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Structure of this climate change adaptation report

While this report is primarily aimed at Defra for the fourth round of reporting under the Adaptation
Reporting Power (ARP4), we recognise that many people will have an interest in it. This includes our
customers and other stakeholders, our people and our investors. So, we have structured this report in
a way that is easy to navigate and that will be meaningful to all readers.
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Joint Chair/Director Foreword

As the provider of an essential public service for more than 170 years, we recognise the significant impact a changing
climate will have on our ability to deliver clean drinking water supplies to customers in our Cambridge and South Staffs
regions.

At the same time, we recognise the important role the England and Wales water sector has to play in protecting and
enhancing the natural environment and helping the UK Government to meet its net zero ambitions — all while keeping
customers’ bills affordable and providing help and support to those who need it most.

We’ve got a long-term vision for our business, which focuses on securing the water future for our customers, our
communities and the environment we all rely on and enjoy. This includes tackling the dual challenges of climate change
and population growth.

Key to this is the need for us to clearly identify the current and future risks associated with these challenges and to put in
place the appropriate mitigations and adaptations.

This document describes how we’ll ensure future water supplies for customers across both regions. We also set out how
we'll continue to deliver reliable supplies of clean drinking water, maintain resilient assets, minimise the impact of our
activities on the environment and effectively manage the risks associated with our business-a-usual activities.

It also demonstrates our ambition to lead in adapting to climate change and to share our knowledge with others within
and outside the water sector. And it demonstrates our support for the UK Government in its climate assessments.

Going forward, we’ll continue to integrate climate risks into our strategic planning and business-as-usual activities. This
includes using the latest climate data to inform our risk assessment process and learning from the climate events that are
already happening — such as drought and flooding. It also includes investing in tools to model future climate scenarios
that will help us to develop our knowledge and understanding even further.

Lord Chris Smith Caroline Cooper
Chair Strategy and Regulation Director
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Executive Summary

Over the past 170 years, South Staffordshire Water PLC has provided high-quality water supplies to
customers in our Cambridge and South Staffs regions. As a responsible, customer-focused and
regulated business, we have to maintain a balance between making sure we play our part in delivering
climate change resilience and restoring and enhancing the environment — all while keeping our bills
affordable to customers.

For our long-term vision to 2050, we have developed five ambition statements to address this challenge holistically.
Captured within these statements is our ambition as a business to lead in adapting to climate change and run a safe,
efficient and sustainable business, with a highly skilled workforce.

We know that climate change will affect both our capacity and our capability for service delivery and the environment
that we strive to protect and enhance. This climate adaptation report will detail the extent of current and future climate
change impacts and outline measures being implemented in the short and long term to adapt to these impacts, as
reflected in our business plans and strategies. We will voluntarily submit the report to the Department for Environment,
Food and Rural Affairs (Defra) in the 4th round of reporting under the Adaptation Reporting Power (ARP). The Climate
Change Act 2008 encompasses the ARP and provides for infrastructure operators and public bodies to report on how they
are addressing climate change impacts now and in the future.

Our customers and stakeholders

We have engaged customers to understand their views on our long-term ambitions for climate change adaptation. Our
research tells us they prioritise investing in climate resilience now to mitigate future risks, despite recent shifts in
priorities because of events like the COVID-19 pandemic. There is also a consistent preference for even bill profiles up to
2050, and our customers prioritise timely investments.

As a business, we emphasise partnership and collaboration to tackle climate change challenges. This includes
participating in industry working groups. It also includes engaging with stakeholders such as regional water groups,
communities, and various organisations, to co-create solutions and seek third-party funding to reduce the burden on
customers through the bills they pay.

Integrating climate risks into our decision making

To assess climate risks on our operations and stress-test our long-term plans we have used the climate scenarios from
Ofwat, informed by the UK Climate Projections (UKCP18) These scenarios range from a low climate scenario (RCP2.5) with
significant global reductions in greenhouse gas (GHG) emissions, to a high climate scenario (RCP8.5) with no reductions.

