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Stakeholder Engagement and ESG

ESG Disclosures & Reporting

From Good Intentions to Action

Asset Management and ESG

— Value Frameworks

— Asset Investment Planning

— Optimization

Summary & Questions
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Stakeholder Engagement and ESG

® @ 8

ENVIRONMENTAL SOCIAL GOVERNANCE

How an organization treats
How an organization acts its employees, customers,
towards the planet suppliers and local

communities

How an organization is run,
including audits and
shareholder rights

Employee Relations Bribery &Corruption

Resource Depletion Diversity Tax Policy

Climate Change Health & Safety Risk Management

Water and Community

Waste Management Development Executive Pay

Land Use Work Conditions Board Independence

ESG includes matters that have potentially material strategic and financial impacts

%



SASB Reporting Framework

For Water Utilities & Services

UNIT OF UNIT OF
TOPIC ACCOUNTING METRIC CATEGORY MEASURE CODE CATEGORY MEASURE
Energy (1) Total energy consumed, (2) percentage grid o Gigajoules (GJ), MU
Management electricity, (3) percentage renewable QuaiiziE Percentage (%) oL

o _ Total water sourced from regions with High or Thousand cubic
Number of incidents of non-compliance Extremely High Baseline Water Stress, Quantitative meters (m?3), IF-WU-440a.1
associated with water effluent quality permits, Quantitative Number IF-WU-140b.1 percentage purchased from a third party Percentage (%)
Effluent Quality  standards, and regulations
Management Water Supply  Volume of recycled water delivered to _— Thousand cubic
Discussion of strategies to manage effluents of Discussonand O EaE Resilience customers Quantitative meters (m3) IF-WU-440a.2
emerging concern Analysis :
Discussion of strategies to manage risks S
associated with the quality and availability of 2;53;55?;"" I f e IF-WU-440a.3

water resources

Number of (1) acute health-based, (2) non-

acute health-based, and (3) non-health-based  Quantitative Number IF-WU-250a.1
Drinking Water  drinking water violations*
S of drink d

Discussion of strategies to manage drinking Discussion an

water contaminants of emerging concern Analysis e IF-WU-250a.2

Source: Water Utilities & Services Sustainability Accounting Standard, Version 2018-10, SASB
W



The Journey

FINANCIAL ACCOUNTS

Typical current financial
reporting

VALUE CREATION

Sustainability metrics
on topics material for
enterprise value creation

IMPACT DRIVEN

Reflect the organization’s
significant impacts on the
economy, environment
& people




Decision Making Beyond Financial Forecasts

AMP7 - 1016006 PR19 WINEP 5T Volume_ATTLEBOROUGH WRC
DMO Install storm volume to permitted DWF l Approved by Reviewer - 1 year ago by system

v | | None * | Version3 - & Unlock Cost Estimate @&, Costs | @ Info

0 Assets (7) (6 Loadings (5 Adjustments (7} |L|I Spend Profiles
Summary Costs X

© Visible Columns

Capital Cost £630,646.09 v
Asset Name Asset Type Code Qty | Capital Cost (£) Capital Carbon (T CO2E) Capital Water (m3) Adjustments | =2
Operating & v
(/] © Footpath 10002 1 2,962.50) 1.03 1.04 p' E £11.923.55
Maintenance Cost (RICS)
(/] O Rigid Pipework <#2> 1401 1 13,259.48] 043 0.09 From storm tank to pumping
(/] O Rigid Pipework 1401 1 14,570.38 054 011 from storm tank to storm di; (Capital Carbon TCO2E 73.61 )
(/] © Storm Tanks, Circular - Civil 2C-STH-02 1 245,699.39 4252 38.93
/] © Storm Tanks, Circular M&E 2C-STH-03 1 134,619.73] 2837 3.39 Capital Water ms3 4626 ~
(] O Tel try Qutstati 6401 1 8.331.04) 0.01 0.00
SemetryBulstetion PRO9 Carbon TCOZE 22873 v
(] © Landscaping 55-5B5-08 1 44,596.90) 0.72 270
\_ ) | Operational Carbon kWh/yr 436,797.00 v
\Operational Carbon TCO2e 013 «

Vi



ESG: From Lagging to Leading Indicators

Long term plans
Alignment

Governance

> BT ~

Improvement

.

