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Introduction

About our Annual Accessible information
Performance Report
To makeour information accessiblewe ®:v e

This is our Annual Performance Report Split our APRInto sections for easier
(APR). 1t ®s where you can referende out mor e
about how we®uwiegower f or me . .
2022/23 financial year(1 April 2022 to 31 i?gsdhsoeuitlﬂ?stggzuor:etzf'eﬂ'ha”d side
March 2023) against the targets wehave 9

agreed withour regulator, Ofwat. Provided an index @ our individual

These targets are tied to our purposdo pzrfgrzrggnceco mmi t mentesn ( PCs?)
deliver 1ife®s essentialpsger’vice, Sso our

customers, communities and the Split our PCsinto two sections common

environment can thrive. and bespoke and ordered them so they

We®r e here to make sure %rﬁvz?zssg;ﬁngwlﬂgq% 8rgegng that

have clean, fresh drinking water every day, '

and t h adcyclimgw@steawithout our Provided clear comnentaryonh ow we ®v e
customers having to worry. performedandwh at we®r e doi ng

We wart to help you, our customersand improve our performance

stakeholders, to understand what our Introduced graphs so thatit is easier to
priorities are and what seef®endsand perforngance agaistu r n
Thames Water around. targets over time;

We know that being truly open and Provided a look up for all our regulatory
transparent is importantas we continueto statements and disclosureon page 70;

build trust with ourstakeholders,so we
have changed the way we communicate to
tell our story in a more straightforward way.

Provided an index of ouregulatory
accounts in the regulatory accounts
section of this document

Provided aglossary of termson our
website; and

Explainedour approach to open dataon
page 96.

Throughout this report we will
provide extra information to help
you understand this report

1 Ofwat's Water company performance report 2021/22



https://www.ofwat.gov.uk/wp-content/uploads/2022/12/WCPR_2021-22.pdf

Introduction

About us

Our purpose Our values

Ourpur pose is to del i verWewanteveryoneat Thames Water tolive
service, SO our customers, communities and our values:

the envronment can thrive. Take care

Passionate about everything we do
Where we operate Be respectful and value others

Our operating area follows the River Reach higher, be better
Thames and stretches from Gloucestershire

. . ) Take ownershi
to Essex, covering countryside, villages, P

towns and ourcapital city of London Be proud, be blue

So that weare closer to our customers, we

transformed to a regonal model in April Over the pastyearwe ®v e been Dbringi
2022 and have separate operational teams them to life through our living our values

dedicated to London and Thames Valleg sessions, helping us to reconnect with our

Home Counties valuesand behaviours and understand what

collective behaviours we need to exhibit to
get to where we want to be

Thames Valley . ~ Home Counties

o sl Key facts
e We serve 16 million customers across
i o London and the Thames Valley
Thomes Yusey Sogien ¢!SGEhLondoy T We move more than 7 billion litres of
S water and wastewater through our
- ) water cycle, every single day
o South
| Our boundar | .

oo : - Our ambassador volunteers provided

Thames Valley & Home Counties

support day and night, during the

National Mourning for Her Majety

Queen Elizabeth Il to make sure visitors

to London and Windsor, including those

in -the queue®, had acce
water through our new waterwalls

We ®r e commi tted to 1 0bus e o ifitdgole? an® el

Other water companies

Board leadership,
transparency and governance

corpprate governance and follow the ' generate over 20% of our own energy,
requirements of & w a lio@dleadership, with 100% renewable electricityfrom
transparency and governanceprinciples. the grid filling the gap

Further details can be found in the We've donated nearly £6m to our Trust
@ompliance with the Corporate Fund since 2009, making it one of the
Governance Codessection of ourannual largest charitable finders of debt
report. advice in our region.



Introduction

Our regulatory and statutory publications

We publishthe following da@uments on ourwebsite.

Qur turnaround

s vt Ao gt 202203

Annual report

Our action plan
What we are doing to
improve our performance

=

Accounting Methodology

Statement

Terms and acronyms
used in our reporting

Reporting Criteria @

Anusal Pe
2022/23

Methodology statement Reporting criteria Glossary of terms

Processesand allocation Approach used to prepare Supportingourread e r ®'
methods used inour non-financial information understanding
financial APR tables in our APR

We publish our APR data tables in in a MS excel format on our
website where they can be accessed by all interested parties


https://www.thameswater.co.uk/about-us/investors/our-results
https://www.thameswater.co.uk/about-us/investors/our-results
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https://www.thameswater.co.uk/about-us/investors/our-results

Statements from

our CEOs and Board
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Qur Co-Chief Executive Officers’ statement

We want to start this statement by paying
tribute to one of oursupply chain colleagues
who tragically lost his life last year, while
carrying out a routine task. Safety is our top
priority anacoreThankee car e®
Water valle. The incident is still being
investigatedto understand what happened
and, more importantly, to prevent ifrom
happening again. Our thoughts are with our
c ol | eag uan®fdgends athis Hifficult
time.

Our turnaround

As we take on the leadershipof this iconic

busi ness, we@&apgngtpdheused
delivery of our turnaround, to build on the

strong foundations that have been put in

place over thelast two years.

Our refocussed turnaround plan is built on a
robust financial positionWe had £44 billion
of liquidity at the end of the financial year
end and our shareholders have continued to
support the businessthrough additional
funding.

They committed £500 million of funding
during the year, which was drawn in March
2023. Shareholders havenow agreed to
provide a further £750 million of equity
funding, which will be subject to certain

turnaround over the remaimler of the
current AMP7 regulatoryperiod and
establish a solid foundation for Thames

Wat er ®&esm grawthg

As we take on the leadership of
o P In additian, our Shareholders acknowledge

TceRp RIBYRI T 2zpRY KPRGnedevidorhbrt and delivery of the

focused on stepping up the new focused turnaround plan wiltequire

deliver y of our turnaround j | the provision of futher equity support in
AMP8 significantlyin excess of the current
commitment.

Cathryn Ross and Alastair Cochran

Interim CoChief Executive Officersappointed June 2023 In addition, our shareholders acknowledge
that our turnaround willcontinue into AMP8
and that the new refocused turnaround plan
will likely require the provision of further
equity investment significantlyin excess of
the current commitment to improve
operational performance and financial

o

n

conditions, to drive Thame
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resilience. Indicatively, the AMP8 equity
investment is expected to be in the region of
£2.5 billion, but thenature and amount of
such mediumterm support will depend on
finalisation of the new focused turnaround
plan and the regulatoryframework that will
apply to the AMP 8 period. We very much

appreciate sharehol der

investment in the businesswhich
demonstrates their commitment to

del i ver i nugnarduhdaandebsil@ng
a better future for our customers,
communities andthe environment.

At the same time, we fully recogniseur
performance is not where ineeds to be.
The impact of the weather on our ageing
assets wasacutely felt in FY23, and we

wer en®t a bKeeimprovements!| i v e

quickly enough.

During the year, itbecame clear we needed
to accelerate the speed of performance
improvements and so, in Aprilwe began a
review of the turnaround plan. As a result of
thatreview,we ®v e r ef ocused
more targeted, prioritised three year
turnaround, that willdrive faster
improvements in keyperformance metrics.

It will also be underpinned by greater
financialdiscipline as we seek to secure
maximum value from every poundve spend
for our customers and theenvironment.

Over the last 12 months we have made
good progress in embeddingthe
foundations of a turnaround in performance.
We ®v e mo redrdctutecbregmnal
operating model, brought all customer
facing telephone teams back to our region,
and insourced the repair andmaintenance
of our water network.

All of the structural changes arebringing us
closer to customers and will deliver
improvements in ourperformance while
creating good quality
continued our record levels of invesnent

with £3.1 billion invested inour assets since
the launch of the turnaround just over two
yearsago, £1.8 billion of which has been

over the last year alone.

In the coming year we will build on these
foundations by prioritisinga smaller number

t

of performance improvements. These will
be backed by clear netrics, with clear
accountabilities across ourleadership team.

The health and safety of our colleagues and
customers will always be our most
i mpor tant prifoaqusinggn and
er area tha matter most }o customers,
uch a3 r% &I SOPU{IOFB?O improve river

we G

health. We Kk neverythimgeat c a n ®t

once and the new turnaround plan will focus
on thesecritical areas. Clearly, prioritisation
is key to ensure we @n deliver
improvements efficiently for our customers.

We are also managingdeliverability
constraints in a constrained supply chain
that has beenimpacted by recent global
events. This is requiring tradeoffs to be
made as we focus on delivering substarl
and sustainableimprovements as quickly as
possible, safely and in the areashat matter
most.

We®ve spent a | ot of t
ears unlt/ &around ourpurpose, values
n8 beR c%éa' fhat ‘?eam

Thames is full ofpassion to make
improvements in what and how we deliver
for customers and the environment, but we
need to make it easier fothem to do this
across London, the Thames Valley and
Home Counties.

To deliver the refocused turnaround plan,

w e ®ampowering teams to take more
accountability to speed upimprovements.

We also need to break down the legacy,

and unnecessary, barriers to success and
encourage our senior leaders tdake
ownership of the deci s
best place to make.

The scale of the challenge

While weare making positive steps, the

scale of the challenge weface is significant

langl weanieed fo @nswe that\we @dequiatedy| s o
reflectin our plans both the cost to deliver

our services with an ageing assebase, and

the investment required to improve our

asset hedth overthe long term . For years

our performance has been severelyffected

by the health of our assets.

me

0 N S
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On a day-to-day basis ourageing assets
need more maintenance to provide our core
services,we spend more to fix assets that
fail, and when we are It with extreme
weather, which is happening more often,
our services aremore adversely affected
and take longer to restore. All of this feeds
into our performance, and into financial
penalties which in turnreduce the funds
available to reinvest in the navork.

But it was more than fifteen years in the
making andwas onlypossible through an
innovative financial model, not seen before
in the industry. The proposed reservoir at
Abingdon could also bedelivered in a
similar way.

Ouir first priority is to make sure we deliver
our turnaround to improvecustomer and

environmental performance. However, the
C 0 u n twater &d waste water resilience

We®re in the concl udi n gestsana fgrelanerdally diffementvay of

internal investigation into thescale of what
needs to be done to improve our resilience,
manage and renew our assets over the
long-term. The report will be finalisedn the
Autumn and will enable us tdactor in the
costs associatedwith renewing our assets
over the coming decades into our PR4
business plan submission.

It ®s absolutely vital

needs to be done and put a sustainable
plan in place to manage andenew our
assets, as we fa@ into the challenges of
climate changeand population growth.

The need for reform

In recent years we have consistently
advocated for systemic reformfocused on
three areas, relating to planning, regulation
and investment in criticalinfrastructure. We
absolutely align with thisview and will
continue to drive it forward.

First, we need to stopusing drinking water
to flush toilets or watergardens, which will
require a completely different way of
planning developments. Second, we need
to look outside the fiveyear regulatory cycle
to be able to make the right longterm
decisions? we all know we® | | need
more than five years, but thecurrent
regulatory model trains people in the sector
to focus on theshort-term. And third, we
need a new coordinated approach to speed
up critical projects like the Thames Tideway
Tunnel , whwithinhthe deguiat®ry
framework.

The Thames Tideway Tunnel witeduce
spills into the Tidal Thames by an estimated
95% in the nextcouple of years, putting us
way ahead in our journey to clean upivers.

f

doing things; our as®ts are ageing, and the
dual challengesof climate change and
population growth are only going to
intensify.

We recognise the critical role we, the
Executive team and oureadership
community, needs to play in working with
our regulators, peers, investors NGOs and
VGevernment ®© drive radicad refevrn. &ihe

| ast few year s, under
leadership, we transbrmed our
engagement with stakeholders, spending
time listening andunderstanding and
sharing ideas. We are committed to
maintainingthat transparent, honest and
collaborative approach. A better water
future is essential for everyone. It is not
something that any watercompany can
deliver alone.

A pivotal price review

This price review is
long-term future. As wehead towards the
submission of our business plan for PR24,
the stark reality of the situation facing the
industry is clear We absolutelyneed to
invest to manage and renew ageing
ai?frgsltructﬁr% al,ndincrease_our resilience to
extreme challenges that will only ecelerate.
Being able to balance investment with
deliverability and affordabilitys at the heart
of our business plan for the next five years.

A challenging yearfor performance

" With our ageing assets and extreme
weather events being majorcontributing
factors, our performance fell short of
expectationsduring the year, in key metrics
including leakage and pollutions.

Sar &

pi vot
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Our job is to deliver a good service,
regardless of the weather. So thdact that
2022 was a year of climate extremes is no
excuse for poorperformance. Nevertheless,
the drought in the Sumner followed bythe January 2023 and since therwe ®v e
freeze-thaw in December put major stress enhanced it with details of thanvestment
on our network andthe resilience of our we ®r e ma&ny of gur sites

opera t. lonal : teams. We ®%hi|%ﬁi§crl‘ear?hgtft its, Snéc%'ptgleg it is
well inreducing leakage in the early part of also clear that there is noguick fix to

i022l/<23(;, hf(f) wever otl)JrgﬁrforTance dwas ht stopping sewage discharge. We need to
nocked off course by the extrene drought. fundamentallyadapt and enhance the

Itledto a 38% Increase in mans pursts due design of infrastructure that often morehan
o the exc_ess_lvely dry groundanq Increased a century old. We need to stop rainwatge
pressure in pipes due to spikes in demand. and water frommisconnections, getting into
our vast network and overwhelming our
sewage treatment works. We also need to
work with propertyowners, developers and
local authorities to ensure that we change

is key to rebuilding trustand we ®r e
the way. We were the first in the industry to
launch our live sewage discharges map in

The pipesfaced more stress in December
when the persistent freezing weather,
followed by a quick thaw, led to cacks in
pipes. Customers also felthe devastating
impact on pipes in their own homes too. As
well asleakage, the weather extremes had
a negative impact on ourperformance in
supply interruptions, consumption and
pollutions. On the flip side, the exceptionally
dry weather helped us secure ssignificant
46% reduction indischarges of untreated
sewage andimproved performance in
internal sewer flooding.

up further problems,including in relation to
surface water flooding, elsewhere.

Supporting our customers with the costof-
living

We increased our social tariff support to
£50 million during adifficult year for many of

our customers, as well as continuinga
rovide gther support through our cystomer

Being transparet about what ®s

our approach to drainages o we don®t

While we haven®t met %srsigta%ée?und'aerinée[S)en &nt tfust fufgY

core met rcomtirsied tomakev e
good progress in the reduction of
complaintswith a 28% yearon-year
reduction. Our capital delivery machine is

almost a quarter of a billion pounds through
our social tariffs overthe next two years.

We®ve also pledged to

al so streets ahead of WWhearokunpregcedeptadsdousingshcange ® s

been a sixfold increase inthe work the
team has on contract in the last two year$
a brilliantachievement while the supply
chain still recovers from the impact of
covid-19.

At the same time as facing various exteral
challenges, the last yearsaw us embedding
some fundamental changes within our
businessWe ®r e i ncredi bl
colleagues across the business for abbf
their hard work and resilience not onlyn

keeping the taps flowingand the toilets
We care deeply about the health of our flushing, but also for their openness and

rivers and cleaning up riverds at the heart enthusiasmin adapting to new ways of
of our approach2we ®v e been cl e gbl&ng hi?@s

years that alldischarges into rivers are

unacceptabl e, whether (Thhaghatthe year,Teaghdhamas o f
fault in our network or he design of our
infrastructure. improvements for the customers and
environment. The scale ofinternal change
and externalchallenge has meant that it not
been easy for the team, and we continue to
focus on supporting ourcolleagues through

A step forward in transparency

The weatherhelped us secure a huge

reduction in sewage spills lasyear, with the
exceptionally dry weather in thesummer,
andwewon®t be compl acent

y

demonstrated real commitment to delivering

a

eadi

hel

n

st

hap

F

t hanl
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this period. Sarah spent a lot of time during
the year meeting colleagues at sites across
our patch to listen to thechallenges they
face and support them in finding solutions.

AsanExecutive team,
programme and remaincommitted to
spending time with, listening to and
supporting ourfrontline colleagues

Thank you

We ®kk tolfinish this statement with a
thank you to Bn Marchant, our Chairman,
who is stepping down after six years at
ThamesWater. Two of those years were
spent as Interim Executive Chairman,
during which he provided stability and
direction for Team Thameslan will be
warmly remembered across the busines
for his energyand enthusiasm, and the
breadth of perspective he offered across
such a wide range of issues.

we ®|I

We®d also |like to
recently our CEO, whoworked with such
determination and passion to get this
businessback on track. After putting strong
fﬁundgtiSnﬁ itn Plahc% %arag fﬁltaiv\(as the
right time to step away and allow a new
CEO to take thereins as we enter the next
phase of our turnaround journey. We are
clear that we want to build on what Sarah
achieved, including theway she
transformed our engagement with
colleagues and ourrelationships with
stakeholders.

We wish them both the best in their next
endeavours

Thank you,

Cathryn Ross and Alastair Cochran
Interim CoChief Executive Officers

t hank

Sa
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A statement from our Board

I Uk bn
urgent reform of the sector, so it
can deliver its regulatory,
customer and environmental
commitments, and the risks

need to be at the top of the
regulatory and political agenda .[

sgT1 b

T ek n K

lan Marchant
Chairman

2022 was a real manifestation of the
heightening risk of climate change and the
vulnerability of
net wor k. | the@vorld ofiwatex r
will need to operate very differently over the
next 30 years, adding complexity to the
delivery of short term targets while also
creating the need to develop longterm

plans for our changing world.

Thames Water has been through an intese
period of change to lay the foundations of
the turnaround, and, on behalf of the Board,
I would like to thank Team Thames fatheir
continued passion, determination and
commitment to do their best for customers
and the environment. Despite the
challenges facing Thames, every single day
the team supplies high quality drinking
water to 10 million customers and treats the

Thame

wastewater of 16 million across London and
the Thames Valley. The scale of what the
team does every day is something to be
proud of.

AsaBoard we ®r e focused o
the Executiveteam in delivering strong
foundations for the team to succeed and to
deliver ou purpose2t o del i ver
essential service, so our customers,
communities and the environment can
thrive.

Strong, ongoing shareholder support

The Board has spent time considering our
financi al resilience

Y positidd. Regulat@dy géaiiig is down to

77.4%, compared to 81.3% five years ago,
and, at 31st March 2023, we had £4.4
billion of cash and commitéd facilities
available.

The challenge we face is that we need to
fund significant investment over the next
seven years to increase the esilience of our
assets, to meet current and future
environmental obligations and to improve
the performance of the busness for our
customers and the environment.

Our shareholders have been very
supportive of the Board and Executive team
and eri alreacgdemonstrated that

erT ®s . a

S .

eing.
suypport in to ways; fore%]omg an9 income
on their investment for the sixth year in a
row and, as ageed in June 2022, investing
an additional £500 million.

Shareholders have now agreed to provide a
further £750 millionof funding by 2025
subject to satisfactian of certain conditions,
to support the development and delivery of
the new refocusedturnaround plan, and
have acknowledged that our turnaround will
continue into AMP8 and that the new
refocused turnaround planwill likely require
the provision of furtherequity support
investmentsignificantly in excess of the
current commitment to improveoperational
performance and financial resilience.
Indicatively,the AMP8 (2025-2030) equity

n

sup

i fe®:

and v
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investment is expected to be irthe region of time withteams across the breadth of
£2.5 billion, but the nature and amount of Thames to understand the impact othe
such medium-term support will depend on extreme weather and the mitigation
finalisation of the newfocused turnaround measures in place. Despitehe severity of
plan and the regulatory framework that will the drought and the impact on our water
apply to the AMP 8 period. operations, Team Thames continued to

make sure customers across the regiorhad

access to the water they n
essentials. During theyear, we were

provided updates by the newly formed

Climate Change Working Group, which

reports to the Health Safety ad

The ageing network Environment Committee and is led by

Performance during the year was affected _Carollne Sheridan. The groupvas seF up to

by a number of large asset failures on increase the business® ove
Thames® ageing net wor k SKANGQPROfuqity, agwellas gepoiting

on a 100-year-old, 42-inch water main in requirements, m_cludlng ehgnmen_twnh_the

Belsize Park. The declining health of Taskforce for Climate Related Financial

Thames Wat enfratsuctiaegise i n g i_DiscIosures. You canfin_d thg TCFD report
increasingly evident, with the impact of in our Annual Report Given it has continued

climate change and population growth to be a yearof significant external

adding more pressure on the already challenge, the Board®s Auc
stretched network. With that in nind, we Reporting Committee has spent a lobf time

wel come the Executive (Igcusqingthe principayigks. Each principa),
getting a deeper understanding of the risk has now been given a Board sponsor,

investment we need to make to increase the as wellas the Executive lead, to increase
resilience of our network focus and governance of risknanagement

and support the business in mitigating the

With the business assessing the investment biggestrisks to the deliveryofl i f e ®s essent
required over thelong-term to renew and service.

maintain ourassets, |, and other members
of the Board worked with Engineering and

The Executive team and the Board are
continuing to engage in corstructive
discussions with shareholders and
regulators to ensure the expected
investment isforthcoming.