Under the high climate scenario by the end of the century both regions are projected to experience the following.

e Hotter, drier summers: maximum summer temperatures could reach 42.8°C in our Cambridge region and 40.8°C in
our South Staffs region, with summers being up to 60% drier.

e Wetter, warmer winters: maximum winter temperatures could reach 20.5°C in our Cambridge region and 20.1°Cin
our South Staffs region, with winters being up to 30% wetter.

e More frequent and intense weather extremes: rainfall intensity could increase by up to 20% in summer and 25% in
winter.

Our in-depth climate risk assessment, conducted by a dedicated working group, determined the priority climate risks set
out below. These have been cross referenced back to the UK Third Climate Change Risk Assessment (CCRA3) water sector
risks throughout the report.

We fed the priority risks back into our corporate risk register to ensure climate risk management is part of our strategic,
tactical, and operational decision-making processes. We scored risks based on impact and probability, with a


https://southstaffordshireplc-my.sharepoint.com/personal/ashleighking_south-staffs-water_co_uk/Documents/Climate%20change%20report%20shared%20docs/ssc02-south-staffordshire-water-looking-to-the-future-our-long-term-delivery-strategy-to-2050.pdf%20(south-staffs-water.co.uk)
https://www.ofwat.gov.uk/wp-content/uploads/2021/11/PR24-and-beyond-Long-term-delivery-strategies-and-common-reference-scenarios.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2021/11/PR24-and-beyond-Long-term-delivery-strategies-and-common-reference-scenarios.pdf
https://www.metoffice.gov.uk/binaries/content/assets/metofficegovuk/pdf/research/ukcp/ukcp18-overview-slidepack-march21.pdf
https://www.ukclimaterisk.org/wp-content/uploads/2021/06/CCRA3-Briefing-Water.pdf
https://www.ukclimaterisk.org/wp-content/uploads/2021/06/CCRA3-Briefing-Water.pdf
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predominantly cautious risk appetite set by the Board. The Audit and Risk Committee reviews our significant risks, which
are disclosed in our annual report and financial statements. Assurance measures include benchmarking against best
practices and guidelines, monitoring emerging risks through global data, and implementing effective risk-based assurance
arrangements through the independent Group Risk Control and Audit function.

Our key climate change risks
Securing future water supplies

Both our Cambridge Water and South Staffs Water supply areas are now classified as areas of serious water stress by the
Environment Agency. Our demand forecasts show that both regions are facing water scarcity in the long term because of
increasing water consumption, particularly during prolonged periods of dry weather, combined with the need to reduce
groundwater abstraction rates. So, we must focus on ensuring long term water supply sustainability for both regions in
the face climate change and population growth.

Our Water Resources Management Plans for both regions, published every five years, outline our strategies for supply
and demand management. Adaptations to climate change include short-term measures such as abstraction reductions by
2030 and water efficiency campaigns, as well as long-term targets including a 50% reduction in leakage by 2050.

In our South Staffs region, demand management measures are projected to be sufficient to ensure a secure water supply
to the public while also protecting the environment. But in our Cambridge region, we are implementing supply options
like the Fens reservoir to ensure a long-term, sustainable water supply for the region.

Additionally, we consult on and publish separate drought plans for our Cambridge and South Staffs regions every five
years. These operational documents set out our plans for managing water supplies in the event of a lengthy period of dry
weather and a lack of rainfall. Our drought resilience efforts aim to withstand 1-in-500-year droughts. We are already
meeting these enhanced resilience levels in our South Staffs region and future supply sources for Cambridge will secure
the same for this region.

Delivering a resilient supply of good quality water

Ensuring we always have high-quality drinking water for our customers is our top priority. An assessment of climate
change impacts to drinking water quality conducted for our long-term delivery strategy highlighted several future risks.
This included more frequent, intense rainfall leading to increased pollutant run-off and increased temperatures causing
algae blooms in our surface waters.

