure, meet the relevant criteria for capitalisation and
therefore are included in the carrying value of PPE, or alternatively should be
expensed immediately.

The Audit Committee also considered this as a key judgement as discussed in the
Audit Committee report on page 121. Further details are included within the critical
accounting judgements note in note 1 to the financial statements.

How the scope of our  Our procedures to address the key audit matzer included the following:
audit responded to the » obtaming an understanding of relevant controls over the classification
key audit matter of capital programme expenditure;

» testing a sample of costs to check whether the costs are in respect of
enhancements to assets;

e evaluating the appropriateness of the accounting treatment for
capitalising overheads which comprises people costs by reference to
the requirements of |AS 16 ‘Property, Plant and Equipment’ and
assessing the policies, precedures and assumptions used in estimating
the value of people related costs that are directly attributable to
capital projects; and

e chailenging management’s methodology and estimate through
considering whether there are alternative appropriate assumptions.
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FINANCIAL STATEMENTS

INDEPENDENT AUDITOR'S REPORT

CONTINUED
Key observations We are satisfied that costs capitalised are in respect of enhancements to the assets
and that the assumptions made in respect of capitalisation of people related costs
are reasonable.
G Jur app -cation of mratenalsy
6.1. Materiality

We define materiglity as the magnitude of misstatement in the financial statements that makes it probable that the
economic decisions of a reasonably knowledgeable person would be changed cor influenced. We use materiality both
in planning the scope of cur audit work and in evaluating the results of our work.

Based on our professional judgement, we determined materiality for the financial statements as a whole as foliows:

Group financal statements Parent campany financial statements
Materiality £12.0 miflion (2023: £12.0 million) Materiality £5.3 million (2023: £8.4 miilion)
Basis for The current year Group materiality has been We determined the parent company materiality
determining established with regards to a number of metrics with regards to a percentage of net assets
materiality and equates ta 0.15% (2023: 0.14%} of Total (0.15% - 2023: 0.20%).

Assets.
Rationale forthe e consider total Assets to be the most The parent company does not trade or exist for
benchmark appropriate benchmark on which to determine  profit generating purposes, so materiality has
applied materiality. The Group is primarily an been determined using net assets.

infrastructure Group that generates revenues
almost entirely through using its assets. Given
the group's revenues are to a large extent
regulated by Ofwat we assess that, aligned to
the key focus of the Group on the maintenance
and investment in the assets it owns and
cperates, the asset base is the appropriate
benchmark.

6.2. Performance materiality

We set performance materiality at a level lower than materiality to reduce the praobability that, in aggregate,
uncorrected and undetected misstatements exceed the materiality for the financial statements as a whole.
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Group financial statements Parent company financiat statements
Perfor.m-ance 65% [2023: 75%) of Group materiality which 65% {2023: 75%) of parent company materiality
materiality equates to £7.8 million (2023: £9.0 million) which equates ta £3.4 million (2023: £6.3
millian}
Basis and The factors we considered in setting performance materiality included:
rationale for
determining  the audit of 2024 is cur first year of auditing the group and its subsidiaries;
performance
materiality « the quality of the control environment and whether we are able to rely on internal controls in

our substantive testing; and

» the number and value of uncorrected misstatements identified in previous audit identified by
the predecessor auditor in the prior year.

6.3. Error reporting threshold
We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of £0.6
million {2023: £0.6 million), as well as differences below that threshold that, in our view, warranted reporting on
qualitative grounds. We also report to the Audit Committee on disclosure matters that we identified when assessing
the overall presentation of the financial statements.

bl

7Ar overy ow of the scope of aur avdit

7.1. identification and scoping of components

Our audit was scoped by obtaining an understanding of the group and its environment, including group-wide controls,
and assessing the risks of material misstatement at the group level.

The Regulated Water and Wastewater segment is primarily comprised of Dwr Cymru Cyfyngedig which was subject to
a full scope audit using materiality of £7.4 million (2023: £12.0 million) Of the Group’s four (2023: 12) reporting
components, we subjected three(2023: three) to full scope audits for Group purposes. Audit work to respond to the
risks of material misstatement was performed directly by the group audit engagement team.

This represented 99% (2023: over 99%) of Group’s revenue, 99% (2023: 99%) of loss before tax and 99% (2023: over
100%) of Total Assets, being subject to audit testing.

At the group level we also tested the consolidation process and carried out analytica!l procedures at an aggregated
Group level to confirm our conclusion that there were no significant risks of material misstatement of the aggregated
financial information of the remaining components not subject to full scope audit procedures.

7.2 Our consideration of the control environment

The group uses SAP as a financial accounting software platform. With the involvement of our informaticn technology
specialists, we obtained an understanding of relevant General Information Technology Controls within the group’s
financial accounting software platform and supparting applications, systems and tools, including access contrels,
change management controls and controls around segregation of duties. We were unable to place reliance on the
relevant IT systems due to findings within the General Information Technology Controls. Accordingly, a fuily
substantive audit was performed.

7.3 Our consideration of climate-related risks
In planning our audit, we have considered the potential impact of climate change on the group’s business and its

financial statements. We have evaluated management’s documentation regarding the process of identifying climate-
related risks, the determination of mitigating actions and the impact on the Financial Statements. Whilst management
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INDEPENDENT AUDITOR'S REPORT
CONTINUED

has acknowledged the risks posed by climate change, they have assessed that there is no quantitatively material
impact arising frem climate change on the judgements and estimates made in the Financial Statements for the year
ended 31 March 2024 as disclosed in note 1 of the Financial Statements.

We performed our own qualitative risk assessment of the potential impact of climate change on the company’s
account balances and classes of transactions and did not identify any additional reascnably possible risks of material
misstaternent as a result of climate change. We also deemed that climate-related risks have no significant impact on
our key audit matters. Our procedures were performed with the involvement of climate change and sustainability
specialists and included reading disclosures included in the Strategic Report to consider whether they are materially
consistent with the Financial Statements and our knowledge obtained in the audit and evaluating whether appropriate
disclosures have been made in the Financial Statements.

With the involvement of our Environmental, Social and Governance (‘ESG’) speciatists, we:

* evaluated the financial statement disclosures to assess whether climate risk assumptions underpinning specific
account balances were appropriately disclosed; and

e read the climate change-related statements (as disclosed in the Strategic Report) and considered whether the
information included in the narrative reporting 1s materially consistent with the financial statements and our
knowledge obtained in the audit.

b

The cther 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 oginion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report, we do not express any form of assurance conciusion thereon.

Qur responsibility is to read the cther 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 materfal misstatement of this other information, we are required to
report that fact.

We have nothing to report in this regard.

As explained mare fully in the directors’ responsibilities statement, 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 tc fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group’s and the parent
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 liguidate the group or the parent company
or to cease operations, or have no realistic aliternative but to do so.
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10 Auditar’s responsibilities for the aadit of tre finanaal statements

Our objectives are to obtain reascnable 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 apinion.
Reascnable assurance is a high leve! 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 errcr 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.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:
www fre.orp. uk/auditorsresporsibil.ties. This description forms part of our auditor’s report.

L7 Extert towlvoh the audit was considered capable of detecting irregulantes, inclug ng
fravd

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line
with our responsibilities, outlined above, tc detect materia! misstatements in respect of irregularities, including fraud.
The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below.

11.1. Identifying and assessing potential risks related to irregularities

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud and non-
compliance with laws and regulations, we considered the following:

e the nature of the industry and sectar, control environment and business performance including the design of
the group’s remuneration policies, key drivers for directors’ remuneration, bonus levels and performance
targets;

e management's own assessment cf the risks that irregularities may occur either as a resuit of fraud or error;

e results of cur enquiries of management, internal audit, the directors and the Audit Committee about their
own identification and assessment of the risks of irregularities, including those that are specific to the group’s
sector;

e any matters we identified having cbtained and reviewed the group’s documentation of their policies and
procedures relating to:

o identifying, evaluating and complying with laws and regulaticns and whether they were aware of any
instances of nan-compliance;

o detecting and responding to the risks of fraud and whether they have knowledge of any actual, suspected
or alleged fraud; and

¢ theinternal controls established to mitigate risks of fraud or non-compliance with laws and regulations

e the matters discussed among the audit engagement team and relevant internal specialists, including tax,
valuations, pensions, treasury & pricing, IT, and ESG regarding how and where fraud might occur in the
financial statements and any potential indicators of fraud.

As a result of these procedures, we cansidered the opportunities and incentives that may exist within the organisation
for fraud and identified the greatest potential for fraud in the following areas:

- valuation of the provision for household and non-household trade receivables in Dwr Cymru Cyfyngedig; and
- Classification of capital programme expenditure, specifically people costs, in Dwr Cymru Cyfyngedig

In common with all audits under 1SAs (UK), we are also required to perform specific procedures to respond to the risk
of management override.

We also obtained an understanding of the legal and regulatory framewaork that the group operates in, focusing on
provisions of those laws and regulations that had a direct effect on the determination of material amounts and
disclosures in the financial statements. The key laws and regulations we considered in this context included the UK
Companies Act, pensions legislatian, tax legislation.

ANNCAL REPORT L ACCOUN S 59 "H ¥ AT LNOED 31 MARD R 200241 165




FINANCIAL STATEMENTS

INDEPENDENT AUDITOR'S REPORT
CONTINUED

166

In addition, we considered provisions of other laws and regulations that do not have a direct effect on the financial
statements but compliance with which may be fundamental to the group’s ability to operate ar to avoid a material
penalty. These included the license conditions impased by The Water Services Regulatory Authority (Ofwat),
Environment Agency, Drinking Water Inspectorate, National Rivers Authority, Natural Resources Wales, GDPR and
health and safety

11.2. Audit response to risks identified
As a result of performing the above, we identified the valuation of the provision for househo!d and non-household
trade receivables in Dwr Cymru Cyfyngedig as a key audit matter related to the potential risk of fraud The key audit
matters section of our report explains the matter in more detait and also describes the specific procedures we
performed in response to that key audit matter.

In addition to the above, our procedures to respond to risks identified included the foliowing:

= reviewing the financial statement disclosures and testing to supporting documentation to assess compliance
with provisions of relevant laws and regulations described as having a direct effect on the financial
steierments;

¢ enquiring of management, the audit committee and external legal counsel concerning actual and potential
litigation and claims;

» performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks
of material misstatement due to fraud;

¢ reading minutes of meetings of those charged with governance, reviewing internal audit reports and
reviewing correspondence with HMRC, Ofwat, and other relevant regulatory authorities; and

* inaddressing the risk of fraud through management override of controls, testing the appropriateness of
journal entries and other adjustments; assessing whether the judgements made in making accounting
estimates are indicative of a potential bias; and evaluating the business rationale of any significant
transactions that are unusual or outside the normal course of business.

We also communicated relevant identified laws and regulations and potential fraud risks to all engagement team
members including interral specialists, and remained alert to any indications of fraud or non-compliance with laws
and regulations throughout the audit,

Report on other legal and regulatory requirements

R

ALY §15)

in our opinion, based on the work undertaken in the course of the audit:

* theinformation given in the strategic report and the directers’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

*  the strategic report and the directors’ report have been prepared in accordance with applicable legal
reguirements.

in the light of the knowiedge and understanding of the group and the parent company and their environment
obtained in the course of the audit, we have not identified any material misstatements in the strategic report or the
directors’ report.

In our opinion the part of the Directors” Remuneration report to be audited has been properly prepared in accordance
with the requirements of the Companies Act 2006 that would have applied were the company a guoted company.
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L4, Corporate Governance Stalement

Based on the work undertaken as part of our audit, we have concluded that each of the following elements of the
Corporate Governance Statement is materially consistent with the financial statements and our knowledge obtained
during the audit:

e the directors’ statement with regards to the appropriateness of adopting the going concern basis of accounting
and any material uncertainties identified set out on page 155;

+ the directors” explanation as to its assessment of the group’s prospects, the period this assessment covers and
why the period is appropriate set out on pages 67 to 71;
the directors' statement on fair, balanced and understandable set out on page 156;
the board’s confirmation that it has carried out a robust assessment of the emerging and principal risks set out on
page 58;

e the section of the annual report that describes the review of effectiveness of risk management and internal
control systems set out on page 122; and

s the section describing the work of the audit committee set out on pages 121 to 125.

1% Matiers or wich we are reguired (o report by excepton

15.1. Adequacy of explanations received and accounting records
Under the Companies Act 2006 we are required to report to you if, in cur opinion:

e we have not received all the infoermation and explanations we require for our audit; or

e adequate accounting records have not been kept by the parent company, or returns adeguate for our audit
have not been received from branches neot visited by us; or

s the parent company financial statements are not in agreement with the accounting records and returns.

We have nothing to report in respect of these matters.

15.2. Directors’ remuneration

Under the Companies Act 2006 we are also required to report if in our opinien certain disclosures of directors’
remuneration have not been made or the part of the directors’ remuneration report to be audited is not in agreement
with the accounting records and returns.

We have nothing to report in respect of these matters.

Lse of eur raport

This report is made soiely 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 anycne other than the parent company and
the parent company's members as a body, for our audit work, for this report, or for the opinions we have formed.

C T TP
Delyth Jones FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP

Statutory Auditor
Cardiff, United Kingdom

7 June 2024
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FINANCIAL STATEMENTS

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 MARCH

2024 2023
. Restated
Continuing activities - Nole £m frr
Reverue 2 9279 84383
Operating costs:
Qperoticnal expenditure 3 (370.3) (376 1)
Impairment of rrade and other recevab es 3 (28.3) (24 8)
Other operating income 3 5.2 53
Exceptional itemn 3 - (30 8)
Infrastructure renewals exscenditure 3 (101.3) (78 0Q)
Deprec aton and armortisation 3 {3B6T) 1346 8)
3 (881.4) 18512)
Operating profit/{loss) 46.5 (7.4)
(Loss)/profit on disposal of fixed assets (0.1) a3
Profit/{loss) before interest 46.4 (71
Fincncial expenses:
F-nancial inceme 4 21.2 149
Financial expenses 4 {270.0) (297.6)
Farr value gains on denvative finanaal instruments 4 301 293
Seftlerments accruing in the year 4 374 (209
Cther movernents on dernvatwve finaacal .nstruments 4 (7.3) 160 2
(218.7) {143 4)
Loss before taxation {172.3) 1150 5}
Toxothion 5 41.4 258
I:gss for the yeer (130.9) sz,'.j)_

“ne Company has taken the exemphion under sechon 408 of the Compames Act 2006 not to present o narent company
income statement The profit of Ine parent Comeanry for the year o 31 March 2024 was £12 m lhon (2023 75 million) The
camparators for financic! expenses and fair va've gains on denvoirve financiol irstcurmenis nove been restcied There s o
impact on ~he loss for the year More informarion s avallable unaer note 1to ~hese financial staternents

CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH

2024 2023

Nete £m £

Los;f;;-fhe year {(130.9) (124 7}

Items that will not be reclassified to profit or loss

Actuar al goin recogmised m e persion scheme 21 26.4 122 5

Re ated deferred tax & {6.6) 231

‘ Fevo'uotion o orope-ty olant ard equipment 7 418 5934
- =e qated deferred tax & (35.4) L84

= "otal tems that wi not be reclassified to profit or loss 126.2 5384
" Total comprehensive (expeqs_eﬁncome far the year o . @n Y137
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FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEET
AS AT 31 MARCH

2024 2023
Restated
Naote £m £
Assets
Non-current assets
Froperty, p ant ond equipment g 7,303.3 6870 2
Intangible assets 9 201.4 202.6
Trade and other receivables n 2.2 o7
Other financial assets.
~ derivative financial instrurments 15 - 47
- employee benefits 21 2.6 12.0
T538.5 7189.6
Current assets
Invertories T9 53
Trade and ather receivables H 6457 648 6
Cosh and cash equ.volents 12 1671 379.4
Other finencial assefs
- derivative financial instruments 15 1.2 58
8219 10391
Totol assets ' 8,360.4 B228T
Liabilities
Current liabilities
Trade and other payables 13 {6279) (685.8)
Provisions 17 (5.4) (17.8)
Other finoncial licbilities
- borrowings 14 {2377) (947}
{871.0) {798 3)
Net current (liabilities)/ossets (49,1) 2408
Non-current liabilities
Trade and other poyables 13 {740.4) (540.8)
Employee benefits 21 {2.6) -
Provisions 17 {4.8) (54}
Other financial hobilities
- borrowings 14 {4,008.7) A090 %
- derivative finoncial instruments 15 (398.6) (444 5)
Deaferred tax - net 6 (812.3) 8221
{5,967.4) 59037
Total liabilities {6,838.4) 16,7020
MNet assets - 1,522.0 165267
Reserves
Revoluation reserve 7 1,696.2 16920
Retained earnings {174.2) {165 3)
Total reserves 1,622.0 15267

The financiar statements an nages 168 to 209 were approved by the Boara of Dhirectors on 6 June 2074 and were <igned
onts behalf by:

# f}/ﬁ« S LA Davte

Chief Executive Officer Chief Financial Cfficer
ANNLAL RLPORD & ACCATLNTG T3 IHs YL AR 1 NDOLL 31 MARCH 2324 169




FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT
OF CHANGES IN RESERVES

Revaluction Reta ned Total

reserve earnings reserves

fm fm £fm

At 1 April 2022 13397 (2267) 1,13.0
L oss for the year - 247) (124.7}
Actuar ol gair net of tax - G334 934
Revcluation net of tax 4450 - 445.0
Tronsfer to reteined earnings (92.1) 927 -
At 31 Morch 2023 16920 1165 3) 1,5826.7
Loss for the year - (1309) (130.9)
Actuaral gain ret of tax - 9.8 19.8
Revaluation net of tax 106 4 - 1064
Transfer to retaned garnings {02 2} 022 -
At 31 March 2024 1,696.2 {(174.2) 1,622.0

PARENT COMPANY BALANCE SHEET

2024 2023
Note £m tm

Assets
Noa-current assets
Invesiment in subsigaries 0 3,502.0 14,0957

Other finoncial esse*s

- lgans o Group undertakings " 21.6 216
3,523.6 4173

Current assets

Trade and other rece vables 35 40

Cash ana cash equivalents = 12.3 0.6

15.8 146

Net assets 3,5394 41313

Reserves

Retainea earnings 374 362

Revaluar on reserve 7 3,502.0 A0957

Total reserves 33,5394 41319

The francial statermens on poges 168 *o 709 were approved oy *he Board of D recrors on & June 2024 ord we-e signed
or ts beholf by

Chief Executive Officer Chief Financiel Officer
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FINANCIAL STATEMENTS

PARENT COMPANY STATEMENT
OF CHANGES IN RESERVES

Revaluahon Retaned Total

reserve earnngs reserves

fm fm £m

At 1 Aprii 2022 42015 347 42362
Profit for the year - 15 15
Revaluation {105.8) - (105 8)
At 31 March 2023 4,0957 36.2 41319
Profit for the year - 12 1.2
Revaluatian {(593.7) - (593.7)
At 31 March 2024 3,502.0 374 35394

CONSOLIDATED CASH FLOW STATEMENT

2024 023
Restated
Note £m fm
Cash flow from operoting activities
Cash generated frorm operations” 18a 3809 3801
Incorne tax received 0.5 06
Net cash flow from operating activities 381.4 3807
Cash flow from investing activities
Interast racewed 21.2 134
Purchase of property, plant and equipment {372.4) (796 6)
Purchose of infangible ossefs {39.3}) {38 6)
Proceeds from sale of plant and equipmont - G4
Gronts and contr butions received 322 305
Net cash outflow from investing activities {(358.3} 220 9)
Net cash flow before financing activities (23.1) 189 8)
Cash flows from financing activities
Loan 1ssue costs {1.9})
Long-term Igans 2300 -
Term locn repoyments {65.4) (58 4)
Intarest poig 18b (193.2) (128.7)
Recents on dervative financial nsfruments 18¢ 87 435
Payments on dervative financial instruments 18¢ (11.8) {70.4)
Payment of lease habilities {201.8) (175
Net cosh flow from finoncing activities (235.4) (2255)
(Decreose)fincrease in cash and cash equivalents 19b {212.3) 1135.7)
Caosh and cash equivalen*s at 1 April 3794 5157
Cash and cash equivalents at 31 March 12 1671 3794

cxeeptona tams of L~1{2023 £30 8 millior) are excluded from cosn flows geteratad from operabars, per note 18

The comperators for interest pad and receipts/poyments on derivative financial instruments have been reclassified following
a change in accounting pohey (see note 1} There 1s o £149 6m1 increase 1o net cash inflow fram operat ng activihes with o
carrespona ng icrease to net cash outflow from financing activties, there 1s no impact on net cash outflow for the prior yeor.
More information s avallable under note 1 1o these financial stetements,
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FINANCIAL STATEMENTS

PARENT COMPANY CASH FLOW STATEMENT

2024 2073
Note £m f£rr
Cash flow from investing activities
Interest recewed 1.9 19
Long-tarm loen 1o subsidonry (0.2} -
Net cash flow from investing activities 1.7 T3
Increose in cash and cosh equivalents
Cash ond cash equivalents at 1 Apni 10.6 87
Cash ond cosh equivolents ot 31 March 12 12.3 106
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS

Glas Cymirs Holdings Cyfyngedig 'the Company') is a private company incorperated, gomiciled ana registered in Wales in the
UK The reg stered number 1s 09917809 and the registered address 1s Lineo, Fortran Road, St Mellons, Cardiff, CF3 QLT

The principol accounting pohcies odopted In “he preparation of these finoncial statements are set out below, These policies
have been oophed consistently to both years presented

BASIS OF PREPARATION
Glas Cymiry Holdings Cyfynged g s imited by guarantee and is the ulhmote parent company of the Glas Group.