Long-term planning

Asset Director, CarolineSheridan and her lan Pearson and lhave been members of
team to reviewasset management data and the Water Resources Management Plan
understand the critical areas of risk. subcommi ttee over the past

spenttime with the teams working on the

Despite improvements being made to the
long-term plan for waterresources and

way we operate as part é the turnaround,

asset failures have sucha significantimpact have also providel guidance on the
on our customers, our performance Drainage and Wastewater Management

measures and t hehatite a me £l ag g busingss prepares for the
can be difficult to highlight the progress that heightening pressures

is being made behindthe scenes. There are Board engagement

no quick fixes to the clallenges the
businessfaces. However, as a Board, we
have confidence in the team to turraround
this business and are fully engaged in
supporting them in thisessential work.

Making sureteam Thames hasthe
resilience to keep delivering the essell
services, at the same time as adapting to a
changing Thames Water, is a key focsifor
the Board and Executive Bam. To maintain
Climate risk a good understanding of the challenges
facing the front line, lan Pearson, our
Workforce Engagement Lead continued to
run an extensive programme of Board

The sudden and severe drought during the
summer created realproblems for the
network and, as a Board, we spent a lot of
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engagement during the year. He led 19 site
visits, aswell as a range of virtual ses®ns,
with other members of the Board also
joining him at a number of sessions.

In June 2022, |, with members of the Board,
visited the Rive Chess,to see the smarter
water catchment plan in action. One of
three plans for this regulatory period, the
River Chess Smarter WaterCatchment Plan
brings together partners in the river
community totake joint action to improve
river water quality, focused on thestrength
of partnership and naturebased solutions. It
was great tomeet some of the stakeholders
who are working together with teamsat
Thames Water to make a real difference to
the beautiful chalkstream.

Changes to the Board

We ®v e appoi nhdKdye, Lhidi n
Executive of Heathrowo the Board as a
Non-Executive Director to represent USS.
David Waboso, an Independent Nor
Executive Director, stood down.

Despite the Board changes, the
Independent NortExecutive Directors
remain the single largest goup on the
Board, in alignmentwith strong governance.
Full details of tle Board can be foundin the
Annual Report.

On 27 June 2023, Sarah Bentley stepped
down as CEO and fromthe Board. The
process has begun to recruither
replacement and, in themeantime, Alastair
Cochran, our Chief Financial Officer, and
Cathryn Ross, our Stategy and External
Affairs Director, are interim coCEOs

Stepping down from the Board

After six years as Chairman of Thames
Water, including twoyears aslInterim
Executive Chair man,
down this Summer.On 29 June 2023, it
was announcedthat Sir Adrian Montague
would become Chair of Thames Water
Utilities Limited from 10 July 2023The
challenges facing the water industry, and
Thames Water in particular, are increasing
all the ti mecurremtaedt h e
future implications of clinate change, the
impact of the health of our ageing assets or

the increasing focus on us. The task of
transforming this business will be extensive
and challenging and wiltake longer than
any of us would want. However, we have
built strong foundations to cliver a
turnaround and puta good team inplace to
do this.

| wish everyone involved with Thames Water
all the best as theturnaround journey
continues.

lan Marchant
Chairman

Hol I a

| ®ve decided to step

r it ®s t he
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Our performance in
2022/23 was affected by
climatic events

The impact of climatic events on
our performance is a common
theme running through our
commentary.

This is despite abackdrop of significantly
increased recent investment and being two
years into a turnaround plan designed to
produce sustainable improvements.

This year the weatheradversey affectedon
our performanceagainstthe following PCs:

Abstraction incentive mechanism
C-MeX
Internal sewer flooding
Leakage
Mains repairs
Per capita consumption
Pollution incidents
Responding to major trunk mains bursts
Security ofsupply index
Sewage pumping station availability
Water quality events
Water supply interruptions
Our climate strategy

At Thames Water, adapting to and
mitigating our contribution toclimate
change have been important parts of how
we do busiressfor a long time

We ®r einum@ta itnprove the way climate
risk becomes an inherent part of our
strategy and business planning.

We have made significant assessments to
understand climate relatedrisks and
opportunities, and their impact on our futue
plans.

How weather impacted our
performance this year

The period2022/23 was dramatic for the
UK®s c Insummdrye

Summer drought (declared August 2022)

Last summer was the joint hottest on
record (with 2018) andthe increased
demand for waterby our customers meant
that we had b pump more water through
our pipes, at higher rates to meet demand.
This put additional pressure on our aging
network and caused an increase in the
number ofleaks.

The drought alsocreated unprecedented
-soil mb i ,evithig®und dilyang
out. As much of the ground in our region is
clay, which hardens when it dries outour
pipes had less flexibility to moveDriving
vehicles on this solid groundnade the
problem worse.

This causeda significant increase in visile
leaks that needed fixing irboth our pipes
and customers® pipes

The drought also impacted on arr pollution
incidents as thelower flows in rivers
resulted in dischargeshaving a greater
impact than they wouldhave otherwise.

August storms

In August, the Met Office issued yellow
warnings for storms, travel disruption,
power cuts, lightning, heavy rain and flash
flooding.

Given the lack of green space and densely
populated areasin London,in some areas
the rain overwhelmed our surface water and
sewage combined sewers, resulting in
600% more hydraulic floods than our targe
for the period.

Followingthis heavy rainfall, the incoming
flow was greater than our sewage treatment
works ( STW) could treat, therefore the
excess was screened and passed to stan
tanks for storage(with a view that it would

be returned to the head of the works for
treatment when the STW had capacity
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However, our storm tanks became full
before the rain stopped meaning that
excessflow had to be discharged ito rivers
(as overflowing sewage heavily diluted vih
rainwater).

Due to the size of our sewer networkthis is
not a straightforward problem to dealvith.
As an example, Witney STW, which serves
a population of about 45,000 people,
receives sewagefrom a network of more
than 200 miles of sewers We ® r ekinghvom r
detailed plans for reducing these inflows
and will be making a case for the necessary
investment in our next business plan.

Improving water quality in
the River Thames catchment

April 2023

We published our River Health
Report in April 2023. If you click
on the image, you w ill find more
details on the st eps we are
taking to improv e river quality.

Wet autumn

The autumn 0f2022 was wetterthan
average. November was aparticularly wet
month, withsome areas in our region
having double the average rainfall

The re-wetting ofthe ground caused
further movement and more leaks as well
as increasing hydraulic floods by 140%
over target.

Winter freeze/thaw

In December, we experienced one of the
most significant cold spells since 2010.

The prolonged cold spell before
Christmas enckd with a rapid thaw which
caused a surge of leaks as the pipes were
affected by the sudden change in
temperature (a variance of17°C in one
day between 17 and 18 December 2023.

As a result, ourmains repair volume in
December was 46% greater than at ag
equivalent time in thelast ten years.
However, having learned lessons fronthe
Beast from the Eas®veather event our
customers experienced less than 10% of
the supply interruptionsseen in 2018.

Early part of 2023

This was followed bya period ofintense
rain in January, which sawsome areas
having roughly half their average rainfall
for the month in the first two weeks,
causing asignificant increase in pollution
incidents due to power outages.

We operate in one of the most densely
populated parts ofthe UK and ar
infrastructure sometimes struggles to

cope with the volume of sewage that is put
into it, particularly during periods of heavy
rainfall.

Our performance was further impacted
the following month when England had its
eighth driest Februarysince earliest
records began in1836, and its driest since
1993.

How this compared with2021/22

In 2021/22 we were affected by different,
but equally significant, climatic events. fie


chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https:/www.thameswater.co.uk/media-library/home/about-us/performance/river-health/river-health-report.pdf
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speed and severity ofthe rainfall which fell
during the two stormsLondonin July 2021
was the main cau® of sewer flooding.
Theseevents overwhelmedthe current
design capacity of the below ground
systems.

We estimate that these events alone
added an additional £20m to our2021/22
Out come Del i veDly)
positionas declared inour Annual
Performance Report last year

It is pertinent that theEnvironment Agency
( EA° has chosen to exclude the impact
of Storm Eunice (in February 2022) from
ourp o | | uincidenmts @igormance
metric for this reporting period.

Conditional allowances

For AMP7, Ofwat conditionally permitted us
a £300m allowance to enhance the
performance ofour London water network.

The allowancewas provisionalon us
delivering an agreed scope of work through
a gated process, and on a substantial
contribution from shareholders tahe cost
of the improvement works

INnNovember 2022, Ofdwa 't
met the requirements andwe committed a
significant shareholder inestment of

£400m that will benefit customers across

the region through investmentn water

supply.
This funding bast will allow us to replace

112km of our leakiest water mains pipes
across London.

To reflect how this will impact on our
performance, our performancetargets for
mains repairs and leakage for the last two
years of the AMPhave been updated as
follows:

2 Per 1,000 kmsof mains

|l ncen

Mains
repairs®

254.8
254.7
251.1
249.3

Year Leakagée®

Was 17.4%
17.4%
20.4%

20.5%

23/24
Now

Was
24/25
Now

tive (
With Ofwat's approval

three new performance commitments for
the 2020-2025 price control period.

These are

Trunk mains renewal (in period
penalty 2023/24 onwards)

Future London grategy (in period
reputational 2024/25 only)

London data validation work streams
(in periodreputational2023/24
onwards).

We are also progressing our Water Supply

we G

System ResilienceRProgr amme

conditional allowancewhich we intend to
submit to Ofwat in lly 2023. If approved,
the WSSRP conditionahllowancewill

deliver major asset resilience improvements
to some of our key assets at Coppermills
and Hampton Wager Treatment Works.

TP es T WRSTunnel

We have six Thames Tideway Tunnel
('TTT) performance commitments.The
tunnelis being constructed by Bazalgette
TunnelLimited to tackle the problem of
overflows from the
sewers for at leastthe next 100 years.

We ®r eonsibke $or the connection works
to our existing network.

s Three year aveage reduction

capital
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About our performance
targets

Whatw e ®mneasured against

We measure our performance against a set
of targets we agreed with Ofwat as part of
our Asset Management PAn ( AMP°). The
water industryworks in fiveyear regulatory
periods, otherwise known as arAMP

period. AMP7 covers the period from 1 April
2020 to 31 March 2025.

For AMP7, we have55 (2021/22: 52) PCs:

15 Ofwat defined ¢ o mmo n °
where our performance $
benchmarked against other conpanies

PCs

37 bespoke® PCsthat we designedto
help us focus onour key customer
priorities

3 b e SACsrklaing toour
conditional allowances

What happens if we fail to meet our targets

If we perform better than the targts that we
have been set, wecan earn a financial
reward. When we fail to meet a target, we
incur a financial penalty.

Both penalties and rewards wi adjusthow
much customer revenuewe can collect for
our water, wastewaer and retail services.

Some PCscan incur both rewards and
penalties while others arereward or penalty
only.

These arealso known as outcome delivery
incentives (ODI°) and the amount we pay
orreceivedepends on how far
missed or exceeded the taget for an

individual financial peformance

commitment, and specfic calculation rules

set by Ofwat.

Our ODls are calculated in a number of
different ways.Some calculationsreflect
how we performed withinthe regulatory
year, some our performance in a céendar
year, whileothers are based on our
performance across theAMP.

Not all ourPCs have a financial reward or
penalty attached to them.Some are
reputationalonly to recognisethe impact
our performance canhave onthe reputation
of the company.

We know that our operational performance
is unacceptable, and we are canmitted to
improving it. We publishedour action plan
to improve performance on our websitein
April 2023.

On the following pages, we

explain how T k 1 pexformed

against each PC target and,

where a target has not been met,

l ePT Tk1nk WBRuO TB
performance .

0«


https://www.thameswater.co.uk/about-us/performance/action-plan
https://www.thameswater.co.uk/about-us/performance/action-plan
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How we performed against our targets in 2022/23

Performance Met
PC Type 20/21  21/22
Common 5 7
Bespoke 21 22
Additional PCs - -
Total 26 29

Rewards/Penalties (in £m)°

Water quality compliance

Water qualiyy events

Leakage

Water supply interruptions

Mains repairs

Pollution incidents

Sewer flooding

Unregistered household properties
Empty household properties
Clearance of blockages
Renewable energyproduced
Treatment works compliance
Environmental measures delivered
Security of Supply (So9)

Sewer collapses

Reducing risk of lead

Empty business properties

Total net penalties

22/23
4
22

26

20/21

-0.898
2.671
10.120
-1.058
-2.739
-10.560
-0.211
-0.308
-5.223
-1.370

0.015
0.549
-29.252

Not met

20/21  21/22  22/23
8 6 9
13 12 12
21 18 21
21/22 22/23
-1.262 -16.043
- -0.142
- -8.908
-6.956  -20.022
8.714 -16.674
-1.433 -9.345
-28.831 -5.531
-0.211 -0.211
- 0.231
-6.410 -8.811
0.725 2.096
-0.123 -
-0.667 -
- -0.224
- 0.340
0.429 0.689
0.497 0.278
-35.528  -82.277

Total No Total
target target number
22/23 22/23 22/23
13 24 15
34 3 37
- 3 3
47 8 55

While n ot ODIs, in
2022/23 we also
received penalties of
d43.121mfor C-MeX
and d&3Y | ¥ npDéNfeX.
(2021/22g T BIp®U

4 C-MeX and D-MeX measures therelative performance & companies They are common PCSs.
5 For 2022/23 onwards relating to our conditional allowances)
¢ All rewards and penalties are stated at 2017/18 prices
70ur 2021/22 penaltyincludes the impact of the London flooding of July 2021, a 1 in 20Qear weather event. If this

was excluded our penalty would be c.£20ntess
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Alphabetical index of our performance commitments

Abstraction incentive mechanism
Acceptability of water to consumers
BSI for fair, flexible inclusive services
Clearance of blockages

C-MeX

Counters Creek

D-MeX

Drainage & wastewater management
plans

Empty (void) household poperties
Empty business properties
Enhancing biodiversity
Environmental measures delivered
Households on our social tariff
Installing new smart meters in London
Internal sewer flooding

Leakage

Mains Repairs

Natural capital accownting

Number of water quality events
Per Capita Consumption

Pollution incidents

Power resilience

Priority services

Proactive customer engagement
Properties at risk of low pressure

Reducing risk oflead

50
44
47
47
23
54
36

50
40
40
53
51
39

32
25
30
54
44
27
33
46
24
42
41
45

Renewable energy produced

Replacing existing meters in London

52
48

Responding to major trunk mains bursts45

Risk of severe restrictions in a drought 37

Risk of sewer flooding in a storm
Satisfied vulnerable customers
Securing our sites (20D25 projects)
Securing our sites (legacy projects)
Security of supply index

Sewage pumping station availability
Sewer collapses

Sludge treatment before disposal
Smarter Water Catchment Initiatives
Surface water management
Treatmentworks compliance

TTT Critical asset readiness

TTT Effective stakeholder engagement

TTT Effective system operator

37
39

58

TTT Managing early hand back of land) 59

TTT Maximising value of land sales
TTT Readiness of Beckton STW
Unplannedoutages

Unregistered household properties
Water quality compliance

Water supply interruptions

WINEP Delivery

59
57
31
41
29
28
51



Common performance
commitments
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C-MeX

Customer experience and satisfaction
out of 100 through acustomer survey®

B ACiual score (ot of 100} M Position inindustry

How we’ve done

Our ability to drive customer satisfaction
this year has been affected by

1 General concerns about water
companies environmental performance

i Our plannedphasing out of our
outsourcing partners

We expect to see some further deterioration
in our C-MeX score aswe®e now
publishinglive storm discharge andevent
duration data on our website.

As the only water compaly publishing this
information, we have been recognised as
industry leading by CCW and praised ¥
external stakeholder groups as a step
change in transparency over this topic.

How climatic conditions impacted
our performance

Unprecedented weather extremesin the
year have resulted ina range of operational
issues (e.g. increased bursts andpollution
incidents) that have adverselyimpacted on
customer perception.

We have also seemegative media
sentiment regarding thetemporary usage
ban( hose pinpaositiob faom© )
August to November 2023.

17th 17th

What we’re doing to improve our
performance

In 2024, we will migrate to new outsource
partners for digital customer contact, back
office servies, document handlingand post
services.

We will focus on improving basic customer
service in operations, driving improvements
across no water, visible leak, blockage, and
sewer flooding. Our PR24 planninghas
customer focused objectives, including (but
not limited to) an increase in first time issue
resolution, improvements to case
management of customers more proactive
communication, and a drive to enable
customer excellence through an engaged
workforce.

We confirm that we comply with the GMeX
reporting requirements with regard to the
provision of at least five channels (including
three online) for customers to contact us

R« JzT Ry O
but, as it contributes to our
C-MeX score, we provide more
information inthe s! 1T Bz T
customer com plaints |
later in this document

8 The 17 largest water companies in the industry take part in two equally weighted monthly customer
surveys (cusbmer expenence and customer satisfaction). The results are used to calculate rewards or
penalties based on the relative performance of the company.

I BWAUBCRY Tph RP

bkl TRBY


https://www.thameswater.co.uk/about-us/performance/river-health/storm-discharge-and-event-duration-monitoring
https://www.thameswater.co.uk/about-us/performance/river-health/storm-discharge-and-event-duration-monitoring
https://www.thameswater.co.uk/help/water-restrictions
https://www.thameswater.co.uk/help/water-restrictions
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Priority services

% of customers on our priority service registér

180 ~ 17.0 93_0 93. 90.0 90.
4.0 3.0 . : 45.0 GXE il 35.0
50 62 40 50 ey -350
Actual reach Target reach Actual contacts ~ Target contacts  Actual Attempted Target Attempted
contacts contacts
m20/21 m22/23

How we’ve done
We ®met our target this year.

We continue to grow our Riority Service
Regig e PSK jhrough targeted email
and social media campaigns, our work with
third sector partners, data sharing
partnerships, our proactive wer 80s
campaign andenhanced identification
processesin our contact centres.

We®e alsointroduced adigital todl to
improve the profiling ofour check in
process, so that we make sure that
attempted contacts are made while
avoiding peak demand periods such as
annual billing.

What we’re doing to improve our
performance

We® continue our efforts toundertake daa
sharing with partners and increase our
reach.

We® look to assess opportunities to
increase our actud contact response rate
above the required minimum target and
revise our policy for the appropriate action
for customers where no contact has been
received within 6 years This willsupport us
in holding accurate data and providing
customers with the rightlevel of support.

Thi s I s the % of all
we contact them.

10 The restriction of water usage in the summer 2022 drought resulted in a review of certain PSR needs

Individualsregistered by service type:

Service® Number
Communication 39,830
Support W|th_ moblllty and 308,748
access restrictions

_Support Wlth supply 344.534
interruption

Support with security 10,688
Support with otherneeds 47,500

Total individualsregistered' 365,774

Register movements in year:

Individuals Households

At Mar 2022 291,135 284,379
Additions 105,430 104,953
Removals (30,791) (30,433)
At Mar 2023 365,774 358,899

househol! ds i n our r egpiteon

codes and drove an additional 10,000 PSR registrations.
1 An individualmay be registered for more than one service.

a
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Leakage

% reduction in leakage using a 3year average from
the 2019/20 baseline* 02 107

141

How we’ve done . .
I Increased repair and maintenance

We ®missedour target this year team capacity to 240 teams (480

This is in Pite of us meeting our leakage people), supported by 100additional

targets 2 for both 2020/21 and 2021/22. enabling, logistics and sipport
resources

Our three-year averageactual for 2022/23 _

was 602.2 MI/d representing a 1.7% I Took learning from the Beast frpm the

reduction against the AR20 baseline of East to support our customers in how

674.4 MI/d, as restated in AR22 reporting. they can identify, report and repair
leaks on their pipes

Our annualaverage leakage was 619.7

MI/d against the target of 550.9 Ml/d ' Extended our workingpatterns and

_ _ adjusted elementswithin our policies,
20.5%" reduction targetbut know that we (CSL°) selffix parameters, to find and
have a lot to do to improve our fix leaks more quickly
performance.