As a result, we developed an adaptive planning pathway, with investments into our treatment processes and raw water
storage by 2050 identified as solutions. Additionally, we have a proposed programme of enhancements to our service
reservoirs starting in 2030 to address water quality challenges arising from increased temperatures at these assets.

Our ongoing catchment management programme aims to improve raw water quality at source across a wide scale.
Working with local landowners and farmers through a grant and advice-based programme, we have delivered many
benefits, including under sowing of crops to reduce pollutant run-off. In the long term, we will be expanding the range of
pollutants we tackle and reviewing the appropriateness of an increased land holding strategy.

Maintaining asset reliability and resilience

Increased likelihood of severe weather events, subsidence, flooding and extreme temperatures in the future will
accelerate the deterioration of our infrastructure — that is, our treatment works, pipes, and pumping stations — and cause
supply disruptions. Our asset management plan stretching to 2050 will deliver long-term adaptive measures required for
our infrastructure to achieve our operational ambitions in the face of climate change.

We are focused on continuous investment into the resilience of our assets, and our new resilience modelling capabilities
incorporate future climate predictions and deterioration forecasts to help us identify long-term investment needs.


https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fassets.publishing.service.gov.uk%2Fmedia%2F60dd7f328fa8f50ab1d0128a%2FWater_stressed_areas___final_classification_2021.odt&wdOrigin=BROWSELINK
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From 2025 to 2030, we have proposed investment to address single points of failure, continue mains renewal and
mitigate risks associated with water supply interruptions. In the longer term, we will be investing in the operational
resilience of our production assets, including our two major water treatment works as well as our groundwater source
stations and boosters. This includes continuation of our power resilience programme, new interconnecting mains and
additional drinking water storage by 2050. Our productions sites with high flood risk have been identified and flood
resilience measures installed. These include flood defence barriers, multiple access points and flood alarms. However,
further work is required improve our understanding of future flood risks.

Minimising the impact of our activities on the environment

Alongside securing water supplies, we also prioritise protecting and enhancing the environment — working with partners
to ensure sustainable water supplies and flourishing local habitats that are resilient to climate change impacts. Over the
next 25 years, we will need to reduce the volume of water we abstract from our existing groundwater sources to protect
rivers from extreme low flows during hot, dry summers. Increased temperatures will also drive changes in habitat
composition and the spread of invasive non-native species.

We have worked collaboratively within our regional water resource groups to plan water abstraction reductions across
both regions by 2030 to prevent future deterioration of waterbodies. From 2025, we will also carry out investigations to
determine further reductions required to meet the Environment Agency’s defined ‘environmental destination” beyond
2030.

Every five years, we develop our Water Industry National Environment Programme (WINEP), which aims to enhance
biodiversity, remove invasive species, and protect key habitats. Under WINEP, from 2025 to 2030, we will be
implementing site specific-habitat management plans and nature-based solutions within our catchments to enhance
climate resilience of river habitats. In our Cambridge region, this includes restoration of internationally rare chalk streams
to protect and enhance brown trout habitats.

To help limit the dangerous impacts of global warming on people and the environment, we are committed to reducing
our carbon emissions from our operations into the atmosphere by 2050. This includes reducing both operational
emissions and those embedded in our supply chain. Our current focus is on reducing scope 1 and 2 GHG emissions, with
initiatives such as converting generators to biofuels and installing energy-efficient pumps and lighting. Looking ahead, we
will continue to drive our net zero ambitions through a combination of activities, including demand reduction, efficiency
measures, and customer and stakeholder engagement.

Managing interdependent risks

Increased variability and intensity of weather events, including heatwaves and flooding, will place additional stress on
critical infrastructure such as energy and transport. This can further exacerbate the challenge of maintaining water
services. We have adopted holistic approaches, such as ‘systems thinking” workshops, to develop and enhance our ability
to elicit interdependent risks from the bottom up.

We are improving our preparedness for cascading failures in infrastructure through the continuation of our power
resilience programmes, renewable energy exploration, and technology investments. We recognise that disruption to
water supplies can also negatively impact the communities we serve. Our established emergency preparedness teams can
respond to supply outages at varying scales, providing targeted assistance to our most vulnerable customers.

