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Executive Summary

Trust in the privatised water industry is low and the sector under scrutiny because of heightened public awareness
and understandable concerns about sewage pollution, storm overflows and the health of our waterways. Against
this backdrop, customers are experiencing a challenging domestic economic environment.

Wessex Water recognises that we need a sustainable system of water management that protects and sustains
clean rivers and water sources, supplies high quality drinking water, and manages sewage for people, at a cost we
can all afford. We are committed to investing in long-term solutions which are essential for a water future resilient to
climate change and a growing population. This means working in collaboration with others and at a catchment level.

The solutions to the pressing environmental challenges we face will not be solved in isolation by Wessex Water or
indeed any individual entity. Working in partnership with our customers, stakeholders, regulators, and our supply
chain is the best way to identify and deliver solutions that are both cost-effective and sustainable.

Our Long-Term Delivery Strategy (LTDS) is a vital component to demonstrate how we will deliver an enhanced
environment and excellent customer service out to 2050. Following an industry-wide review of companies’
strategies, we have taken the opportunity to update our LTDS from the original version we submitted alongside our
PR24 business plan in October 2023. In revising this document, we have taken full account of:

o Ofwat’s issued in April 2022 (‘the Ofwat guidance’).

o Feedback from Ofwat on our emerging strategy in spring 2023.

e Further specific feedback from Ofwat following our business plan submission.

e Revisions to our Water Resources Management Plan (WRMP), another long-term strategic planning
framework which fully aligns with our revised LTDS.

The key changes to our LTDS are set out in Annex 1. We are grateful to both the economic and quality regulators
for the opportunity to update this important document.

Setting ambition

Our LTDS sets out what we intend to achieve over the next 25 years (ambition), and how we intend to do that
(strategy). In developing our LTDS ambition, we have taken as a starting point our

(SDS) which presents our company vision and ambition though to 2050, and is already at the heart of Wessex’s
business-wide strategy. In our SDS we have committed to:

e Lead the water industry on the delivery of core services for customers, communities, and the environment,
despite the steeply rising challenges involved in doing so.

o Raise the bar on what is considered leading performance, looking outside of the water industry for
benchmarks and committing to even higher levels of service.

¢ Rise to changing societal expectations on the health of the water environment.

e Play our part in addressing wider societal and environmental challenges, which will take us into a new realm
of environmental stewardship and leadership.

Our eight SDS outcomes are summarised in Figure 1 and supported by metrics that we believe are the key
measures of an outcomes approach; one focused on the overall impact on customers, communities, and the
environment, rather than a focus on specific output targets. These metrics have been used to develop long-term
trajectories for common performance commitments for our LTDS.

Together, this establishes what we are seeking to achieve by 2050 in terms of delivering for customers,
communities, and the environment.
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Figure 1 — Wessex Water's eight outcomes
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An adaptive strategy — core and alternative pathways

Our LTDS sets out how we intend to achieve our SDS ambition (and associated performance targets) under a
range of scenarios or future ‘states of the world’. This follows the principle of adaptive planning which, as set out in
Ofwat’s guidance, helps us to identify what enhancement investments are needed now, and what may be needed in
future, but for which a decision point can be delayed until there is greater certainty about what is needed.

We have firstly developed a core pathway which captures all enhancement investment required to achieve our
2050 ambitions under a benign state of the world — taking account of the potential to make performance
improvements from base expenditure. Where relevant, it also includes low regrets investment needed to keep
alternative options open to be ready for all plausible future scenarios. This dictates our investment profile under the
most favourable set of assumptions as to how the industry and wider world will progress through to 2050.

Overall, we estimate that we will require £10.2 billion in enhancement investment under the core pathway (in
2022/2023 prices) over the next 25 years to meet our long-term ambition.

We have then developed a set of alternative pathways to account for scenarios where the core pathway would be
insufficient to meet our ambition, necessitating an expanded investment programme. We have based our alternative
pathways primarily on Ofwat’s set of common reference scenarios (demand, climate change, technology, and
abstraction reduction), alongside one further scenario that affects our bioresources strategy (landbank availability),
focusing on the most likely alternative scenarios to a benign future state of the world. In this way, our alternative
pathways capture the most relevant alternative investment profiles we may be required to follow in future.