9 Built a plan to managethe potential
In response to thesummer drought, we impact of a more severe winter

immediatelyenacted a substantial and _
ambitious Leakage Recovery Plan LRP°) ' Introduced an experiencedleakage
With theinitial focus to develop an eneto- Recovery Programme Managem

end planto reduce and repair the leakage November 2022 to support the endto-
outbreak, we: end drive on performane

1 Enhanced and improved upon our 1 Adjusted our ways of working across
Director-led, daily, weekly, biweekly our end-to-end find and fix business
cadence of meetingswith executive (leakage detection, planningand

scheduling, and repair & maintenance)

to create local ownership, fostering
T The Thames Water Board approed collaboration andcontrol.

funding of £65m, above our initial IBP
to support the delivery of the LRP

sponsors and hdependent reviewers

2 As part of our LRIIPwe continue to look for data quality and reporting methodology improvements. It is
likely that we will recalculate both our baseline and leakage outturn next year as we seek to provide the
most accurate and complete view of our leakge performance.

13 All leakagenumbers are quoted postmaximum likelihood estimation YILE)

“ Increased from 20.4%a s part of Ofwat ®s approval of our PR1I9 co
performance of our London water network in Fetuary 2023.
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In 2022/23, we fixed 66,896 leaks
(compared w ith 61,671 in
2021/22). This equates to one
leak being fixed almost every 7
mins 45 seconds

The higher leakage levels this year are
despite having significantly increased
output of detection and repairof leaks.

Compared to 202122, we repaired 9%
more leaks and repairs on our burst mains
increased by 54%.

We prioritised our work based on the leaks
that matter the most to our customers. This
resulted in repairing 36% more visible leaks,
which meant we saved more water as these
leaks tend to be bigger.

In April 2023, a new Head of Leakage
joined the business to oversee all elements
of leakagereduction as well asour long-
term reduction strategy.

How climatic conditions impacted
our performance

At the beginning of July we were broadly
tracking in line withour Year 3 trajectory.
However,the hot summer, with record high
daily temperatures and prolonged dry
weather, meant we had to runmany ofour
water supply sites and pumpsat full
capacity to accommodate the large
increases in customer demand.

The prolorged dry weather caused the
ground to move as it dried out, which

placed stresses on our buried pipes, leading
to an increase in breaks and leakage.

During December, our leakage

performance wasfurther impacted by the
substantial freezethaw eventwhen

minimum temperatures moved rapidly from
a prolonged period of below freezing to 10.9
degrees in air temperature.

What we’re doing to improve our
performance

We®ve set ambitious
performance, including more leakage
focused repair teamson the ground and the
installation of more smart meters to improve
our understanding of consumption.

Our recently launched Leakage
Transformation Programmg L Tséts’ oyt
to improve our ability to tackle leakage and
bring our performance back on track.

The programme has been structured under
three key themes:

2 new tools to
make better use of data to allow us to
prioritise leaks and reduce repair times.
We ®1 | i mprove our
boost local ownership; and implement
systems and processes to help detect
more leaks through educational and
awareness campaigns

install more meters in larg buildings,
such as blocks of flats to improve our
understanding of consumption across
different propertyt y pes, and
smart meters in areas where there is a
high demand for water

2 changing
our ways of working b deliver sustained
leakage management ando set us up
for long term success. A new leakage
operating model will result in coordinated
decisionrmaking, improved awareness
across our network, and will focus on
delivering improvements in the most
effective and efficient way possible

Learn more about our leakage
commitment here.

target

ways o0

we ®1 |


https://www.thameswater.co.uk/about-us/performance/leakage-performance
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Per Capita Consumption

Three year average % reduction in the

average water usage of household customers

How we’ve done
We ®migsedour target this year.

This is a PC where our performance is
assessed at the end of AMP.

Our three-year rolling averagé® Per Capita
Co ns ump PGCCd perfdrmance for
2022/23 is 146.0 Ml/d. Whilst we have not
met the target, we have seen a slight
reduction in our consumptionlevels.

Our inyear actual PCC is now much closer
to the WRMP forecast than previously.

We believe that some of the reduction in
usage is due to the cost of living crisisas
people reduce their hot water consumption
to reduce energy bills.

We also implemented a Temporary Use Ban
( TUB®) in August 2022 and media
coverage of thedrought encouraged a
further reduction incustomer usage.

We continue to experience postCOVID
hybrid working changes in the balance of
household versus bugness water use.

Whilst we increase smart meter penetration
and increase our targeted water efficiency
engagement, most factors impacting
consumption are external and outside of
water company cantrol or direct influence.

How climatic conditions impacted
our performance

We experienced unprecedented peaks in
water demand across thesummer.

15 2020/21,2021/22, 2022/23

| Actual

0.0

What we’re doing to improve our
performance

We ®@dntinue to roll out our smart metering
programme, which willpositively influene
customer behaviours and redue
consumption.

The smart meter data we collect will be
analysed to proactively engage with
householdsand businessesto drive water
efficiencies, reducing both their bills and
resource consumption.

Our water efficiency campaigns

We® virgroduced a sectorleading
environmentalincentive for developers,
offering financial incentives to increase the
water efficient performance of fittings and
appliances in new homeslt also enables
greater take-up of water reuse technologies
(rainwater harvesting and greywater
recycling) and offers a route to achieving
water neutrality for any new residential
development in our supply area.

Before and during thesummer, we will
increase our water saving messages across
our channels (using emails andext
messaging to help customers know how to
save water.

We ®r e
customer campaign across all media
channels to highlght our water resource
status and water efficiency benefits.

We @lkd develop regular and proactive
direct customer engagement through an
enhanced digital platform.

Target

i mpl emenRron'i ng an

a l

V
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Water supply interruptions

Lengthoftmeour cust omer s
water® (in mm:ss)

What we’re doing to improve our
performance

How we’ve done

We ® migsedour target this year. ) ) )
We®e investing £12m on water production

Our 2022/23 performancehas been resilience, focusing on power resilience,

of significance S . .
We will minimise the impact of operational

I 05:49 Oxford Event October 22) incidents by creating a fulitime incident
1 02:06 Belsize Road, NW6 December managementteam and by making surethat
22) we have 24/7 capacity to deliver bottled

_ water to our most vulnerable customers.
1 01:44 Netley Mill WTW August 22)
We plan to make more use of tankersad

ﬂ 00:54 Ladymead WTW NovemberZZ) bring customer back in sjpply

1 00:44 New Mill Lane, OX29(July 22). We®e analysing data from ourpressure
Excludirg these evens, our overall outturn loggers to understand impacts during

is much closer to ourtarget at 08:38. supply interruptions.

How climatic conditions impacted

our performance Review of prior years’ reporting

Whilst our underlying performance is This year the line definition for this PC has
improving, the asset health of our network is been updated to clarify thatcompanies

fragile, and the dramatic range of should report interruptions tkat are greater
temperaturesexperienced in the year than or equal to three hours duration.

caused a series ofexceptionaloperational _ .
incidents. We®ve reviewed our prior 'y

have notidentifieda needto restate prior
years @erfggmance.

We also confirm that our reporting excludes
any supply interruptions tocattle troughs as
required by Ofwat

¢ This istheawer age number of minutes our customers don®t ha
hours or more.
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Water quality compliance

Measured with theCompliance Risk Index ~ ¢ R (N °°° I °°°

the annual aggregated score of our level of
treated water compliance incidents!’

How we’ve done
We ® wmigsed our targetthis year.
This is a calendar yeameasure.

Our CRI performancethis yearhas been
affected by four microbiologicalincidents
caused by ingress into the contact tankat:

1 Coppermills WTW February2022)

1 Hampton WTW Geptember2022 2 three
incidents).

These incidentsalone contributed 8.87 to
our overall figure.

The size of these sites means that any
incidents have a much greater impact on
overall performance than an equivalent
incident at a Thames Valley site.

Theseincidents have been assessed as
being unlikelyto impact on public health.

When an incident occurs, the
cause is investigated and
assigned a score between

0 and 5. The individual failures
are aggregated into an annual
score.

mActual

10.96

242 2.59

What we’re doing to improve our
performance

Key operational initiatives include the
coliformze r o ® turbiditdze + 0 ®
improvement plans, which focus on
reducing risk at the large London process
plants andfocus oningress.

In 2022/23 we took immediate action to
cover our contact tanks at both Hampton
and Coppermills WTWs to address the risk
of ingress whilst major capital improvement
schemes areon schedule for completion in
2023/24.

In addition, our investmentprogramme ains
to maintainor improve our assetsghealth.
For example,in 2023/2 4, we wi |

it ® pl an andaddressingwéter i n g

quality risks across six sites (Fobney,
Netley, Kempton, Coppermills, Ashford &
Hampton).

We willalso continue to develop our training
and competencyand make surethat we
have clear and up to date procedures and
documentation.

17 This measure aligns with the current risibbased approach used by the DWW/

Target

r ol
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Mains Repairs

316.8

269.6 265 ekl 258.5

Number of repairs we have made to the
network per 1,000 kms of mains'®

How we’ve done What we’re doing to improve our

_ _ performance
We ®migsedour target this year. o _
) ] o ] We initiated our leakage recovery plan in
Mains repairs have signitiantly increased late summer, significantly increasinghe
from last year which means we are doing leakage detection activity and mains repairs

more work thananticipated. undertaken to control overall leakage.

Over the next three years we will sperd

How climatic conditions impacted close to £200m replacing water nains most
our performance prone to bursting.

Lastsu mmer ®s dr oamght <cr e aqu%.cal.m systems programmeenable_s us
unprecedented -soil mo iodroffipeour pains {e[%lqemq@tusm\glj t h
ground drying out which contributed to a data on burst frequency, su_p_ply interruption
significantincrease invisible leals requiring hotspots and leakage sensitive areas

burst repairs. We®e investing in more surge loggers to

The wet autumn andDecember freeze/thaw proactively identify and addresspotential

that followed meant further ground bursts.
movementand an increase in the number of Weee still developing our2023/24 mains
bursts on our network. repair strategy, but it will build on the

ongoing mains rehabilitatiorand our
response to this year ®s c¢h
conditions.

For example, our mains repair volume in
December was46% greater than at any
equivalent time in the last ten years.

The drought also meant that we saw an
increase in demand and had to pump more

water through our pipes at higher rates, The more repairs we make,

causing more leaks the worse we perform against
this target. Howeve r, we will
always prioritise customer
needs.

18 Our targets have beenamended for 2023/24 and 2024/25 as part of Ofv a t appsoval of our PR19
conditional allowances to enhance the performance of our London water network igebruary2023.
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Unplanned outages

% of water we were unable to supply due to
unforeseen circumstances®

How we’ve done
We ®met our target this year.

This is ourthird year of outperformance
againstthis target.

Our outperformance reflects prompt
operational responses to events.

The drinking water quality driven enhanced
inspection programme and refurbishment of
treated water structures, enhanced hazard
review assessmetis and public health plan
have a synergistic benefit on unplanned
outage.

What we’re doing to improve our
performance

While weconcentrate on all unplanned
outages, we arepatrticularly focused onthe
reliability and resilience obur five London
works as they contribute over 60%
weighting to this measire, and they are
critical to our continued outperformance.

We areoperationallyfocused onachieving
longer-term improvements through asset
criticality assessments, regular site trip
reporting and responsereview, and a tool to
assist with alarm management.

These improve our operational response to
asset events to manage he system and
keep customers in supply.

19 This is water we were unable to supply to our customers because of an unforeseen deterioration or
failure of the assets we use to surce and treat the water.

mActual = Target



Our performance

32

Thames Water Amual Performance Report 2022/23

Internal sewer flooding

Number of internal sewer flooding incidens
per 10,000 sewer connections

How we’ve done

We ®missedour target this year.

Our underlyingperformance is much
improved from last year, but we havestill
missed our target.

How climatic conditions impacted
our performance

Our performance has been affected by o n e
off  w e a everdst particularly in London
where the built-up environmentmeans

heavy rain fall causes more sewer flooding
than in the ThamesValley.

For example, the $orms in August resulted
in hydraulicfloods being 600% over target
while the wet Novemberincreased hydraulic
floodsto 140% over target.

What we’re doing to improve our
performance

We®e conducting a review of planned
activities and focusng on blowbacks and
repeat floods, both of which should be
preventable

We willimprove triaging at the first
customer contact point and also data
collection at the first touch point from the
engineer.

This willallow quicker investigation and
more efficient and accuratescheduling of
follow~on work, whilst also allowingour
teams more time to analysis floods and
identify trends to improve proactive options
to prevent flooding.

mActual ®Target
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Pollution incidents

Number of pollution incidentsper 10,000km

of our wastewater networkthat pose a danger

to the environment

How we’ve done
We ®migsedour target this year
This is a calendaryear measure.

Based on the latestupdate from the EA, we
had 331 pollution incidents® in 2022.

How climatic conditions impacted
our performance

Our performance has been adversely
affected by the summer drought which
caused lower flows in rivers resulting in
discharges having a greatelimpact than
they would otherwise have done.

As we operate in one of the most densely
populated parts of the UK our infrastructure
sometimes struggles to cope with the
volume of sewage that is put into it,
particularly during periods of heavy rainfall.

During the intense rain in January, and
storms in February 2022 we also
experienced power outagesand, in some
instances, were unable to operate our
pumps. Thisled to an increase in pollution
incidents.

It should be notedthat the Environment
Agency ( EA° has chosen to exclude the
impact of Storm Eunice (seven incidents in
February 2022) fom our pollutior®

W Actual W Target

30.37

26.67 NOWEHN 2487 NOSNA 23.00

performance metric for this reporting
period.

What we’re doing to improve our
performance

Our plans for improving our performance
are setoutinourP o | | ulncidemtn ® s
Reduction Plan ( PIRP’), which we are in
the process of updating and will publish a
revised version later in the year.

As well as rolling out the PIRhitiatives we
will deliver a transformation plariocused on
additional trainirg and changes to our
existing processed.

The EA has provisionallyassessed our2022
Environmental Performance Assessment
(EPA°) as 2-star (out of 4) 22,

You can find more details in our PIRP

N 1 "“; 4 “.' % o
y ‘."

Pollution Incident
Reduction Plan @

20 This excludes seven incidents relating to Storm Eunice that the EA has state@n®count in our total.
21 Per the EA® provisional EPA letter dated 26 May 2023.


https://www.thameswater.co.uk/media-library/home/about-us/regulation/pollution-incident-reduction/pollution-incident-reduction-plan-year-three.pdf
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Sewer collapses

Number of sewer collapsesper 1,000 km of
sewer network

How we’ve done
We ® met our target this year.

We have met thetarget for this performance
commitment for thethird successive year

This consistent level of performance follows
the implementation of the new collapse
reporting definition in year 1 of AMP7 and
an increased planned sewer rehabilitation
programme in AMP7.

B Actual ™ Target

What we’re doing to improve our
performance

Planned programmes of gravity sewer
CCTV survey and rehabilitation will continue
in year 4,together with a new delivery

model to allow afaster turnaround between
the identification of sewer defects on CCTV
surveys and the delivery of planned
rehabilitation solutions from a wider pool of
skilled contractors.

We will alsoprioritise investment inthe
planned rehabilitation or replacementf
rising mains

In the longer term, our digital team is
scoping a project that willcentralise the
sewer collapse and rising main burst history
data, enabing better asset deterioration
analysis and longterm planning

22 This is the number of sewer collapses or breaks which have pacted our customers or the
environment, and where we have replaced or repaired the pipe.
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Treatment works
compliance

% of our treatment workscompliant withtheir

discharge permit conditions

How we’ve done
We ®migsedour target this year.

This is a calendar yeameasure.

Although we havemarginallyfailed to meet
our target for 2022, we will not receive a
penalty (as it is above the deadband).

We have had two numeric failures this year:

1 Chalgrove STW ammonia failure(May
2022)

1 Fobney WTW pH failuréFebruary 2022).

Senior incident reviews have been
conducted for each of thesefailures and
actions agreed to mitigate the risk of similar
occurrences. Each review identified
different causes.

Progress on the agreed actions is reviewed
at the monthly compliance and pollution
steering group which is chaired by the
operationalleadership team.

99.74

mActual ®Target

100.00

98.96

What we’re doing to improve our
performance

Over the next two years,we will continue to
investin sewagetreatment plantsand
sewers, including significantupgrades to
wastewater treatment plants and sewerage
networks to reduce storm dischargs and
pollution incidents.

It will help Thames Water achieve its
commitment to reduce the total annual
duration of discharges by 50% by 2030
compared to the 2020 baseline. This
commitment includes an 80% reduction in
discharges in particularly sensitive
catchments.

Despite a detailed investigationno
definitive root cause was identified for th
pH failure. However, we have identified
actions to improve our processeggoing
forward.

We are investing record sums in
upgrading our sewer systems
and treatmen t works and are
striving every day to reduce

the discharge of untreated
sewage into our rivers
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D-MeX

Customer experienceout of 100 through
customer survey and actual performance®

How we’ve done

Despite stable performance on this
measure, the sustained improvements of
other water companies have impacted our
league position.

Inthe year, we were ending the existing
contractor partnershipin placein the
Thames Valley areaWe experiencedsome
issuesduring this period as the handover
was taking place.

What we’re doing to improve our
performance

We regularly reviewthe quarterly qualitative
survey datawith senior and operational
stakeholders within the businessto identify
and implement improvement masures.

We®e establishing rew service delivery
contracts for ourdeveloper markets,
replacing the outgoing agreementand
aiming to embed and sustain further
improvements through this

From April 2023,w e ® v e envaotraental
incentive discounts more accesible to
developers that include water efficieng
elements in their designs.

A new workflow management systenwill be
deliveredby the end of 2023/24.

23 The 17 largest watercompanies in the industry take part in a monthly qualitative customer satisfaction
survey (50% of the measure). The remaining 50% is how we p@rm against selected Water UK service
level targets. The results are used to calculate rewards or penalties basen the relative performance of

the company.

B Al score (ot of 100} B Position inindustry
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Risk of severe restrictions
iNn a drought

% of customers in our region at risk of
severe water restrictions during a 1in-200-
year drought

93.9%

How we’ve done
We ®migsedour target this year.

This measurehas been adversely affected
by our performancein leakage, mains
repairsand PCC.

This AMP, we forecast thatthe Swindon
and Oxfordshire( SWOX°) water resource
zone would be in surplus.

However, the level of demand inthat area
over the past yeas has exceeded what was
forecast, resulting in a deficit partly due to
the weather and partly dueto changing
habits sincecovid as more people continue
to work from home.

What we’re doing to improve our
performance

Our performance of this measure will
improve as components of ouraction plan
deliver our turnaround

Risk of sewer flooding in a
storm

% of the population at the risk of sewer
flooding in a storm fran a 1 in 50-year
storm

10.25% PROE2S% 10.25% PROC2S%6S 10.25% SIOL25%%

How we’ve done

We ®met our target this year.

What we’re doing to improve our
performance

The key factor that may change our
reported performance in this AMP will be
the opening of the Thames Tideway Tunnel.
Other than that, we have no major flooding
schemes planned

mActual = Target



Bespoke performance

commitments

38



Our performance

39

Thames Water Amual Performance Report 2022/23

Satisfied vulnerable
customers

satisfaction levels of customers who are on
our priority services register(%)

20/21 21/22 22/23

How we’ve done
We® vnassed our target this year.

There have been no changes to service
delivery, butw e ®immroved slightlyas

w e ®updated the customer satisfaction
measurementfrom1-5 to 0-10 to align with
C-MeX customer surveys?* increasing the
data diversity.

What we’re doing to improve our
performance

Our wider C-MeX improvement plans will
drive continued achievement of this
performance commitment

These measures incentives us to
be there for our customers when
they need us. You can find out
more on our social tariffs in
Table 2N on page 152.

mActual ® Target

Households on our social
tariff

households receiving supporfrom our
social tariff

20/21 21/22 22/23

How we’ve done
We ®met our targetthis year.

The introduction of a newincome and
expenditure assessment for customerdas
had a positive influence on our social tariff
growth this year, while the cost-of-living
crisis has helped to increase both
awareness and demand for our social tariffs
and related support.

The rapid growth in househdds on our
social tariffsince 2020 is due to our
engagementwith local authority and
housing associations. We have now
reached two thirdsof the eligible population.

What we’re doing to improve our
performance

We ®@dniinue collaborating with partnersto
share data, provide targeted proactive
support and optimise the criteria for social
tariffs.

Future growth will be reduced as we
engage with customers who are hard to
reach or new to financial pressures

We®e expanding criteria forour social tariff
so that those spending a higlproportion of
net income on water can obtain support

24 This change of approach has been agreed with Ofnta
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Empty household
properties

% of empty household properties
in our billing system

20/21 21/22 22/23

How we’ve done
We ®met our target this year.

We recruited avoids management team at
the start of 2022/23who have made good
progress this yearin reducing the number of
properties listed on our-empty®latabase.