In our supply chain we are moving away from ‘just in time’ delivery and adopting a more resilient ‘procure and secure’
approach. In the short term, this includes maintaining built-in contingencies such bulk storage of materials and
generators for use in the event of power cuts. In the long term, we intend to reduce our reliance on the chemicals we use
in our treatment processes. We are also seeking opportunities to collaborate with our supply chain partners to reinforce
productive relationships.

Conclusion

At South Staffordshire Water PLC we will continue to actively integrate climate change risk into our governance processes
and business planning. We listen to the views of our stakeholders to develop holistic adaptation plans that capture
interdependent risks.
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Our climate risk assessments are routinely reviewed, and we will take lessons from climate events such as drought and
flooding that we are already experiencing. Recent investment into new modelling tools is allowing us to better prepare
for future climate scenarios and we will continue to improve our understanding of how these changes will impact our
operations long term.

Ongoing water supply and demand management, asset renewal and outage contingencies are maintaining our climate
resilience in the short term. However, key actions including upgrades to our water treatment and storage, reducing water
abstractions and investing in supply sources will be required if we are to meet our climate adaptation and operational
ambitions long term.

Building resilience to a changing climate, and our ability to adapt quickly and flexibly to emerging challenges, are key
considerations for all our business strategies and plans. So, our climate change adaptation report has strong links to a
number of other plans, including our long-term delivery strategy and our Water Resources Management Plans. Links to
these reports can be found toward the end of this report in the ‘further information’ chapter.
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Part 1: Setting the context for this report

We know that climate change will affect both our capacity and our capability for service delivery and
the environment that we strive to protect and enhance. This climate adaptation report outlines our
understanding of the current and future impacts of climate change on our Cambridge and South Staffs
regions. It also details our existing and proposed climate change adaptation measures, which are
reflected in our business plans and strategies.

Introduction

We are voluntarily submitting this report to Defra in the fourth round of reporting under the Adaptation Reporting Power
(ARP4). Along with other water company reports, it will be used to inform the UK Government’s understanding of climate
change risks in the water sector.

Similar reports across a range of sectors contribute to the five yearly UK-wide assessment of risks and opportunities
arising from climate change known as the UK Climate Change Risk Assessment (CCRA). Risks identified in the CCRA are
addressed in the Government’s National Adaptation Programme (NAP), which aims to deliver resilience to climate change
on the ground. Outputs from both the third Climate Change Risk Assessment (CCRA3) published in 2021 and the third
National Adaptation Programme (NAP3) published in 2023 have been used to shape our climate change adaptation
report.

Current and future challenges

In 2021, the Environment Agency reviewed water availability in the UK and doubled the number of areas categorised as
‘seriously water stressed’ to 14. This included the Cambridge Water and South Staffs Water areas of supply. In 2022, hot
weather and high-water demand put unusual stress on the water resources of England. This impact was keenly felt in
both our water supply regions, and we saw very high demand putting further pressure on our water resources.

Growth in population and properties across both regions is exacerbating water resource pressures, as is customer
demand for water, which increased during the COVID-19 pandemic, and in the South Staffs Water region is still higher
than pre-pandemic levels.

Our Cambridge region in particular is one of the driest and fastest growing regions in the UK, and significant future
housing growth is planned in the coming years. We acknowledge that not all our existing abstractions are sustainable
over the long term and may already impact river flows. Many rivers across the Cambridge region are internationally rare
chalk streams with unigue habitats which have been modified by human activities, increasing their sensitivity to events
such as drought.