The corsolidated finarcial statements of Glas Cymru Holdings Cyfyngedig ond the parent company financial statements
have been prepared ond approved by the Directors in accordance with UK-odopted international accounhing standaras
{UK-odopted IFRS') The consolidated financial statements have been prepared under the historical cost convention os
modified by the revaluation of fixed assets, other firarcial assets and Habilities (including derivative financial instruments) and
parent company investment ot fair value through profit or loss The presentational currency of these occounts s G3P and a'l
balonces ore shown rounded in £m

The preparation of finenecial statements under IFRS requires the use of certain crifical acccunting eshirrotes and requires
managernent "0 exercise 1Its Judgement In the process of applying the Group's cccounting poicies. The areas including

a hugher degree of judgement or complexity, or aress where assumptions and estimates are significant to the financial
staferments, are disclosed on page 180

BASIS OF CONSOLIDATION
The corsalidated finarcial statements inciude the financial statements of the Company and its subsidiaries Intra-group
transachons and prefits are eliminated on consclidation

The corsolidated financial statements incoroorate the results of bus'ness comb .nations using the acquisiton method In
the censclidated bolarce sheet, the acquiree's identifioble assets, labilities and contingant habiities are irihaolly recogmsed
o* ther fair volues at the acquisition date The results of acquired operations ere included in the Corsolidated statermeant of
comprehensive income from the date aon whicn control 1s obtaned

I he Company financial statements presen: nformation about the Company os o seporate enhty and no* about 1ts Group

GOING CONCERN

The financial staternents have been prepared on the going concern basis as the Directors hove a reasonable expectation that
the Group and parent company have odequate resources for o period of at least 12 maonths frorm the date of therr approval
and that there are no materol uncertainhies 1o disclose

In assessing the appropnateness of the going caacerr bas s of accounting, the Directors have reviewed the resources avalable
te the Group in the form of cash and committed bank facilities headroom, wh ch smands ot £485 mullion at 31 March 2024,
further extended to in excess of £600 million post year end follow.ng a new £125 million term loan being agreed,as well as
consideration of the Group's capital cdequacy The Group presently has £400 millien revolving credit facilities avallable to use
ot s discretion and should the Group deem beneficial will be untised in port to monoge operational cash flows, £80 million
has been drawn as at 31 March 2024 with repoyment made durning May 2024 The Group's revolving creait facilities currently
have a termination date of February 2027 The Boara has aporoved o Treasury refinanc.ng sfrategy, which sets out the
approach to be followed to meet the Company’s financing needs for the next & years The Group has evoluated the presen
market environment and considered ocur AMP 8 refinancing requirement, where we will need to refinance over £3 billion

Thus level of i guidity 1s considered adequate ta meef operational reeds o the short term and means we would not reguire
further funding bevond our existing revelving credis facihties untl Marca 2026, where our nex” maleriol deot repoyment s due
te occur

The Group hos mairtained active relationships with o number of lenders and also monitors market rrerds, being aware of the
regular, well-subscribed debt 1ssuances in the sector Coensidering the Group's credit ratings veing among the highest in the
industry, tne Directors are confiaent in the Group's ability to raise the required funds, in a Fmely manner and ot a competitive
rate, with varous alternotive ophions avallable such as early 1ssuance of our AMP 8 refinancing, prvote placement bonds and
term loans. :

The Directors have corside-ed the magnitude of potential impacts resulting from uncertoin fu-ure events or changes in
conditions. and the likely effectivencss of mitigohing act ons that the Jirecters wou d consider undertaking The firancial olon
has been subjected 1o a number of severe but plousible downside scencnos in order to assess the Goup's abllity to operare
within existing covenants and faclit es These scerar os consider: the potential impacts of increased tetex costs, including a
sigrificant one-off totex impact ansing 1In the assessment period; low and Figh inflatren environments elevated levels of bad
debt cutcome delivery incentive penalties, and the impact of thase factors matenalising on a combined basis Mit gating
actions were cons dered 1o anclude deferrar of capital expenditure and o reduction v other discretionary totex spend
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

GOING CONCERN {CONTINUED)

The Directors have olso assessen the polertal ~wpacts resuthing from the cost of hving cnss and nterest rates oresently
offecting the UK, one althowgn they gemerate o negotive on our finarcials, none of these factors pose a significant concern to ,
disclose in relatian to the Group's ab’lity to conbnue as a going concern i

Raduced cash flows would impact o1 key f nancial metncs 10 particular interest cover rottos  n the extreme downside scenario,
gearirg and interest covers retair neadroem within the frigger levels specifiad 1in o rowing covenants, and wh Ist “he reduced
cash flows weaken cur financial metncs, hey -emain within reting ogencies' guidance for our current ratings

Hoving considered these mal-ers, the Directors do not believe there are any malenial uncertainties to disclose ' refotion to the
Grouo's ability -0 ¢ceniinue 0S5 & going congern !

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
“he followng new standards, amendments and nterpretations have been adopted by the Group for the first ime for the
financial year beginning on 1 April 2023

Amendments |

= Non-current Liobilities with Covenants (Amenaments ta |AS 1}
« Insurance Contracts (Amendmants to IFRS 17)
e Defiution of Accounting Fstimates (Amendments 1o IAS 8)

¢+ Deferred Tax relored to Assets and Lickdihes ansing from o Single Transachon (IAS 12) i

The adeptror of these stardards, emencments and interpretations has ne* had a matena impact on ~he financiol statements
o the Group or Porent company i

The Group ana company have changed accounting palicy for tne classtficatian of .nterest paid on the cash flow statermer-
tnterest poid 1s now ¢ossified as o fingncirg aclivity 0s this 1s deenea to better reflact the nature of the cash flows

FUTURE CHANGES TO ACCOUNTING STANDARDS

At tne date of approval of these financial statemen s, there are new Sanaards end Amendments, which have not been
opphed i these financiol statements, *he Directors anficipate that the acopt.on of “hese Amendments In future periads wl
have no matenal impact on the hinanaal statemects of the Group or parent company

REVENUE RECOGNITION
Revenue represen s the 1ncome recenvable ir the ordinary course of business for performance obligamons delivered, excluaing
value odded tox Revenue 1s segrrented into the following two incorme streams

Regulateo revenue relates -o the provision of water, sewerage and reloted reta- services Revenue from cus-amers w th meters

15 recogrused wheo the servce 1s provided ard s measured hased on actunl merer rendings acd estirroted consumoton

for the period between the last meter reading and “he yoor end based on tariffs from fne scheme of cnarges published i
annually For customrers who are not metered, “he perforrmance stugation 1s the obilicy fo provide watar and sewerage services

througnout the perod Such custarners are charged on an annual basis, coterminaus with “he f nanciol yeor and revenue s

recocn sed on a straight- ne basis over tne financ al year

All water compan.es nave a egof obligation ¢ afow "hird parties to es ablisk an authorsed connechon "o thelr networks
and o rumber of actvibes Moy be necessary 'n order To acnieve “his, giv Ag rnise to the following fronsachions and occounting ,
rreatments unaer IFIS 15

« Cornecnon charges these are amounts recoived from developers for connechon 10 the network, wh ek the Group recogrise
as ineome on delvery of ~hot performance oblioation

- Infrast-ucture charges and requsitions tra -party centnibut ons towards the Grouo's obligansn to ensure future service
provision to ‘he connection or moins over s life, the Group estirmate that an average connectic~ lasts for 80 yeors ard
defor “he relecse of charges over That period

= Asset coophors Lsually sewers adopfed of no cost, whereby the receipt of ~he asset i1s out of scape of IFRS 15 and skould,
thercfore be recogniseo o fair value (wth aefe-ra of re ated no~-cosn incomre)

» Diversions paymrent in retura for moving o water ar sewer main fo accormmodate other infrastructure changes “he
performance cbhigation 1s *o move the man, with no additicna! asset creation, therefare, revenue s recognsed 'mmediately |

Other opera® ng ncome prircipally reiates 1o sales of gos Revenue from sales of gos s recognised upon deivery Lxports

c’ renewable elecricty 15 included with power cos™s as it 1s treated as @ nofural hedge 1o consJdmptian  he Group's energy
strafeqy ¢ o enter nto contracts whien fx 'ne prce of consurrphion less excorts of future power purchases in order o reduce
tne mpoct of power price vor.onces Fuporis of electnoty s recogmised vocn delivery |
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FINANCIAL STATEMENTS

EXCEPTIONAL ITEMS
Exceptional items are those sigaificant items, which are disclosed separately by virtue of their size and/for nature to enable o
true and farr understanding of the Group’s perfarmance.

INVESTMENTS
The Company's investments comprse eqguity hold'ngs in wholly-owned subsid.ones, os set out in Note 10 These are stated at
foir volue with any resultant gain or loss being recegnised directly in equity, In the revaluation reserve (Note 7).

The fair value has beer calculated using ar enterprise value based on shadow RCY with reference o discounted cash flow
opproach, the weignted averoge cost of capi*el ond peer company compara-ives

BUSINESS COMBINATIONS
In accoraance with IFRS 3, business combinations are accounted for using the acquishon method as at the acquis tion date,
teng the dote on which contral s transferred

PROPERTY, PLANT AND EQUIPMENT

“he ecanom:c value of the Group's water and sewerage business 1s derived from the Regulatery Capital Velue (RCV) set by
Cfwat during its price reviews every five years and accordingly 15 deemed an appropnate measure of the fair value of its assets,
The Group considers thot a farr value approach fo valu ng its assets better reflects the underlying value of the assets than
historical cost account ng which understotes the ossets’ current value In use

As at 31 March 2024, the total value of tangible and intangible fixea assets hos been reve ued o the ‘shadow RCV' of Dwr
Cymru Cyfynged g, being the 31 March 2024 RCV published by Ofwat in its PR19 Fincl Determination as adjusted for the
rmpact of any totex aver/underspend and *he Curcome Delivery Incentive rewards/penalties Tne classes of osset impocted are
infrastructure assets ano operational structures

The carrying volue of assets 15 reviewed for imparment f crcumstonces dictate that the carrying value may not be recoverable,
asset ves and residual values are reviewed annuaily

Property, plant and eguipment comprse

a. Infrastructure assets (being mains ond sewers, imgpounding and pumped raw water storage reseqvors, dams, sludge
pipehines and sea outfalls); and

b Other ossets {inc.uding properties, over ground operational structures and equioment, ond fixtures and fithngs)

INFRASTRUCTURE ASSETS

Infrastructure assets comprise prnasolly -mpounding reservors and o network of underground woter and wastewates systems
For accounting purposes, the water system 1s segmantad into components represent’ng categories of asset classes with similar
charactenstics and asset ives ~he wasewater system s segmented into components representing gecgraphical operating
areas, reflecting the way the Group operates its wastewater ccivihes

Experditure or infrasiructure assets relating 10 increases in capacity, enhancements or material reolacements of network
components 15 treated as additions, whicn are included ot cost. Experditure incurred in repairing and maintaining the
opercting capability of indwdual infrastructure comporents, Infrastructure renewacls expenditure’ is expensed In the year in
which the expenditure 15 ncurred.

The depreciatior charge for infrasfruciure assets 1s determined for each component of the netwoerk cna 1= based on each
component’s cost, eshimated residucl value and the expected rermnaining average useful ife The usefu overage economic hives
of the infrastructure components range principolly from 35 o 150 yeors, with o srall aumber representing approxmaay 4%
of the total number of infrastrocture assets failing cutside of this range

OTHER ASSETS

Other assefs are deprecioted on o straight-line basis over ther estimoted useful econamic wes, which are as follows

Freehold ouildings &0 yeors
Operotonal structuros 5 80 years
Plen*, equipment and computer hasdware 3-40 yeors

Assets In the course of construchion are not depreciated until commissioned Loend is not cepreciated
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

BORROWING COSTS

Borrawing costs are gereral and specific borrowing costs directly atnioutable fo the acguisition, construchion and produchon
of qualifying assets wnich are coprtalised Qualifying assets are ossets tnat necessarnly take a substontial period of time to get
ready for ther intended use or sale

ADOCPTED ASSETS
Adopted assets at o cost compromise pnncipally sewers. They are recognised as additions at farr value and deprec ated on a
straight line basis over an estimated use’ul economic life of 50 years

INTANGIBLE ASSETS

Intangible ossets orircipally comprise computer so%ware and related systern developments Intangible assets are intially
included of cost less accumulated amartisation Cost reflects purchase price fogether witn any expenditure a rectly attriburoble
to bringing the asset into usc, 'neluding directiy attributable interaal cos*s Research expenaifure 1s recognised as on expanse
as incurred Costs incurred or development projects are recognised as intongible assets wher the relevant recogrition criteria
are met

The carrying values of Irtangible assets ore reviewed for imparrment if circumstances indicate they moy rof be recoverable
Intangible ossets are armortised on o siraight fine bosis over therr estirmated useful economic lives, which range between 7 and
20 years These asset hves are reviewed annually,

LEASES

At ~caption of o convact the group assesses whether o contract 1s, or con-ans, a lease Where o lease 1s present o right-of-
use asset and lease liopility 1s recognised of the commencement aate The lease hability 18 measured at the preseat value of
fLiure ease payments due over the term of the lease, with the right- of use osset recognised os property, plant ana eguipment
o cost This s gererolly eguivalent to the initial measuremenrt of tne lease hability

L ease paymer®s are discounted using the interest rate imphcit n the lease or If that s not readily ava lable, the group's
ncremental rate of borrowing Gererally, the Group uses its incremantol borrowing rote as the discour- rale After the
cormmmencement date, “he lease laoil.ry 1s increased for the accretion of Interest (beng the unwinding of the discounting
apphed to future [ease poyments) and reduced by lense payments made. In addrhon to this the carrying amour™ 1s updated
to reflect any rerreasurernent of case mod-ficatons Remeasurements are typically requirec as a result of rent reviews or
changes to the lease term. In these cases o corresponding adjustment to the nght-of-use asset 1s made

Deprecation of r ght-o° use assets s charged oA a stroight-line basis over the 'erm of he lease Where ieases have o ‘erm
of iess thon 12 morths from the commencemer: dcte anc do nat have a purchaose option, the group aoplies the short-<erm
lease recogniticn exer~phor avaioble urder IFRS 16 The group applies the 'ow value recognition exemption perritted by
tne standord to leases of assets with a volue of less thon £2 500 Payments ‘or short-terrr and ow value teases are icstead
charged "o operating cests an a straight hne basis over “he period of the :ease

When ~he Grouo octs as o lessor, - determines at lease incephion whether each lease 15 a ‘irance (case or an aperating tease

GRANTS AND CUSTOMER CONTRIBUTIONS
Gronts and custamer contribut ors . respect of expenditure an property, plant ana equipment hove beer offset agarnst
tnesa asse’™s.

CAPITAL EXPENDITURE PROGRAMME INCENTIVE PAYMENTS

“he Group's agreements with its construchon partners invo'ved 1n deliver ng capital expenditure programmes incorporate
incentive ponuses payab e ofter comalencn. “he cost of property, plant and equipmenrt additions includes an accrua for
ncenfive boruses carned to dafe, refating fo projects subston-clly comolered a* tne vear-end, wirere the hkehnood of making
tne ncentive payment 1s cansidered probable Amounts recoverable from contrect nartners reiat ng to Targets ~ot be ng
acnieved gre recognised orly on complefed projects

176 ANALB . TZTO g A0TSR SR Tl e N 2 T MATC S PR2S



FINANCIAL STATEMENTS

INVENTORY

Invertories are stated at the lower of cost ond net realisable va ue

TRADE AND OTHER RECEIVABLES

Trade and other receivables are recognised initially at farr value and measured subsequently at amortised cost less provision
for impairment They are first assessed indwiduclly for imeairment, or collectively where the recewables are not s gnificant
indviduoily. Where there 1s no objechive ewidence of impairment for an individual receivable, it is included in a group of
recevables with similar credit nisk charactenstics and these are assessed collectively for impairment pased on the expected
credit loss. Movements in the provision for impeairment are recarded i the tncome Statement

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include highly hguid investments that are readily convertible into known amounts of cosh, and
which are subject to an insignificant risk of change in value Such investments are normally thase with ess than 3 manths’
maturity from the date of acquisition and typically include cash in hand and depasits with banks or other financicl institutions

PENSION BENEFITS
1) DEFINED BENEFIT SCHEME

The asset recogrised in the Balance Sheet in respect of defined benefit pension plons is the farr value of p an ossets less
present value of the defined benefit ooligotion at ine year end The far value of these assets has been estimored bosed

on the latest available observable prices, updated with reference to movements in comparable ocoservable indices o the
reporting date, and agjusted for ;udgements to reflect differences in the liguidity and credit components of the asset pricirg
The defined henefit obigation s calculated annuelly by an independent actuary using the projected unit method The present
volue of the defined benefit obligation 1s determined by discounting the estimated future cash autflows using interest rates of
high-guality corporate bends that are denominated in the currency ir wihich the benefits wil be paid, and tnat have terms to
maturity appraximating to the rerms of the related pension obligation More informatian is provided in note 21.

Actuaral gains and fosses ansing fram experience adjustments and changes in octuarial acssumptions are charged or cradited
to equity in o*her comprehensive incame in tne peried in which they arise

Post service costs are recognised mmmediately 1n the income statement

2} DEFINED CONTRIBUTION SCHEME
Obligohons for contributions o *he scheme are recogmised as an expense In the iIncome statement n tne peried 1n whch
they arse

OTHER FINANCIAL LIABILITIES

Debt s measured irhially of for value, being net proceeds after deduchon of directly attr butable 1ssue costs, with subsequent
measurement at amertised cost Debt 1ssue costs are recognised In the 1Income staternent over the expected term of such
instruments at o constant rate on the carryirg amount

“rade poyables are ob 'galions to pay for goods and serwices acquired in the ord nary course of business from suopliers
Accounts payable are classifed as currert hobil ties f payment s due within one year, or in the normao: operating cycle of
the business.

Denwvative instrumen*s utilised by the Group are interest rate swaps, inflation swaps and power heages Dervative instrurrents
are used for hedgng purposes to alfer the nsk profie of existing underlying exposures within the Group Derivatives are
recognsed intiolly and subsequently re-measured ot farr value Durning the year to 31 March 2024, only cne of the Group's
dervotives qualfied ‘or hedge accounting, but the Compaony elected not to appiy hedge accounting {2023 ore) These

instrurments are carmcd at far volue with changes in fair value being recogrmised immediately i the 1nco-re statement

LOANS RECEIVABLE

Loons recevoble ore meosured at far value on mha. recogrinon After imitial recognimion, loars recevab @ are subsequently
measurcd at amarhised cos® using the effective interest rate me'hod whereoy Interest I1s credited o the 1ncome s*atement and
edded fo the carry ng value of loans receivable at o constant rate In proportion to the ioan amaount outstand ng The Group
recognises a loss allowance for expected credit losses {LCL} on its loans recevable. The amount of expected credit osses I1s
vpdated at each recorting date to reflect changes in cred risk since nitia recognitior
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NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

FINANCING INCOME AND EXPENSES

Financing expenses include interesi poycble, indexatior on index-linked borrowings, irdex-linked swaps ard finance charges

on lease liobiliies recognised in profit or loss using the effecrive interest method Borrowing costs that are directly ottributable
to the acquisition, construction ar production of an asset that takes o substanha!l hme to be prepared for use, are cooitalised
as par* of tne cos® of tnat asset Finanaing inco~e comprises interest recevable on funds invested

lnterest income ang Inferest payable 1s recognised in prof.t or 'oss as it accrues, using ~he effective interest method

TAXATION
Incame fax for the year comprises current ano ceferred tax Tax 1s recognised in tne .ncome starement, excep* to the extent
tnat 1t relates to termns recognised ir other cormorehensive income or directly 1n reserves

Current tax s the expected tax payable on the taxoble income far -he yaar using rales suostantiolly enacted of the balance
sheet date, and any odjustrments to tax nayable In respect of prior years

DEFERRED TAXATION

Deferred 1ncome tax s provided in full, using the hab ity me-hod. on temporary a:fferences arising between the tax bases of

assers and hapilifres and theirr corrying amawnts in the consolidated financial statements However, the geferred income fax s

not accousntes forif i anses from inimal recogwt on of an asset or lab bty 1n o fransaction other than a business combination i
tha- at the tme of the transoachoen affects neither accounting ror taxable profit or ioss, Deferred Income tax is determined

ustng Tox rafes {ard lows) “hat hove been enacted, or substantvely enacted by the balance sheet daote and are exoected fo

apply when the -elafted defarred imcome “ax asset 1s rea sed or the deferred income tax hability 1s setted

Deferred income tax has been recogrrsed in relatien to rolled -over gains except for where reinvestment has been made in
certain operational assets, which the Group pfans to use unhit the end of therr useful econarmic ife The Group anhcipates that
these assefs will then be scrapped for neghgible proceeds, or oroceeds less than therr tax baese, and, therefore, no chargeable
gain is expected to arnse in the future

Deferred incorme tax ossets are recognised 1o tne exfen tha it s proboble thot future Yaxable protits will be ovailoole, aga nst '
which the tempcrary differences can he uthsed.