To estimate additional investment requirements under each alternative pathway, as with our wider business
planning process, we have used our company and industry best-practice to evaluate options and best value
solutions. We estimate the total additional enhancement investment (for the worst-case combination of scenarios)
could be up to £4.8 billion across 2030 — 2050, as shown in Figure 2 below.
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Figure 2 — Core and alternative pathways: Total enhancement cost (Ebn)
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Some of the key drivers of additional investment requirements captured in our alternative pathways are as follows:

Raw water quality deterioration. Catchment management has allowed us to defer significant investment in our
water treatment centres (WTCs) through working with farmers to reduce nitrates and pesticides entering drinking
water sources. This low-regrets approach underpins our plans for 2025-30 — we intend to increase our catchment
schemes in ten drinking water catchments. However, catchment management alone has not been enough at one of
our sites to negate the need for an asset solution, and our PR24 plan now includes the requirement to build a nitrate
removal plant. While we still believe that catchment management is the right approach to tackling raw water quality,
as it addresses the issue at source rather than treating the issue later down the line, we have developed an
alternative pathway to capture the investment implications if a wider range of asset solutions is to be required.

The need to further reduce the impact of nutrients on the environment. A significant part of our core pathway
investment, particularly over 2025 — 2035, is in nutrient removal to address tightening regulatory standards. Under a
future scenario with higher demand, we consider this may lead to a further tightening of regulatory requirements for
nutrients levels, and so we have developed an alternative pathway to capture the resulting implications for our
investment needs using both green and grey solutions (grey being the more traditional ‘built asset’ solutions such as
chemical treatment, with green solutions covering options such as on-site wetlands as well as more catchment-
based solutions).

A loss of landbank for sludge disposal. This would have a material impact on our ability to dispose of our sludge
and require us to pursue alternative solutions. This could include the use of Advanced Thermal Conversion (ATC)
technologies, which are currently at an early phase of development, but we will be seeking to explore these in
partnership with other companies. Our 2025-2030 business plan therefore sees us scale up our current treatment
approaches in a low regrets approach, with an alternative pathway to capture the resulting implications for our
investment should we lose the ability to spread sludge to land (both with and without ATC technology availability).
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Decision points and trigger points

A key insight provided by our LTDS relates to how investment and activities should be sequenced to achieve
ambition and performance objectives in the best value way over the long term. It does this by setting out, for each
alternative pathway, a decision point which determines the latest point in time at which we would need to decide to
move to an alternative pathway. This will be dictated by the specific circumstances of each pathway, but the guiding
principles are that (i) it should be deferred until we are confident that the relevant investments will be necessary to
deliver our ambition; and (ii) deferring the decision even longer will risk us not meeting our 2050 ambition (and any
interim performance and regulatory targets).

The trigger point then determines the point in time at which our enhancement investment profile deviates from the
core pathway to follow the alternative pathway. These generally align with price review periods, as that is when
funding allowances are determined. We explain our rationale for each trigger point in Chapter 3.

A clear understanding of decision points and trigger points will minimise the risk of aborted investments and
stranded assets, and thereby ensures that our overall strategy maximises value for customers, communities, and
the environment.

Foundations and rationale

In producing this LTDS we have built on the work of the Water Resources Management Plan (WRMP), Drainage
and Wastewater Management Plan (DWMP), Water Industry National Environment Programme (WINEP) and wider
PR24 planning activities, as well as BAU long term planning. Chapter 4 provides further detail on how our LTDS
aligns with these other strategic planning frameworks. By bringing together all these frameworks in one place for the
first time, the LTDS provides a holistic view of how we will meet all our obligations and achieve our company
objectives for supply; waste; and other parts of the business, and a better understanding of how they interact with
each other.

We have developed our LTDS around six major sub-strategy areas, to align with SDS our outcomes:

X0 Safe and reliable water n Excellent river and coastal water quality
B:% (Water treatment and supply — section 3.5.1) 1-, (Wastewater programme — section 3.5.4)

Bioresources activities associated with net
zero carbon (section 3.5.5)

Sustainable abstraction

(Water resources — section 3.5.2)

Other activities focused on net zero

I{ Effective sewerage system carbon (section 3.5.6).

rerere.  (Sewerage networks — section 3.5.3)

These areas comprise the bulk of our activities and investment requirements.