What we’re doing to improve our
performance

The increase inthe number of serviced
apartments andAirbnb type properties has
proven challenging when tryingo bill an

end user, and we are currently working on a
longer-term solution to address this.

The cost of living crisis is suspected to have
had an impact on customers informing us
that they've moved inb properties,
increasing reliance onour voids recowery
processes.

Empty business
properties

Properties billed that were previously on
listed onour system as empty (nr.)

20/21 22/23

How we’ve done

We ®met our targetthis year.

What we’re doing to improve our
performance

We® tohtinue to positively engagewith
retailers, as well as makinggreater use of
outputs fromof our external data matching
partner.

These measure s incentivise us to
make sure that all properties

that we should be biling are
registered on our systems and
billed for their water usage

mActual ® Target
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Unregistered household
properties

How we have done against our plan to
identify households that are not being billed

20/21 21/22 22/23
not not not
completed completed completed

How we’ve done

We ®migsedour targetthis year.

What we’re doing to improve our
performance

We have plans in place to achieve this
target over the next 2 years of the AMP.

Properties at risk of
receiving low pressure

How many properties are receiving, or at
risk of receiving low pressure (nr.)

20/21 21/22 22/23

How we’ve done

We ® meat our target this yearfor the third
consecutive yearby carefully managing the
impact of supply and demand during the
drought.

In previous years the exceptionaldemand
would have had agreater impact on this
measure.

What we’re doing to improve our
performance

We will @mntinue to focus on resolving
customer issues more quicklywhile also
giving regional teamswith local knowledge
more responsibilityfor tracking and
resolving each case

Low water pressure affects our
customers by slowing the
amount of water coming out of
the tap so that even simple
things lik e filling a glass with
water takes longer.
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Proactive customer engagement

Number of times we proactively contact customers

in the year®

How we’ve done
We ®migsedour targetthis year.

As part of business prioritisation, adecision
was taken to scale back activity in this area

Currently, most of the proactivecustomer
engagement activity is focusedon London,
due to the greater proportion of customers.

What we’re doing to improve our
performance

We conthue to develop and implement
enhanced digital customer engagement
capability (e.g. smart meter portalso that
we can proactivelyemail engagement to all
smart metered householdsand longer term
to all households.

Our PR24 planembeds digital customer
engagement and proactive targeted water
efficiency visits as part of the effort to meet
demand reduction targets.

The table summarise our proactive
engagement with our customers in the last
year.

mActual = Target

20/21

Activity

Smarter home vsits
Smarter business
visits

Smarter home
wastage visits
LAHA? visits

Proactive smart CSL
repairs

Greenredeent’

NHH fat, oil and
grease (FOG) visits

School visits

Digital smarter home
visits

Digital education
visits

Digital portal
engagements

Proactive lead pipe
replacements

TOTAL

21/22
20,993

3,688

2,293

2,183
8,622
7,874

173

3,667

126

14,496

64,115

22/23

22/23
2,366

387

300

2,607

669

15,825

43

13,389

35,586

25 As part of this PC we also committed t@ublishing a net promoter score). However since éMeX

replaced NPS as the customer satfsfaction measure, ware unable to provide this information.

% | ocal Authority Housing Associations (LAHA®) - discontinued after2020/21.
27 The Greenredeemscheme motivatesour customers to reduce water consumption, throughbehaviour
change, by winning prizes, donating to charities and redeemingift cards.


https://www.greenredeem.co.uk/water-customer-engagement/
https://www.greenredeem.co.uk/water-customer-engagement/
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Securing our sites
(202025 projects)

% of 28 borehole sites wehave made
SEMD compliant

0.0 0.0

20/21 21/22 22/23

How we’ve done
We ® met our target, this year.

This is a PCwhere our performance is
assessed at theend of AMP.

We ®dekvered 15 projects so far in this
AMP and are ahead of schedule

What we’re doing to improve our
performance

We introduced a new governance structure
at the start of AMP7which hasimproved
the outputs.

This, together withimproved dialogue with
our suppliersand contractors, means that
we are on target to deliver all the outputs for
AMP.

Security and Emergency

directive s (sSEMD) are notices
issued by Defra under s208 of the
Water Industry Act 1991 , about
national security or the need to
mitigate t he effects of a civil
emergency.

B Actual W Target

Securing our sites
(legacy projects)

Percentage of 264 AMP6 sites we have
made SEMD compliant (%)

20/21 21122 22123

How we’ve done
We ®met our target this year.

Thisis a PC where our performance is
assessed at the end of AMP.

We ®dekvered 180 projects so far in this
AMP and are ahead of schedule

What we’re doing to improve our
performance

At Hampton WTW there was a delay to
planned works due to the contact tak
leaking, but a workaround has now been
found and progress continues

We continue to work collaboratively across
the delivery teams to provide the most
efficient and costeffective approachand
are on target to deliver all the outputs for
AMP.
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Acceptability of water to Number of water quality
consumers events

Ti mes we®ve b&en cont acyWagdqualty events categorised as 3, 4

customers about their waterper 1000 5 by the DWI that impact customes (nr.)
population

20/21 21/22 22/23 20/21 21/22 22/23
How we’ve done

How we’ve done

We ®maet our target this year We ®migsedour target this year.

This is a calendar year measre. This is a calendar year measure.

Three quarters of the noticegssuedrelate

to network and site incidents.

What we’re doing to improve our .
The remaining quarterrelate tothe

performance - _ :
condition of inernal plumbing systems
We forecast that performance will be whichare outside of the
maintained below the target of 0.60 during control.
the AMP.

We will continue to minimiseustomer
complaints relating to water quality issues
through day-to-day operational

How climatic conditions impacted
our performance

management and provision of relevant Our performance has beenparticularly
information on t he ¢ o mngpactedeby climatidesents tkat have
relating to typical water quality issues. exposed the lack of resilience within our

supply systems

What we’re doing to improve our
performance

Our improvement in this metric is strongly
linked to our plans for leakage and mains
repairs, along with water quality specific
improvementschemes.

28 The contact mightbe in relation to the taste, odour or cloudiness of their water, or a report of an iliness
aue to our drinking water

comp
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Reducing risk
of lead

Cumulative numberof lead communication
pipes we will replace in the 2020/25 period

10,219 10,767 pekalefe]

20/21 21/22 22/23

How we’ve done
We ®met our target this year

This isour third consecutive yearof
outperforming the taget and reflects our
focus on accelerating thisprogramme.

What we’re doing to improve our
performance

Our performance will be maintained based
on the processes establishecand
engrained over theprevious 3 years.

Responding to major
trunk mains bursts

Average number of minutescustomers are
without water*® because of a burst(mm:ss)

08:54

20/21 21/22 22/23

How we’ve done

We ®migsedour target this year.The
number of major trunk main bursts
increased from eight to nineteen.

Two significant trunk main events
contributed 07:58 to this measure

I Oxford Event in Octobe (05:53)

I Belsize Road, NW6 in December
(02:05).

How climatic conditions impacted
our performance

See our explanation for mains repairs.

® z I DTk WD RY PDnky WD I1J K
" T " ylb r\Nhg/t}/veTre

of lead, but some older
properties have a lead
communicat ion pipe between
our water main and the
outside stop valve . We are
gradually replacing lead pipes

doing to improve our
performance

Improvements in this measure will be
attained through the implementatio of our
action plans for mains repairs

29 Categorised asfor three hours or more, with trunk mains beingour largestnetwork pipes

mActual = Target
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Security of supply index

Our ability to maintain a water supply,
particularly during a drought®

100 100 100 100

20/21 21/22 22/23

How we’ve done
We ®missedour target this year.

Our modelling has shown asmallrisk of
insufficient supplyin the SWOXregion,
estimated as3MI/d during a peak demand
event.

How climatic conditions impacted
our performance

We are working to assess how the
exceptionally hot and dry weather in
summer 2022 and the implementation of
the temporary usage ban (TUB°) impacted
on our understanding of peak demand

What we’re doing to improve our
performance

We needto improve resilence in our SWOX
area. A programme of workis planned
which includes amajor invegment of our
Gatehampton WTW

mActual ®Target

Power resilience

Cumulative number of our key sites that we

have maderesilient to power disturbances
31

20/21 21/22 22/23

How we’ve done
We®e missedour target this year.

This is a PC wkere our performance is
assessed at the end of AMP.

We have not deliveredanything specifically
against this commitment this year.

However, we have completed a review of
our current levelof resilienceincluding:

9 Understanding of likely impactse.g.
large scale supply loss, waste spills,
power outages;

9 Progressing key mitigationse.g. priority
sites/ tanker locations,generator/
uninterrupted power supplyservicing,
satellite phones

9 Conducting two internal exercises and

Working closely with Defra and Wier
UK to contribute to national planning.

What we’re doing to improve our
performance

While we don®expect to deliver any further
outputs specificallyagainst this
commitment, we will continue to focus on
resilience in the round

30 The indexis based on thedlfference between the available headroom and the target headroom in each

WRZ in a dry year
3t For interruptions over three hours.
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Clearance of blockages BSI for fair, flexible
Inclusive services

Blockages?we ®ve cl ear ed f r oRenewal efourasnualaertifigatiori®

20/21 21/22 22/23

achieved maintained maintained

How we’ve done

How we’ve done

We ®met our target this year.

We ®migsedour targetthis year. We maintaired our accreditation without

Customer s® behavi our c @anynoneom@iances recordeg and with
problem as approximately 80% of blockage good feedback received

clearances are causedby customer related
issues (at, oils and greases ( FOG®) or wet
wipes).

By modifyingour quality management
systems, we have improved oucontact
centres&apability to spot customer
However, we have also encountered vulnerability.

resource constraints during thelatter half of
the year that has impacted on our
performance.

We also rolled out an improved mandatory
e-learning modulefor our customersupport
teams.

What we’re doing to improve our

; What we’re doing to improve our
performance

performance

We are reviewing our resource and vehicle We willcontinue to identifyopportunities to

av_ailabilityt o ensure a promp timproVertréianB for ofjr krdnthink field teams.
ti me® r Weagpealsosamtinuing to

improve the analysis informing ouplanned We are also reviewing the ISO standard
programme so that we proactive|y clear which will replace the BSIB477 in March
blockages fromthe most problematic areas 2024.

of the network. This should also reduce our
sewer floodng risk.

The lower the number of
blockages , the fewer issues we
have with the operation of the
sewer network .

32 Obstruction in a sewer which causes a reportable problem (e.g. flooding)
33 In order that our service is aailabk to all, in AMP7, we committed to achieving then maintaining the

British Standard I nstitute®s vulnerabil ity standard

.
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Installing new smart
meters in London

Cumulative number of new, smart** meters
that we have installed in Londorsince 1
April 2020 (in thousands)

246.3 2400

164.1 600

20/21 21/22 22/23

Replacing existing meters
with smart meters in
London

Cumulative number of basié> meters
replaced with smart meters inLondon since
1 April 2020 (in thousands)

60.5 (eSS

20/21 21/22 22/23

mActual wTarget

How we’ve done
We ®met our targets this year.

Theseare PCs where our performance is
assessed at the end of AMP.

We experienced stortages in component
availability at the beginning of the year, but
this was eased through collaborative
working with suppliers.

What we’re doing to improve our
performance

2023/24 will see achange in our work mix
as we focus on ourinternal installaton
programme.

We® tohtinue to work closely with our
delivery partner to make sure resources are
available and utilisedeffectively.

We ®@adnlinue to balance our roll out with
providing operational support during winter
leakage incidents.

Our smart metering programme
is focussed on London as itis our
most water stressed area

In November 2022, we installed
our one millionth digital meter.

3 A smart meteris a meterthat uses advanced metering infrastructure (AMI°) to be read remotely
35 An existing meter is o insialled in the Thames Water network prior to 1 April 2020 without smart

meter capability
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Sewage pumping
station availability

Average number of pumps available for use
in our sewage pumping stations (%)

20/21 21/22 22/23

How we’ve done

We ® met our target this year.

How climatic conditions impacted
our performance

Even though we have met this targetour
performance has been adversely affected
by the increase inboth the frequency and
magnitude of extreme rainfall events

Theiroccurrence after extended dry periods
resulted in abnormal volumes of debris
causing pump blockages and failures.

What we’re doing to improve our
performance

We&e automatingdata collection, removing
the need for detailed reconciliation of
manual trackes and improving our
response times.

Our tracking of flow and pumping trends for
each site and the frequency of data
capturing is being improvedto gain a more
accurate reflection of asset availability.

Sludge treatment before
disposal

Sludge that we treat before disposal (%)

99.6

20/21 21/22 22/23

How we’ve done
We ®met our target this year.

The majority of the remaining untreated
sludge was a result of ongoing optimisation
at our Oxfordand Basingstoke sludge
centres. A proportion of sludge from Little
Marlow was sent to land (restoration) as
there is currently insufficient cake reception
capacity at our advanced digestion sites
due to the optimisation programme.

The volume to restoration was lower than
last year.

What we’re doing to improve our
performance

Investment is being made tamprove the
condition of our assets. Alongside this,the
implications of new regulationsthe
Industrial Emissions Directive)mpacting
bioresources

Sewage sludge is a product of
the wastewater treatment
process.
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Drainage and
wastewater
management plans

Cumulative % completion of our DWMP in
line with Water UK requirements

100 100

20/21 21/22 22/23

How we’ve done
We ®met our target this year.

Ofwat has extended the submission
deadline from 31 March 2023 to 31 May
2023, so we have agreed withOfwat that to
claim 100% compliance

Our DWMP was publishedin May 2023 and
will be used to support our business plans
for AMPS8.

mActual m Target

Abstraction
Incentive
mechanism (“AIM”)

Abstraction from environmentally sensitive
sites % when levels are low (Nfd)

0.0 0.0

0.0

20/21 21/22 22/23

How we’ve done
We ®migsed our target for this year.

AIM reduces abstraction of water afive
environmentally sensitive sites when flow or
levels are below an agreed point

We® werked hard to implement AIM
wherever possible, without compromising
security of supply and were able to reduce
our AIM score asthe drought receded and
pressures of our resources reduced.

How climatic conditions impacted
our performance

The extremely low river and groundwater
levels, high water resources pressure and
high demandcaused by the droughtmeant
we were unable to conply with AIM at
Axford and Pangbourne.

What we’re doing to improve our
performance

We @nlaihtain good communications with
site operatives to allow us to comply with
AIM when possible, howeveour customers
security of supply will always be our priority.

%6 We have included five sites in this measge: Pangbourne groundwater source, and the pumping
stations of New Gauge, Axford, Pann Mill, and North Orpington.


chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https:/www.thameswater.co.uk/media-library/home/about-us/regulation/drainage-and-wastewater/the-plan.pdf
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WINEP
Delivery

Whether we have delivered our WINEP
programme®’

21/22 21/22 22/23

Not met Not met Not met

How we’ve done
We ®missedour target for this year.

This year's performance is 'notnet’, as we
have not delivered all the expected
schemes in the WINEP programme in part
due to internal programme management
and cost constraints, along with supply
chain issues and land access issues.

The EA has not accepted our request to
alter the delivery dates.

These missed outputs also impact the ES02
measure.

What we’re doing to improve our
performance

We will continue progress checks with
delivery teams to flag risks early and
explore mitigation.

WINEP is also now subject to strategic
programme review which brings greater
coordination and visibility to improve our
delivery.

mActual ®Target

Environmental
measures delivered

Cumul ati ve nu°mbsetra toufs

schemes in the WINEP programme at 1 Apr
2019, completed in AMP?7.

How we’ve done
We ®met our target this year.

This is a PC where our performance is
assessed at the end of AMP.

We have delivered slightly ahead of our
target, due to acceleration of the event
duration monitoring programme.

This year,four of the measures submitted to
the EAare yet to be approved (although we
are satisfied that they meet the approval
criteria).

What we’re doing to improve our
performance

Our performance is unikely to be
maintained next yearas we havea large
number of complex schemesremaining in
the AMP programmeand there is a risk that
not all schemes can be completedNot all
schemesagreed with the EAat PR19
remainon the current list of obligations.

We will continue tracking outputs to
understand our delivery position to attempt
to partially mitigate this issue by bringing
forward 2024/25 schemes wherepossible
and prioritising schemeswith the greatest
cost-benefit ratio.

37 The Water Industry National Environment Programme (WINEP) is a list of actions that [2fra has
requested all water companies complete iAMP7 to contribute to meeting their environmental

obligations

T gr ee
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Surface water
management

Area (in hectares)where surface water is
disconnected®® from the public sewer
system

How we’ve done
We ®migsedour target for this year

This is a PC where our performance is
assessed at the end ofAMP.

We® vegperienceddelays in project
delivery, due to planningand/ public
engagement requirements.

This year the cost of living crisis has
impacted resourcing in somelocal
authorities.

What we’re doing to improve our
performance

With the majority d legal agreementsand
collaborative ways of workingwith our
delivery partnersagreed, (e.g. councils,
charities and schools) we can move
forward with supporting project delivery.

We anticipate a significant increase in
hectares delivered in2023/24.

Renewable energy
produced

Amount of renewable energy? produced (in
GWh)

How we’ve done
We ® met our target this year.

The quantity of renewable heat produced
and reported increased due to operabns
prioritising the use of biogas in the boilers
overcombi ned heatCHRRN)d
and due to better data collection.

The Deephams biomethane plant
Renewable Heat Incentiveg RHP )
accreditationin the yearfurther contributed
to this increae.

However, renewable electricity produced
decreasedas less gaswas used in CHP
engines.

What we’re doing to improve our
performance

We will continue to drive performance of
sludge treatment to maximise biogas
production and generation assets to
maximise thequantity of renewable energy
produced (heat and electricity).

Next year, we will be commissiaming new
solar projectsas well as anadditional
biomethane plant at MogdenSTW.

38 This Is the area which through appropriate surface wat marnagement is diverted and passed through
either a sustainable drainage system onew surface water system that does not communicate with

combined sewers.

39 These areelectricity, heat and gas, solar andbromide and energy sources, such as biogas, whiclare

exported to the national grid.

B Actual @ Target
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Enhancing
biodiversity

Natu r a | habitats we®ve
enhanced our61 sites of Biodiversity

o7 =291 z02 RN 331 BEIE

20/21 21/22 22/23

Interest (nr.)

How we’ve done
We ®migsedour target this year.

This is a PC where ouperformance is
assessed at the end of AMP.

While we continue to support nature
recovery, the budget related to the delivery
of this performance commitment has been
removed as we prioritise othedeliverables.
Alternative options are still being
considered.

What we’re doing to improve our
performance

We continue to pursuea corrigenda
document to reflect changes in the Defra
measurementtool (e.g. to remove areas of
land that have been sold and heavily
modified waterbodies (reservoirs) where
biodiversity erhancements cannot be
made).

mActual w Target

Smarter water
catchment Initiatives

c Q?'};V%rim???art%r Waer catchments

Initiatives™ (nr.)

20/21 21/22 22/23

How we’ve done

We met our target for this measure last year
by creating the three catchment plans

We®v e ¢ o todeliveraeadge of
actions againsteach catchment planin
agreementwith our external stakeholders
ranging from water quality analysis and
modelling to the inplementation of
wetlands.

What we’re doing to improve our
performance

We® | | ¢ wonking impareership to
deliver the actions set ot in each
subsequent year.

The latest version of our plans
can be found on our website .

40 We have committed to delivering smarter watecatchments initiatives in three river catchments (Chess,
Crane, and Evenlode). These whole river interventions will address multiple environmental issues.


https://www.thameswater.co.uk/about-us/responsibility/smarter-water-catchments

Our performance

54

Thames Water Amual Performance Report 2022/23

Natural capital
accounting

% landholdings where natural capital stocks
are assessed! and reported publicly

20/21 21/22 22/23

How we’ve done

We met our target in the first year of the
AMP.

What we’re doing to improve our
performance

We continue to contribute to the non
numeric target component, bu no further
improvements are planned.

We are developinga methodology to allow
natural capital data to be used duringour
‘needs' solution optioneering process.

We have over 6,500 hectares of
sites including treatment works,
recrea tional sites and nature
reserves.

Counters
Creek

Understanding the risk of flooding and level
of resilience within the catchment

21/22 21/22 22/23

n/a n/a n/a

How we’ve done
This PC doesnot have a target this year.

Our performance ® ei®r @afl@will be
measuredin 2023/24 when we will delivera
fully assured report which sets oubur
understanding of the risk in thecatchment
and outlines its longterm strategy for
alleviating flooding in thearea.

What we’re doing to improve our
performance

We have resourced up with partners to
deliver the output by 31 July 2023 and meet
the external assurance required. The
externalassurance has also been procured.

No further action will be taken on this PC
after completion of the studies in July.