PROVISIONS

Provisions are recognised when the Group has a present legal or corstructve abigator as ¢ result of past events, it s
proboble “hat an outflow of rescurces wil be reguired o settie the obiigohor, ond fhe arrount hos been eshirmated reliobly
More informahion s provided n no*e 17 Prov siors are not recognised for future operating losses

Where there 1s o numoer of similar ooligatons, the likeinood that an outflow will be reaured i~ settlement 15 determined by
conside” ng the class of obligaticns as a whole A provision is recognisec aven f the likelihood of an outflow w th respec™ "¢ any
one iterm included 1n the same class of onligation 1s smali '

FINANCING RISK MANAGEMENT OBJECTIVES AND POLICIES

Treqsury activ fies are maonaged withun o forra set of rroosuty poincies ard objectives which 15 reviewed regulorly ond
approved by the Board at least arnually The pelices soecifrcally pronibit any transactions of o speculative nature ana the use
of comp ex hnancia rrstruments

Certa.n detaled peiicies for managing interest rate, currency inflation and liquidity rsks are epprovec by the Boara ana may
be changed orly with tne corsent of Dar Ty~re Cyfyngedig's Secunity Trustee R sk s mit gated further by lmeting the eve! of
exposure fo any one counferpar-y

The Group Jses financial nstrumrents to raise finance and monage operationcl 7k, these asiruments principady «nclade listed
bonds, leases, bank can ‘acl ties and der vatives

1) CREDIT RISK

Tre Creup's Boorg-approved treasury poicy odoots o prugent approoack to cosh maragement and ‘imed deposi's are p aced
for o moximrum of 3 ronths w th ban<s subjecs *o miniram long-term rat ng ertena of A /A3/A- Bonds con be purcnased
fror certoir AA-rated courtenarties witn maoturit es of up 0 e year and com~eroiaf paper ourchases of up to ore yeor cor
be placed witn certan AAA-rg-ed supranatorals ony Cunirg *re year ended 37 March 2024 the maximrmurm cash irvestment
with a sing e counterparty was £700 mllign (2023 £100 mitlion)
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2) INTEREST RATE RISK

The Group 1s covenanted to hedge at least B5% of s total outstanding financial liabilities into either ‘ndex-lnked or fixed

rate obligations. As at 31 March 2024, the Group had hedges covering 98% of its total outstonding financial habilities into
either index-linked or ‘ixed rate obligations, including free cash balances {(Z023: 100%) For this purpose, floating rote interest
llabilities are hedged through a combination of dernvative instruments ond cash balances The regulatory framework under
which revenues aond the regulatory asset value are indexea clso exposes the Group fo inflation risk Therefore subject to market
constraints and doard approval, the Group may seek to raise new debt through index-linked instrurments or to enter into
opproprate hedging transachions.

The Group analyses its interest rate exposure on a dynarmic basis. Various scenarios are simulated tok ng 'nto consideration
refinancing, renewal of existing positions, alternative financirg ard hedging Of total borrow ngs of £4,224 million as at

31 March 2024 (2023 £4135 million), £85 milion related 1o floating rate debt {Z023: None) The Group therefore considers
overall interest rate exposure at Ine bolance sheet date to be minimal.

As ot 31 March 2024 94% (2023: 970%) of the Group's gross debt was at fixed or index-linked to RPI rates of interest after
taking 1n*o account inferest rate and RPI swops The hedges estoblished to manage interest rate rsks are generaily economic
in noture, but do not satisfy the reguirements 1n order to be treated as hedges for accounting purposes Accordingly, all
maovemnents in the farr value of derivative financial instruments are reflected n the rcome staternent This has resulted 1n o net
hakility of £438 miilion 1n the balance sheet of 31 March 2024 (2023 £435 milion) but, assuming that the swops are beld fo
matunty, this wil ulimately reduce to £mil as poyments are made.

3) POWER PRICE HEDGES
The Group enters info contracts which fix the price of a proporten of future power purchases in order o redice the impact of
power price variences. *hese contracts gqualify as financial instruments and are included in the “inancial statemenrts

4) REFINANCING RISK

Refinancing nsk is managed by mairtaining a bolance between the continuity of funding and flexibility through the use of
borrowings across a range of Instruments, types and matur hes The Group's policy 15 o ensure that the maturity profile does
not Impose an excessive strain o 11s abiliy to repay loans Under this policy, no mare than 20% of the principal of Group
borrowings of £4 224 million (2023 £4,135 muillior) can fall auve 1 any 24-month perod

5) LIQUIDITY RISK

The Group maintains committed bonking facilittes 1n order to provide flexioid ty in the management of is liquidity

Under the Common Terms Agreement, which governs obhigations to bondho'ders and other financial credifors, the Group 1s
required to have cash available to fund operations for 12 months

As at 31 March 2024, the Group had committed undrawn borrowing faciliies of £400 millor, of which £320 millien (2023:
£200 million) rerrainea undrawn, and cosh and cash equivalents {excluaing debt service poyments account) of £167 million
127023 £379 million} There s alse a £10 millon overdraft facility renewable on on annual basis.

As ot 31 March 2024, there was also a specia hguidity facility of £135 milon (2023 £135 millien); this 1s required in order
to meet certain interest and other obligations that may not be funded through operating cash flow n the event of o standshll
being declared by the Secunity Trustee, following an event of default under the Group's debt financing covenants. The facility
has been provided by an ‘nsurance provider and 1s rerewable on a rolling 5-year evergreen bosis,

6) CAPITAL RISK

“he Group's objective wnen managing capital i1s *o safeguard its bty to continue as a going concern. Given the reguiatory
envirgrmeant in which the Group operates, the Group monitors capital on the basis of the gearing ratic This is calculoted as
net deb* {as defined In the Group's borrowing covenants) as o proportian of its Regulatory Copital Value as deterrmined by
Ofwat and linked o movemeants in the Corsurmer Prices Index ([CPIH) As ot 31 March 2024 the ~easure of regulatory gearning
was 60% (2023 53%)

In respect of the nsks detoiled obove, further quonttative disclosures are provided In note 16.
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NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

PARENT COMPANY GUARANTEE

The Company has prowded a guarantee for each of the following subsidiaries in order for them to fake the exemption from the
requirement of an audit, 17 line wrrh the requirements of S479A of the Compaonies Act 2006

« Cambran Utlities Limited, company number 10082803

= Welsh Water |nfrastructure Limited, company number 10082776

+ Welsh Water Holdings Limired, compony number 10079953

« Welsh Water Organic Waste Lirmited, company number 11468450

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparat on of financia!l statements conforming to IFRS requires the use of estimates and assumprons that affect the
reported amrounts of assets ard liam 1ies at the date of the f.noncial statements ard the reperted amounts of revenue and

expenses during the reporting period A though these estmates ore based on management's best krowledge of the amaount,
event or achons, actual results ulhmately may differ from those estimates

1) PROVISION FOR IMPAIRMENT OF TRADE RECEIVABLES
Collective impairment losses on recevablas with similar credit nisk are colculated using o stat shical model Management use
stondardised collechion rotes os chserved aver the preceding 3 years o determine the level of bad debts There are as follows

Meosured debt based on h starnical data

* 100% of debt not recovered for a period o7 over fwo years old,
« 99% of debt between 1 - 2 yeors, and

» 5% of deot less than a year old
Lnmeasured debt bosed on nistoricol doo

- 100% of debt not recovered for o perod of aver two years old,
+ 99% of debt between 1 - 2 years, and
- 8% of debt less -hon o yeor old

Accounting estimate - the probability of faling to recover ¢ debt s based on expected credit loss, determ ned by past
oxperience as shown in the builet points above, ond expected future mavements in coliechon rotes, adjustea for changes

In external factars (iIncluding the estimated impact of the Cov d-19 pandemic and the current affordability cnsis impact ng
UK houscholds) The accuracy of the impairment celculation would, therefore, be affected vy uncxoected changes to the
sccnomic situanion, ard to changes in custormer behaviour “he key sersitivity assuriphors used in the prov sioning process
are as follows:

- A £2 milon ircrease in the provision, cauivalent to "% deterioration n cash collection rates, providing for the current
economic situat on, and

< 90% of chargirg orders will be recaovered In Future penods besed on husoric trend.
To the extent that the failure fo recover ceb’s in arrears orters by 5%, the provis on for mpa-rment would ircrease or decrease

by £2.0 millon (2023 £2.0 milion)
2) PARENT COMPANY'S EXPECTED CREDIT LOSSES ESTIMATE

The Company gpproached ts rmpairment assessmant of infercompany loans via historicol end forward-looking analyses,
using both qualitatve and guanttative informatiar A core focus of the ‘orward-look ng analys s was cash flow forecasts for the
next two years, 1o 37 March 2026 This i1s aligned with the end of DWr Cymru Cyfyngedig's {the Groun's operating compony)'s
current perod 6f regulated revenoes dunag which trere 1s certainty of billed turnover values b add tion, consideranon was
mode to the loqg term viability assessren? with o review penod over seven yea's, ovallable on pages 67 to 71

"he above assessrrent led maragertent to concluded that the Comoany's intercor-pany loan)s of low wredr nisk, ond this

‘s supportea by the Group's nigh gualty creat (ranings of A3 A- and A frem Moody s, S&P and F toh respectvely) As suchk,
the oan falis wih n 'stage 1 of IFRS @'s imparment model end 12-monrth expected credit losses can be calcu ated Trese
were deferminad o be mmatenal ang, "nerefore, no adus-men- fo carrying values nor acd honal disclosures ware cons:dered
~ecessary
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3) PENSION BENEFITS

The present value of the pension obhgations 1s dependent on the actuarial caleulation, wihich includes o number of
ossumptions The key assurnpt ons are the discount rate, price inflation, salary increases ond mortality rates, which are used
to caiculate the present value of the estimated future cash outflows that will be reguired to meet the pension obligotions.

In determiming the discount rate to use, the Group considers market yields of high-quality corporate bonds, denominated

in sterhng, that have fime to matunty approximating the terms of the pension hobility Were this discount rote to reduce or
increase by 0.1%, the carrying value of the pension obligaticns as ot 31 March 2024 would ircrease or recuce by £5 0 million
{2023 £57 millien}. It should be noted that actual zotes may differ from the assumptions used due to changing market

and ecanomic conditions ond longer or shorter lives of participants and, as such, this represents ¢ key source of estimation
uncertointy. Sensitvit es in respect of the assurrptions used dunng -he year are disclosed in note 21

If the scheme’s assets underperform relative to the discount rafe usea to calculate the hakilties, this will decrease the value

of the projected surplus or increase the value of the projected defict With the exception of casn, assets consst of pooled
invastrrent funds, olterrotive strategy funds and property funds, which are not quoted on an achive market Of total assets
omounting *o £420 0 million (2023 £412 1 milhon), assets with a fair vaiue of £113 4 million {2023: £114.8 million} are Level 3
financial assets, these are considered to be the least liquid and hardest fo vaiue and are, therefore, subject to a higher degree
of estrmaotior The farr value of these assets has been estmated based on the latest ovailaoble observable prices, updoted

with reference to movements in comparable observabie indices to the reporting date, and adjusted for judgements to reflect
differences 'n the hguidity and credit components of the asset pricing. A 5% movement in the fair value of *hese Level 3
financial assets would increase or decrease the overall carryng value of the pension asset oy £5.7 millkon (2023 £5.7 million)

The mortaolity assumpthion used to calculote the present value of the pension obligations s broxen down into two distinet parts.
Firstly, current mortality rates {base table}, and secondly, how these rates should allow for future iImprovements Tor the present
value caiculation, the S3PxA base robles hove been used, adjusted for weightings of 101% for males and 1C4% for females,
with impravermeants 1in lne with the CMI 2022 projechon moded, with a long-term trend rate of 1.0% per annum. The CWVI madel
15 used oy UK pension schemes and iasurance companies, which need to make assumpions cbout future mortality rates

4y ACCOUNTING FOR LEAKAGE AND PER CAPITA CONSUMPTION RESTATEMENT

As reported in FY 23, the Group proposed o custemer redress packoge totalling £29 million to address the restotermen- of the
Group’s leckage and per capita consurnphon performance In March 2024, Ofwat concluded ther inveshgaohon inta "We.sh
Whnter lea<age performance’ acceptinrg the proposed packoge.

Accounting judgement The Group has applied judgement to the sfructure of the package, spli*ting the redress between
mmediate customer rebate and foregoing future RCV Custorner rebotes of £15 mitlion have been defroyed in full n FY 24
and alse will foregs £14 miilion for the RCY uplift ot PR24

A provision Is not recognised at 31 March 2024 for the £14 myihon redress element as it represents lower expected prices to be
charged -o custormers to be agreed ot a future date througn the regula-ory mecharism Under the regulatary mechamsm for
PR24, the Group 1s entitted to recover regulotory averspend for FY 21 and FY 22 thot 1s aftributoble o leakage expendture, but
the Group wi!l not take tnis into accodunt n the RCV uplift on 1 Apnl 2025

5) PARENT COMPANY'S INVESTMENT IN SUBSIDIARIES

Glas Cymru Holdings Cyfyngedig's investmen® in ifs subsidianes is reported at far value, using an enterprise value basea on
shadow RCY witn reference to o dscounted cash fow opprooch, the weighted average cost of capital and peer company
comporatives. The discounted cashflows are based on the Group's Fnancial p on for the yeoer to 31 Morch 2025 and the

PR24 submission to Ofwat for the five years ended 31 March 20230 There s an inheren- uncertointy involved 1n valuing the
investment at RCV without any premium with each 1% premium increasing the vailuation by £75m. The reduchion in valuaton in
the year reflects the current negafive industry sertiment which has resulted in a lower prem-um over RCV oeing app ed
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NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

6) FAIR VALUE ESTIMATION
In secordance with IFRS 13 Fair Value Measurement, trading and freasury dervatives of the Greup are categorised into
different levels:

Level 1: quoted prices {unadjusted) In active markets for identical assets or liab. ties

Level 2 inputs other than gquoted prices included withir Level 1tho* are observeble for the asset or hobility, eitfer directly
lprices) or inairectly {derved ‘“rom prices)

Level 3 irputs for the asset or liobiiity not besed on cbservabie market data

Al of the Group's treesury denvahives ore cafegor sed os Leve! 2. Ir accordonce witn *FRS 13 on odjustrent factor hos been
cpphed to the swaps based on industry stondard practice to take in1o account credit risk by estimaning future cosh flows based
on epplicaple nferest rate curves Projected cash flows are then discountea back using discount factors, which are derived
from the applicabie interest ra*e curves ad usted for management's estimate of counterparty nnd own credit risk ana market
risk, where appropriate

Tradirg denvat ves, relating to power price hedges, ore categorised as .cvel 2 where marked-to-market vaiuations are recewved
for these trades. Where mar<ed-1o market voluations ore no~ receivea the farr values are estimated rather than ooservab e and
are, therefore, cotegorised as _evel 3

At 31 Maren 2024 the fa r values of derivat ves were as follows
Level 2:

Assets frading dervatives £12 millicn reasury adervatives £nr (2023 trading derivotives £99 millon, treosury
dervatives £ri'}

Liabilities: frad'ng derivatives £nil, treasury denivatives £4391 milion (2023 trading dernvatives £nil, treasury denvotives
£444 5 mullion)

Tradirg denvetives reiate 1o power hedges Treasury derivalives re ole fo interest rate swop contracts All derivatves are
recorded on the balence sheet ot forr value

Leve & dent investments are valued using a aiscounted cash flow approach, whien discounts the cantrac aal cash flows using

discount rates denved from observable market prices of other austea debt Instruments of the counterpartes

T) CAPITALISATION

There 1s o high aegree of jJuagement involved in defermirirg whether costs. both im“ial and subseguent expendi-ure, including
errployee and other internal expenaiture en both infrastructure and non 1afras*ructure assets mee!t the relevant enteria

for caprtalisation (directly attnbutoble to the asset, brovide probab'e econormic benefit and con be measured reliably) and,
tnerefore are included In the valuahon of oroperty, plant and equipment, or olternauvely should ne expensed irrmediately

We capitalise expenditure relating to employee costs on both o direct and an ndirect basis, tnrough the Lse of timesheets
and estimotion of overhead casts ~hat s attrndutoble to o caoital project, which 1s reviewed ar ¢ mirimum annually Were our
copitahsat on aercentage to increase or decrease by 5% this wouid result in o financial imoact of £9.7 milion sased on total
ermployment costs

“hiss monitored cortinually through a process of capital programme cos* challenge and operotng cost scrut ny,
complemcnted by a third-party anclys's of the capital programme breckdown oetween maintenance costs crarged to the

income statement ana prooerty, plors and equipment addifions to The palgnce shea*
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8) USEFUL ECONOMIC LIFE IMPACT ON DEPRECIATION

The estimated useful economic lives of Property Plant and Equipment (PPE) and intangible assets has been estimated boased
on management’s experience When mancgement identifies that actual useful economic lives differ materiolly from the
estimotes used to calculate depreciation, that charge 1s adjusted prosgectively Due 10 the significance of 2PE and ntangibles
investrment ta the Graup, vanations between actual and estimated useful econemic ives cou'd iImpact operatirg results botn
pos:tively and negatively As such, this 15 o key source of estimation uncertainty Tne deprecichon and amorhisation expense for
the year was £3867 muition A 10 per cent imcrease in averoge asset fives would have resulted in a £35 2 million reduction in

tris figure and a 10 per cent decrease i overage asset iives wouid have resulted in a £38 & milhon increase in this figure

9) CLIMATE CHANGE

The natural environment within which the Group operates 1s constantly changing, and this influences how Its water and
wastewater services are to be delvered in the future The Group has errbedded ambitious chimate-related targets within

Its strateg.¢c goals, affecting the portfe. o of assets required In its operations to deliver such services We have conducred a
review, In line with our TCF D disclosures, for potential impacts of cimate change and environmenta, legislation or the Group's
decorbomsation measures predominantly in respect of the valuation of the praperty, plant and equipment held by the Group
and provisions or contingent liabilities No amendments were considered necessary in the financial statements this year

with further anclysis to be conducted throughout the new financial year. We will review the 'mpact of climate cnange on the
financial statements annually upon further informetion becoming avoilable

The Group will continuously took to further erhance the accuracy of Ifs useful lIfe assessment through the introduction of more
forward- looking information in asset ife reviews The Group will continue to mihgote the exposure that the corrying volue of its
book asset base hos o climate-related risks through strategic planning achivities that incorparate defined climate scemanos,
climate chonge mitigation pledges, ond long-term cimate projections Tre Group nstalls permanent flood defences and other
resilience measures at the most vulnerable faciliies to protect its assets

Further information on our climate-change strategy ‘s avallable on poge 30

10) INCOME FROM CONNECTIONS TO TEH WATER AND SEWERAGE NETWORK

“he Group receives Income from developers for new connections to the water and sewerage networks in the form of odopred
wnfras'ruclure assets. In assessing this Income, we have jucgea the contract to be outside the scope of IFRS 15 and therefore
teLoyinsed u deferred ncome bolance of the farwnlie nf the nssets adopted which s released te the income statement

to reduce the depreciohion of the associa ed assets to which the relate. Any connecton charges o developers or dameashe
custormars for new connections to the network are recogrised immediately 11 revernue on completion of the new connection as
that 1s judged to be the serformance abhigation under IFRS 15