In recent years, we have also seen an increase in severe weather and flooding at our production sites because of intense
rainfall events. In 2023, there were eight named storms across the UK from August to December and overall, it was a
wetter than average year. This has put pressure on our water treatment processes because of increased pollutant run-off
from surrounding land in our catchments. In November 2023, one site in our Cambridge region had to be temporarily
taken out of supply while we resolved water quality issues associated with localised flooding.
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the need to plan for reductions to the amount of water we take (or ‘abstract’)
from our current underground water sources (known as‘aquifers’);

L

Climate Data

We have used the CCRA3 and Ofwat climate change scenarios to develop our understanding of climate change risks. The
Ofwat scenarios are based on the Representative Concentration Pathways (RCPs) used by the Met Office latest UK
Climate Projections (UKCP18). These projections provide the most up-to-date assessment of how the climate in the UK
may change in the future.

The low climate scenario reflects the UKCP18 projections for RCP2.5, in which significant reductions in GHG emissions are
made globally, mitigating temperature increases to between 0.3 degrees and 1.7 degrees by 2081 to 2100.

The high climate scenario reflects the UKCP18 projections for RCP8.5, in which there is no reduction of GHG emissions. It
is essentially a ‘worst case scenario’, under which we have stress tested our long-term plans.

Under the high climate scenario, by the end of the century we are projected to experience:
Hotter, drier summers

« Cambridge — Maximum summer temperatures up to 42.8c

« South Staffs — Max summer temperatures up to 40.8c

« Summers are up to 60% drier depending on the region

Warmer, wetter winters

« Cambridge — Max winter temperatures up to 20.5¢
« South Staffs — Max winter temperatures up to 20.1c

« Winters are up to 30% wetter depending on the region
More frequent and intense weather extremes

« Intensity of rainfall increases by up to 20% in summer and 25% in winter.

+ Increased storm intensity due to combination of increased wind speeds,
increased rainfall, and lightning during these events.

10
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Our commitment to climate change adaptation

As a responsible, customer-focused and regulated business, we have to maintain a balance between making sure we play
our part in delivering climate change resilience, restoring and enhancing the environment and keeping our bills affordable

to customers.

For our long-term vision to 2050, we have developed the following ambition statements to address these challenges
holistically, which our people and the Board have helped to shape.

Our service

We will use cutting edge technology and ensure the infrastructure is in place so that customers
always receive resilient, high-quality water supplies.

Our customers

We will innovate to exceed customers’ expectations of our service, end water poverty and make
sure help is always available.

Our communities

We will use partnerships and education to lift our communities, creating space and
opportunities to help people work and thrive.

Our business

We will lead in adapting to climate change and will run a safe, efficient and sustainable business,
with a highly-skilled waorkforce.

To continue embedding climate change adaptation and mitigation within our short- and long-term business strategy, we

are committed to:

events.

encouraging sustainable practices within our business and across our supply chain;

fostering a strong culture of innovation;

making sure our people have the skills needed to deliver our long-term ambitions;

collaborating with stakeholders to generate positive impacts and share knowledge;

using renewable energy;

and making sure our network of treatment works, pipes and pumping stations are resilient to extreme weather

11
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Climate change considerations in our long-term adaptive planning

Core and alternative investment pathways to 2050
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We recognise the importance of linking our short-term business plans with the long-term challenges we will face in the
future, which includes climate change. So, we have stress tested the impacts of climate change on the core pathway of
our long-term delivery strategy to ensure our investment strategy contains the necessary activities to deliver our long-
term targets and ambitions efficiently under a range of plausible scenarios.

Many of the new approaches, tools, and models we developed during our most recent business planning period serve
both our short-term from 2025 to 2030, and our long-term delivery strategy, which looks ahead to 2050. In many cases,
the same tools, techniques, systems, models and approaches have been applied with a longer time horizon selected.

For example, our new model for predicting bursts spans the full horizon of the long-term delivery strategy, builds in new
variables driven by the Ofwat common reference scenarios (notably climate change in this case), and determines our five-
year infrastructure renewals expenditure linked to the desired performance commitments for that time frame. While
there are areas we can still improve; we are pleased with the coverage of models and data-driven approaches to decision-
making across all horizons.

To ensure our core pathway is robust and able to meet all plausible scenarios, we tested our strategy against Ofwat’s
common reference scenarios to see where the pathway may need to adapt (which may include feasibility studies or
enabling works) and where an alternative investment pathway is triggered under a certain scenario.