We are also required tareport annually on
how we are managingthe resilience ofour
network in the areg and how we have
increased our understanding of the flood
risks in the catchment

You can find this report orthe following
pages.

4 By better understanding the current condition of the environment that we own, or can influence, and

the impact of our interventions

mActual = Target
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Counters Creek was ariver in
London, rising north of Kensal
Green Cemetery and join ing the
tidal Thames south of the old
Cremorne Gardens , incorporated
into the sewer system when the
Victorian sewers were
constructed in the late 1800
part of ou r combined sewer
system .

S as

Counters Creek Study 2022/23

This is our annual report to demonstrate
how we are managing our network to
manage longterm resilience and reduce
flood risk for customers who live in the
Counters Creek Catchment.

It outlines the activities undertaken between
1 April 2022 and 31 March 2023.

The Londonsewer systemdoes not have a
conventional dendritic, branchlike structure
and so flow routes can vary depending on
rainfall locations and intensities

Below s a map of the area. The bold black
boundary indicates the areawhere rainfall
can affect flow in the Counters Creek
sewer.
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Drainage andwastewater management
plans (DWMP?)

The DWMP underwent public consultation
in summer 2022. There were very minor
technical revisions to the solutions
proposed for the Counters Creek Area.

The final DWMP plan was released on 31
May 2023.

To find out more about the DWMP in the
Counters Creek area, please refer to the
catchment strategy plan ( CSP°) for
Beckton.

London flood review

On 12 July 2021, the Counters Creek area
was affected by an extreme rainstorm that
flooded more than 1500 properties. We
commissioned an independent review into
the causes of July 2021 floods. The final
report from the LondonFlood Review

( LFR®) was pubished on 12 July 2022 and
can be found on ourwebsite.

The key findings of the LFR were:

The main cause of the flooding was the
intensity of the rain, compounded by
the tide-locking of the combined sewer
overflows into the Thames, which
caused the network to back up

All our drainage assets, including
pumping stations and various flood
alleviation schemes, worked to
expected standards, but were
overwhelmed by an intensity of rain
beyond their design capacity

There is no silver bullet solutio to
manage this increasing risk. A range of
-grey® and -green®
solutions, as well as a significant
increase in public awaeness will be
required.

The LFR made 28 recommendations. Three
of the recommendations are clearly the
responsibilityof Thames Water to lead on
and fit with our sewer flooding strategy. The
activity to enable these recommendations is
underway and progress on these will be
reported annually.

nfr a


https://www.thameswater.co.uk/media-library/home/about-us/regulation/drainage-and-wastewater/beckton-catchment-strategic-plan.pdf
https://www.thameswater.co.uk/about-us/investing-in-our-region/london-flooding-response
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The remaining 25 recommendations either
require the close collaboration okeveral
organisations to achieve them or the lead
organisation is other than Thames Wate

London surface water strategic group
(LSWSG)

The July 2021 floods highlighted that
London®s
integrated systemof-systems and that
managing fash-flooding from intense

storms requires the close collaboration of all
responsible agencies. Both the London

floodrevi ew and suliacewbtery o r é_ﬁ

roundtable identified the need for a high

level, multia g e n strgtegicgr ou p ® t

the co-ordination and necessary
collaboration between the various partners,
and to produce and deliver a LondoHevel
surface water management strategy and
action plan.

This led to the formation of the London
surface water strategic group, which is
made up of organsations with a strategic
interest and/or responsibility for managing
surface water flooding. It comprises
representatives from siXead local flood
authorities, and the Director/Mayoral
adviser level representatives from the
Greater London Authority, Trangort for
London, EA, London Fire Brigade, Thames
Regional Flood and Coastal Committee

( TRFCCT yand Thames Water.

In the LSWSG commissioning the London
level surface water management strategy,
the first recommendation of the ER have
been initiated. TheLSWSG are also
developing a work programme of quick
wins/ no regret actions that can be
delivered in parallel to the development of
the Londonlevel strategy and actions
plan/s. The LSWSG will also review the
remaining 25 recommendations made by
the LFR.

Sewer flooding resilience programme

We have initiated at £10m programme to
identify properties in Counters Creek
flooded by the July 2021 storms, assess
how they were flooded and for properties at

higher risk of sewer floodingto install
measures to ircrease their resilience.

To date, we have surveyed over 900
properties and we have begun a riskbased
programme on installing antisewer flooding
devices (nonreturn valves andFlooding
Local Improvement Projects( FLIPS )) with
over 300 properties proteded so far.

drainage systems are an

Assured Counters Creekstudy

The report to meet the Ofwat performance
commitment is complete and going through
eview by the London Borough of
ammersmith and Fulham and the Royal
Iaoroug\tl of Kensington andChelsea in May
§nt JuNe©023.

It has also been independently assured with
the assurer engaged in the review by the
two boroughs.

The final report will be published in July
2023.
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TTT Readiness of Beckton
STW

Ability of Beckton STWis to receive flows*

months 20/21 21/22 22/23
Actual N/A N/A N/A
Target N/A N/A N/A

How we’ve done

This PC doesnot have a targetfor this year.

TheTTTis n ®t to luk tuky operationaluntil
2025.

TTT Effective stakeholder
engagement

How well weare engaging with stakeholder

20/21 21/22 22/23

How we’ve done
We ®met our target this year.

An external research company, Yonder,
carry outinterviews with key stakeholder
organisations to getindependent feedback
on the effectiveness of our engagemenivith
senior members of key stakeholder
organisations

Engagement is scored between 1
(extremely poor) and 6 (extremely wellyia
a single survey of multiple questions

What we’re doing to improve our
performance

We will continue undertaking our
stakeholder surveys and forming a
response plan from the results.

%2 This measures, in months before commission date, that we have completed upgrades to the inlet works
at Beckton Sewage Treatment Workseady to receive flows from the TTT.



Our performance

58

Thames Water Amual Performance Report 2022/23

TTT Critical asset
readiness

How ready out infrastructure is for TTF

months 20/21 21/22 22/23
Actual N/A N/A N/A
Target N/A N/A N/A

How we’ve done

This PC doesnot have a targetfor this year.

The TTT i s fulybpemtiomal untib
2025.

However, during 2022/23, we have
deliveredadditional scope (flap valve
replacement at Lots Road) following
investigations which confirmed decreased
asset performance would have impacted
the LTT construction and commissioning
programme if left unaddressed.

TTT Effective system
operator

Our % readiness to operate the TT when it
is commissioned* 4

19

. :

20/21 21/22 22/23

How we’ve done

We ® met out target this year.
be

What we’re doing to improve our
performance

We currently forecastall deliverableswill be
completed ahead of the evised
commissioning date

% How long before commission date, in months, we have completed infrastructure to receive flows from

the TTT

4 Due to the changes tothe commissioning daé the 21/22 and 22/23 targets have beenupdated from

100 to 01in line with the revised delivery dates.

45 The activities relate primarily to establishing a fully trained team to operate the tunnel with adequate
procedures and externally accredited management systems.

mActual wTarget
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TTT Maximising value of
land sales

Net profit or loss made on the sale of land
related to the TTT#°

£m 20/21 21/22 22/23
Actual 0 0 0
Target 0 0 0

How we’ve done
We ®met out target this year.

No land parcels have been sold in this
period.

What we’re doing to improve our
performance

To prepare for the eventual disposal of
these sites,during 2022/23, we completed
a Royal Institution of Chartered Sumyors
+ed bo o ka®ation of the sitesto establish
values as at May 2021which we will useto
establish valueswhich we will use to inform
business planning/strategy development.

We continue to engage with key
stakeholders, including local authorities ad
landowners, who hold option or preemption
rights to re-acquire the sites.

We also have regular meetings with Ofwat
and its advisors to provide ongoing
progress updates.

TTT Managing early hand
back of land

How prepared we are to receive land back
from Bazalgette Tunnel Ltd"’

months 20/21 21/22 22/23
Actual 3 0 6
Target 0 0 0

How we’ve done
We ® met out target this year.

This is a PC where our performance is
assessed at the endof AMP.

WeRv e r ecei vsxdorthaeadier b a c k

than planned The DRMST Causeway Island
was handed back in January.

What we’re doing to improve our
performance

We will continueto work closelywith
Bazalgette Tunnel Limitedto minimise
delays and ircreased costs arising from
programme issues

% 12 parcels of land that ve acquired in relationto TTT. All are scheduled for disposal in AMP?.
47 In months, how we have avoided project delays or cost overruns that would negatively impact
customers by receiving land back early from Tideway once they have completed necessary work
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About complaints

Improvementplans

We®e making key improvementsto improve
our complaints performanceby:

Overall, our 2022/23 complaint

1
volumes were 28%* lower than in
2021/22.

Telephonecomplaints
This yearwe received54% lesstelephone 1

complaintsthan in the previousyear.

We® vcentinued to improve our handling of
calls from dissatisfied customeraising our
manager call back process with particular
focus on getting things right first time so that
customers do not have to contact us more
than once.

In 2022/23 we completed nearly 11,000 first
line manager call backs? resolving
significantly more issues on the day.

in April 2022, we launched our

asynchronous messaging service

(WhatsApp) a continuation of the web chat
capability we launched the previous year

This hashelped us to reduce the volume of q
billing calls by 19%. We handle around

15,000 messages and over 30000

webchats each month.

We® vcentinued to make improvements in
reducing operational customer wait times
(both for water and wastewater) within our
operations contact centre which supported
in our overall complaints reduction.

Written complaints

Disappointingly, anddespite the increased
availability of real time contact channels, our
written complaintsincreased by 15%.

Insourcing all inbound customer service
activity. This offers a significant
opportunity to further improve complaints
performance via both main contact
channels? written and telephone.

Our outsourcing reviewwhich offers
further strategic opportunity to reduce
complaints, with contracts awarded ta

2 Tech Mahindra, who will provide
digital customercommunications

2 EXL will provide back office
transactional services

2 SPS Ltd will provide post room and
document handling capability.

Our new partners have been selected to
digitise and automate key areas of our
service offering, supporting customers
to selfserve, and making journeys
easier and more seamless.

Continuing to grow our existing social
and Watersure tariffs,we currently
support over 300,000 customersand
launched additional support schemes
and new entry criteriain December and
March

Ongoing process improvements by ar
operational case management teams
including new ways of working irwater
and waste, alongside proactive case
management for the journeyswith the
greatest impact for our customers.

%€ Complaint volumes for 2022/23 were 75,768 (in 2021/22, 105,155).
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London and Thames Valley & Home Counties

performance

As part of our business plan for
060606 TB 66o0Yd
by Ofwat to report 0 n London
performance separately .

We ®r e
performance commitmentswhich have

been chosenbecause ofour ability to

collect the data, benefitsfor decision

making and how useful the information is to

our customers and stakeholdersf they want

to understand our performance at a regional
level.

How we define London

Water: Londonwater resources zone for
water.

Wastewater area covered by the eight
large London sewage treatment works.

Severn Trent Water

=

Bristol

——

Wessex Water

I vioter ooty

[ water and Wastewotes
B viestewoter only

— Water company boundories

Southem Water

Our regional model

I K1 & kWellasnehegl oufddw fiegiokl operating

model on 1 April 2022, which focuses
separate operational teams on London and,
in a separate region, the Thames Valley and
Home Counies( = T V R Brihging us

reportiford8 per f or rase ® Bur customersand better driving

performance improvement.

This model hels us, and our stakeholders
to better understand thedifferent
opportunities and challenges we have in the
two regions of our business particularly
relating to geography and the differing ages
of our network

We explain how the totatompany level
performance commitment is calculated in
the section above.

L) Cambridge Water

Anglian Water [

V/

Anglian Water

.

y

Essex &
Suffolk Water

‘ ’ Southern Water

/bf |

Southern Water /

South East Water
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Leaka ge (annual average

TVHC is a complex mixof urban towns

surrounded by large rural areas where
customer demandfluctuates significantly in
the summer.

As aresult it is more likely to be imacted

20/21 21/29 29/ by resource and performance challenges

Unplanned outage )

20/21 21/22 22123

The measure is very sensitive to the size of
works that has an outage. As London has a
greater number of complex and large
production plants, an outage in London will
tend to have moe impact on the overall %
than one in the TVHC.

Satisfied vulnerable customers ()

h

20/21 21/22 22/23

There is no material difference in
performance between London and the
Thames Valley.

Priority services for vulnerable customers (Reach) )

There is a largerproportion of water only
company ( WOC°) households inTVHC,

resulting in a lower % of PSR customers in
TVHC compared to London.

20/21 21/22 22/23
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Blockages (r.)

Per Capita Consumption
(annual average)

144.4 (4518

21/22 22/23

Water supply interruptions
(mm:ss)

09:57 H 08:48 09:10

20/21 21/22 22/23

Internal sewer flooding

(nr. incidents per 10,000 connections)

20/21 21/22 22/23

B London = TVHC

There aremore blockages in London
consistent with there being more sewers in
the region

A higher proportion of outside garden space
in TVHC caused higher peak demands
during warm temperature days.For
example, average daily household
consumption increased between 1348% in
homes with outside garden space, Wen
temperatures exceeded 25C.

Water supply interruptions tend to be higher
in TVHC as alternative supplies are limited
by a lack of network connectivity.

TVHC also experiencesmore variations in
pressure levels (die to ground height
variations)while its more rural nature
increases travel time and speed of
identification.

Due to the density of the infrastructure in
London, heavy rainfalimpacts this metric in
our capital more than in TVHC

Last year, London wasabnormallyaffected
by the London Flooding event of July021.
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Pollution incidents
(nr. of incidents per 10,000km)

London hasfewer pollution incidents as
there are not as many outes for potential
pollutions to access a watercourse.

13.30 | The disparity between the regions is
— magnified further by the greater sewer
lengths in London compared withTVHC.

8.03 11.80

20/21 21/22 22/23

Treatment works compliance

(%)
Both our treatment works compliance
100 100 failuresthis calendar yearwere in the
ST 99.43 TVHC

20/21 21/22 22/23

Risk of severe restrictions in a drought @ FD consistent calculation)

The SWOXarea of theTVHCis in supply-
demand deficit underl in 200 drought
conditions, while all other Water Resource

Z oneWRZ re in surpls.
20/21 21/22 22123 ¢ 2 P

Risk of sewer flooding in a storm ()

Because ofthe way this measure is
calculated, the risk of sewer flooding in a
storm is significantly higher in Thames
20/21 21/22 29123 Valley than in London.

5.49
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Responding to major trunk mains bursts mm:ss)

: 02:59
: 00:05
B 0° — —
20/21 21/22 22/23

Sewer collapses @r.)

20/21 21/22 22/23

Mains repairs (per km

20/21 21/22 22/23

The majority of our trunk mains are
contained within the London supply area.
However, in 2022/23 the severity of the
Oxford event, has skewed themetric.

Of the 19 incidents contributing to the
overall measure,eight were in Thames
Valley with the remainingelevenin London.

Approximately 85% ofsewer collapses
happen inTVHC.However, we have seen
an overallimprovement in performancen
both regions.

Bursts are more frequentin Londonas a
significant number of old cast iron mains
are over 100 years old

Some areasin London have il
conditions that are highly corrosive to iron
mains andor highly shrinkable, making it
more susceptible to movement through
changes in conditions

Theincreased traffic in London alsohas
an impact on pipes due to forces created
by increased tonnage, braking and
acceleration
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Security of supply index (score)

All WRZ across London are irsurplus under
both annual average conditions and critical

100 100 period conditions. The onlyone of our six
WRZ not in surplus iSWOX This reflects
20/21 21/22 22/23 the same critical factors as PCC.

Empty household properties (void properties) )

We have moreempty propertiesin London,
reflecting the higher levels of customer
transiency in the capital and the greater
density of flats, which have presented
access difficulties over the last couple of
years.

20/21 21/22 22/23

Acceptability of water to consumers (nr.)

The biggest cause of contactss the
appearance of water. Contacts about illness
generate the smallest volumesThere are

no obviousreasons for the difference
between the regions.

20/21 21122 22123
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Table of statements and disclosures

The following section contains the statementgve arerequiredto make underthe terms of our
licence conditions and the statutory requirements set out in the Water Industry Act 1991

This table tells you where you can find this informatidn our 2022/23 submissions

Disclosure requirement Chapter whereit can be found Ref

https://www.thameswater.co.uk/about

Accounting methodology summary us/investors/ourresults RAG 3
Accounting policy note for price Section 1, Regulatory Financial Reporting

. : . RAG3
control units Accounting Policies

Adherence to assurance
requirements in performance Our Regulatory Statements IN 23/03
commitment definitions

. Audi tors® and assurar
Audit and assurance reports x2 page 154 and page 170 RAG 3

Board leadership. transparency and  Our Regulatory satements- Risk and

governance principles - annual Compliance Statement Principles*
reporting
Board statement on accuracy and Our Regulatory statements- Risk and RAG 3

completeness of data and information Compliance statemeri

Common performance commitments

compliance with O Reporting Criteria, Appendix 1 IN 23/03

Compliance with sanctions against
Russia and Belarus related to the Our Regulatory statements IN 22/01
conflict in Ukraine

Excel version of APR tables on https://www.thameswater.co.uk/about
i - IN 23/03

website us/investors/ourresults

Long term viability statement _RAG sta_tem_ents and disclosureswith further RAG 3
information in the Annual Report

Narrative disclosure: analysis of debt Section 1, Regulatory Financial Reporting RAG 3
Table 1E

Narrative disclosure: common Our 2022/23 performance RAG 3

performance commitments

49 Board leadership, transparency and governanceprinciples (Ofwat Jaruary 2019).


https://www.thameswater.co.uk/about-us/investors/our-results
https://www.thameswater.co.uk/about-us/investors/our-results
https://www.thameswater.co.uk/about-us/investors/our-results
https://www.thameswater.co.uk/about-us/investors/our-results
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Disclosure requirem

Narrative disclosure

Narrative discbsure:
analysis

Narrative disclosure
reconciliation

Narrative disclosure:

Narrative disclosure:

Narrative disclosure:

Narrative disclosure:

Narrative disclosure:

regulatory equity

Narrative disclosure:

Narrative disclosure: supply demand

ent

. costs

current tax

: current tax

financial flows

interest

outcomes

retail

return on

social tariffs

balance and metering

Narrative disclosure

‘totex

Narrative disclosure: wholesale

revenues

Note on bad debt policy

Note on capitalisation policy

Note on revenue recognition

Our approach toopen data

Protected land sales under

Condition K

Chapter whereit can be found

Throughout thisreport

Section 1, Regulatory Financial Reporting
Accounting Policies

Section 1, Regulatory Financial Reporting
Accounting Policies

Section 1, Regulatory Financial Reporting
Table 1F

RAG statements and disclosures

Our 2022/23 Performance

Section 2, Price review andother segmental
reporting - Table 2C.

Section 1, Regulatory Financial Reporting
Table 1F

Section 2, Price review and other segmental
reporting - Table2N

Section 6, Additional regulatory information
water network plus-Table 6D

Section 4, Additional regulatory information
service level Table 4C

Section 2, Price review and other segmental
reporting -Table 2M,

Section 1, Regulatory Financial Reporting
Accounting policies

Section 1, Regulatory Fiancial Reporting?
Accounting policies

Section 1, Regulatory Financial Reporting
Accounting policies

Our Regulatory statements

N/A

Ref

RAG 3

RAG 3

RAG 3

RAG 3

RAG 3

RAG 3

RAG 3

RAG 3

RAG3

RAG3

RAG 3

RAG 3

RAG 3

RAG 3

RAG 3

H20pen

IN23/03
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Disclosure requirement

Reporting Criteria

Ring-fencing certificate

Risk andcompliance statement

Statement as to disclosure of
information to auditors;

Statement explaining out/under
performance of the return on
regulatory equity

Statement explaining the variance on
infrastructure network reinforcement
charges;

Statement on differences between
statutory and RAG defirtions;

Statement on dividend policy and
explanations of dividends paid

Statement on executive pay and
performance;

Statement on innovation competition.

Tax strategy for the appointed
business

Transfer pricing disclosures

Transactionswith associates and the
non-appointed business (principles)

Water efficiency campaigns included
in PCC commentary

Water supply interruptions
restatement for updated definition

Chapter whereit can be found

https://www.thameswater.co.uk/about
us/investors/ourresults

Our regulatory statements-Di r ect or ¢
Fencing Certificate

Our regulatory statements- Risk and
Compliance Statement

RAG statements and disclosures

Section 1, Regulatory Financial Reporting
Table 1F

RAG statements anddisclosures

RAG statements and disclosures

RAG statements and disclosures

RAG statements and disclosureswith further
information in theAnnual Report

RAG statements and disclosures

RAG statements and disclosures

RAG statements and disclosures

RAG statements anddisclosures

Our 2022/23 performance: PCC

Our 2022/23 performance supply
interruptions

Ref

RAG 3

IN23/03

RAG 3

RAG 3

RAG 3

RAG 3

RAG 3

RAG 3

RAG 3

RAG 3

RAG 3

RAG 5

IN 23/03

IN 23/03


https://www.thameswater.co.uk/about-us/investors/our-results
https://www.thameswater.co.uk/about-us/investors/our-results
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Adherence to assurance requirements set out in
performance commitment definitions

Our FnalDe t e r mi rFB@°t prescribeg assurance that we must obtain to meesome of our
PC requirements.