RESTATEMENT

“he consohdated balance sheet at 31 March P03 hos been restated for tne presertation of dervalive financia instrumen's
Derwvative financral instruments are now presented as a single unit of occount, whereas prevously multiple units of account
were applied to each ins*rument This has resulted 1In changes to dervatives in *he balance sheet as follows:

- non-current assets - decrease of £314 4 million

«  cJrrent assets - aecrease of £27 3 muillien

« currert haoilities - decrease of £26 3 million

= non-current iokihties decrease of £309.4 miller
There 1s no impaoct an the tota bolance of denvative fincacia 1nstrumen’s or on net assets

The consolidated income statement ana consolidoted cashflow staterment {see cnange (r accoun*ing policies on page 174)
far the year to 31 March 2023 have beer restated for *he presentation of financial experses, witn £20.9 million now disclosed
as payments on dervative linancaal instruments as an clement of the farr volue goir on dervatives rather than neing included
in *he financicl expenses heading There is no impact on fefal financ ol expenses, the toss for The year or net cashfiow for

tne year
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CONTINUED

ihe Directors consiaer that there s only one operating segment, being the operation of water ard seweroge business (and
peripheral commercial activities) in the LUK As the Group has only dormestic activities there is olso only one geographical
segment; thercfore the disclosures for this segment Fave alsc already beer gven A these financial statements. The Dywr
Cymiry Executive 1s the Group's chief operoting decisior maker with reparts provided to it on this basis

While the Group operates in a single segment, its achivities can be d saggregated «fo the fo lowing princ.pal income sireams

2024 2023
Group £m fm
Regulcted revenue
Woaoter 374.2 3306
Sewcrage 495.6 4573
Retall 46.8 46 9
Total reguiated revenue 9%6.6 8318
Other (non-regulated) 1.3 3.0
Total revenue 9279 8438

Reguloted revenve relofes 1o Yhe prowsion of water, sewerage ond related re*all services operahing under Er Cymry
Cyfyngedig's icence os par of the water ‘ndustry in [ngland and Wales, regulerea by the Warer Services Regulation Autaonty
{Cfwat)

\

Other (ron-regulated) revence relates to ncome streams whicn are not subsect to Ofwat’s price contro., these principally
comprise orgaNic energy genaration and cerfamn other act wities, which are pernpheral and/or complementary to the Group's
core water and sewerage pdusiness

On 25 May 2023, Cfwat launched an investigation into Welsh Water's reporting of leckage and PCC and on 31 May 2023
served o 5203 Nofice under the Water Industry Act 1991 requ-ring further information “rom the Compony

As reported in FY 23 the Group proposed a customrer redress nockage to'alling £29 million, accepted by Cfwat wher therr
investigation was concluded in March 2024, As port of “his package, customer rebates of £15 million were provided for at
31 Mareh 2023 and recogrused witin the ©Y 23 Water incorre sireom  The robaies hove been defroyed i fuil durng FY 24
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The following itfems have been included in arnving ot the operating {loss)/profit

2024 2023
Group £m fm
Operating expenditure
Power 761 74 3
Crermicals 227 219
Materals and equipment 97 @7
Vehicles ang plont 59 66
Off'ce expenses 6.7 59
Property costs 3.3 35
Insurcnrce 7.5 G6H
Water anc sewerage contractors 12.3 271
Laboratories and anawytical services 1.7 1.4
Collection commussions 15 19
IT cantracts 17.3 149
Bought-in services and other cos™s 555 528
Ernployee costs {note 20} 1937 850
Staff costs capitohsed or classified to infrastructure renewals expenditure (88.0) (791
Research ard development credit {0.5) {0 5)
Rates : 26.3 270
Natural Resources Wales/Fnvironment Agency chorges 17.3 16 4
Fees payable to Auditars 0.8 a7
Total operotional expenditure 370.3 3761
Impairment ot troade ond otner recevabies 2R 3 24.8
Other operating Income {5.2) (5 3}
Exceptional rem - os
Infrastructure renewals expend ture 101.3 780
Depreciation and amortisotion
Depreciation of property plant and equipment 329.6 3196
Movement in deferred income 147 (12.4)
Amaortisahon of intangible assets 42.4 . 39.6
Tatal depreciation and amortisation 3867 3468
Total operating costs 8814 3512

The Group incurred insignificant expenses relating to short term leases, leases o ow-voiue ossets or variable lease payments
In 2024 and 2023

Staff costs in the year of £3 6 million [2023 £ril) have been classified to infrastructure renewals expenditure
Other operat ng Income prinapally comonises income from the expart of internally generated gos

Moverment in deferred income relates to the income recognised on asset aaopted by the CGroup at ni. cost where the assets
are Initiclly recognised ot foir value within fixed aossets and deprecicted over therr usetul economic life with o corresponding
rmovement 1n deferred incorre.

Exports cf renewable electnci'y 1s included withir power costs as it 1s treated as a na*ural hedge to our consumption

Qur energy strategy Is to enter Into contracts which fix the price of consumption less exports of future power purchases in
order 1o reduce the impact of power price varionces. Dunng the year, consumphiar charges armounted fo 1834 million {2023
£82.6 miltion) and we exported £8 4 million (70273 £150 miilion)
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NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

SERVICES PROVIDED BY THE GRCOUP'S AUDITORS

During the yeor, the Greup obfoined the fellowing services from its statu*ory Auditors

2024 2023
Group £00C £000
Audit fees
Audit of porent compony and conso dated financiol starements 61 68
Audit of subsidiary compeonies 51é 467
Total audit fees 577 535
Audit related assurance services 10& m
Othear assurance services 14 71
Total audit, audit-related and other assurance services 824 77
Total cost of services provided by the Group's Auditors 824 ral

Audit-rela‘ed assurance services include cudif wor< in respect of regulatory requ rernents the Annual Performance Report

The Board has adepted o format policy with respect to services receivea from external Auditars. Al non-audit work will be
sub ect 1o prior compethitive ferdenng and approval by the Audy Commiitee

EXCEPTIONAL ITEM

There were no exceptional items in the year to 31 March 2024.

In the year to 31 March 2023, we racagnised an excephtional item toralling £30 8 wlion This item represents awards of
pension increases above o 5% cop Jnder o ‘best endeavours’ clause In our pension scheme rules fu R increases could
anly be owarged f certan cr tena were met In Y 23 scheme owards above a 5% cap nove been paid by the pensior scheme
cnd, as the scherre 1s now 10 surplus. these condifions are expected o be paid 19 the future Therefore, tne expense 1n FY 23
reprasents the additiona’ awaras given. In the future 11 1s expected that changes 1o this assumphion will be presentec 1n Cther
Comprehensive lncome as requireg under IAS 19 This s disclosed as exceptional in I'Y 23 as +he accounting treatment of
these increases through the orofit ana loss account will orly occur that year, was a signficart vaiue, and it did no- closely
reflect day to-day aperat onai expenditure. For the avoudance of doubt, managemen will make consideranon of the ‘best
erdeovours' clause 'n all future periods ard as such any movemert 1n estmate will be presented as Other Comprehensive
Income os requirea under (A5 192
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2024 2023
Restated
Group £m £fm
Interest on nves-ments 20.5 149
Net interest ncorme on pens.an scheme | ab.lihes o7 -
Finance inccme 21.2 149
Financial expenses
Interest payobie on bonds (102.0) 97 5)
Indexation on index-linked bonds {115.3} (161.4)
Indexation an index-linked loan (1.7} (30 3)
Interest payabie on leases (includ ng swaps to RPI) (28.9) (G 2)
Other laan interes: {23.7) 18 1)
Other interest poyeble and finance costs (7.0} {70}
Net interest charge on pension scheme habilimes - (2.0
Capralisaton of borrowing costs under 1AS 23 (2024 5 5%; 2023: 19%) 18.6 28.3
Financiol expenses before fair value gains/(losses) on derivative financial instruments (270.0) (297 6)
Net receipts/payments on dervohive finenoial instruments 374 (20 9)
Foir value (losses)/goins on interest rate swaps 42.86) 321
Fair value gains on index-linked swaps 441 1572
Foir volue {losses) on trading dervatives {8.8) (297)
Fair value gains on derivative financial instruments 301 393
Net finance cost {218.7) (143.4)
tair va ue losses excluded for coverant reporting 73 (160.2)
Net finance costs for covenant reporting {211.4) (303,6)_

Ihe comparators for firancial expenses ond sefttements on derwvative finaccial iInstrumrents settiements in the year have been
restated Financial expenses hove reduced by £20 9m with o corresnonding decrease in fair value gains on dervatves Mare
informat on 15 avalable under note 1 1o these finoncia statements

Denvative financial iInssruments cre held for econorric hedaging purposes although they do not gualfy as accounting hedges
Consequently, the Group's interest rate and index-linked swaps are fair valued ot each balance sheet date with the net loss
or goin disclosed in the income statement Over the life of these swaps, If heid to matunty, these fair value adjustrrents will
reverse and reduce to zero {See note 15 In respect of dervative financial instruments held cn the oaiance sheet)

Interest rote swoap movements are caused by fluctuations in long-term interest rates, while the ndex-linked swop movernen-s
result from fluctugtions In the value of iIndex-tinked gilts.

ANALYSIS OF CREDIT INTHE YEAR

2024 2023
Group £m fm
Current tax
Current tax on loss for the year -
Current tax an research ana developrment credit - (O1)
Adiustment in respect of prior years 01 o1
Total current tox 01 -
Deferred tox
Onginatior and reversal of himing dfferences 39.8 461
Adustment in respect of prior years 1.5 {20 3)
Total deferred tax {note &} 41.3 258
Toxation o ) 44 258
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NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

Current tax 's corporation fax, which 1s vayoble on o compeny's profit or oss adjusted for tax purposes and I1s ony charged
where o taxable profit arses afrer these tax adjusiments - see currert tax reconciliction

Current taxes 1n respect of prior years of £01 mil'ion (2023 £071 million) relate to tox credits *or R&D, and "he rerred-ation of
contaminated land

"he deferred tax credit ir respect o pr or years hos ansen from the identificatiorn of ar additionol plant ard machinery
expenditure, which was slgible for o 130% super-deduction when the 2023 corporation tax compuralion was fina ised

The 2023 cormparative includes a prior year deferred tax cnarge of £210 million resulting frem changes to the valuomion
of .nfleton-lirked swops which arose tho” year These hed prevously been expected To reverse atter March 2023 wher the
corporation tax would be 25% rather *han 19% However, as they reversed 1n 2023, when tax rate wos 19%, on aoditional
charge of £210 million was disc osed as a prior year fem as it related fo o change in an estimate made at 31 March 2022

The 'super deduchon' reg me for plont ard machinery expenditure ended or 31 Waoreh 2023 Therefore, there 1s Mo tax credst
in the current perioa

In Decerber 2027, the Organisation for Economic Co-aoperorion and Deveiopment (OZCD) relecsed moedef rules for a new
global munimum carparate tax framewark applicahie to multinational enterprise groups with glabal cevenues exceeding
€750m (Pillor Two’), The BL2S Piliar Twe Minimmum Tax legislation was substanfively enocted in June 2023 in the UK ard will
be effective for the Group's finoncial year beginning 1 Apnt 2074 The Group has applied the mandatory Temporary excep*ion
under 1AS 12 in relation to the accountirg for deferred taxes onsing from the imp.ementation of the Pillar Two rules, "he Group
has assessed its potential exposure fo Pilar Two income taxes and rhe new ru es are rot expettec Yo have a mafera impact
on the rox cnarge for the Group

The effective rate of tax "or tne year 1s lower (FO23; lower) thon the standard rate of corporahon tax i the UK of 25% (207”3
19%) The diffcrences are explained nelow

2024 2023
Growp — - : £m .
Loss before tox aT72.3) {150 5)
Loss before tax multip red by the corporation *ax rate :n the UK of 25% (2023 "9%) 431 °8.6
Effect of
Adjustments in respect of prior years 1.6 120 2)
Depreciation charged on non-quai fying asse’s (2.6) )
Expenses not deduchole for Tax purposes [{olra {0.1)
130% super-deduchon for p ant and mach nery - 28
Difference in standord rate of corporat or tax (19%) and ra'e used far defarred tax (25%) - 166
Texation o “ 414 258
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s

CURRENT TAX RECONCILIATION

“he table below reconciles the notional 1ax charge at the UK corporation tax rate to the total current tax charge for the yeor

2024 2023
Group £m frr
Loss before Tax 172.3) (150.5)
Expected tax credit (25%, 2023 19%) 431 286
Depreciation in excess of cap tal allowances {70.4} (34.8)
Pension cos*s in excess of payments 0.2 62
Expenses not deductible for tax purposes {0.2) (0.2)
Envirenmental non-compliance fine (0.5) -
Fair value movements in derivatives - nen-taxcble 21.4 661
IFRIC 18 - release of income not taxable 41 2.3
Movement in provisions deductble when paid 0.5 o3
Capitalised interest - tax deductible when captalised 47 54
R&D Expenditure Credits taxed in prior years - (o3 ]
Adjustments in respect of prior yeors 01 [oN]
Tax losses carmed forward {2.9) (61 7)
Current Taxation 0.1 -

The Group invests heavily in copital expenditure and 15, therefore, able to clam tax relief in the form of capital allowances,

a Government tax relief whick aims to stimuiate this type of inves*ment. As the Group has no sharehalders the surpluses it
generates help keep water bills down and are also reinvested to improve the quality of services to customers, rather than be ng
paid fo shareholders as divigends. This reinvestment 1s often in *he form of capital expenaiture, which attrac*s further capital
allmnnres As noresult of the Groun's profit forecasts and the capital ollowances it s able to clorm following the introducnion of
the full expensing regime for plant and machirery expenditure, 1he Group does not expect to pay corporation tox during AMPS
(2026-2030).

The maost significant factor impacting the Group's current tax charge 1s the difference between depreciation charged on
property, olant and eguipment in the financia! statements and the tax relief claimed for this expenditure {capital allowances)
Deferred toxes are recogn'sed on the temporary difference between the carrying amount of the fixed assets in the accounts
and the amount that will be deductible for tox purposes in future years, Deprecation exceeds the ¢clam for copital allowances
as the Group 15 able to determine the armount of capilal allowarces it claims durnng each period 1n accordance witn tne tax
legislator Capital ollowonces have not been fully claimed this year, or 11 the orior penod

Treasury dervotive financiol instruments are carned at therr fair value Foir value gains and losses (excluding payments and
receipts) ansing between bolance sheet nates are recogrised in the income statement but are not subject to corporation tax,
Deferred taxes are recognised on the temporary difference which s equal to the net fair value of the dernivatives in the financial
statements less the amounts which hove been geducted for tax purposes.

‘ax rel’ef 1s claimed for interest costs which include the effect of the current year cash flows releting o treasury dervative
financial instruments Tax reliel is also claimed for interest which 1s cop tolised as part of fixed assets (see note 4) The Group 1
entirely UK resident for tax purposes and 1s funded wholly by external debt, which s fully deductible in accordance with UK tax
legislat on. The Group hos elected to be trea-ed as 'qualifying infrastructure companies' under the Pubic Berefit Infrastructure
Exermption provided for within the corporate interest restriction fegislatior As a result, there s no interest restriction for the
current period (2023, £nil).

MNew deot 15 ra sed through bond 1ssues and the Groun's boads are listed on the Luxembourg stock exchange As 'quoted
Eurcbonds’ there is no reguirement to deduct UK withholding tax from interest payments As such, there are no tax
advantages *o list ng nonds In Luxembourg compared to London, os bonds listed on either exchange benefr from a
withhalding tox exernphion in relation to inferest Whilst bonds are 1ssued os bearer bonds, they are transferred electronicelly via
furoclear and ClearStream ond hove not ceen “ssued in ‘definrtive form’ {(paper form).
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NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

Beferred tax 1s calcLlated in full on temporary differences under the lab ity method using a tax rate of 25% (2073 25%)

“he movement in the deferred tax provision 1s as shown below

2024 2023
Group £m £
At Aot 8221 £68.4
{Credit} to 1ncome s*crerment (41.3) (25 8)
Charge fo the Statement of comprehensve income 10 "espeact of actuol goins on pensan
benefits 6.6 3N
Charge to the Statement of compretensive iIncome in respect of revaluahon of fixed asset 354 148 4
A1 3 March 8228 522

Deterred tax habihties ot 31 March 2024 are disclosed on the baolance sheet as £812.3 milllon deferred tax | abilities and £10 5
million set ogainst the pension scheme surplus under Nnon-current assets .

2024 2023
Group £m fm
Effect of
Tax allowances in excess of depreciatior 346.5 3662
Deferred tax on revailuamion of fixed assets 567.2 56b9
Cap!tal gains ralled over 4.0 4.0
Deferred tax on tax losses carried forward (103.2) (93 4)
Deferred tax on losses on dervative fimancial instrumen's {1.0) {22 5}
Pensions 10.5 37
Other tox differences (1.2) (18)
Deferred tax ] 822.8 8221

An analysis of the movernerts In the major deferred tox L abiities and assets recognised by the groun s set out beow

Accelerated

tax

depreciation Pensions Tox losses Qther Tetal
L £m £m £m £m £m
Al Apn| 2022 2075 (19 3) Ba) m a3 A58 3
Crarge/{creart} to income (19.8) (87) (84.8) 870 (257)
Charge/{credit) to reserves 148 4 31 - - 1795
At 1 Aprit 2023 2361 37 {93.4) [24.3) B221
Chargef{credit) to income (53.8) 0.2 (9.8) 221 (41.3)
Charge/(credit) 1o reserves 354 6.6 - - 42.0
At 31 March 2024 9177 10.5 (103.2) {2.2) 822.8

Deferred taxes have been recogrised on tne temporary dfference between rhe carry ng amourt of the fixed assets n the
Geceounts and the amounts 1hot wil be deductible for tax purooses (copita! allowances) in fulure yeors As caprrol a.owances
have exceeded the deprecration charged or the fixed usse s to dare tnere 1s o deferrea tox hability of £346 9 ~ition ar the
bolance sheet date (2023 £366 2 milion} A deferred tox I ab ity of £567 2 million {2023: L5659 mil ‘o~) has aiso been
recogn sed .n rela*ion to revaluotion surcluses ansing from revaluing ‘ixed assets to ref ect Ofwat's 'shaaow regu ofory caortar
valee' The associated deferrea tax cnarge s charged -0 the revaluation reserve

“he Croup has recogmised o deferred tax asset of £10 millan (2023 £22 5 rmilion) 'n resoecr of dervative financial
wnstromrerTs whien are carred of “her foir velue ' the accounts The foir value moverner's re oting 1o dernvalives are no*
subject 1o corporation tax 1n the period n which they arse but are taxab efdecucible 11 iater periods wher the actual cash
fows accur Tne ~aturhes of the denvat ves are set aut n note 15 and in some cases exterd fo 2057

A deforred tax Lob 10y of 2705 mihe~ (2073 £37 =miflor) has been recogrised it relahor to the surprus {2023 surplus) or
the pension scheme - see note 27

De‘erred tax assefs have oeen “ecognsed In respect of oll tox losses and other ~e™norary differerces gving rise o deferea
tax assets because | s prooasle “kat these assefs wll pe recovered These deferred tax assets will oe recovered ogains: *he
deferred ~ax hab 1t es nrziahor 1o fixed assets whicr wil reverse in *ke same perods [he Group Fas tne aoil ty to determine
e armoun” of capra’ alowarces it ¢log ms, erobling “gxaole pre’its to oe cvailable n rhe perods in whicn deferred tax nssers
cre rezoverad

The Group has tnx osses of £412 7/ ~ on carced forwere or 37 Marcr 2074 (2023 £374 0 mulior)
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Deferred tax has not been provided on £133 0 mill on of chargeabie gains which have been ro'ed over where the new asset
has peen classified as operational structure e g concrete tanks These assets are typically demolished or scrapped at the
erd of their useful economic life and therefore we do not expect a chargeoble gain will arise n the future If deferred tox were
recogn’sed in respect of these gains, then the deferred tax iability ot 31 Morch 2024 would increase by £33.3 rmullion (2023:
£33 3 mihion) being the rolled over goin muitiolied by the rate used to calculate deferred taxes of Z25% (2023 25%)

The parent company has no deferred tax balance (2023 nil)

GROUP

The economic value of the Company's water and sewerage business is derived from the Regulatory Capital Value [RCV) set by
Ofwat during its five-yearly price reviews The Cormpany considers at o farr value approocn to valang its assets betrer reflects
the underlying value of the assets thon histerical cost accounting, which understates the assets' current value in use

As ot 31 March 2024, the 1otel value of tangible cnd intangible fixed assets for Dwr Cymru Cyfyngedig has been revalued to
the Company's ‘shadow RCV' being the 31 Marcn 2023 RCV published by Ofwatl In 1its PR19 Final deterrmination as adjusted
for the impact of any fotex overfunderspend and the Quicorne Delivery Incentve rewards/penaihes The ¢ asses of asset
impacted are infroatructure assets and operational structures

The carrying volue of assets s reviewed for impairment If circumsiances dictate that the corrying value may not be recoverable,
asset lnes and residuol volues are reviewed annually.