We identified certain decision and trigger points where additional investment was required under two scenarios — the
high climate change scenario and the low technology scenario. The high climate change scenario triggered the need for
additional investment into water quality and operational resilience from 2035. We discuss this in more detail in the ‘Key
climate change risks’ chapter. The low technology scenario triggers a need for additional investment into demand
management from 2030.

Our long-term adaptive plans undoubtedly carry high levels of uncertainty. So, they require continuous monitoring to
ensure the key activities and their relationships that inform the triggers and/or decision points for investment are clearly

identified and tracked against proposed metric(s) where possible or key activities. This way, we can make timely and cost-

12
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efficient decisions as we refresh and adapt our plan. In appendix B, we summarise the existing controls for our key
climate-related risks and our proposed adaptation measures up to 2050, as reflected in our long-term delivery strategy.

Our approach to managing risk and uncertainty

Our risk management framework aims help us to integrate risk management as part of the culture across our business
and our daily activities. We ensure risk management is part of our strategic, tactical and operational decision-making. This
means that whenever there are risks that could significantly affect company objectives, the necessary resources are made
available to mitigate those risks.

Our climate change working group, led by our Environment and Energy departments, have carried out an in-depth
climate change risk assessment. This has informed our corporate risk register and is reviewed quarterly. To identify and
assess relevant climate risks, the working group were guided by the Climate Change Risk Assessment 2021 (CCRA3,
specifically the water sector briefing, as well as the Ofwat common reference scenarios for climate change. We also
assessed our level of risk understanding and identified areas for improvement as our risk assessment framework matures.
The risks, detailed in appendix A, were assessed using our corporate risk scoring method to ensure alignment with our
risk register.

The assessment process highlighted the following five key risk themes that are explored in further detail in this report and
cross-referenced back to the CCRA3 risks*.

e Securing future water supplies.

e Delivering a resilient supply of good quality water.

e Maintaining asset reliability and resilience.

e Managing interdependent risks.

e Minimising the impact of our activities on the environment.

*Note: Risks from the CCRA3 Environment sector have also been included in the climate change risk assessment, as it was determined our
environmental obligations increasingly form a core part of our business operations and statutory responsibilities, and therefore require
consideration.

Risk scoring process

For each identified risk, we determine a risk appetite. This reflects the amount and type of risk we are willing to seek,
accept or tolerate in pursuit of our strategic and business objectives. The Board is responsible for setting our approved
risk appetite. At the time of writing, this is predominantly set at ‘cautious’ for both water and climate change related
risks.

We assess risks are against two factors: the impact on the business; and probability or likelihood of the risk occurring. For
impact scoring, we evaluate impacts across ten different aspects, including environment, water quality and health and
safety.

The overall rating of each risk is determined by taking the product of the impact and probability scores (impact x
probability) and weighting this for impact. This compound score enables us to focus on the most important risks. Priority
and greater management time is given to implementing controls over these risks, rather than focusing on those risks
which are of less significance, but which may be more easily controlled.

13


https://www.ukclimaterisk.org/wp-content/uploads/2021/06/Technical-Report-The-Third-Climate-Change-Risk-Assessment.pdf
https://www.ukclimaterisk.org/wp-content/uploads/2021/06/CCRA3-Briefing-Water.pdf

South Staffordshire Water PLC Climate Change Adaptation Report 2024

Risks are given pre-control and post-control risk scores, as well as action plans to bring the risk in line with the target

appetite. Action plans for significant risks are disclosed to the Audit and Risk Committee for review and are included in

our annual reports and financial statements.