In developing our core and alternative pathways, we have made assumptions about cost uncertainties. Costs for
solutions can change significantly even over a 5-year period for a myriad of reasons (e.g. changes in requirements;
site conditions varying; supply chain cost pressures). Forecasting future uncertainties and the solutions that may
resolve these situations, and their associated costs out to 2050, compounds this uncertainty. This LTDS has been
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put together with our best view of costs and expectations we are able to deliver now, but we recognise this will
inevitably change over the coming years.

As such, we consider our core and alternative pathways are best interpreted as an illustration of the relative order of
magnitude of investment requirements under different scenarios, rather than as firm 25-year statements of need.

The remaining sections of this document detail how our core and alternative pathways have been created, taking on
board Ofwat’s requirements in its final guidance. Further detail on these pathways for each sub-strategy area,
including decision and trigger points, are given in section 3.5. These have been developed and tested using our
industry knowledge, options evaluation process and scenario forecasting to create a set of plausible and material
pathways that we anticipate we may migrate between. They are not mutually exclusive — we may need to follow a
number of these alternative pathways in the future.

How we’ve involved customers and how we have sought to ensure bills are affordable.

Although much of our investment is driven by legal or regulatory requirements, customers have also helped to
shape our LTDS. We have reflected customer insights in two main ways — firstly, through their input into the SDS
which underpins the long-term level of ambition in our LTDS (which in some areas goes above and beyond
regulatory requirements); and secondly, through the additional research undertaken for PR24 which has provided
further insight into more immediate priorities over the next 5-10 years, as well as the types of interventions that they
consider most important. This is set out in more detail in Chapter 5.3. We have also engaged our PR24 Customer
Challenge Group on the implications of our strategy.

Together, this means that our LTDS reflects customer views and priorities both about what we will be achieving,
and how we will get there.

In developing our LTDS, we have also been mindful of affordability (which is a separate SDS aim in itself). While
we need to make the investments necessary to achieve our 2050 ambition, we have sought to limit the impact on
bills over the longer-term in the following ways:

e As with all our planning, we have developed our enhancement cost estimates to be robust and efficient and they
have been subject to internal challenge and scrutiny (recognising there is inevitably more uncertainty about
longer-term projections, as discussed above).

¢ We have challenged ourselves as to where we can deliver stretching performance from base expenditure, such
that some aspects of our 2050 ambition will be delivered purely from efficiencies in the way that we carry out
existing activities (e.g. operational and process improvements). This means that all pathways only capture the
incremental enhancement investment that is genuinely unavoidable if we are to meet our 2050 ambition.

o We have profiled our investments in such a way as to smooth bill impacts over time (as far as possible). For
example, we have deferred some investment to improve our performance on supply interruptions to 2035 and
beyond, to achieve a smoother profile while still achieving the necessary performance improvement by 2050.

Figure 3 shows the average water and sewerage bill at the end of each price review period under our core pathway,
and under the relevant alternative pathways that form each scenario in our LTDS. The bill impacts present a worst-
case outcome for each scenario; in other words, we have taken the most pessimistic combination of alternative
pathways. On the other hand, if two or more of the adverse scenarios materialise (e.g. high climate change and
high demand), the bill impacts would be compounded.

The total average bill forecast in 2050 is £1,120 in the core pathway, with a smooth increase over time (albeit faster
over the first 10 years) rather than short sharp shocks and erratic movements. The average bill under alternative
pathways ranges between £1,161 (the reduced landbank availability scenario) and £1,248 (high abstraction
reduction).
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Figure 3 — Average bill forecasts under core and alternative pathways
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We note that the 2025-26 to 2029-30 bill impacts will vary from those proposed in our PR24 business plan; for this
chart we have followed the Ofwat guidance, whereas our business plan is based on more sophisticated financial
modelling and reflects our proposed bill profile over this period.

The LTDS as a starting point.

The underpinning philosophy of long-term adaptive planning is to understand delivery pathways, decision points
and triggers. As such, we should expect that our LTDS will naturally evolve over time.