2024 2023

Revaluation reserve movement £m £rm
Revaluotion reserve as ot 1 Aprl 1,692.0 1,3397
Revaluation of assets to RCV 1418 5334
Deprecigtion charge on revolued ossets (136.3) (114 5)
55 478 9

Deferred tax on revaluation {35.4) (148.4)
Deferred tax on depreciation charge 341 218
{1.3) 1126.6)

Revaluahon reserve as of 31 March 1,696.2 1,692 C

COMPANY

The movement 1n *he parent cormpany’s revoluation reserve retates solely to the decrease in the value of the company's
investment .n suosidiaries dunng the yeor, by £593 7 milion, from £4,095.7 million ro £3,502 O million {2023 decrease of
£105 8 mithor, from £4 2015 million to £4.095 ¢ million) This is reflected in the Statement of Changes in Reserves.

Plant,

Freehald equipment,

land and Infrastructure Operational computer

buildings assets structures hardware Total
Group - 2024 £m £m £m £m £m
Cost or valuation
At1 Aor 2023 42.0 3,4453 51239 278.8 8,890
Revaluation - 49 - - 49
Addit'ons net of grants and contributions - 241.8 271.2 79 5209
Disposal - - - (2.5) (2.5)
At 31 March 2024 42.0 3,692.0 5,3951 2842 9,413.3
Accumuloted depreciation
At Aprl 2023 25.2 - 1,621.4 273.2 1,919.8
Revaluahion - (51.7) (85.2) - (136.9)
Charge for -he year o7 517 274.0 3.2 329.6
Released on disposal - - - {2.5) (2.5)
At 31 March 2024 259 - 1,810.2 273.9 2,110.0
Net book volue
At 31 March 2024 16.1 3,692.0 3,584.9 10.3 7,303.3
At 31 March 2024 (historic cost basis) 16.1 2,465.1 2,518.4 10.3 5,009.9
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The net book volue of property, plant and equipment ncludes £292.8 million in respect of assets n tne course of construct on
(PO23 1343 3 milion)

The net boaok volue of property, p ant and equipment includes £1313 mill'on of borrowing cosls capitolised In accordonce with
LAS 23 (2023 £MB.0 milion), of which £167 million were addihons in the year (2023 £251 mithon)

The net bock volue of freehold 'and anc buldings ncludes £15 9 million In respect of land, whicn 1s not deoreciated
(2023 £158 millon)

Plant,

Freehold equipment,

‘ana and  Infrastructure Operational computer

buildings assefs structures hardware Total
Group - 2023 £m Im £m £m £rm
Cost or valuation
At 1 Aorl 7072 42 6 30294 4908 2 2812 82614
Revaluation - 2108 - - 2108
Addif ons net of grants ana contr butions - 2051 2157 03 4211
Disposal (O 6) - (27 (33
At 31 March 2023 420 34453 51239 2788 38,8300
Accumulated depreciotion
At 1 Aol 2072 250 - 16880 2730 1986 C
Revaluation - (/7 {31C 9} (382.6)
Chrarge for the year o8 7 244 3 28 3196
He ecsed on disposal (O &) - - (2 6) (32)
At 31 March 2023 257 16214 P32 19198
Net book value
At 31 Morch 2023 68 34453 35025 6 6970.2
éut"BT March 2023 (historic cost basis) . 168 2-2?5,_8“«, 24088 56 47070 i
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RIGHT-OF-USE ASSETS

lacluded within the above are nght-of-use assets as analysed below

FINANCIAL STATEMENTS

Infrastructure  Operational
assets structures Total
Graup - 2024 £m £m £m
Net book vave at 1 Apnil 2023 684.6 o1 6847
Disposal (269.3) - (269.3)
Revaluahion 20.8 - 20.8
Depreciation (39.4) - {39.4)
Net book value at 31 March 2024 396.7 0.1 396.8
Net book value at 31 March 2024 (historical cost) 265.1 0.1 265.2
tnfrastructure Operational
assets structures Total
Group - 2023 fm £m £rr
Net book value at 1 April 2027 &570 264 6834
Disposal - (76 9) (P69
Revaluction 816 34 850
Depreciation (R4 {2 8) (56 8)
Net book value a* 31 March 2023 &84 6 o1 6847
Net book value at 31 March 2023 (historical cost) 452 2 o} 4523

The disposal of £265 4 milhon (2023 £26 9 million) represented the termination of o lecse arrangemenrt with the Group

retaining ownership of the underlying asseis

The Group's leases are principally made up of water and sewerage treatment infrastructure assets ond eguipment ir order to

carry out Its operations

The parent company owns no propetty, plant or equipment

Net

Cost Amortisation book value

Group - 2024 £m £m £m

At 1 Aprl 2023 5384 (335.8) 202.6

Additons/{charge) for the year 4.2 {42.4) {1.2)

At 31 Morch 2024 579.6 (378.2) 201.4
Intangible ossets orincipolly comprise computer software and related system developments

Net

Cost  Arrortisction book value

Group - 2023 Im £m £m

At 1 Aprl 2027 4998 (296 2) 2036

Additrons/{charge) for the year 386 (39 6) (1.0)

At 31 March 2073 5384 (3358) 2076

The net book value of infangible assets inciudes £42 1 millon in respect of assets in the caurse of construction {2023 £330
million} The net boo< value of Infangible assets .ncludes £13 3 m llion of porrowing costs capitalised in accordance with 1AS
23 (2023 £12.6 milhon), of which 79 rrilllon were addihions 10 the year (2023 £31 mithon].

“he Parent company owns na intangibie assets
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NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

Equity of less than 10% s held i1n the fol owing unlisted companry

Principal activities Country of incorporation  Holding

Water Research Centre (1989) P.c Woter research England ana Wales B Ordirary Shares of £1

PARENT COMPANY
The parent company nas a 1 investment in Glas Cymru Anghyfyngedig {100% kolding) ard a £100,000 investrant in
Welsh Water Holdings Lrmuted (100%) 't also has 1nd rect nvestmer=s in the follow ng subsidiary undertakirgs

Country of
Principal activities Tax residency incorporation Class of capital Holding
Glas Cymru [Securities) Foidirg company UK resident  Engiond and Wales Ordinary shares 100%
Cyfyngedig of £1
Dwr Cymry (Holdings) Limited Hoiding company UK resident  Lnglang and Weoles Ordinory shares of 100%
£1 and redeemable
preferred ordinary
shares of £1
Dwr Cyrru Cyfyngedig Water and sewcrage JK re<ident England and Wales Crdinary shares 100%
of £1
Dver Cymru (Fingncng) UK P c Raising finance UK resident  Fngland and Wales Crdinary shores 100%
of £1
Cambrion Utl Hes Limited Reta services in the JK resident Englond and Wales Ordinary shares 100%
competitive marker of £1
Welsn Water 'nfrastructure Cempetitive business activ ty UK res.aent Englond and Wa es Cramnary shares 100%
Limited 17 the water sector and other of £1
associoted seciors
Welsh Water Organie Energy  Food woste processing, JK resiaent Englond and Wa'es Crdingry shares 100%
lirrted trea*ment and recycling of £1
Welsn Water Organic Fne-gy  Operation and maintenance UK resigent  Englond and Wales Ordinary shares 100%
(Cardiff} Lirited of an anaerabic digestion of £1
food waste facil ty
Welsh Water Crgamc Woste  Tankenng o' igqurd woste Oronary shares
Lirmited for dsopsal _UAresident  tnglond and Waes of £1 100%

The reg stered office of ol the above comrpanies 1s Lirea Fortran Rood, St Mellens, Cardif® CF 3 OLT

“he parent company has revalued irs 1vestments in suosidiary underrakangs to fair value; the carrying value 15 revalued
annually and subject fo an impairmenrt review

Further informatnon on tne Group's structure 1s avallable of hitps [lawrcymru.com/companystructure

2024 2023
lovestment in subsidlaries — R £m i
ALl Apri 4,095.7 42075
Revaluation (593.7) (105 8}
At 31 March 3,802.0 20957

The porent Compoay's imvestmer s i1 subs diary componies cre nihigry racognised of cost ond subsequently revalued to foir
value The forr volue of investments mainly comprises the fa r value of he regulcted wo'er and sewerage compary, Dwr Cymiry
Cyfynged-g which ~as been va ued ¢t or enterpr.se vaive of shadow RCY trrangulates against a discounted cashflow using the
financial olan to 37 March 2025 ord PFR24 sub™ 1'ed financial moder to 37 Marck 2030

See also *he critical accountng esnmores ~ nate 1.

Revoiuation argunts are recogmsed in other comprenensive Acome
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FINANCIAL STATEMENTS

Restated
2024 2023
Group £m frr
Current
lrade receivables 5591 £04.6
Provision for impairment of receivables (84.2) (80.7)
lrade recewvobles - net 4749 5239
Prepayments 154 221
Accrued income 98.7 875
Other recevables 56.7 =
6457 6486
Non-current
Other recewvables 2.2 Q7
Total trade and other receivables 647.9 649 3

The prior year comparatives have been restated to show trode receivables subject to charging orders gress within trade
receivables rather *han as o reduction to the prowision for impairment. The impact of the chonge was to increase trade
receivables by £74 millior with o corresponding Increase in provision for impairment There s no impact on ret trade

recevables

The carrying amounts of fraae and other raceivaoles opproximate to therr fair value at 31 March 2022 and 31 March 2073

As ot 31 March 2024, based on o review of historical collection rates, it was considered *hat £84 2 million {(P0723- £80.7
milhon) of trade recevables were impaired and these hove therefore been provided for The impared recenvables relate mainly
to the measuwred and unmeasured supply of woter ana sewerage services Trade recevabies aged greater than one month are

past due, the net column shows omounts deemred not to be impeired

Total Provided for Net

2024 Trade receivables £m £m £m
Billed 1n advance 3626 - 362.6
nder ane month 267 1.7 25.0
Be*ween ore and six rmonths 47.2 {3.0) 44.2
Between six months and one year 3.5 (2.0) 29.5
Between ore and two years 36.3 {33.3) 3.2
Between twc and three years 24.5 (23.3) 1.2
Over three years 30.3 {21.1) 9.2
5591 (84.2) 474.9

Toral  Provided for Net

2023 Trade receivables £m £m fmn
Billed in advance 4081 - 4087
Lnder one rranth 232 (14) 218
Between ore and six months 402 (2 5) 377
Betwean s x months and one year 282 {1.7) 65
Between ore and two years 42 6 (37O 106
Between two and three years 26 4 {23 €} 28
Qver three years 359 95 64
604.6 (807} 5239

ANNMLA
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

Moverments in the prov s-on for iImpa rment of trade receivebies are as follows:

2024 2023

£m £m

Al Apr 80.7 770
Chaorge to income Stoternant 27.6 R37
Recewvables wr tten off during the year os uncollectanle (24.1) {20 C)
At 31 March 84.2 807

During the year, the Group has writtea off £24.1 million of debt wrich had been provided for 1a full (2023, £20 O million},

The maximum exposure 1o credii nak ¢ the reporing date s the carrying value of coch class of recevable mertioned above
The maojornty of troge receivabes -elates g o large number of small customer bills (househeld and nan-household) such
that the concentration risk is deemed low Included within other recevaoles 1s £394m (2023 £14 2m) from one guasi-
governmental body Accrued income represents contract assets in respect of nming aifferences between customer bills and
the Group's year end

Tre crechon ard release of provision for impawed recewobles nave been inc'uded 1n operchonal experd-ue

“he risk of imparmen- of other classes of trode and other recevables s very low All trade and other receivables are
danomunared in sterling,

The tebles below flustrate “he impact of applyng the “"exoccted loss” model in accordance with IFRS 2 Deot provision ng s
based on histoncol experence as adjusted for certa n forward looking facrors

Forward- Forward-
Histarical lacking  Adjustment Histerical looking Total
default rates  adjustment total impairment  adjustment  impairment
2024 % % % £m £m £m
Bil'ed 1 advance - - - - - -
Under one month 4.4% 1.9% 6.3% 1.2 o5 17
Between one and six months 4.4% 1.9% 6.3% 2.1 09 3.0
Between six months and cne year 4.4% 1.9% 6.3% 14 06 2.0
Between one and two years N1% - NI% 331 - 331
Between two and three years 95.2% - 95.2% 23.3 - 23.3
Over three years 9TT% - 977% 21.1 - 211
e . - - 822 20 842
Forward Forward -
thstaqica lookirg  Adjus ment Historical looking Total
default rafes adjustment tota TpaIftrant adjustment mpairment
2023 restated” o o % e o Eitm o Em Em
Biled in advance - - -
Under one ~onth 39% 2 2% 61% 09 G5 14
Between ong and six months 39% 22% 61% 1.6 o9 25
Between six maonths ond one year 39% 2 2% &1% 11 Cé 17
Between one and “wo years 75 0% - 75 C% 32C EER
Between two and three yeors 825% 89 5% 236 - 236
Over threc yeors 71 2% - T 7% 195 95
787 20 807

* Tne Forward 'ook ng agjusimens for 7023 has oeer restared o reflect recoverability of G0% charging urder 1n Fistor co’
I~ pairrent

Tea Crouvp holds oround 7,550 chorging orders 05 coloteral ogarnst £12.5 rithen of oept (2023 1400 croers ogarst £72
il on of dept)
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FINANCIAL STATEMENTS

The Group's trade recevables provisiorming methodalogy applies the s mplfied approoch cllowed under IFRS 9 to measJre
expected credit lossas, which uses o lifetime expected credit loss ollowance for all trade recevanles and accrued income. The
impact on the accrual as of 31 March 2024 1s £47 million, being o revenue provision of 5% aga nst a gross balance of £94 2
rriflion {2023: £4.1 million and 5%)

Company

“he parent company's loan fo group undertakings of £216 milhon (2023 £216 million] represents a loan fo a wholly-owned
subsidiary, Welsh Water Holdings Limited. The loan attracts interest at a rate of 5% and s repoyable on demand. Irterest
accruing on the loan is included 1n trade ond other recevables.

Group Grouo Company Company

2024 2023 2024 2023

£m fm £m im

Cash at bank and in hand 19.6 351 - -
Short-term deposits 147.5 3443 12.3 10.6
1671 3794 12.3 106

The effectve intarest rate on short-term depasits as at 31 March 2024 was 51% (2023 3.9%} and these depaosits nao an
average matunty of 1 day (2023 44 days}) A cash and cosn equivalerts were held in sterling

Group 2024 2023
Current £m £m
Trade payables 61.3 646
Capital payables 58.0 561
Suwial secunty and other taxes 4.0 36
Accruals 713 141.0
Deferred 1ncome 4073 4205
6279 685 8

Group 2024 2023
Non-current £m £
Accruals 26.0 -
Deferred income 7144 5408
740.4 540 8

Group 2024 2023
Current £m £m
Interest accruals 18.2 303
Bonds [(oJy4] [{ers!
Term loans 170.3 64 2
Lease Lablities 499 05"
2377 947

Group 2024 2023
Nen-current £m £~
Interest cecruals 4.4 200
Bonds 32627 31487
“erm loans 615.2 5450
Lease labilities 126.4 3772
4,008.7 40909

The parent company Aas no Borrowmgs

Bonds are stated net of £12 7 mullion (2023 £12 2 mullion) unamaort sed 1ssue costs and £16 million (£2.4 mill on} of
unamaorhzsed 1ssue premium
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

A secunty packoge was grarted by Dwr Cymru Cyfyngedig (DCC), as part of the Group's nond programme for the berefit of
holders of sen or bonds, finance lessors ond otaer senicr financiar creditors

The obligations of 2CC are guaranteed by the Company, Glas Cymru {Securnities) Cyfyngedig ond Dir Cymry (Holdings)
Lirmited The mair elements of the secunty package are

I o first f xed and floahng secunty over al of DCC's assets and undertaking. 1o the extent permitted by the Water ndustry
Ac, other appiicaoie low ana its hcence, and

n o fixed ond floating securty given by the guarartors referred 1o above, which are accruea on cach of these comaoanes’
assets ncluding, in *he case of Dwr Cymru (Holdings} Lirmited, a first fixed chorge over its shores in DCC

“he Group's Class A Bonds of £1197 milicn {2023 £7141 million) beneft from a guarantee from Assured Guarany UK Ltd
Assured Guaranty's credit rating 15 graded as A/AA by Moody's and Standard & Poor’s respecfively and 1s not rared by
Fitch The cred:t rating of the Class A bones has, therefere defauted to the h gher of the firancial guarantar's ratng or the
underlying rating of these bonas, of AT/AAJA from Moody's, Standard & Poor's and Fitch respechively The underlying rating
(A3IA-IA) retlects tne standalone credit guality of these bords wthout The benefit of the gucrartee from Assured Guaranty
ond 1s the some as the credit ratings of the Group's Class B bords of £1576 milion (2023 £1,517 rrinion)

“he Group's Class € bords of £500 mitlon (2023 £500 million} were roted by Baa/BBB/BBB by Moody's Standard & Poor
and frich respectively

“erm foans inciude £80m {2023 ail) drawn down on revolving credit facility (RCT) of £400m (2023 £200m) The RCF
bears interesr at Sone plus O 415% and expias on Z7 Fehruary 2027 1n December 2023 the Group agreed o cew term inan
with NatWest for £150m expirning on 31 March 2031 the lean was fully drawn 11 the year “he remaiming term toan balance of
£556m relates to loans wth DB and KMW, with an overage repayment period of 4 3 years, of whicn £217m 15 index-inked and
£338m foating, derwvirg or average nterest rate of 6 72% 11 the yeaor

In Moy 2024 the Group agreed o new term loan witn KW for £125m w th a committed term ta 31 Mareh 2079 with interest
payable at a rate of SONIA plus 115% oa'd semi arnually

Dervatve f.nancial nstrumaonts are held for econornic hedging purposes However, they do ner quality as accounting hedges
and movements in therr fair volue are taken to the income statement !see note 4)

Fair values Assets Liobilities
Group - 2024 N et e e e e e . ; - £m £m
Current
FPower hedg ng swaps 1.2 -
1.2 -
Non-current
Index-hnked swaps - (376.7)
lntorast rate swops - (21.9)
{398.6)
Totel L ) _— . 12 {398.6)
Assets _iabilt’es
Fair values Restated Res ated
Group - 2023 . o B fm [
Current .
FPower nedg ng swaps 58
58 -
Non-current
index-inked swaps - 418.4)
Interest rate swaps 267
Power hedg'ng swops A1 -
41 (444 5)
Total 99 aads)

The co~paretors for gervative fingacia 1InsTrurments asseTs arg oo fies have been restored Thare s no moact o0 overal
oo cernvative fircnciar irstrumenrs NMore nforrmation 1s avoilable u~der no e ™ “c these fingnc ai statemenrts
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FINANCIAL STATEMENTS

The Group has reviewed oll contracts for embedded dervatives thot are required to be accourred for separately if they do not
meet certain requirements set cut in IFRS 9; the Group has no such embedded derivatives

One (2023 none) swaop was terminated 1n the year with o termination poyment of £39m (2023 mil) included within the
movernent of fair value of dervatives in the iIncome statement The parent company has no der vahive financial instrurmrents or
embedded dervotives

INTEREST RATE SWAPS

At 31 Morch 2024, an interest rate swap fixed tne interest rate on £192 mil on (2023 £192 million) of floating lhabi ites
herd by the Group. The matunty date of the swap 1s 31 March 2031 and the fixed interes- rate s 5.67% per annum, payable
quarterly

INDEX-LINKED SWAPS
LEASE SWAPS

The Index-linked swaps hove the effect of index linking the interest rate on £176 million (2023 £378 millon) of lease hobilhes
by reference to the Retall Prices Index (RPI}.