PC

Smarter Water Catchments
EWS02

Renewable energy

produced
EWS03

Natural capital

accounting
EWS04

Unregistered household

properties
ERO1

Surface water management

DS02

SEMD
DWS02/DWS03

Proactive customer

engagement
AWS02

Power resilience
DWS01

Critical asset readiness for
the London Tideway

Tunnels
ETO04

Maximising the value of

Tideway project land sales
ET06

Assurance obtained for 2022/23

Engagement ofindependent thirdparty auditor to execute agreed
upon procedures for this metric under'ISRS 4400 (Revised),
Agreed-Upon Procedures Engagements" and where necessary the
results ofthose procedures have been reflected in our reporting

This metric is derived froman industry standard too] carbon
accounting workbook.

Additionally, the renewables obligations certificates ROCs’) are
approved by Ofgan each month.

Engagement ofindependent third party auditor to execute agreed
upon procedures for this metric under'ISRS 4400 (Revised),
Agreed-Upon Procedures Engagements” and where necessary the
results of those procedures have been reflected in our repting.

Although not a FD definition requirementwe appointed WSPto
perform a ratural capital assessment for 100% offhames Water's
land holdings

None.

As we have not met our arget for this metric in 2022/23, we have
not obtained external third party assurance.

The ISAE 3000independent limited assurance report received from
third-party, PwC, covers this metric.

Externally assired as part of the annual SEMDBsubmissionto Defra.

None.

This report will be published and assured later in the AMP.

Due to a wider business reprioritisation this programme has been
halted sowe have not delivered anything against thisommitment
this year. Additional assurance is therefore not required.

None.

This PC does not have a target for this year.

None.

No land parcels have been sold in this period.
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PC Assurance obtained for 2022/23

Engagement ofindependent thirdparty auditor to execute agreed
Empty Business Properties Upon procedures for this metric under "ISRS 4400 (Revised),
EWS08 Agreed-Upon Procedures Engagements" and wher@ecessary the

results of those procedures have been reflected in our reporting

This PC does not have a target this year.

Counters Creek o . . .
cc This will be obtained when the companyublish a full repot on its

understandingof the risk in APR24

The company secures confirmation from the EA that performance
has been correctly reported.

\EAS/L';IEP This year, we have includedour measures submitted to, but not yet
approved by, the EA (although we are satisfied that they meéte
approval criterig).

While we continue to support nature recovery, the budget related to
the delivery of this performance commitment has been removed as

EEVCQSnCing Biodiversity we prioritise other deliverables.

While no independent third party asurance has been sought, lis
PC has been assured by our Risk, Audit and Assurance team

Delivery of WINEP
requirements Same assurance process as for ES02.
NEPO1
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Directors’ Ring—fencing 1 All contracts entered into between the
L Appointee and any Asociated
Certificate under Company include the necessary
Condition P of the provisions and requirements in respect
C 'S inst t of of the standard of service to be supplied
ompany s instrument O to the Appointee, to ensure that it is
appointment able to carry out the Regulated

Activities; and
This is to certify that at their meeting ory

_ Any issues or circumstances that may
July 2023, the Directors of Thames Water

) : _ : _ _ materially & f e c t he i n t ee
Utilities Limited ( the §ppol ﬂs‘R&gSlate)d Acftnf?uésé?ré
that, in their opinion, f_o_r at least the next 12 noted below and/or within the Risk and
month_s a_md WlthspeC|f|c regard to_the Compliance Statement onpage 88.
material issues or circumstances disclosed
in the table of factors below: This Ringfencing Certificate is an annual
_ _ _ _ requirement under Condition P of the
T~ The Appointee will have available to it Instrument of Appointment (alsdknown as
sufficient: the -Licence®).
- financial resources and facilities; The Board notes that the latest Ofwat
- management resources; guidance set out in IN20/01 for completion
. . of the Ringfencing Certificate requires the
i system.s of planning and internal Board to state its opinion on whether the
control; and Appointee has -sufficientG
- rights and resources other than deliver its regulatedactivities for at least the
financial resoures: next 12 months. Condition P of our Licence
requires that we have -ade

enabling it to carry out theRegulated : L .
Activities necessary to fulfil the in place. The Board $ satisfied that its

Appointee®s obligati OsEated OB WOrT 8e OUt aI%O\ée regardlng the
Instrument of Appointment without '

being dependent upon the discharge by also addresses is Llcence obllgatlon to

another person of anyobligation under, maintain -adequate® resour
or arising from, any agreemenbr The Licence also requires a statement of

arrangement under which that other the main factors which the Board hasdken

person has agreed to provide any into account in giving its opinion for the

services to the Appointee in its capacity Ring-fencing Certificate.

as aRelevantUndertaker. In providing this opinion, theDirectors have

1 The Appointee will ensure that, as far as considered severalfactors as part of their
reasonably practicable, ithas available enquiries prior to signing this certificate,
to it sufficient rights and resouces other including but not limited to:

than financial resources, so that if, at

. : - : 1. Financial resouces and facilities
any time, a special administration order

were to be made in relation to it, the T The Appointee®s Final
special administrator would be able to for the 2020 to 2025 regulatory

manage the affairs, business and period, accepted by theCompanyin

property of the Appointee in February 2020. See section on

accordance with the purposes of the -material issues or ci
special administration order. Tie below for further discussion and latest
Appointee notes thatit is working to position;

secure additional shareholder funding 1 The Appoiialilecas®s ava

but is makingprudent preparation

: - resources and borrowing facilities of
should this not occur or be sufficient

the Appoint
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c.£4.4 billion (at 31 March 2023), such additionalshareholder funding if
which includes significant undrawn certain milestone conditions are met
bank facilities and taking into account and subject to approval, to negotiate

the Appointee®s pr oj ec ingabdfaitkcomnoiteentietters: ard
flow for the next 12 months from the
date of signing the Ringfencing
Certificate;

1 That its shareholders acknowledge
that the turnaround of the Appointee
will continueinto AMP 8 and that the

T The Appointee®s | nvest meaiopmegtara dedivery of the

ratings, as shown on pagel88 of this business plan for the period to 2030
report which retain at leastone full that the Appointee will prepare and
notch headroom over minimum submit to Ofwat to achieve a
investment grade; regulatory determination that

SU,E’I%O%S thﬁ'ﬁurpe}qour}d ¥vi|lrequire
e provision for further eq
investment significantly in excess of
the current shareholder commitment
1T The Appointee®s di vi de mdmpww bperatipral perfarmance

T The Appointee®s compl.i
financial covenans as disclosedin
our Annual Report;

that it does not | mpai andfinuial fepilienee. Indicatiee®,s
ability to finance the Appointed this is expected to be in the region of
Business and takes into account the £2.5 billion, but the nature and
impact on all stakeholders and having amount of such mediumterm support
regard to the need to continue to will depend on finalisation of the
attract equity capital andto ensure business planand the regulabry
compliance with the updated dividend framework that will applyto the AMP8
policy and payment requirements of period.

its Licence and associated Ofwat
guidance (with updateseffective May
and June 2023 respectively);

T See section on -materia
circumstances® below fo
discussion and the latest position in

T The preparation of t he rehtoptosharéhede@umding
statutory accounts on a going
concern basis and its longterm
viability as disclosed on pagel06 of T The App @éopldStaegysand
this report and in our Annual Report; People Plans which aim to ensure that

the Appointee has continued access,

having regard tocurrent labour market
challenges in respect of recruitment
and retention, to personnel which will

1 Theengagement between Appointee enable t to deliver its regulatory
and its shareholders regarding the obligations. In particular:
provision of further shareholder
funding and equity investment and the
discussions between the Appointee
(with shareholde input) and Ofwat
regarding the Appointee's regulatory
arrangements; - The Appointee®s ongoi ni¢

streamline and simplify its

organisatioral design, taking

opportunities to improve efficiency

and effectiveness while mitigating

risk to service delivery during the

change process;

2. Management resources

I The provision of £500million of
shareholder fundingby the
shareholders in March D23;

- The Appointee®s | eader :
organisational structure, operating
model and human resources
(succession) planning strategy;

1 Shareholders&commitment to fund
£750 million of additionalshareholder
fundingto be drawn during AMP 7if
certain conditions are met and
undertaking tohold investment
committee meetngs in resped of
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- TheAppont ee®s | earning
development programme and
culture enables its people to gain
skills appropriate to ther roles;

- The Appointee®s
reward and recognition strategy to
attract high calibre candidates and
retain employees with appropriate
skillsand experience; and

- The Appointee®s
commitment to diversity and
inclusion enables attraction and
retention of diverse talent and allows
it to harness the unique skills,
experiences and backgrounds that
each individual brings- for more
detail seeour Annual Report

T The Appointee®s
shown in our Annual Report and
Sustainability Reportof how it seeks
to meet the Board leadership,
transparency and governance
objectives set out in its Instrument of
Appointment. This includes:

l

M

confir

- The independence of the
Appoint ee®s
management; and

Board fro

- Continued review of its Board
committees, their scqpe and
composition.

T The Appointee®s
programme of Board and Executive
meetings supported by appropriate 1
reports and information to enablehigh
quality decision making.

compr e

3. Systems of planning and internal control

T The Appointee®s corpor
register, enterprise risk management
and assurance process, which
reviews, monitors and reports on
exposure to, and mitigating controls Il
over, risks and wuncertainties as
disclosed in our Annual Report

T The Appointee®s
respect of its Performance
Commitments as disclosed in tables
3A-E on page 161 to page 165 of this
report and made reference to in the

perfor

a Ridk and Compliance Statement on

page 92;

The Appointee®s
of relevant, quality information in

gener at

r e c r u isuppuoet ofthe functioning of intenal

control;

The Appointee®s busines
planning process, including plans for
loss of people (including to address

o0 n g o i nlaps of skilled resource isk),

corporate sites, systems (including
cyber security and power resilience)
and supply chain;

The Appont ee®s i nci dent
management processes in place

which include incident command
structure, defined roles and
mesporisibilities, a deslicated customer
incident response team and hazard

briefs. These arrangements are
supported by incident management
training, audts, learning and an
Executiveled incident management

and business resilience committee.

See section on -materia

n?i rcumstanctrsh& bel ow f o

discussion on how the Appointee has

responded to, and learned from the

2018 -Beast da@dom the Ea
London flooding events in the summer

of 2021 during which customers

experienced wnacceptable levels of

service;

Improving river health andeducing
pollutions is a key priority for the
Appointee. Thames Water has been
clear that any sewage pollution is
unacceptable, no matter what the
ifcinstantes. Kaking the necessary
changes will take time and
collaborative working to achieve

The Appointee ®s Pol | uti on | nci
Reduction Plan (PIRP) is a key

component of the River Health Plan to

enable delivery of tis priority. Steps

AU tife inktdllation of additional

sewer monitors, impact of weather

studies and focus on combined sewer

overflows (CSO)on the network and

discharges from sewage treatment
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works. The Appointee also published

its first 25-year Draingge and
Wastewater Management Plan
(DWMP) in May 2023 for a resilient
and sustainable wastewater service

that is fit for the future. See sectioron

-materi al i ssues
below for further discussion on the

with its environmental permits

T The Appointee®s
integrity and ethical values. Its
policies to prevent fraud and other
unethical behaviour, mandatory
training for employees on ethical
behaviours (94.5% compliance rate
as at the end of April 203) and an
anonymous whistleblowing hotline
which has been supported by a
proactive campaign to raise
awareness; and

T The Appoi nt meekis

legal obligations and its processes to
comply with UK sanctions legislation.

Legally binding undertaking,
commitments and other actions in
progress to address historic and
current exceptions to this relating to
leakage, smart metering, and non

household market data together with

work to address potential non
compliance with environmental
permits are set outin the material
issues or circumstances section
below.

4. Rights and resources other than
financial resources

T The Appointee®s

values and behaviours, which set the

-tone from the t
direction for everyone across the
business br the 2020 to 2025
regulatory period, and its
development of policies including
health and safet
Board engaged on the develpment
of each component and how they
align as Thames
to inspire employees and drive the
right outcomes. Culture

transformation, driven by a specific
focus on our values and behaviours,
is an integral part of the turnaround
plan. The \alues and behaviours have
been defined and launched through
companywide 'Living Our Values'

or ci ewnsnsnevaguidaae document

called -The Way We Wor k
Appoint ee®s-conplareent i al eronpl oyees the Appointee

and how everyone should live them. It
Igluédﬁs peopl%to do theright thing,
make ctiecismns and what to do if
things go wrong. Values and
behaviours are also an integral part b
performance assessment and

assessment of potential

commi t

T The Appointee®s digital

design principles are supporting
transformation of T performance and
resilience? including significant
investment in modernisation of
und rl¥)ing infrastructure. Tls is
nderpinned by IT policies which seek
to ensure the operation and security
of the technology assets essential to
service provision.The risk of cyber
attack is increasing as a result of the
wider geopolitical climate. Through its
dedicated cyber secuity programme
the Appointee continues to improve
its cyber security controls and to
invest in its cyber defences,
strengthen its IT capabilityand
enhance its respond and recover
capabilities

abil it

T The Appointee®s ability

by anticipating, copirg with,
recovering from and learning from
pur pos eisruptivé gvents i grifer to maintain
and improve quality of services for its
0 p ® a n dustemers brel protectng the natural
environment both now and in the
future;

T The Appointee®s integra

systems and develo of a
y. The syétgmjstanﬁn& a%pgm%ggh;
T The Appointee®s asset
Wa't er ® policieb, sygtenys,idata analytc®and
modelling to monitor asset health,
which are enabling it to act with

m
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intelligence using data from Board did so fully understanding the
customers, operations and the challenge presented by the FD (including
environment, to make &curate and regard to externally assured financial
proactive business decisions that forecasting of key metrics and likely impact
improve productivity, help to manage on covenarts and credit ratings) and the
risk of asset deterioration and to support providedat that time by the
improve the service thatit provides to shareholders in making its decisions.

its customers; and The Board remgnises that the position has

T The Appoint ee®s i ns udetariorated further with significant forecast
programmes, including terms, performance penalties and costs beyond
counterparties and coverlimits, which those anticipated wken the FD was
have been reviewed by an accepted including significant inflationary
independent insurance adviser and headwinds in core areas of expenditure
approved by the Board. (including labour, enegy prices and

chemicals). In addition,the Appointeeis
currently underperforming against customer
1T The Appointeeans pr o cexpectativhsiahd Ofwat has assessedhe

5. Contracting

supplier managementarrangements Appointee as -1lagging behi
are appropriate for theAppointee to some of the other water companies in the

meet its regulatory requirements. sector. This is why, in March 2021 the

These are enabled through a suiteof Board and Executive developed a

contracts and supply arrangements turnaround plan to transform the

for third party goods and services performance of the Appointee through

which enable the organisation to -fixing theg Haxei da®,® -amadi s
operate effectively, -shaping The dgluan®s®.niti a

is on health and safety risk reduction and

I Transactions between the Appointed the reduction o i sk ated
Business and any Associated € reduction @ compliancerisk associate
t t_he ointee®s regul

. A
Compan bein at ar mM&s e'ng&% n\ P PO
made rl?eferenge toin thlis regort within as highﬂghted Riithin this Certificate over the

the Regulatory Statements (relating to remainder of AMP7.
RAGDH5) and related party disclosures The Appointee has built on the foundations
on pagel08; laid in 2021/22 and made good progress on

-fixing the bEishass® i n 202
included £500 million of funding from
shareholders,delivery of arecord level of

investment by insourcing capital delivery,

1 The Appointee neitler gives nor
receives any crosssubsidy from any
other business or activity; and

{1 The Appointee has no agreements or insourcing asset maintenance activity,
other legal instruments incorporating surpassing the target for the number of
a Cross-Default Obligation without meter installs, reducing complaints volures
Ofwat approval. and bringing back onshore and inhouse our

customer contact agents, andsupporting
customers through the cost of living crisis

6. Material issues or circumstances

Turnaround plan with £50 million of social tariff support.

In accepting the Final Redrtfeleddithe Agpdinted had fackdD ° )
for the 2020 to 2025 regulatory period the several unexpected challenges over the
Appointee said that it did not neessarily period, again impacted by weather events
expect to be able to operate within the cost with a record drought and freeze / thaw

and service thresholds set out in the FD. event aﬁecting progress on water metrics,
The Appointee®s centr alncRiKgheisk odatet idlty (CRIS

that it would incur net overspends and net leakage and pollutions performance. These

penalties. I n accepti ngnpactkhafe béeR e&ctrivhaie® RS
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Appoi nt e e@lth defick, shéch hab
accumulated over decades. High inflation
and the consequential decline in real wages
(the cost of living criss) has also materially
impacted financial performance causing
significant financial strain on theCompany.

The Appointee is clear that there is a
considerable lag between investment and
performance improvements with large
programmes of work spanning multiple
years which will take time to reap the
benefits. Until the end of AMP7 the
turnaround plan remains focused on fixirg
the basics and improving operational grip to
be able to stabilise and improve
performance in AMP8. To this end, on 11
April 2023 the Appointee published its
performance improvement action plan
which sets out the core steps it is taking to
deliver improvead outcomes against several
key common performance commitments.
The Appointee is seeking an external review
of the turnaround plan and will consider
revisions as appropriate.

Additional shareholder fundingand equity
investment

The Board notesthat in June2022 the
Appointee, the Board of Kemble Water
Hol dings Limited and
shareholders approved a business plan for
the remainder of this AMP which assumed
£1.5 billion of shareholder funding to,
amongst other things, accelerate
compliance spendig, invest in improving
operational performanceand increase
financial resilience.

Since June 2022 the TWUL executive team
has developed a revised internal business
plan for the remainder of this AMP which
assumes an aggregate of £1.25 billiorof
sharehoder funding, which has been
approved by the Board for the purposes of
year-end reporting and delivery of this Ring
fencing Certificate. This revised business
plan reflects rephasing and other initiatives
which offset inflation in the period sule that
total expenditureis in line withthe June
2022 business plan, with the Appointee
prioritising expenditure in areas that deliver
most benefit for customers, communities

and the environment The priorities have
been shaped byt h e
engineering and desjn capacity, the
maturity of available technology and
overarching financial discipline.

The updates to the June 2022 business
plan have been discussed withits
shareholders for the purpses of year end
reporting and the TWUL executive team is
progressing afurther iteration of the
business plan for the period to 2030,
including additional diligence and modelling
in relation to asset health within the
business which is expected to be a meerial
factor in finalising the business plan.

To support the Appointeein the delivery of
its turnaround, its shareholders provided
£500 millionin shareholder funding (the
“Initial Shareholder Funding ) i n
2023. The Appointeeand its shareholders
are currently engaged in a collaborative
process to agreeon and to facilitate the
making ofadditional commitments to fund
the additional £750 million assumed in the
Appointee®s internal
“Additional Shareholder Funding) and
acknowledge the possibility of further equity
investmentin the mediumterm significantly

in eexceAs of the. cwrten% seh%esholder

commitnie t.?naicatlve y, this'is expected to
be in the region of £2.5 billion, but the
nature and amount of such mediurrterm
support wil depend on finalisation of the
business planand the regulatory frameverk
that will apply to the AMP8 periodin
addition, the Appointee (with shareholder
input) is in discussions with Ofwat regarding
the Appointee®s

TheAp p o i nhaelol@es have
evidenced their support for the Appointee
through a Support Letter in Juy 2023
(which replaces that from June 2022),
where its shareholders committed to fund
the Additional Shareholder Fundingf
certain conditions are met (and have
undertaken tohold investment committee
meetings in respect of the Addional
Shareholder Fundingf certain milestone
conditions are metand subject to approval,
negotiate in goodfaith commitment letters,
including:

Appoint ee®s

Mar c h

busi
t o

n

regul atory
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i investment committee approval by and could revise is business plan to fit with
each shareholder on a several basis, then available funding, and adjust total
not a joint and several basis; expenditure down accordingly.

i satisfactory regulatory arrangements Implementing a revised business plan
being agreed, business plan would deliver less for customers,
finalisation, no lockup, trigger event or communities and the environment and, at
event of defaul t und ¢hattimehneay resolmmptize AgpGirgee not
financings, ratings requirements having available to it sufficient financial
aligned to the cash lockup resources and facilities to enable it to fund
requirements in the ApRegulated Acivifes necessarg to ikl in
and executionof definitive finance full the Appointtthe®s obl ig
documentation; and Instrument of Appointment. In addition,

TWUL may face credit rating agency
downgrades and accordingly its access to
the debt capital markets (in particular via its
holding company Kemble Water Finance
Limited) may be significantly constrained.