We have already revised our LTDS once since it was originally developed and submitted in autumn 2023. This
revision takes accounts of changes in the external environment that have already occurred since then (and some of
our pathways and decision / trigger points have been amended accordingly). The investment profile under our core
pathway has also been amended to reflect changes made to our PR24 business plan. Although these amendments
have not fundamentally altered our strategy, which reflects that it is a long-term vision capturing uncertainties that in
some areas will persist for many years, they ensure that our LTDS remains as up to date as possible and aligns
with our 2025-2030 business plan.

Going forward, we intend to continuously monitor and regularly report on the LTDS, in particular on the likelihood
of moving from our core pathway to alternative pathways as we approach the first set of decision points, and we
obtain greater clarity about future states of the world. This will form part of our Annual Performance Review
reporting cycle, and ensure we stay live to how our business is developing against the set of scenarios set out in
this document. We will also report on our broader progress towards achieving our 2050 ambitions.

Our full monitoring and reporting strategy is set out in Section 3.6.

Furthermore, we also expect to undertake a wider review and update of the LTDS as part of the next price review.
This coincides with several of our decision points particularly in respect of water resources, so is a natural time to
undertake a wider review of the strategy.
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In this way, our LTDS will be a ‘living’ document, one that is embedded in our organisational planning processes
and central to future business plans and annual reporting. This document represents a starting point and
springboard for the future.

Board Assurance

Our Board fully supports our approach to long-term stewardship. It challenges the management team to set an
ambitious strategy across all aspects of the business and ensure that each individual element of delivery is aligned
with that strategy. The Board therefore supports the concept of LTDS as one very similar to the approach it already
takes, and it has been involved in shaping and refining its development from the outset.

Chapter 7 sets out an updated summary of our Board engagement, oversight and assurance process and activities,
along with our Board assurance statement. As this revised version of our LTDS is an updated version of the original
document that we published in October 2023, we have sought further assurance and engagement from our Board in
respect of the changes made.

A full summary of the key changes to this LTDS, compared to the version originally published in October 2023, is
detailed in Annex 1.
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1. Introduction

1.1. Context and background

Wessex Water is the regional water and sewerage company for a large part of the South West of England. We have
2.8 million customers and around 3,000 employees (and work with over 10,000 contractors). Our water and
sewerage network comprises more than 47,000km of water mains and sewers, and more than 3,000 treatment,
storage, and pumping sites.

Figure below shows the region we serve. Although we are one of the smallest water and sewerage companies
(WASCs), we have a region that covers large cities such as Bristol for sewerage services and Taunton, Poole and
Bath for water and wastewater, alongside many small rural communities serving just a small number of properties.
Our region contains 27% of the country’s chalk streams; 11.5% of the country’s sites of special scientific interest
(SSSls); areas of outstanding natural beauty (AONBSs) covering 30% of our region; and many areas of special
designation beyond this.

Figure 4 — The Wessex Water region
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We have a clear vision for where we want to be as a company in the future, and what we expect to achieve. This is
set out in our (SDS). Our overall mission is:

e To provide reliable, affordable services for all customers and communities
e To deliver a better environment for nature and people

e To be a great place to work for all.

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

We have a long history of delivering on this mission. This is reflected in our strong historical performance, where we
have consistently met or exceeded industry targets, as well as delivering industry-leading performance in areas
such as customer service, Compliance Risk Index and supply interruptions. Figure 5 below summarises our relative
performance in the most recent financial year across a range of industry measures.
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Figure 5 — Wessex Water comparative performance for 2023-24
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Our strong track record has helped us to cultivate a trusted relationship with customers and regulators. This has
allowed us to trial new and innovative methods of delivery, such as catchment permitting in the Bristol Avon in Asset
Management Period 7 (AMP7). This followed a series of catchment management projects which we were the first
company to introduce, firstly at our drinking water sites to safeguard our raw water sources, and more recently in
Poole Harbour on the wastewater side.

However, maintaining high standards of service provision — both customer and environmental — will not be without
its challenges. As customer, regulator, and government expectations and requirements increase, all amidst a cost-
of-living crisis, we as a company and an industry will need to work with all these parties as well as our wider
partners to deliver requirements in a more collaborative, outcomes-focused approach.

1.2. Developing the LTDS

Against this context, we have developed our first long-term delivery strategy (LTDS) to support our PR24 business
planning process. The LTDS sets our 5-year business plan in the context of a 25-year long-term delivery strategy,
setting out the long-term outcomes we intend to deliver; how we will deliver them in a range of plausible futures; and
how our PR24 business plan puts us on the right path to achieving these long-term outcomes.