The nohonal omount of index -inked swaps alloccated to leases os at 31 March 2024 was £300 m.llion (2023
£384 millon), representing the averoge balance ¢n the leases subject to floating interest rates for the year to 31 March 2024.
The notional omount amortises over the life of *he swaps *o motch the overage fleating rate balances of the leoses.

The principal terms of the index-linked swaps are as follows:

Netanat amoun® £300 milhen amoertsing (2023 £384 millior omaortsing)
Average swop mararity 13 years (2073 12 years)

Average nterest rate 150% fixed plus RPI {2023 164% fixed plus RFI}
BOND SWAPS

The index-lin<ed swops have the effect of index-hnking the interest rate on £1,250 million of fixed rate bonds by reference 1o
Ihe R {2023, L1,250 millior).

The principal terms are as follows

indexed notiona. amount £1684 milion (2023 £1595 million)

Swap maturity 14 years (2023: 15 years)

interest rate {C15}% ingexed by RPI (2023 (0.16)% indexed by RPI)

The policies of the Group n respect of financing nsk mMonagement are ircluded In the accountirg policies nete on page 178
The numerical finoncral instrumenrt disciosures as reguired by IFRS 7 are set out be ow.

A) INTEREST RATE RISK

The effective inferest rates at the balance sheet dotes were os follows

2024 2023
Assets:
Caosk and cash equivalents 51% 39%
Liabilities:
Bonds 4.9% 4 5%
Term loans 3.8% 30%
Other unsecured loans 4.6% 4 6%
Lease hablites 6.6% 6 1%

Trade and o~her recervables and payables are non interest-bearing

The effective inferest rates ignore *he effect of the nterest rate and index-linked swaps set out in nate 15
They also exciude the indexation charge applicakle to the index linked bonds
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

B) LIQUIDITY RISK

< 1year 1-2 years 2-5 years > & years Total
Group ~ 2024 £m £m fm £fm £m
Assets:
Cash ond cosh equ valents 1671 - - - 1671
Trade and orher receivables 6457 2.2 - - 6479
812.8 22 - - 815.0
Linbilities:
Bonds 0.8 45811 499.2 2,293.6 3,2747
Term loars 170.1 911 199.2 3249 785.3
Other unsecured loans 0.2 - - - 0.2
Lease labilities 499 304 4.0 92.0 176.3
Trade and other payables 6279 15.6 46.8 678.0 1,368.3
Derivaive financiatl instrumen=s (80.0) 36.6 797 T42.2 T778.5
Fulure interest payab:e 163.9 148.3 336.0 681.1 1,329.3
B 932.8 8031 1164.9 4,81.8 T712.6
Within 1 year 1-2 years 2-5 years > 5 yeors Totar
Group — 2023 £rrn £m £ £m fm
Assets:
Cash ond cash equivalents 3794 - - 3794
Trade and other recervables 649 3 - - - 649 3
10287 - - - 10287
Liabilities:
Bonds 08 08 9505 22081 31602
lerrn loons 64.C 885 219.6 236.8 6089
Gther unsecured loans 02 - - [oRy
Lease habilities 09 2508 330 23.4 3781
Trode and other payables 6858 124 371 4913 12266
Bervative financial instruments 135 (75 6) 4G4 749 5 836 8
“uture irterest payab'e 171.7 15756 3573 250 1415
I 9369 4344 1,746 9 4,504.2 76224
The minimum™ ease poyments under leases “all due as follows
2024 2023
7 — £m £
Gross lease liobilities
Witkin one year 61.5 24.C
Be*weer two and five years 54.6 319.5
Af-er ‘ive years 128.5 1274
244.6 4709
Future nterest {68.3) {(92.8)
Net lease liahilities 176.3 3781
MNet icase ablities are repayable as follows
Within one year (note 14} 499 09
Be weer two and five years 344 2838
Afer five years 92.0 934
Total over one year {note 14) 126.4 %7?2

200 AN LA 02 & ACT TN TT DN VLSl N ) 3T WA TS 02



FINANCIAL STATEMENTS

C) FAIR VALUES
The fair values of the Croup's derwative finoncial instruments are set out In note 15 The following table summarnises the fair
value and boak value of the Group's bonds.

2024 . 2023
Book volve Fair value Book value Fair value
£m £fm £m £m
Bonrds 3,2747 2,944.1 3160.2 29737

The farr values of all other financial instruments are equal to the book values

D) BORROWING FACILITIES
As at 31 March 2024, the Group had available commutted borrowing fachhes of £400 mullien, of wh.ch £320 mill on remains
undrawn, in respect of which all conditions precedent had been met (2023 £200 milkon)

2024 °023
£m £m

Expiring »n more than one year
Revolving credit facilities 400.0 200.0
400.0 2000

The facihties are oll available for three years with o one year extension cpnion

At 31 March 2024, Dwr Cymru (Financing) UK PLC hod o soeciol hguidity faciity of £135 m lion (2023: £135 million), which 1t
Is required fo meintain in order to meet certain Group ‘nterest and o-her obligations that cannot be funded through operating
cashfiow of the Group, In the event of a standsti’ being declared by the Security Trustee. A standstill would arise In the event
tnat Dwr Cymiru Cyfyngedig defaults on ts deb- financing covenants The facility 1s a 5 year evergreen facility prov ded by an
insurance provider

All of the above faciliies are at f cating rates of in‘crest.

E) CAPITAL RISK MANAGEMENT

2024 2023
Gearing ratios £m fm
lotet borrowings (note "4) (4,246.4) 14185 6)
Less: cash and cash equivilents {note 12) - 1671 3794
Net debt hefore CTA required ad,ustments {4,079.3) [(3,806.7)
Unamortised 1ssue costs {12.7) (12 2)
Swop indexahon (434.0) (3£50)
Post year end derwvative settiements (note 18) 40.5 -
Cash and cash equivalents outside of GCA group {174) {15 3}
Net debt (4,502.9) 4,178.7)
Regulatory Copital Value (RCV) T4757 7161 3
Tatol copital 2,.972.8 29826
Gear ng ratio 60% 58%

As set cut on page 179 the Group moniters 1*s capita. structure based on o regulatory gearing ratio waich compares its net
debt to the Ofwat published RCV (Property, Plant and Equipment revaiuation 1s oosed on shadow RCV, an internal measure,
which reflects adjustments to RCV for under or overperfarmance on measures such as totex and outcome delivery incentives)

Under the Common Terms Agreaement regulatory geanng 15 colculated as the level of net debt (see giossary) n the wnole
business securitisahon group (under Glas Cymru Anghyfyngedig [GCA)) relative to the Regulatory Capitol Volue
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

Restructuring Uninsured Other

provision loss provision provisions Total
Group - 2024 ] £m £m £m £m
ALl April 2023 31 4.6 15.5 23.2
Charged fo Income Staternent - 1.0 2.1 a1
Insureo losses - 2.4 - 2.4
Unused amoun®s reversen (1.5) - (Q.5) (2.0}
Utilised 1n year {0.6) {1.2) {14.7) {16.5)
At 31 March 2024 1.0 6.8 2.4 10.2
Within ene year 1.0 23 21 54
After more than ong year - 4.5 0.3 4.8
At 31 March 2024 1.0 6.8 2.4 10.2

Qestrucraring Uninsured Cther

orovision loss pravision provisicns Total
Group — 2023 fm £rm £m fm
At 1 Apnl 20722 37 43 05 85
Charged to Income Stotermnent - i 15.0 161
Unused amounts reversed - - - -
Utiised 10 year 06 {©8) - (14)
A+ 31 March 2023 31 46 155 232
Spht as amounts to be urtlised
Witnin one year 14 14 5.0 178
After more tnan one year 17 3.2 a5 54
At 31 March 2023 31 46 55 232

The parent company had no provisions at 31 March 2024 (2023 none)
RESTRUCTURING PROVISION

“his oniginally provided for -he cost of a reduction .n the headecoun® of 182 to meet a challenging cost efficiency target for e
regulatory period 2020 to 2025 This forecast 1s reassessed each yeor

For the year to 31 March 2074, £1 5 mihon restructuning cost was not deemed necessary due to ratural a-fritton n the Group

and redeploymer- of stoff and was subsequently released back 1o the Income staterment in operating expenses

CLAIMS LOSS PROVISION

Ihis provis on 15 10 respect of clarms against the Group, where claims ore partly or “uly covered by snsurance o corresponding
o correspending Insurance recevable s recognised in other recevables The net loss provision after deducting an insurance
recewvable of £2.4r (PO23 nilt s £4.4mr (2023 £46m)

"he utmsation period of *hesc lab It es .5 u~certa n aue o the nature of claims but Is estimated “o be within five years

QOTHER PROVISIONS

Other provisions are made for certa n ather abilgations which arse dung the ordinary course of *he Groun’s business,

As reported in FY 23, the Group proposec o customer redress package fota 1ng £29 ™ 1on to address *he restatemen” of The
Group's leakage ard per caota consumpt or oerformance In Morceh 2024 Cfwat cancuded he rinvestigation into ‘Welsh
Worer lea<age performarce; accephing the proposed puckage. At 31 March 2073 the Group prov ded under other provisions,
£'5 millior for custormer rebotes as part of this oackage

Othor provisions also acluaes £21 millon beirg maragerment's estimate of expected “ires rela'ca to regu alory prosecutions
2 G ¥
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FINANCIAL STATEMENTS

A) CASH GENERATED FROM QPERATIONS

Reconciliaton of cperating profit to cash generated from operations

2024 2023
Group £rn £
Operating {loss)/profir 46.5 (74

Adjustments for
Depreciation and amartisation 386.7 3468
Changes in working capital

Decrease/lincrease) in trade and other recevables 11 {(54.6)
{iIncrease) in nventories {2.6) (1O
(Decrease)/increase in trade and other payables {37.8) 508
Exceptional item — pension increase - 308
{Decrease)/increase 1n provisions (13.0) 47

(52.3) 40 7
Cash generated from operations 380.9 3801

For the yeor to 31 March 2023, we recognised an excephional item wiich represented the oward of pension increases above
o 5% cap Urder o 'best endedvours' clause in oar pensian scheme rules, full RP1 increases could only be awarded if certain
criteric were met No additional cash contributions were required by the Group to award these increases

B} INTEREST PAID

2024 2023
Restated

Group £m fm
Interest payoble per Income Statement 270.0 2976
Less non-cash stemns:
Indexation on index-lnked bonds (Ms5.3) (1614} paas
Indexation on index-linked debt {n.7) (30 3) gi}j
Amortisaticn of bond 1ssue costs {1.5) {15) ii%
Interest charge on pension scheme | abilities - {21 ‘f: ;
Amorhsation of bond issue oremium o8 ag.8 T
Effect of capitalisation under [AS 23 18.6 28.3
Decrease/[incrense) in gocruals 28.4 (27)

{80.7) 68 9)
Lease swap tfermination poyment included in other movements on derivative financiol
instruments 39
Interest paid 193.2 1287
C) NET RECEIPTS/(PAYMENTS) ON DERIVATIVE FINANCIAL INSTRUMENTS

2024 2023

Res-ated

Graoup £m £m
Settlerments occruing in the year per incore staterment 374 (209
Less non-cash tens
Receipts settled pest year end {40.5) -

{40.5)
Net {(payments) on derivative financiol instruments per cash flow statement {3.1 (FO9)

The corrparatars for finarcial expenses and seitlements or derval ve financial ‘nstruments have been restated There 1s no
impact on the overall loss for tne year. More in‘fermotor s ovoibole under note 1 of these fnancial s*aterments
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS

CONTINUED

Net {debf}/funds 1s defined as the value of cash and cash equivaients less ret accrued interest and total borrowings

A) NET (DEBT)/FUNDS AT THE BALANCE SHEET DATE MAY BE ANALYSED AS:

s Group Cg_mpnny o

2024 2023 2024 2023

£m £m £m £m

Cash and cash equivalents 1671 3/94 12.3 Qe

Dekr due ofter one year (3,877.9) (3,693.7) - -
Cebt due within one year {(169.6) (63 5) -

Lease habiities 176.3) (3787 - -

Accrued nterest (22.6) (50 3} 3.5 38

(4,246.4) (4185 6) 3.5 38

Net (debt}/“unds __ (4,079.3) {3,806 2) 15.8 144
B) THE MOVEMENT IN NET {DEBT)/FUNDS DURING THE YEAR MAY BE SUMMARISED AS:

e Growp . _Cempony

2024 70273 2024 2023

o £m L £m £m

Net {debi}/funds o= 1 April {3,806.2) [3,551.4) 14.4 131

Movermert in net cash (212.3) {"357) 17 19

Movement in debt ansirg from cash flows 39.2 759 - -

Movement in net ([debt)/funds arising frem cash flows {173.1) (52 8) 17 19

NMovernent in accrued nterest 277 (25) (0.3) (0 6)
indexarion of iIndex-inxed deo* (127.7) (192.5) -

Movement in net {debt)/funds {273.1) 254 8 14 13

Net {debt}/funds at 31 March {4,079.3} [3,806.7) 15.8 14 4
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FINANCIAL STATEMENTS

STAFF COSTS FOR THE GROUP DURING THE YEAR

2024 2023

£m £

Wages and solanies 163.3 156 3
Social security cosrs 16.9 176
Other pensior costs 13.5 na
193.7 185.0

Of the above, £88 0 millon (2023 £791 million) has been capitaiised or classified within infrastructure renewals expenditure,
being the investment cost of employees’ work on the capital preagramme.

2024 2023
Number Number
Average number of people emoloyed by the Group {(including Executive Directors) 3,790 3,554

The Boara acelegates certain of the Comoany's strategic and operational achivities to the Dwr Cymiru Executive, a senior
mancgement group comonsing poth exacutive Directors and employees Totol remunerat on of these key persannel was as

follows:
2024 2023
£m £
Executve Directors 0.9 1.5
Other key personrel 3.8 29
4.7 4.4

Far further information see the Remuneration Report an page 132

No remuneration was pawd or 1S poyoble by the parent company The Direcrors are empioyed by other companies in the Group
and consider their dubios to this Tompaony inmidental ta ther othar activiies within the Group. The parert company hac no
employees dunng *he year cther “han the Directors
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

The Group operates o funded defined benefit pension scherre [based on fina! pensionable salary and peasicnable service],
the DCWW Pansion Scherme The assers of the schere ore held 1n o seporate trustee-admimstered fund

The DCWW Pension Scherre was closed to new members fram 31 December 2005 A new defned conttibution scheme,
tne DCWW Group Personal Pension Plan, was introduced from T January 2006

EFRBS

During 201, the Group put orrangernents in ploce via on Employer-Finonced Retirement Benefit Scheme (EFRBS) for four
‘capped’ Fxecutive Members of the scheme. [he accruel of oenefits under this agreement 's condihional on remaining a
memper of the DCWW Pension Scheme. Ar 31 March 2024 *here were "wo Executrve Membors with enfitlenents under this
crrargement, one of whorn is in receipt of his benefi's

RISKS

Through the Scheme, the Group 1s exposed to numerous nisks, the most significant of wh ch are detorfed celow
+  Asset volatiity

Scheme bakithes are caleulated using discount rates sef with reference to band yields (although discount rate methodology
differs for accounting and furding purposes) If Scheme asse*s deliver a return which is lower thar the discount rate, this will
crecte orincrease the Scheme aeficit (o'l other things peing equal) The Scheme holds vaoous return-seeking ossets which ore
expected to autperform oponds in the long term, albeit of the nisk of shart-~erm volahiity

- Moverreat n bord yelds.

A decrease In corporate nond yields will increase *he Scheme liab.ltres, allhough this will be particlly offset by ar increase In
the value of the Scneme's bond holdings

« Infiation risk.

As o lorge maojonty of the members benefits are inkea to 1vflator (subject to maximurn arnual caps), @ high evel of Inflation
will result in an increase of benefits attriputable fo the members, wh ch will in turn Incrcase the Scherme's wobilithes

= Life expectancy

“he Scheme's obligations are to provide members w-th benefits for the remainder of the » lives, so an Increase 1n life
expectancy will result ir the Scheme poyirg memoers' berefits over o longer period, which will i turn Increase the
Scheme’s Fabilities

) VIRGIN MEDIA LTD ¥V NTL PENSION TRUSTEES Il LTS & QRS
e The Group 1s oware of the Figh Court ruing 10 the case of Virgin Medio Lrd v NTL Pensiaon Trustees || Ltd & Ors and 15 wailing
for the autcorme of the appeal, scheduled for 25 June 2074, and any additional hearirgs, as well as confirrration fromr the
Governrment as to whether it will ssue rew regulations in respanse o this issue. The potential financial Impact 15 currently being
ossessed

[ DEFINED BENEFIT SCHEME

o A fu actuana valuation of the scheme was undertaken as ot 31 March 2C22 by Joanre Fynon of Quantum Advisary, on
D indeperdent professionally-aaalf ed actuary, using the projectea unt method This valuotion has beer uodated as at

31 Maren 2024 and the prncipal assumptons made by the ccruary were

. e e e 2024 2023
Discourt rate 47% 4.6%
R= aflot.on assumpTon 31% 3.3%
Rate of urcapped pers on ncreases 1% 3 3%
. Sare of copped persion ircreases 3.0% 32%
) POST RETIREMENT MORTALITY ({LIFE EXPECTANCY)
- Carrer- persioners cged 65 - males 86.3 years 86 8 years
- Currer persioners aged 65 - females 88.5 years 89 0 yeors
- Furure nensioners aged 65 (currertly aged 45) - mrales 87.2 yeors 878 years
_rutore pensioners aged 65 (currerty ogeo 45) - femaes 89.6 yeors 507 yeors

. “he rrortabty o sclosures of 31 Maren 2024 use tne CMY ZC22 morial ty projechion rroaet win ¢ 'ong-term trend rate of
- 10% pa

“he infiaticn sk premiumr (R rermairs the sar-e as the prior year a- 0 4%
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FINANCIAL STATEMENTS

Changes in the defined nenefit obligaton, excluding EFRBS, are as follows.