Impact
Probability/likelihood 5
Very high

4
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O
3
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]l
2 sedom 014%  Neteenwre 2
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1

2
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Catastrophic risk - requires immediate action

Critical risk - requires immediate action
Maijor risk - requires prompt action

Moderate risk - requires action

3 4 5
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Probability/likelihood

Insignificant risk - acceptable - no action required

Assurance

We benchmark our corporate risk management maturity against good practices and guidelines, as well as reviewing
emerging risks through the Global Economic Forum global risks perception data. We also ensure effective risk-based
assurance arrangements are in place through the independent Group Risk Control and Audit function, which allows us to
monitor the effectiveness of our risk management processes on a routine basis through a control framework.
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Taking the views of customers and stakeholders into account

Improving our approach for Ofwat’s PR24 price review process
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Providing a vital public service gives us the opportunity to interact with tens of thousands of customers and other
stakeholders every year. To achieve our vision and to deliver wider public value, it is important that we engage to
understand how we can best meet the needs of the communities we serve. To support our long-term delivery strategy
and short-term plans to 2030, we have carried out our most in-depth and widest reaching research and engagement
programme to fully understand what our diverse population of customers, stakeholders and citizens expect us to deliver
now, and in the future. You can find out more about our approach on our website.

Part of this engagement focused on consulting with our customers on how we can achieve our long-term ambitions,
which includes adapting to climate change. We have asked a wide range of customers and future customers for their
preferences on our level of ambition for key issues that are affected by climate change, such as water quality risks and
supply interruptions. We have also asked customers about the pace and sequencing of key investment choices in our
strategy to adapt to these risks, considering the important dynamic between intergenerational fairness of paying for long-
term investments.

We used the following approaches to conduct the engagement for our long-term adaptive planning.

e A wide-ranging research programme to inform the Water Resources Management Plans for our Cambridge and South
Staffs regions, carried out at a local and regional level. This covered engaging with customers on key issues around the
resilience of supply and demand options that could be used to ensure water supplies over the long term.

e Qur first ever Citizens’ Jury, where we engaged customers from both supply regions about our strategy for achieving
net zero operational carbon emissions by 2030 and the long-term approach to achieving net zero embodied carbon
emissions by 2050.

e Ongoing conversations with the H20nline communities in our Cambridge and South Staffs regions about our long-
term vision and customer priorities.

e Customer valuations research studies, both at local and regional level, and the collaborative PR24 outcome delivery
incentive study, led by Ofwat.

e Qur customer priorities tracker, specifically the qualitative focus groups, exploring long-term priorities to 2050,
including intergenerational fairness over bill profiles.

We have taken care to ensure we have reached a robust and representative sample of customers. This includes

customers in vulnerable circumstances and those who are harder to engage, such as future and non-household
customers.
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What our customers told us

Building on our learnings from the previous price review and water resources management planning processes, we have
presented to customers the notion of long-term uncertainty in our planning because of factors such as climate change.
Our research shows that:

e customers have a growing awareness of the challenge climate change presents for us and there is understanding that
this is likely to cause disruption to services;

e there is majority support across both regions for the use of adaptative measures to help ensure best value decisions
are made around the long-term investments needed to ensure our services are resilient to climate change;

e just over half of the customers surveyed as part of the water resources management planning process said they were
concerned about the impact of climate change on the natural environment in their local area;

o following the COVID-19 pandemic, there was growing evidence that action to address climate change was needed
more urgently but, driven by the cost-of-living pressures which emerged in early 2021, environmental concern
generally has transformed from a core concern for investment now to a longer-term issue and, for some customers, a
secondary concern; and

e despite this, customers have been clear that they want us to invest in climate change resilience now to mitigate future
risks to service, rather than waiting for deterioration to materialise and causing bill shocks for future generations as
we recover our position. Our research has shown a consistent majority preference for an even, natural bill profile up
to 2050 and that important investments should not be delayed.

We have also looked at a wider affordability scenario, recognising the changing nature of affordability and our local
challenges. An alternative plan was not deemed appropriate at this time given the uncertainty of the impact of the
proposed Fens reservoir on customers’ bills. Instead, we will monitor and track levels of water poverty across both
regions to enable us to adapt our affordability strategy. This will ensure we deliver our ambition of eradicating water
poverty and that our customers’ water bills are affordable, both now and in the future.