In developing our strategy, we have:

o Reflected on the specific circumstances of our region. For instance, the abundance of chalk streams in
our region means that river health is a particularly important outcome for us, and places particular
importance on nutrient removal activities to ensure that our ambition in this area is met.

o Reflected on our current performance relative to our ambition. In some areas, we are well-placed to
achieve our ambition based on improving and refining existing base activities, whereas other areas require
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us to develop a more complex adaptive planning process, and to commit additional enhancement
expenditure in future, to ensure ambition is met.

e Drawn on existing planning frameworks including the Water Resources Management Plan (WRMP) and
Drainage and Wastewater Management Plan (DWMP). We also draw on our SDS, which (as explained
above) sets the basis for our long-term ambitions, and on customer and stakeholder engagement on their
future priorities.

o Reflected Ofwat’s final methodology guidance which sets out clear requirements for both the inputs to
companies’ LTDS, and what the strategy itself should cover.

This process is summarised in Figure 6 below (from Ofwat’s guidance).

Figure 6 — Key inputs and outputs of a long-term delivery strategy
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1.3. Contents and structure

The rest of this document sets out how we have developed our LTDS in accordance with the process described
above. It is structured as per Ofwat’s final methodology guidance:

o We firstly set out our long-term ambitions. This underpins where we want to be as a company by 2050.

e We then present our strategy for achieving this ambition, followed by the rationale and foundations
underpinning this strategy. Together, these sections demonstrate how we intend to get there.

e Our Board owns and is accountable for our long-term strategy. We have engaged our Board in the
development of our LTDS, and we have set out our assurance activities in this regard.

Additionally, we also explain how we have responded to Ofwat’s feedback on our emerging LTDS and our
original submission in October 2023, which has led to changes to some areas of our LTDS.

Table 1 below summarises the structure of our LTDS.
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Table 1 — Structure of our LTDS

Requirement Location
o Set out our ambition Section 2.3-2.4

Ambition — -
How our ambition has been developed Section 2.2
Test how company ambition can be met in different future scenarios, including the common reference scenarios. Section 3.3
Set out a clear narrative for how the company expects to achieve the ambition and vision. Chapter 3
Set out low regret enhancement expenditure required in the core pathway. Section 3.2

Strategy Set out the ‘higher regret” enhancements in the alternative pathways. Section 3.4, 3.5
Demonstrate alignment with WRMP and DWMP and ‘most likely’ approach is shown as alternative pathway (if not core Section 3.5.2
pathway). Section 3.5.3
Monitoring approach is in place (the metrics, frequency of reporting). Section 3.6
Scenario identification and development Section 4.1
How options are identified Section 4.1
Why the strategy is best value Section 4.1

. How sequencing has been considered Section 4.1

Rationale _— : : — _ :
Decision points are clear and trigger points identified. Section 3.5
Impact on bills set out for core and alternative pathways. Section 4.4
Impact on affordability and fairness between current and future customers, including evidence that customers consider the Section 4.4
forecast bill impacts of the strategy to be acceptable
Clearly set out the assumptions underpinning the strategy Section 5.1
Set out the areas with the greatest uncertainty Section 5.1

Foundations The improvements in performance that are expected from base expenditure. Section 5.2
How customers have been engaged with to inform the design of the long-term strategies Section 5.3
How customers and stakeholders have been engaged and their priorities taken into account when developing core pathway.

Ofwat feedback Address the Ofwat company specific and industry-wide feedback. Chapter 6

Board Assurance The company Board should provide an assurance statement that meets the criteria set out in Ofwat's final guidance. Chapter 7
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2. Ambition

2.1. Introduction

The starting point for an LTDS is a clear articulation of what the company would like to achieve over the next 25
years. As set out in the Executive Summary, our sirategic direction statement (SDS) presents our vision and
ambition though to 2050, and is already at the heart of Wessex’s business-wide strategy. We have therefore used
our SDS as the basis for our LTDS ambition.

In the rest of this chapter, we briefly summarise our SDS. We then explain how we have translated our SDS
ambition into a set of long-term outcomes that underpin our LTDS.