2024 2023
£m £
A1 Apnl . 3974 5045
Current service cost 0.1 02
Interest expense 179 140
Remeasurerrent. {gain) frem change n financial assurmptions {21.1) (1357)
Benefits poid {16.4) (16 4)
Past service cost - 308
At 31 March XA 3974
Changes 1n the fair value plan assets are as follows
2024 2023
£m £fm
At T Aprl 4121 4215
Interest income 18.6 N7
Experence goins/{loss) 53 M2y
Contributions 0.4 0.5
Benefits poid {16.4) (16 4)
At 31 March 420.0 A121
2024 2073
Scheme ossets £m £rm
Cash 40.0 Q7
Cquity and Bonds 266.6 2876
Other N34 14 8
Total assets 420.0 4121

With the excephon of cash assets consist of pooled investrment funds, which are not guoted on an active market, shown by

the category in the *oble above Of the total, assets with a farr value of £113.4 million are Level 3 financial assets (2023

£114 8 million), these are consiaered to be the least iquid and Fardest o volue ond are therefore subject to a higner degree of
estimaton. See also the cnical accounting estimaotes in note 1. Expenence gaing and Iosses are aifferences betweer the actual
events as they hove turned out and the assumphions that were made as ot the date of the carlier actuariol valuaohon and
changes in the actuanol assumotion during the yeor

Equity and Bonds assels are stated net of £5.6 m. lon of derval ve financiol instruments (023 £110 million] Cash asse*s
include £0.1 million of dervative financia instruments (2023 O 5 mill on} Charges to the income staterment ond staternent
of comprehensive income are as fallows

2024 2023
£m £m

Income stotement:
Service costs [eA] oz
Net interest {income)/costs {07} 23
Exceptional persion increases - 308
'otal (credited}/charged to the income sratement {0.6) 333
Other comprehensive income:
Actuanal gamn/tloss) on plon assets 53 1.2
Actuanal gamn on defined benefir obligation 211 1357
Total credit 1o the stotement of comprebensive income 26.4 1245

In the year to 31 March 2023 o post service cost of £30C 8 milhon was recognised representing the award of pensior ncreases
ander the 'best endeavours’ clause n our pensian scheme rules wheare full BRP! increases are owarded if certain ¢ fera are
met. This was recogrised as on excephtianal tem as our defired benefit lability at 31 Marck 2023 provided ‘or future pension
increases above the 5% 'nest endeovours' clause cap Any movement in eshmate n the year ended 31 March 2024 ard in
future periods 15 presenfed as Other Comprenensive Income as required under |AS 19 Turther information on the recogrition
of the exceptional tem 1s available in note 3 on page 186
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

2024 2023

£m fr

Present value of funded obligations (377.9) (397.4)
Fair va ue of plan assets 420.0 121
421 47

Deferred tax hability atocated to pension scheme (10.5) _
Defined penefit asset 3.6 a7
CFRBS unfurded hability (2.6) EX)
Net defined benefit asset/{ .ability) 29.0 20

The difference between fhe twa amounts is recogrsed as o surplus or obligotion i the statement of financiol pesition
Where this difference results in a definec benefit surplus, this 1s recognised in occordance with IFRIC 14" AS 19 - The t :mut
on a Definred Banefit Asset, Mimimum Funding Reguirernents and therr Interachon’ on the basis tnat the Group has an
uncondit gnaf right to any excess “unds that may exist following the closure of the pension scheme once oli members have left
the pian and therr venefits nave been settled.
Change in Movement in

- e assumption liabilities £m

Discounr rate 010% 50

Price wflamion 010% 48

Life expectancy e 1 year 9C

The above sensdivity analys s is bosed or so ated chonges i each assumption while holding all other assumptior constant
In practice, this Is unlikely to oceur, end there s ikely 1o De some level of corretalion between the movements in different
QsSsSUMpPTNEns

EFFECT ON FUTURE CASH FLOWS

The level of conts butions s reviewed at each ‘nennial va uat or, the latest of which was 37 Marck 2022

L.nder the current Schedule of Contributions no defioit recovery contributions are expactod to pe paid for the vear end ng
31 Marcn 2025 Future se~vce contributions [corsist ng of amounts poyoble by members and the Group) will be in the regon
of £C 2 m lhon

The duration of the Scheme's llob ities 1s approximately 14 years

REGULATORY FRAMEWORK

The Scherne is funded and governed i lire with the requirernents of the Persians Hegu atar We have not made ary allowance
for any minimum funding reguirements under FRICT4

The Scherne operates under Trust low ond the corporate frustee [(Welsh Water Pensian Trustee Lirmited) s responsib'e for i1s
doy-to -day governance, The Irustes Directars are assisted in “he managemert of the Scrneme by experenced professionals
such os actuaries, admiristrators, and investmant coasultants

The Trustee have pur 10 ploace a diversified investment strategy which a.vrs to meet the hooil ies of the Scherre De-aiis are set
out n the S*arement of Investrmert Prirciples Day-to day decisions arpund asse” seiechor nave been delegared to Blac<Rock
cs their figuciary .nvestmen® manager,

HIGH INFLATION
Far rmost Scneme Sections, pons.ons in payment {ana 11 seme enstances deferred berefits) are increased on 1 April ecch year

by the Rerail Prces tndex {"RPI7) os measured aver tae relevant period, being “he an~ual cronge ir 3P| annownced fer “he
previous Sepfember Jecember or wanJdary

As o result of current hugh leve s of inflat on, Moy Schere sections recewvad o “ull 321 norease ¢ ootk Apnl 2022 and Aprit
2023 via o best erdeavours' rue {oroadly o gesion 'ncrease cap that s waved iIf the Scheme can afford 1o nay ~igner
‘nerecses withou® requirng company controutionst Tne Trustes ard Grouwp also ogreed *o orovde on 3% discremonary
S penston increase, on "ep o the capped ircreases of 5%, to Scheme secniens the have a cap and cre rot subect 1o the pest
erdeavours rule
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FINANCIAL STATEMENTS

OPERATING LEASE

2024 2023
£m £fm
Leose income 0.1 O1

The Group leases ‘and to Cardiff Cauncit, currently the site of o composting faci ity which ts operated by a fellow Group
company, Welsh Water Organic Energy Limited, providirg food ond green waste services The Groue nas clossified this lease
as ar gperghting lease because 1t does not transfer substantially alt the risks and rewaras incidental to the ownership of the
land. The lease poyments are index linked to RPI

The remaining term of the lease 15 8 years, with the total undiscounted current minimum lease receipts amountng to £0.8
milhon, recogrused evenly over the remaining term

The Group's business plan at 31 March 2024 ferecasts net capital expenditure and infrastructure renewals expend fure of L5171
milion {2023: £429 milion) duning the next financia year While anly a portien of this amount has been formally controcted
for, the Group 15 effectively committed to a majonty of the totai as par- of the capital investrment programme cpproved by its
regulator, Ofwat,

In accordance with the exemphion offorded by 1AS 24 there 15 no disclosure In the consolidaoted financial staterments of
transactions w-th entities that are part of the Glas Cymru Holdings Cyfyrgedig group. Remuneration to key management
persannel has been aisclosed 10 nate 20

“he parent compony 1ssued an intercompany loan to Welsh Water Holdings Lirmited, @ wholy-owned subsidiary, dunng the year
ended 31 March 20°8 As at 31 March 2024, the balonce an this loon stood ot £21,553 698 (2023 £21553,698) Interest

is chargeable at o fixed rote of 5% and £1077.685 was charged dunng the year (2023 £1,332,435) As of 31 March 2024
occrued nierest recevable reating to this totalled £3 403,669 (2023 £3,825984). N

Contingent | abilities represent notential fuure cosh cutflows which are either possible but not probable or prebable but cannot
be measured with sufficient reliabtiity.

“he Group 15 subject to ongoing Investigations {pollution water quality and compliance] by environmental regulators wh ch
could result in a financial outflow, however the potertial impact cannot be quantified ot this stage

The Company 1s imited ny guarartee and does not have any share capital ir the event of the Company being wound up,
tne 1oty of the Members s hmited to £1 ecch

in 1984 Walsh Water Authority entered irfo a conditora’ sale ond purchosae agreement with Soverr Trernt Water Author ly for
tne sale of the oaueduc! and associoled works by which the bulk supply to Severn Trent reservoirs i1s conveyed

The sum of £317 miilon, representing the consideration for “he conditional sale, was invested in @ trust fund The principal
functior of the fund wos to provide an iIncome to Welsh Water Authornity, while preserving the capital value of the fund in rea!
tertns Welsh Water Authornty's irterest in this fund was vested in Dir Cyrru Cyfyngedig under the provisions of the Water
Act 1989

Ihe assets of tnhe fund are not ncluded in these financial statements As of 31 March 2024 the marke value of the trust fund
was £89 milton (2023 £90 million)

Interest rece vable includes £3.8 mllien {2023 £3.5 millien) 1n respect of distribumions from the Elan Volley Trust Fuaa.

The immediale and uihimate holding company and conirolling varty 15 Gios Cyrmru Holdings Cyfynged g, o coamaany registered-
n Englard and Wales, company number 09917809, registered office Linen, Forran Road, 5t Mellons, Cardiff CF3 OIT

The largest and smallest groun within which the results of the Company are consolidated 1s that headed by Glos Cymru
Holdngs Cyfyngedig
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APPENDICES

A - GLOSSARY

Name Description

AMP6& Asset Management Plan & ran fram 2015 to 2020

AMPT A.;sef Management Plan 7 runs from 2020 to 2025

AMPSE Asset Management Plan 8 will run from 2025 to 2030

Anoerobic A process oy v;h_l;h (;gmo_r;cwmotenol 1% broken down by bocterrrw;monam;‘r;er-_-r-n—\c_rc;-—-c;r_gqm-n-s_me;-1“0 o '

digestion genarafre renewable energy

Assets These include infrastructure such as water mains and sewers, dams and reservoirs, water and sewage
freatment works, pumping stofions, company laborateres, depots ond workshops

AVPS Annual Varoble Po;isrcgcwme - a performance-reloted element of emoluments 7

Bacteriologicol Trl';;d-;mkmg water supplied fo custormers 1s sampled and analysed ageinst o range of chemical and

failure bacterclogical parameters 'f o sarnple shows o bactencicgicor porameter that exceeds the lirit
specified in the regulations, it 1s deemed o boacteric ogical fature

BBC Br.hish Broadcosting Corporaton o

Catchment An area of land through which water drains 1nto 0 body of warer (such as o river or reservorr)

CAW Carbon Accou-r-w-‘r-:‘r;g;“\&t;klgc;oik

CCw Consurmer Council for Wales

CCWater Consumer Council for WoTerfﬁ S

CHP Cor;;mAned-—H—e-oT and Power Engine

CiPS Chartered Institute of Procurement and Supply

C-MeX The custormer measure of experience (C-l:\i1—e_>.<‘)- s a m.e';S:J; :Jf_ c-usfo;versgn‘nsfc:ciﬂ’;mij&icairnp;m;’;

C MeX score ts calculated as the weighted average of customer saftisfact on (CSAT) scores from
custemer service (CS) and cusromer experence [CE} surveys

Combined sewer

Combned sewer for sewage ond roin water runoff

Combined storm
overflow

Combined storm overflow 15 o systerm for sewoge ard roin woter runocff

Company limited

A private company that does not have shareholders or share capita

by guarantee

CPIH Consumer Prices Index  including owner occupiers’ housing costs

CPNI Centre for the Protection of National |Afras-ructure

Credit rating Credit ratings provide an aossessment of the cred f quality of a comoany which can affect the cost of
corrowing

CRI Comphance Risk Index

CRO Chief Risk Officer

CS0O Combined Sewer Overflows oct os relief volves which prevent the overloading of sewers which could
otherwise lead to flooding of properties ond sewage treatment works

CSO/SO Storm Overflows oct as relief valves whicn prevent *he overlooding of pipe netwerks which could
otherwise lead to flooding of properties and sewuge treatrment works, A compinea storm overflow
acts in the same woy but where untreated rainwater and wastewater and sewage are carried togetner
in a combined network

Customer Custome- Reserves is the difference between the RCV and net debt and is therefore o measure of

Reserves the value created by the business “or customers Some of that value can be used for Investment In
the business and rebates to customers. We aim to maintain net debt at arouna 60% of the RCV with
retained Customer Reserves as the remmanmng 40%

Defra Deportrment for Eavironment, Food and Rura: Aftars

Discharge permits

Legal cgreements 1ssued by the envronmrentai regulator reloting to the amount, quality ond
frequency of wastewater tha* can be returned to the environment
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APPENDICES

A - GLOSSARY

CONTINUED

D-MeX The custamer service measLres for developer services {new connections) custormers, deve ooea by
Ofwat for AMP7 See CT-Mex definition above

DPC Direct Pracurerment for Custormers

Drinking Water A proactive me~hod of assessing rnisk to drinking water quality, wnich better nrotects public mealth

Safety Plan

Droughf Plan Statutary plan praduced by o water company that aetalls the actions to be taken to manage the
supoly of water 1n o drought

DWI Crinking Water Inspeciorate

DWMP Croinoge ard Wasteworer Monagerment Plan

DWRP Srinking Water Recovery Plan

EA The Ervirorment Agency

EDM Even Duration Monitar

EDI tguality, Diversity and inclus ar

Effluent Water tnat f ows frem o sewage freatrment plast after it has been treated

eNGO Enviroamental non-governmental agency

Erwironment An execufive, non aeparfmental Government body thot nas a statutory duty "o protect and enharce

Agency (EA) the enviranment n Erglard

ERM Enterprise Risk Manogement

ESG Ervironmertal Social and Goverrarce

FD Fina!l Determinction

FFO Funds From Operaticns. FFO/net debt 1s o measure of the Group's ability to poy 1s deb' using cash
generated from operatiors and is a key metnic used by rating agencies includrg S&P for assessing
credit quahty

Financeability The obility of appo nted water companries to ‘inance therr funchions trrough debt, equity ar retained
earrings

GDP Gross Domestic Product

Georing Ne- debt expressed as o percentoge of requlatory capital value

GHG Greenhouse gas

Glas Cymru Gios Cymry 1s tne generic neme used 7o refer “o the Group hold.ng company Glas Cymru Cyfyngedig
was formed in 2000 to own, finance, and marage Dwr Cymru Welsh Water Duning 2015 16 Clas
Cymru Cyfyngeoig wos re-registered os Glas Cymru Anghyfyrgedig and G as Cymru Holdings
Zyfyngedig was created *o be the holding compary for the Glas Cymru Group

Groundwater Woter tnat can be found in the saturated zone of “he soll

Group Glas Cymru and ol its subsidianes

GVA GCross Value Agdeg

HR Human Resources

HSQC Hybrid Secury cnd Operations Centre

ICG Independent Chalenge Croup

ICT Information and commun catons technology

|IEAP Independent Ervronmental Advisory Parel 1s ar aowiscry panei to We'sh Water, corsist ng of
reareser-atives from front-line environ~eata organisahens n Wales and Englond, ard 1leading
acoaemics 11 Spe:fﬂl'ST arens

IED

Industial Emissiors Directive
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APPENDICES

MName ption

INNS Invasive non-native species

IPCC Intergovernmentol Panel on Climate Change

SO Irwre;r;\étTcTﬂO Standaord Organisation

IT inforrration technology o B

KPI Key Performance Indicotors - 7

Leakage Waoter lost betweaen the trectment worksr;nd the customer’s home or business B

Liquidity I he avallabiity of readily converhible assets into cash. This represents cash and cash equivalents and
revolving credit facilifies for the Group

Look-up Where a wastewater freatrment works fails to meet the consenrted parameters set by the NRW or EA

Compliance

for less than 95% of the time

Lost fime injuries

Injuries ansing at work which result In -ime away from work for freatment and recovery

LTDS

Long Term Delivery Strategy

LTVPS/LVPS Long-term Variovle Pay Scheme A performance related element of emoluments

Mean Zonal Meaon Zonol Corrpliance ts @ measure of compliance In ofl the water quality zones for 39 key
Compliance chemical and bacteriologica perameters derived from the statutory monitoring programirre of
(MZC) samples taken from customers' taps

Megoli-rres (ML) One megaitre is equal to 1000 cubic metres or one million litres A standard Olympic-size

swimming poo contains 2 5 megaltres of water

Natural Resources

Welsn Government-sponsored bedy whose purpese t is to ensure that the natural resources of Wa es

Wales (NR\N) are sustainably maintained, enharced and used

Net Debt As per definihon in the Common Terms Agreement, totol borrowings tess cash and cash equivalents
adjusted for unamortised bond 1ssue costs, accrued settlements on dervative financial Instruments,
indexation on bonds where swaos convert the fixed rates to RPI less cash heid outside the Glas
Cymru Anghyfyngedig Group Net debt excrudes the fair value of dervatives

NBS Nature-based solution

NED Non-executive director

NEP National “nwironmental Plan

NMB Nutrient Management Board

Non-Executive Members of Glas Cymru’s Board who ore rof responsible for the day to -day running of the business

Directors but chalienge management and oversee the rurming of tne Group See page 117 for further details of
their role

NRW Natural Rescurces Wales

QDI Qutcame Delivery Incentive This 1s the mecnanism for rewards ond penclties whicn underpins the
performance measures set out «~ our Final Determination Ofwat PR14 and PR19 business plans

Ofwat “he econamic requlator of the water sector in Eng and and Wales

Operating costs Total operating expenditure of the business, net of any cperating income, primarly any profits or
losses on the disposal of fixed assels

Opex See Operating Costs

oT Operational techinology

PC Performance Commitment

PCC Per capita consumptiaon

PFAS Perfluoroolky! and polyfluorcalkyt substances, colloquially knowa os farever chemicals

PFET Peck [ow Lguivalent Treatmeant

ANNLA_REPORT & ACCC N S EO TH Y AlENILD T MA T 2324 213



APPENDICES

A — GLOSSARY
CONTINUED

Nome Description

Pollution lncidents An accrdertal or deliberate re.egse of con-aminants such as oils, fuels and chemicals that can be
hcrqul te hurman kealth and the environment

PPC Promp* Payment Code

PR19 Ofwat's Price Hewew process 2019, the five-year regulotory price-setting onices for AME/ (?OdO—
2025), culminating In the F nal Determuirotion of prices issued fo companies in Decermber 2019

PR24 Ofwat's fortncorming Price Review procesé 2024, which will cuimina-e 1n a Deterrm naron in December
2024, o set prices For /\N’PB 12025-2030)

Pumping station Used "o purno water or sewerage from one place to arother

QsC Quality cmd Safety Committec

Quality and Board-ievel Cormiftee in Glas Cyr"\rb wh\_h oddresses performor\ce and operationar risk 1ssues

Environment ccross the Corrpeny

Committee (QEC)

RainScape Glas Cymiru's ooprooch to managing sgrfoce water and overloaded sewers (sus!amoble u'bcm
drainage sys-errs)

RCP Reoresentahion Concentrotion Po'hwcys

Real terms The uhcmge na fmcmcm. number after femcvmg *he effecf of inflation

Regulotory Capital  ~he asset value of Diwr Cymiru, deTermmec by Ofwat, on which our iavestrment returns {or Reguiotory

Value (RCV) Returns) is ollowed to be rmade 1his is, In effect o proxy for the economic vaue in use of the

appointed businass of Dv‘vr Cymru Cyfyﬁgedvg

Reportable injuries \mu’les reoor‘(ed o rhe Feolth and Sofety Exe‘"qhve under R\DDOR regulof ons

RIDDOR Revorting of \njurwes Diseases and Doﬂgerous Ouurvenue:, Regulaticas 2013 ond as amerded lhe
regulators soecfy what Injunes diseases and agongerous ocourrences Mmust ba reported, and how
and whcn

Reservoir A nofuro\ or arti’ \C\cl ‘ake where water is colected ond stored urm\ r\cedcc

Return of Volue Poymems and nvestrment made for the benefir of our custorrers furded from dISTHbuTObIE profits,

thoT cou d otherwise be paid out ro shoreho\cera as GNIdE‘ﬂdS no shcreho\der owned company

Rising main A pumped pipelre thot cornes was ewater

RPI Retall Price Index o o o
RSPB The Royal Society for the Protection of Brds o T
SAC Specnc Areos of Conservat or i

Safety Tokes Every Behawoum safety train g whieh e”‘phoswses that each individual nas responsioilty for Health and

Person Safety issues

SCC ::uoplle' Cede of ConducT

Scorecard A statistical (ecord used by Wclsh Water to measure achievement or progress towards o part cular
goo\

SDG (ero nob\e Deve\cpmem Goa.

Securify and ‘ssued by We sn Government ord Oz l--i,i\ to the woter secter 10 orowde guigance on haw to respona

Emergency te major incidents

SEMD Secur ty and fmergemy Meoswes (Water and Sewerage undertakers or‘d WoTev Suppy icence)
Lrl echive

Service reservoir A tank contaiing arimking water ‘hor 5 usuohy sirfed witmia or near fo a water distr outicn syste™

Serviceobilify Tne copab ity of o system ¢of assets *o delver ar expectec leve of service o corsumers ond to the
er\wmr‘mpm now cnd into the furere

Service Incentive A~ Ofwat measure designed ‘o ~prave e ‘ever 0f cusTomer service Tho water comparies provide

Mechanism (SIM)
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An underground pipe that takes househoid and non-househoid wastewater and surface warer awey

Sewer

from properhies for treatment and disposal

Sewer flooding

Occurs when wastewater escapes from sewer pipes througn o manhole cover or o dran, or by

bockmg up through to lets

SO Storrmn Overfow - see C5O/50 anove

SOAF Storm O\;erfrt_)-;;‘i\ssessmem Framework o b

SS5I S_’re of Special Scientfic Interest ) 7

STEP See Safety Tcmes Every Person

Storm tank A tank into whlch In wet weather, stormwater and wastewafer 1s sforechi-:‘r:t;i;;wé wés;é;;oter ;emmem‘
works can freat I

SuUDs See Sustainable U.I;b()ﬁ Drainage T

Surface water

Run-off from rainwater that falls on fo cus*omers' properhes {such as roofs, paths and driveways)

Surface water The removal of rainwater, snow or melted ice from exterior areas of a property (such os reofs and

drainage drivewoys) often ta a surface water sewer or combined sewer

Sustainable A sustainable drairage system is designea ta reduce tie potential mpoct of new and exishing

Urban Drainage developments with respect to surfoce water draincge discharges

TNFD Taskforce on Noture- Relofed Finoncial Disciosures

Totex An Ofwet abbreviation for total expenditure The total sum of cap* ol expendnure and operational
expendifure

Trunk main A main through whlch water 1s fed into o water distribution Sysfem A m_mk mamn will often run from a
water treotmer" works to Q service reservoir

UKRI LK Research and Innovation o resecrch fund ng body workmg comb mng seven former Research
Councils

UKWIR UK Water Industry Research, a body se* up by the water industry to support research ard shape -he
industry's feseorch cager‘do

WASC Wo?er omd Sewerage Company

Wastewater Wos‘re matter from househcld or non-household oropefnes that 1s car- ed oway ‘rom properhes n
sewers or droms

Wastewater Wastewater treafment works are dES|gﬁed to rermove blo\og\col or chemical waste products from

treatment works water pefore |is returned ro water sources

Water main A large p\pe that carries +reoted woter to housenolds

Water Resource

Th.s outlines how a water company will maintain o susfomoble baiance between water supples and

Woater treatmen- plants produce drinking water for pub i consumption or industria water for

Management dermand over the nex™ 25 years

Plan

Water treatment

works rmanufacturing or other business operotons
WQOC WoTer OP_\y-Compomy

waQ Wofer quoh;y_

WRMP V‘Bee Water Resource Managermrent P}
WTW See Woter Trea*ment Woriks?