1 noinsolvency, special administration,
change to position in the ringfencing
certificate, nationalisation or
shareholder funding illegality.

The Directors considered that the Initial
Shareholder Funding already povided in
March 2023, discussionsbetween Ofwat
and the Appointee in connection with the
Appointee's engagement with its
shareholdersduring March to July 2023,
the Support Letter, aletter from Kemble
Water Holdings Limited to the Boardn July
2023 and the process which is ongoing to
facilitate commitment letters in respect of
the Additional Shareholder Funding Leakage
provided sufficient comfort at this time for
the Board to consider thatsufficient
resources are or would be available to
progress its business plan.

The Directors recognise that should they

become aware of any circumstances which

would change their opinion on the matters

considered in this certificate, or other

matters, such that they would not give the

opinion contained in this certificate or which

wouldmater i al 'y affect the App
ability to carry out its regulated activities,

the Appointee must inform Ofwat of this.

The Appointeereduced leakage by10.7%
in 2022/23 using a 3year average from the
2019/20 baseline, which was below its
target reduction of 14.1%.

However, there is no certainty that the
Additional Shareholder Funding will be
forthcoming and the provision of funds,
including in respect of raising funds through
the issuanceof further shareholder funding
and equity investment, could be vetoed by a
shareholder or shareholders under the
governance arrangements between the
shareholders. The Board will carefully
monitor on a regular basis progress towards addition, the UK experienced a prolonged
achieving Additional Shaeholder Funding period of low temperatures between 8 and

ang iatisfact(ijon of 'Fhe conr(]jitions for this 17 December 2022. On 12 December, the
and keep under eview pathwaysto ensure verage maximum temperature was

) K
the Company®s continue ero?déngng/vﬁh'th% hz and 13 December

Underperformancewas dr i ven by | ast
weather conditions in particularthe

prolonged hot and dry summer which

created anunprecedented soil moisture

deficit causingits pipes anditsc ust omer s ®
pipes to move and crack leading to an

increase in leakage.The Appointee

estimates that this event increasedits

leakage position by at least 10%.n

resilience. the UK®s col d8&Fsbruard ay s si nc
The Directors noted that in the scenario and 1 March 2018 (the -Beas
where the Additional Shareholder Funding East®). Daily minimum t emg
was not forthcoming, he Appointee would widely to between-5 degrees Celsiusand -

consider all options available at that time 10 degrees across the UK on several
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nights. Temperatures then rose significantly,
between 17 and 18 December, with
increasesof over 17 degrees Celsius within
24 hours.

The rapid thaw that followed heavily
impacted leakage performance and led to a
significant visible leak outbreak.
Notwithstanding this, having taken learning
from the winter event of 2018, we
redesigned how we respond to major
incidents and consequently, customers
experienced less than 10% of the supply
interruptions experienced in 2A.8.

The Appointee is making transformational
changes to the way that it works but it is
mindful that as annual leakage targets are
based on a 3year rolling average, the
impact of this year will be felt, not just this
year, but for the
performance. Notwithstanding this, the
Appointee remains committed to doing all
that is reasonably practicable to achieve its
regulatory AMP target to reduce leakage by
20.5%. In 2022/23 the Appointee fixed a
total of 66,896 leaks (compared with
61,671 in 2021/22). This equates to one
leak being fixedalmostevery 7 mirutes 45
seconds.

To help achieve this the Appointee has
enhanced its recovery plan developed in
summer2022i nt loeakage -
TransformationPl an® whi ch wi
foundations for the ambitious and
sustainable leakage reductions needed over
the coming years. The plan is focused on a
data driven approach to better undersand
unmeasured consumption which will help to
reduce leakage onits supply pipes and also
help customers manage leaks on their
premises. It willalso continue to build on
existing technology partnerships to support
its plan and continue to install smart \ater
meters to track water usage and drive the
improvements that are rejuired.

In January 2021 Ofwat confirmed that no
specific actions remain outstanding for six
of the undertakings under Section 19 of the
Water Industry Act. The Appointee also
deliveredits continuing commitments under
Section 19 and will continue to develp and

next

build on these activities to improve the
management and delivery of its AMP7
leakage reduction targets, including:

1 Regular leakage performance updates
on its website with the abity for
customers to leave feedback and

1 Regular updates to its stakehtiers and
direct engagement with customers.

The Appointee has delivered its Leakage
Reporting and Insight Improvement
Programme (LRIIP), which had been
established to address issues regrding
leakage reporting to improve assurance
checks and processes, andwhich now
provides the insight required to effectively
deliver improved leakage performance
expected by its customers and

st%lk\%hgldegls.e ars®

Commitments relating to smart metering

The Appontee believes that it has delivered
on its formal commitments in relation to the
provision of access to smart meters and
digital data services following an Ofwat
investigation into compliance with the
Competition Act 1998and is working with
Ofwat to confrm that the overarching
commitments have been completed to its
satisfaction

Undertakings relating to data accuracy

Thp Appaintgebeligvesithgt ithas delivered
the formal undertakings accepted by Ofwat
on 6 December 2021 under Section 19 of
the WaterIndustry Act 1991 regarding data
accuracy in the nonhousehold market to
secure compliance with Condition P of its
Licence and its obligations under the
Wholesale Retail Codeand is working with
Ofwat to confirm that the overarching
undertakings have beencompleted to its
satisfaction

London flooding events

I n the Appointee®s
Bl ack®s | etter onedb6
the extreme (nearly 2in-200 year) flooding
events in Londonit recognised that it failed
to meet
levels of service they received was
unacceptable. The final (stage 4) report by

respon

cust omandsh® expect ¢
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the independentLondon Flood Review
(-LFR®) was i sswammd o
found that the intensity of the storm was
well beyond the design capacity othe

A p p o i srsysteres@nd thatits systems
generally performed well, considering the
magnitude of the event. The review made
28 recommendations, 25 of which are
beyondthe direct control of the Appointee
as they either require collective action or
are for others to lead.

The London Surface Water Strategic Group
( - L SWS G ®level, naulttdgengyh
partnership of the key surface water flood
risk management agencies, including the
GLA, TfL, London Boroughs, the EA and
Thames Water, has been formed with the
aim of drivihg collaboration between the
partners on managing surface water in
London. The LSWSG will also lead the
development and delivery of a Londostevel
surface water management strategy and
associated action plans. The work
programme for the LSWSG and the scope
of the strategy has been informed by the
recommendations of the LFR and other
reviews on the July 2021 floodsThe
Appointee willtrack and report annually on
the delivery of the LFR® recommendations,
including those delivered by external parties
and directly by the Appointee.

Drought

Following the drought of last summer, the
Appointee®s overall
has continued to improveand Thames
Water is currently operating at DEO (the
lowest risk level) The Appointee is
continuing to monitorthe situation closely
taking a cautious approach and continuing
to review and improve its preparedness
ahead of this summerfollowing the
completion of adetailed lessons learnt
review after the summer 2022 drought
70% of the actions from the lessons lemt
review have been completed. The
remainder have clear owners and
accountabilities and are being tracked by
the executive.Asset improvement work to
recommission theGateway water treatment
(desalination) plant is now completeand
following recentdeliveries of carbon

n

dioxide, commissioning of the
Tetninetalishtipnprdac@s® farted on 29 June
2023. Subject to the successful completion
of the activities neededto bring the plant
back online we expectto put water into
supplyinlae July. The Appoint eece
resources position remains healthy, and it
will be running the plant at a low level to
provide data that will support its future use.
It should be noted that the carbon dioxide
supply chain remains fragile and continued
operation of the plant is entirely épendent
of securing an ongoing regular and secure
supply of the carbon dioxide that is essential
to its operation Notwithstanding this, he
third-party delay torequired approvals
under the Water Supply (Water Quality)
Reguhtions of the newreverse osmasis
membranes will potentially limit the site ta
maximum of50Ml/d throughout 2023 and
summer 2024.

Flow to full treatment permit conditions

The Appointee is at risk of norcompliance
with flow to full treatment permit
requirements at a number of its watewater
treatment sites. It has produced a
Wastewater Asset Assurance Programme
(- WAAP®), which includes s
investment in flow monitoring to enable it to
better understand the potential risk of non
compliance at eachsite. Delivery of that
plan and any associated corrective actions
at sites would reduce the number of sites at

w a Paeptial rigk of gqpgompliance py,agopngd ;- 1,

half by the end of AMP7, with the remainder
to be addressed in AMP8. The WAAP is
part of the businessplan for the remainder
of AMP7 that has been approved by the
TWUL Board, as referred to above. The
Board has confidence that this plan will
address the risks of noncompliance
identified and will closely monitor progress,
adjusting the plan as necessaryd ensure
that it remains appr@riate for reducing
TWUL®s potential complianc

As part of its turnaround plan the Appointee
is also enhancing its internal governance.
This includes enhancing its approach to
environmental compliance risks to further
strengthen the line of sight ofts
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environmental permit compliance risks
through the Executive Risk Committee, into
the Audit, Risk and Reporting Committee
(ARRC) and ultimately its Board.

The Appointee remains under investigation
by the EA with regard totis compliance with
these envionmental permits and by Ofwat
with regard to its compliance with Section
94 of the Water Industry Actand certain
conditions of itsinstrumentof Appointment
The Appointee is also one ofeveral
companies subject to a pending
Competition Appeal Tribunal tass action by
Leigh Day regarding reporting of pollution
incidents at wastewater treatment works.

WINEP programme

The Appointee®s busi
remainder of AMP7, as approved by the
TWULBoard and referred to above, will
enable substantial delivey of its WINEP
programme for AMP7 toreduce compliance
risk with regard to its environmental permits
and other obligations. There are
deliverability constraintsassociated with the
entirety of the WINEP in AMP7which
means thata number ofschemes willnow
be deliveredin AMP8. Final planning is
taking place to determine the individual
projects that will be impacted, after which
discussions with regulators will take place

Asset resilience risk

The Appointee is committed to improving
the management of aset resilience risk, to
avoid asset failure and taavoid increasing
its asset health deficit.

Following development of an asset strategy
aligned to its longterm vision and design of
a new operaing model, the Appointee has
continued to develop its managerent
systems and bring further capability back in
house. The Appointee is managing its asset
risk throughinvestment and higher
operating expenditure in AMP7 In addition,
the Appointee is investing a further £700
million to address asset performance and
integrity issues through the London Water
mproye

Wl ®)
ne ?W?‘IIChRNaS approveé1 by O%f/\/at%

November 2022). This will see the
Appointee undertake works including the
replacement of 112km of distribution mains
and seven large trunk mais in London. The
Appointee is also progressing the
development of its Water Supply System
Resilience Progr anme
intends to submitto Ofwat on 28 July 2023
for approval. If approved, this will fund major
asset resilience improvements atwo of its
largest water treatment works in Londor?
Coppermills and Hampton.

In the last year the executive hadeen
undertaking an internalassessment of he
Appointee®s position
our Engineering and Asset Director. This
top-down assessment of our assets build
on an industry-standardised asset
deteriorationapproach and models used at
PR09 and PR14.This reviewwill be finalised
in the Autumn of 2023 and will enable the
Appointee to factor in the costs associated
with renewing its asets over the coming
decades into its PR24 business plan
submission. It is currentlyestimated that

the cost to the Appointee of managing its
notional aset health deficit in AMP7 will be
around £1.4 billion (2022/23 prices,
equivalent of £1.2billion (2017/8 prices)),
and a further £4.3 billion (2022/23 prices,
equivalent of £3.7billion (2017/8 prices)) to
stabilise the position in AMP8Having an
asset health deficit means that it costs more

Condi t
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to operate, repair and maintain assets and water supplies to customers. An overview of
to deal with extrane weather, which also these has beensubmitted to the DWI and is
has implications for the performance of the currently included in PR24 proposals that
business and ODI penaltiesHaving taken will be submitted to Ofwat later in the year.

decades to accumulate, it is expected that

this will take decades to address. IED

The Appointee supports the objectives of
the Industri al Emi ssions
However, it cannot commit to meeting all

The executive has focussed in recent

months on the collection, organigtion and
categorisation of materials to provide

detailed evidence, including sitespecific
information that supports the topdown

analysis. The executivewill secure external
assurance on the validity of these figures,

so they can be reflectedinthe App i nt ee ®
PR24 submission.

2022) by December 2024. The highly
prescriptive approach set out in the
sgwdance goes far beyond the original Best
Available Techniques requirements to
achieve compliance.

SEMD The Appadntee has concerns regarding the
The external landscape and requirements overall value for money for customers of this
set out under Security and Emergency work, in the context of other planned
Measures Direction( SEMD®have changed environmental improvements. The
significantly over the last year, with Appointee also notes, given the constraints
enhanced outcome requirements and it faces in terms of what it is able to deliver,
guidance, a greater level of regudtory it will ineviably need to focus the capacity it
scrutiny and audit, and the establishment of has on those things that matter most for its
the DWI as the enforcing body (previously customers and the environment. The

this was Defra). As a result, the Appointe ® s resource that would be required to

2023 submission was not only the largest undertake the full scale of the work

and most comprehensive todate but envisaged by an extensive interpretation of
included a range of positions against the IED would mean displaing work to be
different outcomes. In total across an undertaken on other priority areas.
expanded 33 outcomes four were he A ppointee®s current
assessedas- r e d ®. I'n respon Sc%st éf |m§Iementlng IEDaligned with the

Appointee has established an SEM
Programme with executive oversight to

ensureit identifies and allocates appropriate expenditureand a £40 millionincrease in

systtems z;nd refources to |mpfrOV|rt1gh(|e|r operating expenditureper annumfrom the
position. Security'1S an area ot particuiar start of AMP§ This i E} ignificant chan

f (t)c us and risk, contai o'th &ssufh tl5ns a%enﬁZOBwnﬁtHe
outcomes. EA expecting compliance by December

the region of £480million ofcapital

In addition to this the Appointee has 2024. Detailed work to survey and scope
identified a material risk through its the work needed at each of the 25 Sludge
enterprise risk management process Treatment Centres to comply with the
relating to changes which take effect in ~Appropriate Measures?® i
2025 (beyond the time period of this stage. The work has revealed that the
Certificate), which would more than treble potential construction activity needed is

the population for which the Appointee now far more extensive and a programme of
would be required to plan for alternative this size will need to be delivered over more
supplies. This is bey o hdnohelNdP, dspepialy wheneasdering
current capability and plans have been the requirement to maintain overall
developed that if funded, will significantly treatment capacity during construction
enhanceits capability to deliver alternate activity and the widerange of other

therequire ment s set out 1 n the
Measures® guidance (issued

-Appropriate Measures® gui
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infrastructure improvements that will be
required in AMP8. During AMP7 we will
focus on applying for the appropiate
permits, with appropriate operational
changes being planned for AMPS8.
Discussions are needed with the regulator
(EA) to dewlop an appropriate delivery
timescale for all aspects of IED

The constraints on delivering more quickly
include the availability of skilled resources
and additional capability to manage such a
large investment programme, and the ability
of the supply chan to ramp up to the rates
required. The Appointee and other
companies will need to do significant work
to create the necessary pathways and
recruit the required skilled individuals to
support this programme.

WRMP

Through Water Resources South East
(WRSE) the Appointee is working with the
five other water companies in the South
East to develop an overarching regional
plan addressing future water challenges.
Drawing from this regional plan, the
Appointee published in December 2022 for
consultation its draf Water Resources
Management Plan 2024 (dAWRMP24)
focused on its own supply area, setting out
how it will provide a secire water supply for
a growing population; protect against the
growing risk of drought and water
shortages; and improve the environment.
Following consultation and review of
responses, the Appointee will be publishing
its Statement of Response and dWRMP24
by the end of August 2023.

Developer services

Following transition to new contractual
arrangements in place of its Infrastructure
Alliance, the Appointee is experiencing
delays to completion of work supporting
developers in the Thames Valley and on its
major projects portfolio to support new
developments.An action plan is being
progressedto clear backlogs through full
mobilisation of newcontracts, recruitment
of additional irhouse commercial resource
and by embedding new ways of working

In addition totaking all of the above into
account, the Directors:

T Procured a -Review and
report from PwC, as part of the
Di r ect o rndusiry Ata $eetion 19
Undertaking, to help inform them on
their ability Ring sign

fencing Certificate set out in the
2022/23 Annual Performance Report

91 Procured a report from PwC, as the
Appoint ee®s
they were aware of any inconsistencies
between this Ringfencing Certificate
and the financial statements omny
information obtained in the course of
their work; see pages154 to 159 for
PwC®s audit report
Performance Report and the PwC
report on the Rng-fencing Certificate
which has been provided separately to
Ofwat; and

1 Undertook quarterly reviews ad
enquiries during 2022/23 of compliance
with the Ringfencing Certificate
included in the 2021/22 Annual
Performance Report, to assess the
appropriateness of the factors, risk
exposure and associated disclosures on
an ongoing basis.

Therefore, the Direcbrs have resolved that,
in their opinion, and with specific regard to
the material issues or circumstances
disclosed in the list of factors above, the
Appointee will have available to it, for at
least the next 12 months, sufficient
resources to enable it b carry out and meet
its regulatory obligations, as set out in the

auditor

, st

on

R

h



Our regulatory statements

87

Thames Water Annual Performance Report 2022/23

Company®s I nstrument of Appointment.

Directors will continue to formally monitor
the factors quarterly during the coming 12
months.

Board approval

This certificate was approved unanimosly
at the Board meeting on7 July 2023.

Signed by the Board of Thames Water
Utilities Limited:

lan Marchant
Chairman

—~ Chief Finangal Officer

Q Alastair Cochran

Nick Land

S\z‘ Deputy Chairman and Senior
- Independent NonExecutive Director

, Hannah Nixon
' Independent NonExecutive

Catherine Lynn
Independent NonExecutive

Independent NonExecutive

Jill Shedden
Independent NonExecutive

Guy Lambert
Non-Executive

2
e
@ lan Pearson
&
o

Michael McNicholas
Non-Executive

Y . JohnHolland-Kaye
@' Non-Executive

The
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Risk and Compliance
Statement

Introduction

This statement sets out the processes we
have inplace to demonstrate to our
customers, to Ofwat and toour other
stakeholders, our compliance with relevant
statutory, licence and regulatory obligations,
where Ofwat is the relevant enforcement
authority. The obligations pertinent to our
functions as a satutory Water and
Sewerage Undertaker are primarily set
down in the Water Industry Act 1991 and
our Instrument of Appointmeng our

“ Li c &.unrbed.itence also requireas to
perform duties imposed under any other
statutory and regulatory guidelines as
necessary to fully discharge our obligations.

Our approach to achieving compliance with
our statutory, licence and regulatory
obligations is based on establishing sound
governance, risk management and system
of internal controls.

This statement covers thereporting year
and is set out inthe following sections

1. Understanding and meeting our
customers’ expectations

We are committed to understanding our
cust omer an@®expeetaiahsand
responding to them in our ongoing
operations and longterm plans. Our
programme of customer engagement is led
by our Retdl Director and overseen by the
Customer Service Committee and, for our
long-term planning, the Regulatory Strategy
Committee (both subcommittees of our
Board).

In order to understand whatcustomers
want, we have a customer engagement
programme that contnuously gathers
insights into
behaviours. Our insights are gained from
working with diverse customer groups,
using a wide variety of techniques. This

%0 [ jcences and licensees- Ofwat

includes bespoke research ito specific
topics, continuous surveys on brand
perception and service satisfaction,
analysing complaints and listening to social
media.

Customer s® overarchi

clear:

1 A water and wastewater servicethat
-just wordistk fuued ay

9 Provided at an affordable price and in
an environmentaly responsible way

1 By a company that always has good
customer service

1 Which gives something back to the
society and communities it touches

Our performance commitments are a
response to customer expectations and
provide a transparent way of demonstrating
the extent to which we are delivering for
customers (provided inour performance
section of this documenj. For our
household customers, GMeX is the key
measure Ofwat uses to evaluate customer
satisfaction and compare water companies
(with D-MeX the equivaknt measure for
developer customers).The C-MeX survey
uses small samples and does not give us
the depth of insights we need to improve
our service, so we also monitor and manage
our performance against three internal
measures. These are:

a) Servicesurvey customer satisfaction

b) Brand perception survey customer
satisfaction andnet promotor score
(NPS°), a widely used measure of
customer advocacy,

c) Complaints.