2.2. Strategic Direction Statement

Our SDS sets out exactly how we intend to stretch ourselves over the coming 25 years. It was last revised in 2021,
following extensive consultation involving over 1,700 customers and stakeholders plus the Wessex Water Services
Limited Board. It identifies eight outcomes that we are committed to delivering by 2050, along with a specific aim for
each of them. These are summarised in Figure 7 below.

Figure 7 — The eight outcomes of Wessex Water by 2050
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e

These outcomes correspond to the top half of our overall SDS summary in Figure 1. They were co-created with
customers and stakeholders, based on extensive research undertaken during the development of the SDS. As
such, these outcomes reflect our customers’ and stakeholders’ priorities for the long-term direction and ambition of
our company. Furthermore, in considering how to achieve the outcomes, and in particular the timing of investments
required to do so, we have taken account of more recent customer research conducted as part of the PR24
business plan process. This is discussed in more detail in Section 5.3.
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On top of this, our SDS also commits to:

e Continuing to lead the water industry on the delivery of core services for customers, communities, and the
environment, despite the steeply rising challenges involved in doing so.

e Raising the bar on what is considered leading performance, looking outside of the water industry for
benchmarks and committing to even higher levels of service.

e Playing our part in addressing wider societal and environmental challenges, which will take us into a new
realm of environmental stewardship and leadership.

2.3. Long-term outcomes

These eight SDS outcome areas set out above can be mapped to Ofwat’'s common performance commitments that
it sets at each price review. For instance, our outcome of achieving sustainable abstraction will in practice be
delivered in part through achieving sufficient reductions in per capita water consumption (PCC), business demand
and leakage. As such, we can develop a set of targets for these performance commitments that supports our SDS
ambition. This helps to provides a clear set of metrics that we can use to identify the required investments that we
will build our LTDS around.

We have therefore developed a set of 2050 performance targets that encompass our ambition for this LTDS. These
are set out in Table 2 below — with the full profiles presented at the end of this chapter.

e In some cases, this mapping exercise is straightforward because the SDS outcome area is explicitly supported
by a specific aim which is already covered by a performance commitment (e.g. halving sewer flooding).

e In other areas, this has been informed by statutory and regulatory targets. For instance, the Government has
set out a series of targets for leakage and PCC that it considers necessary to achieve sustainable abstraction,
and which we have already taken account of in our WRMP planning activities. This can be used to set 2050
performance commitment targets for our LTDS.

e Furthermore, because these performance commitments are set to deliver our SDS ambition, which has been
informed by and co-created with stakeholders and customers, these targets and delivery trajectories themselves
reflect customers’ priorities.

We note that there are no specific performance commitments associated with two SDS outcome areas: affordable
bills and great customer experience’. As such, Table 2 covers the remaining six outcome areas. We have
considered the impact of our LTDS on customer bills in Chapter 4, as affordability is a vital part of the LTDS. We
have also set out in Chapter 3 our long-term ambition in respect of customer experience — principally to maintain
our top position on the water industry measures of customer experience — and our strategy for achieving this.

1 Customer experience is measured by the C-Mex score, but Ofwat’s final methodology guidance states that the LTDS
should include all PR24 common performance commitments, except those based on compliance (such as compliance risk
index) or relative performance (such as C-Mex).
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SDS outcome
area

Table 2 — 2050 performance commitment targets

SDS aim(s)

Relevant performance
commitment

Target in 2050

Safe and
reliable water

Zero supply
interruptions
of longer than
3 hours

100% quality

Water supply interruptions

Zero interruptions over 3 hours

Customer contacts about
water quality

0.72 per 1,000 population

Unplanned outage

5.02%

compliance
Mains repairs 159 per 1,000km of mains
Internal sewer flooding 0.66 incidents per 10,000 connections
_ Halve the External sewer flooding 8.25 incidents per 10,000 connections
Effective .
impact of
sewerage sewer )
system flooding. Storm overflows Average of fewer than 10 spills per
overflow on average
Sewer collapses 9.78 per 1,000km of sewers
Leakage 50% reduction on 2017/18 baseline,
9 equivalent to 38.3 Ml/d
100%
. compliance
Sustama_ble with Per capita consumption 110 I/h/day
abstraction .
abstraction
licences

Business demand

15% reduction on 2019/20 baseline,
(equivalent to 69.3 Ml/d)