WWTW See Weste \Nofer Treo‘rn:(;m Works
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B - REGULATION OF WATER COMPANIES IN WALES

Descripfion

Weilsh The Welsh Government has devolved authority over most matters pertaring to the regulatien of the
Government water indus!ry in Woles

Drinking Water The Drinking Warer Inspoctorate s o statutary oody with dutes and powers fo develop and updote
Inspectorate drink ng warer quality regulations (which derve from EU legistation), moniter complance wirh such
(DWI) reguiations, end mplemert enforcement achion where required. The Chief Inspector 15 appointed by

the Secretary of State ard by Welsh Minisiers

Natural Resources  Nhefural Resources Wales and the Environment Agency are the enviranmaental regulotors for Wales
cnd Ergland respectively, with impartant roles with respect to the regulation ond planning of water
componies They set out water compan es' environmental obligations 11 the Nafional Environment
Programme (NEP} in Wales, ana the Water Industry National Environmen- Programme (WINEP) in

Wales (NRW)

Environment

Agency (EA) Englond

Consumer Council
for Water (CCW)

The Consumer Counail for Water (CCW) s o nan-departmental public nody o DEFRA and the Weish
Government established under tne Water Industry Act 1991 ‘as omended) *o recresert ~he interests
of consumers by handling complaints, acquinng and publishing Informahen, providing adv ce, and
investigating matters of interest to consumers CCW 15 supported by regional commuttees established
under the Act including o Waies Cormmittee

Ofwat

Ofwa* 15 the ecoromic regulator for the water .ndustry its duties include protecting the interests
of consJmears, ensuring that water companies carry out fnerr statutory functions, and further ng
the resilience of water compamies Ofwat hos a range of powers, Including sethng price imi*s and

performance targets through the five yeary Price Rev ew pracess.

Department for
environment, food
and rurol offairs
{DEFRA)

Defra is respons b e for improving and protect ng the environment ond so has o broad remit 1o play
o major role n pecp'e’s day to day life, from the food we ear and “he air we breathe, to the warer
we drink Defra armrs to make our air purer, our woler cleaner, our land greener ana our food more
sustoirable.

Its mission 15 'to restore and erhance the emviionent for the next generation, leov g + n a better
state than we ‘ourd it!
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C - PR19 PERFORMANCE COMMITMENTS DEFINED

Nome Description
WHI Woater quality compliance Water Quality Compliance s assessed using the Comphance Risk index (CRI).
{CRHI CRI measures » s« ansing from treated water compliance fallures A CRI score
15 caleulated for every individual comphance fallure at water supply zones,
supply poin*s and treatment works and service reservoirs. The annucl TRl for a
company, for any given calendar year 1s the sum of the indiwidual CRI scores for
every compliarce fallure reportea auring the year.

Wi2 Water Supply Interrup-ions The average number of minutes thaot customers are without water within our
supply areo (inc'udes both planned and unplanned interruptions)

It 1s caleulated as the average numzer of minutes lost per customer for the whole
customer base for interruptions that lasted three hours or more

Wit3 Acceptability of drinking Ihe number of mes the company 15 contacted by consumers due to the taste

water and odour of drn<ing water or due to drink’'ng wa'er not being clear, reported per
1,000 population

W4 Mains Repairs Tris tncludes oll physical repair werk to mains from which water 15 lost
it 1s reported as the number of mains repairs per thousand kilometres of the
entire water main network (excluding communication and supply pipes).

Wis Unplanned cutage % This measure 15 a means of assessing asset health (primarily for non-
infrastructure — gbove ground assets), for woter abstrachon and water treatment
actwitigs It 1s defined as the onnualised unavailable flow, based on the peak
week production copacity Th s measure I1s proport onate to both the frequency of
asset fallure as welf as the crificality and scale of the assets *hat are causing on
outage

W18 Leod pipes replaced This measure records the reduction in the number of lead wives In our water
supply network

Enl Treatment works For our woter and wastewater treatment works there 1s o permit which regulates

camplance % the cuanty of wastewater the Company 15 allowed to dischorge into nvers ana
coostal waters, which is regulated by Natural Rescurces Waolaes The measJre is
the % compl ance agoinst the discharge permits

En3 Pollution incidents Reduce the number of pollution incidents (coused by blockages or collopsed

(Per 10,000km of sewer) sewers)
End Leckage [% reduction) - l_eckage describes “he water that s lost between the treatment works ord the
3-year average custorner premises. We have a target 1o reduce leakage and this 1s measured
using the percentage reduction of 3-year average leokage in Megalitres per day
from the 2019/20 starting baseline.

Ens Per Capita Consumption Per capita consumption (PCC) 15 the average amount of water used by each

{% reduction} - 3 -year person ecch day We nave a target to reduce PCC ond this 1s measured using
average the percentage reauction of 3 year average PCC from the 2019/20 starting
baseline

Svl C-MeX C MeX s o custormer measure of experience ond custormer satfisfacnon, It s

comprised of two survey elerrents

Custorrer Experience Survey - a customer satisfoction sarvey amongst o
random sample of the water company's customers,; and

Custorrer Service Survey - a customer sat sfaction survey amongst a raondem
sample of those customers who have contacted their water company.

The scores of eacn of the two surveys are weighted eguclly Yo produce the
combined C-MeX measure
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C - PR19 PERFORMANCE COMMITMENTS DEFINED
CONTINUED

Sv2 D-MeX D N Mex. I1s 0 measure of customer sotisfaction for Develoner Services

A D MeX score 1s caiculated from two componeats tho* contnbute ecuaily

= gualitotive D-MeX score based on the rat ngs provided by developer services
customers who transacred with the company througholt -he reporting year to
a custamer sansfaction survey; and

+ quanhtatve D-MeX score, based on the company's perfermance agamnst a
set of selected Water UK perfarmance metrics througnout the reporting year

Sv4 Bus ness customer Tws perfarmance commitment measures the average cus*omer score ou- of five
sahisfachion from four quarterly business custorner salis‘achion surveys

Tne Cormpany wil undertake o survey of 250 business customers per guarter
(1,000 in total per year) it will survey 6 sampie from al customers, not Just those
who have contocted “he company

Sve Priorty Services for We provide special assistance to those custormers ir vu nerable crcums ances
Custormers in Vulnerable who are registered on our Zrnarity Services Register (PSR)

Circumstance
T=1s measure reports on ~he number of housebolds on the Company's PSR as o

proportior of ol households n the Company's reg on

Rt1 Internal sewer flooding Tre measure is calculoted as the number of internal sewer flood ng Inciden*s

(pe- 10000 sewer normalhsed per 10,000 sawer connechons incluaing sewer flooding aue "o severe
conrecions) weather events

R43 Sewer collapses (Per A sewer collopse 15 where o structura' failure has occurred to the pipe that results
1,080 km of sewers) In o service iImpact to a custcrmer or the environment and witere achion 1s foken

‘o replace or reoar the pipe 1o reirstate narmal service

Tris 15 reported Gs the number of sewer collapses per 1000 kiloemetres of all
SCwers causing an Imoact on sarvice o custamers or the environmant

R4 Total Complaints The total corrplaints by houseniod customers receved by the Company per
10,000 connections It includes tne comared total of unwanted contacts (1 e
~elephone complaints), written complamnts {letter and emall), ana confacfs via
new cortact charrels {such as social media or web choft)

BI3 Company level of bad Tre Cormpony ‘evel of pad debr s o meosure of the tota’ unpaid woer and
debt wastewater ol s that are deemad uncollectable as a propornan of the -otal
revenue bilied 1n esch report ng year

BlZ2 Vulneranle customers on Tne rumber of residerial custorners recevirg financial sJUpoorT via oUr SoCIa
social tanffs “orfis

K of rver improvea The cumutosive -ength of river improved as a resalt of the compaony's actions to
p P pony
improve “he hea.th and aes-het.cs of rivers

F10 Commeonity —docatian

The tora’ number of chidren ane adults who have participatec in the compony's

educa™on programme each year
Ft11 Visitors '¢ recreat ona. Te tora rumber of visitors 1o “he company’s recreationa! si=es each year
fac ires
Col Reportable injuries The rumber of «edwmdual nures renorted to the tealtt and Safety Zxecutive

under RUDDOR per arrum
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APPENDICES

- WELSH WATER 2050 STRATEGIC RESPONSES

For conven ence we set out below the 18 strategic responses from WELSH WATER 2060 REVIEW AND UPDATE MARCH
2022 That document also contains for each of the strategic responses an update on the latest availoble evidence,
research ard innovation

Strategic Response Description

T. SAFEGUARDING CLEAN Catchments os a first ine of defence: We will face increosed levels of pesticiges,
DRINKING WATER ferthsers, nutrients and pothogens in raw water, and Increased turbiaity of water
THROUGH CATCHMENT reaching our water freatment works aue to the ntensification of agriculture and

greater intensity of storms We wiil co-create an extensive, innovative programme of
MANAGEMENT catchment management with landowners and partners.

ENOUGH WATER FOR ALL Confronted with an increasing water supply demand gap due to population

growth and drier summers due to cimate change, we will use our Water Resource
Management Plan to ensure the water supply demand balance to 2050. We propose
to implement water frans‘ers, demand managemen* measures and leakage reduction
prograrrmes to address any deficits, whilst recognis'ng the possible need to support
other parts of the UK

3. IMPROVING THE Faced with an increosed rsk of cutages due fo agricultural run-off, extreme weather
RELIABILITY OF DRINKING  even's, terronsm, and cyberattacks, we will build mare flexibility and integration into our
WATER SUPPLY SYSTEMS water treatment and supply systems,

4. PROTECTING QUR With Increasing nisks of disruphion {for example, from sevare weather avents resulting
CRITICAL WATER SUPPLY from chimate change and increased reliance on technology) and | mrted customer
ASSETS tolerance of supply outages, we will iImprove the resilience of crifical water asse*s whick

~ave high consequences of falure

B, ACHIEVING ACCEPTABLE Ageing woter moins and more extreme weather events increase the nsk of supplyirg
WATER QUALITY FOR ALL mo*er v;h:ch 53 ten:iporo‘rwly dlscoloufred or hos o\;\)foor taste. T!’;]\s wdlobz ?ci{jressed

Py through a tnrgeted replnrement nf irnn maoing, Wo aim 1o achieve 0.8 confacts per
CUSTOMERS 1,000 population by 2050

6. TOWARDS A LEAD FREE: We have the opportunity *o help improve public health ard propose a targeted
WALES replacement of lead communication ond supply pioes, as part of a wider societal

effort to address lead in drinking water,

7 WORKING WITH We will work with customers and communities to co-create so.uhons, share knowledge,
CUSTOMERS AND and support It atives which reduce water use, prevent sewer abuse, ard prowide wider
COMMUNITIES benelits for communities and the eaviconment.

8. ENSURING With inequal ty, debt, and poverty on the rise we aim o ensure thot our services

rernain offordable for all custorers. both iIn terms of average bills and for those on
AFFORDABILITY OF ‘ e . e ‘

social tanfts, We will ensure that we confinue fo provide *he best service in increasingly
(S:lEJRS\{JgaSEQSELEVEREDTO innovative and efficient ways and pass these savings on to our customers

9. SUPPORTING CUSTOMERS Furpose of Strategic Response We need to use data effectively, provide personahsed
IN VULNERABLE custorner service and wark In parfnersnip with other service providers to give
CIRCUMSTANCES appropriate and effechive supporl to customers In vulnerable cireumstances.

10. ADDRESSING QUR Faced with increasing customer expectotions for a good service af all tmes, we will
"WORST SERVED! address the longstanding service compla nts of 'worst served custformers’ o ensure

that everyone receves an ccceptable lovel of service. We will not charge customers
CUSTOMERS when service does not meet our serv ce standards
. EMPLOYER OF CHOICE With an ageing populahion, an ircreasing shortage of technically s«illed employees

and increasing demand for more flexuble opproaches to working we will need to
continue to be ar employer of choice attracting, developing and irspirnrg peccle from
a dwerse range of backgrounds, fo deliver an excellent service for our customers
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D - WELSH WATER 2050 STRATEGIC RESPONSES
CONTINUED

Strategic Response Description
12. LEADING EDGE Changing customer expectations, the digital revolution and demographic and lifestyle
CUSTOMER SERVICE change are all lecding Welsh Water to further develop our customer service culture

We w il Farmess technological change to provede a personalised service for customers
through their preferred contact channel

13. SMART WATER SYSTEM With the opoortumity to coprtalise on techno ogical advonces we will improve the

MANAGEMENT service performance and resiience of our ossets through remote sensing, dota
anaclysis, and automation, “hereby solving problems befare they mpact our business or
the enviconment

4. SUPPORTING Bicaiversity faces threats including habitart loss, fragmentation ond overexploitation

ECOSYSTEMS AND in the longer term, *erperature and changed rainfoll patterns will a so impact
BIODIVERSITY biodiversity We will ook for ways to help nature, enhance biodiversity and promote
ccosystem reshence while we carry out our woter and sewergge octivi‘res
15. USING NATURETO Confronted with urban creep due to demographic change and ircreasea Intensity of
REDUCE FLOOD RISK AND rainfoll due to chimate change, Welsh Woter 1s proposing to reduce the risk of sewer
POLLUTION flooding and peliution through the vevelopment and Mmpler~entation of sustanable

uroan drainage systems We will air~ to install sustoinoble dra nage systems 10 ¢t cs
and major conurbations (Swansea, Cardiff, Newport Wrexham, Chester} in partrne-stup
with local autharities, of highest ns<

16. CLEANER RIVERS AND With increasing pressure on the natural environment from papulation growth,

BEACHES charging land use, climate change and new sources of pollution we Wil Improve cur
wastewater assets to do our part to help achieve 'good’ ecological status for our rivers,
akes and coos-al waters

17 PROTECTING QUR Faced with an sncreased nsk of disruption, for example from on increase in severa

CRITICAL WASTEWATER weainer as a result of chmate change, ond reduced custormmer acceptobility of poliution
ASSETS events, we will improve the resilience of our critical wastewater assets, which Fave high
envirenmental ond custamer iImpacts of failure
18. ACHIEVING NET ZERC Faced with a chong'ng climate and increased energy cos s we ai™ fo reduce cur total
CARBON EMISSIONS BY corbon eissiors by 90% by 2030 and achieve carboe restrality by 2040 We will

2040 AND PROMOTING A Qiso moximise oppertunities to reuse treatea water and other potentiaily valuabie
CIRCULAR ECONOMY* natural mate- als, contrinuting tfo tne circu ar ecenomy n our local region
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E - ESG OBJECTIVES

For convenience we set out below the 10 ESG objectives from our ENVIRONMENTAL, SOCIAL AND GOVERINANCE STRATEGY.

Description

1. LONG-TERM PLANNING We are custodians of assets that wil' be relied upon to provide our essential scrvices,

AND SUSTAINABILITY and minmise Impact on the environment, for many generations to come Qur corporate
structure meaons we are not driven by shareholder d vidends — we plon far the long term
and take inte account the needs of future generations of our customers. We will also work
to ensure our procurement policy 1s sustainable and supperts local businesses and the
circular economy rmorc generally

2. ACHIEVING OUR We are committed to achieving net zero carbon erissions of both operatonal and

NET ZERQO CARBON embedded carbon by 2040 - corporaete dwrcymru comm/fen/ journey-to-zero We wil work

STRATEGY to ensure continuous Improvement of our processes In order to MruMIse ocur IMpact on
the environmen® and we ask our key supply chain partners to help us design Innovative
"grean, naiure based” solutions that benefit the environment and society generally, within
the fulfilment of cur funchons

3. ADAPTING QUR We will cantinue to adapt our assets to ensure the services we provide cre resifiant to

ASSETS AND SERVICES the impacts of clmate change and can meet the challenges of economic development,

lation growth, and changes In customer expecrations ¥We must also mit gate our

TO MITIGAT! popuia

CHANGE RIECLIMATE carbon footprint (see 4 below) so as to reduce to zero our contribution to climaote cnange

3KS by 2040
4, WORKING TQ CREATE We will estabish a clear baseline for current enviranment, social and governance 1ssues

TANGIBLE BENEFITS IN and wil measure improverrents against that, with a principal of "net gains” far our

THE COMMUNITIES WE operatioral activihes and capital projects programme which deliver tangible benefi*s 1o
our comemunifies

SERVE

5. ENSURING During 202122 we provided financial assistance (vic socia tonffs and other forms

AFFORUABILIT Y

ul supporl) lu o lotol of 135,000 custorners and we assisted many more with woter
efficiency advice ond metering, to help them manage their water bits We are commutted
to continuing to provide this level of financial assistance to customers during the perod
2020-25

We engage with our customers or a regular and long term basis, through research

6. ENGAGING WITH OUR
CUSTOMERS and focus groups, our community fund gronts, ond Woter Resiient Communshes
programmes. Custorner expectations are changing and developing, and we need to
ensure that we mect these expectations whilst alse focusing on the patn to achieving
the long term goals we have set 1n Welsh Water 2050 We are developing o Sustainable
Procurement pelicy, which w-| deliver benefits fo communities through a more tocalised
supply chair, We ore alsc intreducing uses-centred design for ‘mprovernents to custormer
service, and working wth a wide range of stakeholders and customers on projects such
as the Brecon 3eocons Mega catchrment nitiative
T ATTRACTING AND Our most importent asset is our workforce, and attracting and retaining people with “he
RETAINING A DIVERSE night skills and divers-ty of experience, background, and personal charoctenstics to meet
WORKFCORCE TO the future gho\!enges thqt our business will face I1s a key priority. Our cuiture and values
are errbodied 1n our workplace policies sJch as our Health, Safety & Wellbeing policy,
REFLECT OUR support an inclusive warkplace where col eagues can teake pride in “Earming the Trust of
COMMUNITIES our Customers Fvery Day”
8 ADAPTINGTO FUTURE Cur corporate structure and the obsence of shareholder dividends allows Js to focus on

CHALLENGES

the long term, as well os deliver the needs of customers today The ESG Cormmittee wil:
focus on monitoring progress against our goals and cersidenng and responding ‘o ESG
risks “0 ensure that we acop* 0 these and builld our responses iNnfo our company strategy.
The joint Boards of Glas Cymru Holdirgs Cyf ond Dwr Cyrrru Cyf also monitor strategic
risks and cons:ders with the Execulive the potenta for emerging ond "black swan' risks
to iImpact our business and *he services we provide
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ESG OBJECTIVES coNTINUED

Description

9 DEMONSTRATING We demanstrate accountobility through our transparent corporate governonce, focusing
ACCOUNTAB"JTY our business on sustaining and aratecting the ratura’ resources available ta us, and
engaging directly witk the communimies we serve We are committed to franspcrent
reporting of our performance and the challenges facing the business, both in aur
corporate reporting and through our publication screme where we maoke information
availeble on our website - corporate dwrocymru comy enfcommunity/emaronmen®/
environmentat nferrmation regulat ons

We ensure fair emcloyment practices througn our recrurment ond HR pohcies, and we
ask our supp 1ers fo sign wp fo our Supplier Code of Conduct and to take steps ta prevent
unfarr employmer- practices (Qur operotional strategies prienhse aur environmental
comrmitments - to ~unirmise our envirormental foorprint and enhance our environment
and communities wherever we can.

10. WORKING In many areas we canaot achieve our objechves by simply working alone, we are already
COLLABCRATIVELY work ng n partaership w th requiators, Governmeents, customers and other stokehalaers

fo achieve our envircnmental! cbhject ves We wil drow on our expenience 0f coatrbuting
to the development of the Wye Nutrent Management Plan where a number of differant
orgonisotions and sectors worked fogether towords meeting phosphorous Jargets
(environmental reguiators, councit bodies, third sector organischions ord Weish Water}
A simitar collanorative approoch s being deve oped for otner Welsn SAC (Specal Areas
of Conservation) rivers We need to work ciosely with Loco! Authorites and other local
orgonisanians, wiose suppo-t will be vital in helping us mancge surface water drainage
Issues and thereby reduce discharges frermm SOs
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The production of this report supports the work of the Woodland
Trust, the UK's leading woodlena conservation charity Each

tree planted wil grow into a wvital carbon s*cre, heloing fo reduce
environmental impact as well as creating natural havens for wildhfe
and people
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