Reporting

STRATEGY & DECISIONS /

Wide spectrum
Material impact

Gap analysis



From Good Intentions to Action

Source: www.climateaction100.org

ambition
o Leng-term (2036-2050) GHG reduction target(s)
o Medium-term (2026-2035) GHG reduction target(s)
° Short-term (up to 2025) GHG reduction target(s)

o Decarbonisation strategy

o Capital allocation alignment

o Climate policy engagement

o Climate Governance

° Just Transition

° TCFD Disclosure

0O O 0 0|0|j0O O0 O O

NOTES

*In the absence of a credible 1.! scenario, companies ha
measured against a best-available below 2°C scenario. Company
adjusted when a credible 15°C

assessments wi
available

enario becomes

climate \\ NEWS ABOUT CLIMATE ACTION 100+ CONTACT SIGNATORIES' LOGIN Q
Action 100+ )
THE BUSINESS CASE ‘ APPROACH v ‘ WHO'S INVOLVED ~ ‘ PROGRESS w JOIN
Net-zero GHG emissions by 2050 (or sooner) ° ° NO. DOES NOT MEET ANY
1

CRITERIA

PARTIAL MEETS SOME
CRITERIA

YES, MEETS ALL CRITERIA

NOT CURRENTLY ASSESSED

0 O

NOT APPLICABLE

SCOPE 3 APPLICATION

of the GHG protocal)

4pplicability of scope 3 emissions
lindirect emissions that are
nacorn ny's

duced
value chain

assessed by the Benchmark varies by
ed sector

cns in the

assessment of
metrics: 11b, 2.2b, 3
5.1b.

DOWNLOAD THE
ASSESSMENTS

MAVIMI B AR TUE PAMDB! ETE
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Value-based Decision Making

THE KEY IS

O




Value Frameworks

Financial Capital

© PsRReach

© CAPEXCost

Natural Capital

Environmental

@  Efficiency Benefit

l @ Embodied Carbon

I © Water Leakage Rate

l © OPEXCost

o Financial, Legal and
Reputational Risk

I@ Total Investment Cost

@© Water Quality CRI Score

Q) Water Operational Carbon

o) Per Capita Daily Water
Consumption Reduction

@ Properties with Low
Pressure Risk Mitigated

Manufactured Capital Social Capital Intellectual Capital

&lncentives Operational Excellence

Number of Water Main @ CMeXimpact & mproved Plan Execution-
Bursts Capex
= @ D-MeXimpact

Reliability Improved Plan Execution -

&
Opex
@ AvoidedMainRepsirs per © PsRReach

1000km

o Total WRZ Customers At

l@ Water Supply Interruptions ] Risk

l@ Unplanned Outage I

@ PublicPerception Benefit

Penalties & Incentives

@ Wster Quality CRIScore

Safety

A  SafetyRisk Matrix

Human Capital

@ Employee Experience

Metric
OPEX Cost

Embodied Carbon

Water Leakage Rate
Unplanned Outage

Weight
x 35
x17
x 60
X 22

x12
x 40

\

> VALUE(t)




Integrated Investment Strategies

1=

ASSET NEEDS

ool

ASSET LIFECYCLE STRATEGY
(~20 YEARS)

BOTTOM-UP

SU

STAINMENT/EMERQENT

ASSET RISK UPDATHS

=

ASSESS
VALUE

INVESTMENT PLAN
(~5 YEARS)

TOP-DOWN

CANDIDATE INVESTMENTS

EXP

OPH

NSION/GROWTH

RATING UPDATES

BUDGETING
(~2 YEARS)

K

BUSINESS NEEDS
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OPERATING
(IN FLIGHT)



Optimize to Meet Constraints and Targets

FINANCIAL
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Optimize to Meet Constraints and Targets

FINANCIAL
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Optimize to Meet Constraints and Targets

FINANCIAL
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Optimize to Meet Constraints and Targets

FINANCIAL
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Optimize to Meet Constraints and Targets

FINANCIAL
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Optimization vs. Prioritization

* Apply multi-criteria decision analysis techniques to select optimal portfolios

* Maximize value

* Honour all constraints

— Financial
— Operational
— Risk
o EtC Boxplot: 100 investments improvement rate
) 25
Portfolio size = Single alternative Variable alternative ¢ w oo
1000 investments investments investments : -
E 5
1-year plannin 3
sl e 6.6% 13.3% i
period g e
5-year plannin ’
y p g 1 0 . 3 % 2 0 . 3 % Alternatives Single Variable Single Variable
pe rlOd Planning Period Lyear 5-year

Source: Quantifying the benefits of investment portfolio optimisation versus prioritisation for asset intensive organisations, I. Tamimi, Dr. P. Beullens, S. Sadnicki %
N



Summary
Stakeholder Engagement in Capital Planning

* Asset intensive organizations operate in complex
stakeholder environments
— ESG can be a good proxy for such environments
— Maximizingvalue for stakeholdersis key
— Regulatory pressureis growing

* Align decision making to ESG objectives
— Incorporate ESG targets in long-term planning
— Use a Value Framework for decision making
— Strong governance & transparency are key

* Optimal plans mitigate asset risk and achieve
ESG goals
— Al-enabled optimization
— Robustscenario capabilities
— Trackandreporton ESG targets
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