Zero pollution Total pollution incidents 0
incidents
Serious pollution incidents 0
Great river and
coastal water
Restore the . .
quality quality of our Bathing water quality 83.2%
rivers and
(\;\?;Setrzl River water 81.3% reduction in phosphorus
quality (phosphorus) removed
) .
It)nc:jgase(_jt Double our Biodiversity 2.21 BUs per 100k'm of land in the
iodiversity contribution to company's area
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the region’s
biodiversity
Operational Opgra_tlonal greenhouse gas 0 tonnes
net zero by emissions (water)
2030
Net zero carbon
Net zero .
. Operational greenhouse gas
business by N 0 tonnes
2040 emissions (wastewater)

We provide further commentary below on how we have derived these performance commitment targets. We note
there are two sub-strategy areas (effective sewerage and net zero carbon) where our LTDS targets reflect specific
aspects of our SDS aims, rather than the full suite of objectives. There is also one area (biodiversity) where our
LTDS ambition goes above and beyond the SDS. The reasons for this are explained in more detail below (and in
Section 4.3).

Safe and reliable water supply

The key performance commitment target underpinning reliable water is supply interruptions. Our 2050 performance
commitment target directly reflects our SDS ambition to achieve zero interruptions of longer than 3 hours.

We intend to maintain forecast end-of-AMP8 performance for unplanned outage, which we consider is consistent
with our SDS ambition for safe and reliable water. This is because we can tolerate this level of unplanned outage
while still ensuring a reliable supply of water (due to our network configuration).

We intend to achieve a reduction in customer contacts of more than 25% from today’s levels to 2050, which will be
achieved by maintaining and improving our overall performance in respect of supplying safe and reliable water to
our customers.

Finally, our performance commitment target for mains repairs is based on maintaining and improving the asset
health of our below-ground water mains network, which is key to achieving this SDS aim. We forecast an increase
in mains repairs from today’s levels, to achieve leakage reduction (discussed below) and the reduction in customer
contacts about water quality. We forecast this will stabilise at the end of the 25-year period at around 159 per
1,000kms.

Effective sewerage system
Our sewer flooding targets directly reflect our SDS aim to halve the impact of sewer flooding by 2050.

Our 2050 target for reducing storm overflow discharges is based on the Government’s

. This aims to improve storm overflow performances to an average of ten spills per year or
fewer, so that storm overflows do not cause adverse ecological harm. Accordingly, our 2050 target is to achieve no
more than 8.9 spills on average per overflow. This assumes that all storm overflows will be improved to less than 10
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discharges per year, and, where impacting a sensitive environment, a lower threshold will be met2. This will address
the major harm arising from the operation of storm overflows.

We note that our SDS sets out our ambition to eliminate the discharge of untreated sewage from storm overflows.
Our more recent research, conducted in the development of our PR24 business plan, shows strong customer
support for investment in reducing storm overflows, but also that affordability has been flagged as a major concern.
Given the significant cost of eliminating discharges from all storm overflows, particularly in light of the specific
challenges we face in our region to improve overflows (see Section 2.5 below), we have not explicitly developed our
LTDS around this SDS aim. The government’s own showed that the cost of eliminating storm overflows
exceeded the benefits and did not align with their aspiration to reduce carbon emissions. This research informed the
level of ambition set out in the SODRP, which our LTDS aligns with.

Our long-term performance commitment target for sewer collapses has a rising trajectory. This is because we have
a large asset stock which we forecast will continue to deteriorate based on forecast levels of base maintenance
expenditure, and even if we matched replacement investment rates to the rate of deterioration it would still take
decades of investment to slow down the rising trajectory. However, taken in the round, we consider a gradual rise in
incidences of collapses can be managed and will not prevent us achieving our aim of an effective sewerage system.

Sustainable abstraction

Our performance commitment targets directly reflect the main government targets from the 2023 Environmental
Improvement Plan and Defra’s Plan for Water. These support Defra’s water demand target set under the
Environment Act 2021 to reduce the use of public water supply in England per head of population (DI) by 20% from
2019-20 levels by 2037-38, the ultimate aim of which is to secure sustainable abstraction.

These targets are discussed in more detail in our PR24 business plan document
and our WRMP. Achieving these regulatory targets will meet our SDS ambition in this area in
respect of compliance with abstraction licences.