A synthesis report detailing the insights from our customer engagement programme and wider sector, can be found in
the report we commissioned from one of our research partners, Impact.
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Case Study: Engaging with future customers through our Young Innovators’ Panel

Since 2017, we have delivered a step change in our customer engagement, including with our future customers. We launched a
Young Innovators’ Panel in our South Staffs region in 2018 to bring the voices of young people aged between 16 and 18 directly
into our business. Our Cambridge region Young Innovators’ Panel launched in 2019. For the students, being a member of the Panel
gives them the opportunity to work in teams to overcome a business challenge and directly shape our plans. They then present
their ideas to members of the Board and our Executive team.

We launched the recruitment process for our 2023 South Staffs Panel in March 2023, receiving a record number of applications
(Around 70 students). We ran a competitive three-week process to select our 25 Panel members. The first session in June included
immersive sessions about how our company operates, along with group discussions with subject experts from across the business
on specific issues around water efficiency, pollution, climate change and global water security.

The students were then split into four teams and briefed to create an engaging educational resource that could be incorporated
into a classroom-based workshop for Key Stage 3 pupils (that is, 11- to 14-year-olds). They then returned to the business in July to
deliver their pitches to a judging panel comprising senior executives, an independent Board member and the Chair of the
Independent Stakeholder Group. We also invited three Key Stage 3 pupils from the Friary School in Lichfield to provide feedback
from a target audience perspective.

The pitches featured ideas that came in the form of app designs or board games, which would enable Key Stage 3 pupils to develop
their understanding of each topic through game play and an exploration of the world of water and the impacts that climate change
will have on water supply. The winning team presented an interactive board game aimed at educating young people about the
impact of climate change around the world, with players travelling the globe and answering questions.

Our education co-ordinator has turned these ideas into a tangible addition to our education outreach activities. The aim is to help
future generations learn how to place more value water on as a finite resource. We are actively looking at ways to assess the
success of this approach and track its impact.
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Partnership working

Key to facing the challenges of climate change is working in partnership with a range of stakeholders and communities.
This is to ensure we reduce negative impacts and generate improvements for local communities while making sure we
leave the environment in a better state for future generations. We are exploring innovative approaches and seek third
party funding to co-create these improvements where possible to reduce the burden on customers through the bills they
pay. Below, we set out some examples of the partnership working we have carried out.

Regional water resources groups

We are key members of Water Resources East (WRE) in our Cambridge region and Water Resources West (WRW) in our
South Staffs region. Many of our decisions around the approach to key elements of our adaptive planning have been
agreed through work streams within these groups to ensure consistency. This includes the approach taken to elements
such as climate change modelling, environmental destination, and growth projections.

The regional groups combined the supply and demand needs from each water company, and non-public water supply
sectors, to create regional water resources plans. The five regional plans were overlaid to create a national picture of
water resources, which ensures that best value plans, for both customers and the environment, to meet the water needs
of the country are developed.

Communities

Through collaboration with local groups and organisations, including local businesses, religious groups, universities, and
charities, we provide opportunities to educate and inform our communities about the ways we can help them, and how
they can work with us in return to mitigate and adapt to climate change.

Case Study: Water use in faith communities

In 2023, we launched a diversity-led, water efficiency ‘
project, which aims to support customers of different %’&Vsuwu‘%",\%

faiths and cultures to reduce their water use. The AR

) . , . :
project rgcelyed fgndmg from Ofwat s In.novatlon R g
Fund, which is designed to drive innovation and e o

collaboration in the water sector to benefit
individuals, society, and the environment.

We think the project will deliver a number of
objectives, including water savings of about 200,000
litres. It will also enable us to develop a more inclusive
water efficiency framework and toolkit linked to faith
and culture that can be adapted and scaled up across
the England and Wales water sector. And we think it
will help us to establish new communication channels
and stakeholder relationships with our seldom heard
communities.

In March 2024, we launched our first campaign for the project in partnership with Cambridge Central Mosque. This focused on the
opportunity to save water during the Islamic practice of Wudu (ablutio