Great coastal and river quality

Our performance commitment targets for pollution incidents directly reflect our SDS ambition to eliminate pollutions
from our network.

Our performance commitment targets for bathing water quality and river water quality are the result of modelling
work undertaken to understand the phosphorous load removals that would be required to restore the quality of our
rivers and coastal waters and mitigate our impact on these water bodies, as well as meeting regulatory
requirements in this area. We consider that achieving the improvements set out in Table 2 will allow us to achieve
our SDS ambition in this area.

Increased biodiversity

Our SDS ambition is to double our contribution to the region’s biodiversity by 2050. This is equivalent to the creation
of an additional 2,000 biodiversity units (or BUs) at target condition®, baselined against AMP7 delivery. Our

2 This also includes an adjustment for monitoring downtime, in line with the performance commitment definition. Our event
duration monitoring is available for 98% of the time, so we have added 2 to the reported average discharge count.

3 ‘Target condition’ refers to the predicted biological condition of a given habitat after sufficient time (‘time to target
condition’) has elapsed to achieve this condition. ‘Time to target condition’ is prescribed by the Statutory Biodiversity
Metric and varies depending on habitat type, starting condition and target condition.
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(BAP), published since our SDS, builds on this and sets out a plan to improve or create
habitat on our landholding which will achieve a minimum of 5,000 biodiversity units by 2050.

To achieve this, we are forecasting that we will create an additional 383 ‘as seen’ BUs by 2050 (ultimately achieving
549BU at target condition) on our nominated land. This ‘as seen’ increase is equivalent to 2.21 BU per 100km? of
company area by 2050 — reflecting Ofwat’s performance commitment definition for biodiversity*. This is based on
modelling of the available increase in BUs of the habitats on nominated land.

In addition, we are also planning significant work to improve biodiversity on our wider (non-nominated) landholding
and on third-party land. This approach avoids the inefficiency that would arise from delivering a performance
commitment over many small and geographically dispersed sites. This will lead to the creation of further BUs not
captured by a performance commitment target, but which contribute to our broader biodiversity aims.

Taken together, we currently forecast that our biodiversity initiatives on our nominated and non-nominated will lead
to a more than doubling of BUs (at target condition) by 2050, and will therefore deliver on our overall SDS aim as
well as supporting our enhanced ambition as set out in our BAP.

Net zero carbon

Our SDS ambition is to achieve net zero operational carbon emissions by 2030. As explained in our business plan
document , we intend to achieve this in AMP8 through a reduction in emissions
complemented by offsetting the residual emissions forecast in 2030 (which is likely to be unavoidable even with full
pursuit of the options available to us).

Our long-term performance commitment targets for operational water and wastewater GHG directly reflect the UK
government's 2050 net zero target, as well as the interim targets for 2035 of a 78% cut in UK emissions by 2035°.
Consistent with Ofwat’s guidance, we have used these government targets to develop our longer-term strategy to
further reduce operational GHG emissions beyond 2030. As set out in Table 2, we are forecasting to achieve 0
operational tonnes for water and wastewater by 2050, though this assumes retention of biomethane certificates that
are currently sold. Without using this netting-off approach, we estimate there would be some residual wastewater
process emissions of around 12,348 tonnes by 2050. We have presented our performance commitment trajectory in
Table 3 excluding the retention of biomethane certificates.

Our SDS also sets out an aim to achieve net zero total carbon emissions by 2040 at the latest. This includes our
operational emissions plus emissions linked to construction materials and consumables (including those related to
our supply chain emissions). While we remain committed to this corporate ambition, our LTDS focuses on how we
will achieve and exceed our aims in respect of operational emissions specifically, as there is greater certainty over
the activities needed to achieve this, and the impacts of different scenarios on doing so. We expect to expand our
sub-strategy and update our LTDS accordingly as our plans for fully decarbonising embodied carbon develop, and
as the decarbonisation trajectories of key supply chain sectors become clearer. This could align with the
implementation of a specific performance commitment for embodied carbon as part of the next price review.

4 For further information on the biodiversity performance commitment definition, please see Section 1.6 of

5 See page 59 of Ofwat’s guidance and page 5 of Ofwat’s . We have interpreted the
interim target as reducing our own emissions by 78% from 1990 levels.
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