We are ranked17™, at the bottom of the
industry league table for GMeX
performance, and ou aim remains to

cCust omer $MProvg eus seryice M\ up the table and

reduce the gap between us and the industry
median. We have begun this journey by
focussing on fixing the basics, for example
by getting our complaints down and

ng

an

e X[
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responding to them more quickly
(complaints performance is summarised in
the Section - Arbtlisut
document). However, thereis still much

more to do, and this is reflected in our plans

to transform our key customer journeys.

Central to our plans is to empoweteam
Thames to ddiver exceptional customer
service. We have relaunched our values
and intend to embedour behaviours
throughout our organisation to ensure
customers are at the heart of all we do in
every role.

Key areas of focus in the last year to meet
our customer expectations and drive
improvements in customer satisfaction,
brand perceptions and complaints include:

wastewater
and in

Wat er and
wor ks® today

91 Installed and replaced113,000 smart
meters across London,the Thames
Valley and HomeCountiesto give
customers greater control over their
water use and bills,and to help us find
and fix leaks

1 Sustained ourextensivesewer cleaning
programme (1,600km) and increased
the number ofsewer depth monitors to
over 14,500, which help to proactiely
detect 390 potentialblockages each
month

f Ranan- every drop
help customers save water during the
summer 2022 drought, which together
with a temporary usage banreduced
demand byaround 10%

1 Reorganised ourselves into teams
focused on London and Thames Valley
& Home Counties to bette meet the

needs of customers and communities at

a local level

T Ran an -al ways
showed our frontline engineers working
around the clock to find and fix leaks
and ensure our Victorian pework is fit
for the 21st century, as part of our
efforts to help build trust and
confidence.

Easy customer experienceand tailored
support

Co mwl

T

ser vi

t heq

IQe'du%etd %ocr%plaints by28% since last
year, after the449% reduction the year
before

Reduced our complaints responsdime

from 10 to 5 working daysfor water and
wastewater issues, closihg around 60%
of cases within 3 days

Recruitedover 200 new advisors to
bring our billing customer service team
completely inhouse, so customers
always speak to a Thames Water
colleague, and we can deliver a better
service

Digitised more of our communications to
jmprove channe| {:hou;ej ust
Made ourordine account management
( OAM®) dashboard clearer for
customers to understand balances, and
past and upcoming payments, and
welcomed another203,000 customers
to the service

Delivered new and improved seif
service tools on our website for
submitting a meter read andmanaging
direct debits or payment plars

Increased the number ofpeople on our
priority services register by74,639 to
365,774.

cmunt g ®Retaaat pua BSYL8477 inclusive

services accreditation.Working with
partners such as Sense, Kidney Care
UK, MIND and Dementia UKwe have
improved the accessibility of our
website and training maerial for our
people and we have enhancedvideo
relay fordeaf customers.

A thriving environment and part of the
community

f i xi ngf® Publisined @ui Eyent Duratiant Monitor

map to provide industry leading
transparency around our consented
storm discharges, as partof our efforts
to build trust and improve performance

Launched ourfive-year Catchment
Partnershipsupport fund (CaPs°) to
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support the partnerships which workto
improve the water environment for
wildlife and people

1 Engaged withover 21,000 children
through our schools programme on
topics such as the water cycle, water
treatment and water saving

1 Our employees volunteered3, 700
hours in the local community via our
Time to Give programme

i Since its completion, 71% of the young
unemployed people on ourKickstart
programme have found employment,
with 54% at Thames Water

i1 Partnered with Backyard Nature to
create a Justice, Equity, Diversity and
Inclusion(  J “fdnd microgrants
programme, to deliver water and
nature-based activities to young people
and groups fran marginalised
communities or who are
underrepresented in environnental
conservation

Fair and affordable bills

I 306,000 customers now benefit from
our social tariff,receiving a 50%
discount, a 26% increase

1 Atrust fund of £500k this year to
support customers in hardship

1 The first of ourpayment matching
scheme customers where we match
money paid towards water debtgo help
break the cycle of debt and improve
lives, reached the end of their tweyear
agreement and we cleared thai
outstanding water debts 0f£283,000.

2. Processes and the assurances
we have in place to achieve
compliance with our obligations

The Board is accountable and responsible
for the prosperity of Thames Water for the
benefit of customers, regulators, invests
and other stakeholders. Our Executive
develop and deliver our strategy and make
day-to-day financial, operational and
regulatory decisions. This includes
responsibility for maintaining sound systems

of planning, risk management, internal
control and performance management.

The Board and Executive are provided with
a range of information sourcesand
evidence, to enable them to broadly assess
our overall compliance with our obligations.
This includes the determination of the
nature and extent of risk it iswilling to take
to achieve its strategic objectives, and for
ensuring that an appropriate ri& culture has
been embedded throughout the
organisation.

The company reports to its stakeholders
primarily through the Annual Reporaind
Sustainability Reportand financial
statements. This is where we publish our
approach to risk management, principal
risks and uncertainties and outong-term
viability statement. Together these set out
the materialand emergingrisks the
company is currently facing, together wh
mitigation steps.

Our internal control environment (orsystem
of internal controtphas been designed to:

1 Align and be integrated with our risk
management approach

91 Fully consider best practice such as
Committee of Sponsoring Organisations
of the Treadway Commissior{ COSQ®)
Internal Control? Integrated Framework

1 Fully consider Financial Repding
Council Guidance on Risk Management,
Internal Control and Related Financial
and BusinessReporting.

We are continuing toembed a risk-based
three linesRassurance model throughout
our business. This distinguishes between
first line processes and contols, second
line oversight and third line independent
assurance.

We employ relevant expertisgo ensure that
we understand our statutory, regulatory and
licence obligations and can translate them
into policies standardsand procedures.

This expertise irtludes, but is not limited to,
legal, financial, regulatory, health and
safety, asset and pro@ss engineers and
environmental professionals.
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translated our compliance obligations into a
set of minimum control operating
requirements. Throughthe coming year we
are enhancing our working practices and
processes to deliver operating effectiveness
against these requirements.

We also draw upon additional external
expertise where necessary, to ensure that
any new, or changes to our existig,
obligations are appropriately interpreted
and applied.

Our regulatory statements
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Management and oversight teams monor

compliance with approved policies and

procedures on an ongoing basisWe have
also developed and deployed a compliance
controls framework where we have

TWUL Board

The diagrambelow demonstrates how this
structure is being appliedacross our
business.

Responsible for discharging duties relating to risk and internal controls under the UK Corporate Governance code

Audit, Risk and Reporting Committee (ARRC)
Hold delegated authority by the Board to provide cversight and effective governance over the Company's risk management system and
the monitoring of principal risks, as well as the system of internal controls

T

Risk Committee

The Risk Committee is responsible for the Company's risk management system and the monitoring of principal risks and
material risks reported from the directorates, as well as the system of internal controls

1

Management

«

$

Independent Assurance

First Line

Business operations responsible for the
ownership and day-to-day
management of risks, in line with the
agreed risk appetite

Directorate risk reviews support the
prioritisation of risk information
upwards to the Risk Committee and
ARRC

Second Line

Enterprise Risk Management and other
oversight functions, with a focus on the
design and facilitation of the risk
management process

Provide risk expertise and support, as
well as challenge over the management
of risks

Provide guidance to first line teams
around controls and monitor compliance
with policies and standards

Third Line
Independent assurance provided by

Internal Audit and other external parties

Review the effectiveness of risk
management and control activity across
the first and second lines

Report directly to the ARRC and
executive leadership
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3. Processes and assurance we This establishes theminimum controlsover

have in place to ensure accuracy the preparation and submission of

and Completeness Of our data and informationto deliver our response on time

information and to quality. For example, those

submissions with the highestisk require

Our external reporting process is designed approval of the Board and external

to ensure we provide our customers and independent assurance.

stakeholders with information that is easy to ) )

understand, provides transparency and can 4. Exceptions to our compliance,

be relied upon, in orderto build trust and data and information

confidence in our reporting. We set out below material exceptions to our

To achieve canfidence over the quality of compliance with ourstatutory, licence and

the information we publish, including our regulatory obligations

regulatory Smeiss_ions, we again apply our In addition, our aanual Control Self
three |l ines® assur anc egsfRebR hrocess, by which all senior

This best practice approach means that we, leaders across the business confirm their

and our customers have a good level of awareness andcompliance with our

assurance that our publicaions are obligations, has not identified any other

accurate, complete and have been incidences of material norcompliance for

prepared correctly. reporting.

The approach we takeis also guided by our
external regulatory reporting(Ofwat)

standard.

Exceptions to our compliance data andinformation

Duty or
obligation

Environmental
permitting
regulationsand
section 94 of the
Water Industry
Act 1991,
general duty to
provide
sewerage
system

Performance
commitments

Disclosure Actions being taken to improve
In March 2022, we were one of five In March 2021 we launched our éght-
water companies to have an year turnaroundplan which focuses on

enforcement case opened by Ofwat. In significantly improving performance,
TWUL®s case this t withanunprecedented amount of
formal request under s203 Water investment directed towards
Industry Act 1991. As part of our initial safeguarding the environment.

T oS e CETUTEC e iy suppored Ofwat and 4
locations that have poentially breached with t_helr nvestigatiors an_d hgve
their permits remalneq focusseal on dgllverlng our

' -colmpance first® p
TWUL remains under investigation by
the EA with regard to is compliance
with these environmental permits and
by Ofwat with regard to its compliance
with Section 94 of the Water Industry
Act.

For more informat.
Ring-fencing Certificate.

For 2022/2023, we failed to achieve26  To address this, we are focusing on
of our 52 performance commitments.  fixing the basics,raising the bar, and
Full details on our performance can be shaping the future as part of ouright-
foundinthe @r 2022/23 year turnaround plan

performance’ section of this document



https://www.thameswater.co.uk/about-us/performance/action-plan/turnaround-plan
https://www.thameswater.co.uk/about-us/performance/action-plan/turnaround-plan
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Duty or
obligation

Disclosure

We note that we are not fully compliant
with the Ofwat common methodology
for leakage, PCC and Supply
Interruptions (full details can be found
in our Reporting Criterid.

Furthermore, we note that ve are
waiting for EA final approval fofour
schemes against Environmental
Measures Delivered, ES02

Despite a significant increase in recent
investment, the legacy of severe aset
deficit and the fragility of our
infrastructure were exposed in 2022
23.

We recognise that our performance is
- | aggi nwghemhcenpareddo®
some of the other water companies
within our sector.

Actions being taken to improve

Our shareholders showed their support
in June 2022 by approvingadditional
expenditure for the current regulatory
period to accelerate the delivery of
ThamesWat er ®s turnar
performance to improve outcomes for
customers, leakage, and the
environment.

By the end of the current regulatory
period, we have committed to spend
more than £1bn per annum on capital
delivery projects This is a significant
target andis a driving force of the
investment in our assets.
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5. Board Assurance Statement

The Board of Thames Water Utilities is
satisfied that we have, except where
otherwise detailed:

i Taken appropriate steps to understand
and meet the expectations of our
customers

91 A full understanding of, and have
complied, in all material espects, with
our statutory, licence and reyulatory
obligations

1 Appropriate systems and processesn
place to identify, manage and review
our material risks

9 Sufficient processes and systera of
internal control to deliver our services to
customers and meet our obligations

1 Provided data and information to Ofwat
which is accurate and complete in all
material respects.

We also confirm that we have:

1 Committedto maintain robust standards
of corporate governance, following the
requirements of both the UK Corporate
GovernanceCode and
Leadership, Transparency and
Governance Principles (furtler details
can be found in our Annual Repoit

1 Provided Ofwat with assurance that we
have suffident financial and
management resources to enable us to
carry out our regulated activities for at
least the next 12 months (as detailed
within our RingFencing Certificate in
this document)

i Sufficient rights and resources to enable
a special administratorto run our
Company if such an order were to be
made (as detailed within our Ring
Fencing Certificate)

1 Made sure that all trade with associated
companies inthe year has been at
ar m®s | ength, as
Accounting Guidance (RAG 2
Guideline br transfer pricing and
RAG3.14 2 Transactions with

set

Of wat ®s

T

T

associates and the norappointed

business as found within thesection
" RAG 3/ 5
discl o0 s ur eissddbcument t h

Maintained investment grade credit
rating (as detailedin additional
commentary on table 4H of ou
Regulatory Accountg

A principlesbased dividend policy in
place (details of which can be irthe
section
di sclosures® )in thi
Considered the financial impact of a
range of severe, but plausike risk
scenarios materialising to enable us to
provide reasonable assurance that we
will be able to continue in operation and
meet our liabilities as theyfall due over
the next ten years, to 2(B2, as set out in

our long-term Viability Statement

Explainedhow we | i nk Di
standards of performance as set out in
section 35A of the Water Industry Act
1991 (further details can be found in the

statements

and

" RAG 3/ Herst at e me

s doc

rector

Director s® Remoouer ati on

Annual Report and Sustainability
ReRoH)r d

Made our auditorsaware ofall relevant
information (as required under the
Companies Act 2006)

Engaged and challenged management
on their data and information assurance
approaches through, for example,
review and approval of the Statement of
Risks, Strengths and Weaknesseand
FinalRegulatory Reporting Assurance
Plans

Taken action to ensure that any
exceptions and weaknesses in the data
and information assurance approaches
have been addressed, such as through
the use of external independent
assurance

Satisfied ourselves thathe assurance

0 Wdhrodches HAe 9gprogridiedy " Y
identified and addressed any risks to the
provision of accurate and complete data
through reports from management and
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Director deep dive sessions, Signed by the Board of Thames Water

predominantly with the Chairman and/or Utilities:

members of the Audit, Rsk and
Reporting Committee

1 Reported in Section 4 where we have @
not achieved the level of performance ‘

agreed in our final determination.

Further information is available within )
the Our 2022/23 perf

of this document.

During the course of itswork, our gﬁﬁ
independentauditor, PwC, is required to 4
report if there are any material N
inconsistencies between the Regulatory N\
Accounting Statements and other g‘ 4
information contained witln the Annual -
Performance Report; this includes the ﬁ
information containedwithin this Risk and ﬁ
Compliance statement. -
PwC has not identified anything to report in Al
respect of this responsibility. A copy of the ' 4
Independent AuditorsReport is provided :
after Table 20 in the Regulatory Accounting @
section of this document.

)
4%»

7\

¢
b}

b >

©

lan Marchant
Chairman

Alastair Cochran

Chief Financial Officer.

Mmanece sectil on

Nick Land
Deputy Chairman and Senior
Independent NorrExecutive Director

Hannah Nixon
Independent NorExecutive

Catherine Lynn
Independent NorrExecutive

lan Pearson
Independent NonExecutive

Jill Shedden
Independent NonExecutive

Guy Lambert
Non-Executive

Michael McNicholas
Non-Executive

John HollandKaye
Non-Executive
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Our approach to open
data

sOpen data means making data
free ly available to everyone to
access, use and share .|

H20pen Ofwat strategy

In the year since H2Operr! was published,
we have made significant progress as we
strive to make open data availablallowing
us to create value for water customers,
communitiesand the environment.

In how we report
Annual performance report

To make our year end reportingdata
accessible and reusable by allwe ®v e

Published our APR data tables in excel
(in the exact table format to allow
stakeholders to easily compare our
performance with that of othe water
companies)

Added graphs for each PC showing our
performance over thewhole AMPto
date (providing our stakeholderswith a
more complete view of our
performance)

Listed ourcommon PCs in the same
order as that of theWater Companies
Performance Report 2021/22

( WCPR) (so that stakeholderscan
easily compare our performancewith
that of other water companie$

Providedaddi t i onal inform

boxes® (to help stakeholders®
understanding ofterms used in our
APR)

Provided interactive links to relevant
areas of our websitee.g. other

51 H20pen 2 Open data in the water industry. a
case for change

publicationssuch as the Annual Report
and our leakage performance pages on
our website (so that stakeholders can
see more specific information on key
subjects)

Provided a link to ouraction plan (as
this provides the stakeholders witlour
latest plans to improve perdrmance)

Produced a glossary of terms as an
accompaniment to the Annual

PerformanceReport( t o ~ j ar gon

water industry specific terms)
Our action plan

We published our actionplan to improve
performance on 11 April2023.

Instead of a single pdf docurent, in the
interests of transparency we decided to
create interactive web page contentthat
not only links to individual pages on each
performance commitment where the WER
classs fi ed us as
links to other key information that we
already have on our website.

We believe this approach creates the right
balance between providing summarised
information in a format that our customers
and the public undestand, and detailed
information should they wish to learn more.

It also allows our customers and the public
to obtain a more holistic view of our plans to
address performance, rather than looking
through the narrow lens of just the action
plan.

We intendto keep our action plan updated,
and this approach allows us to be more
agile in the way we do this. For example, by
providing links to our Pollution Incident
Response and our River Health
IméartO\{ergth pllanr? thenﬁqlves%when we
update these plans on our webi e, we will
not need to change information in our action
plan.

~lagging

bus

bel


https://www.ofwat.gov.uk/wp-content/uploads/2021/10/H2Open-2.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2021/10/H2Open-2.pdf
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Leakage

We provide regularquarterly updates about
our leakage performanceon our website.
We do thisto be transparent about our
performance and the plans we have to
reduce leakage

By developing open data for
stakeholders

Live sewage discharge alerts

Since the beginning of the yearwe have
been publishing live sewage discharge
alerts from over 460 permitted locations on
our website (the first water company do so).

Our Discharge Alert Manager( DA M°
product provides a near realtime capability
to monitor our STW and CSO discharge
points combined with other data from our
assets (such as pump runtimes, storm tak
levels).

This product incorporates open data from
the EA tide gauge Application Programning
Interface ( APP Jo reduce false positive
discharge alerts, thus making our operation
more efficient and effective. Tidal data is
fetched from the API and usedo determine
the tidal effect at our CSOs within the
tideway of the River Thames.

We have30 EDM at tidally influenced sites
and we use this data, in conjunction with
the EDM sensor data to determine the
current and historical tidal effect so that we
can generate accurate discharge alerts.

By developing open data to
manage our business

Groundwater infiltration rek dashboard

Our ground water infiltrationrisk dashboard
is linked to a dataset on the B API?
ground water levels.

Several STW catchments hae been
identified with seasonal high flows related to
groundwater and / or river levels. Tiese

high flows have resulted in flooding or
pollution.

Abstract decision support tool

Using open data from theE A ®eal time
flood-monitoring API has enabledis to
create an Abstraction Decision Support
Tool, which provides current river flow and
level data at key locations along the course
of the river Thames.

The tool conditionally formats this
information using triggers defined by the EA
to provide a red, amber,or green status of
the flow and level at each location.

Systemoperators in the Londonwater
control centre team in Thames Water then
use the tool to inform decisions to increase
or decrease abstractions, for example if a
key weir level is in constrainand appearing
red on the tool but there has been
substantial rain in the catchment, the level
and flow will likely rise to a level that permits
abstraction within a short period of time

Using the tool the operator is able to react
quickly when the levelreaches amber and
propose abstraction increases to the EA.

Likewise, if the level in the river turns red,
the operator can reduce abstraction and
inform the EA to assist their river
management.

The tool has empowered faster decision
making, which has ledto increased raw
water abstraction and improved supply
resilience.

This has been patrticularly illustrated in the
recovery of raw water storage during
drought in 2022, where increases in river
flows during September and October were
often shortlived folowing heavy but
sporadic rainfall and operators had to react
swiftly to capitalise.

Using the tool, operators were able to
proactively propose abstraction increases
to the EA, which prevented storage
reaching critical levels and endangering


https://www.thameswater.co.uk/about-us/performance/leakage-performance
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By our open data
partnerships

We ®sigaificant contributors to three
Open/Shared Data focussed Ofwat
Innovation fund projects.

Asacasestudy-i n one
CCTV Al ®, we (the
intend to create an open data set to
stimulate innovationand new product
development in the market by opening
water company data and making it readily
useable through standardisation.

The project will deliver an open reference
dataset on Sewer defects; it will be open
licenced and can be used by anyone to
create and train new Al models. Thames
Water are contributing time, expertise and
data to this project and have shared
>500GB of data into this project so far.

Partnership working is central to our
Smarter Water Catchments initiative and
builds on existing reléionships with key
stakeholders in our catchments. Smarter
Water Catchments is trialling a holistic and
evidence-based approach to understand
and improve three catchments within our
operational area.

Working with partners such as the Chilterns
Conservation Board and the River Chess
Association we have been able to share
data, create confidence and build trust in
the water quality insight we have on our
rivers.

Through these pilot projects, we have
purchased reattime water quality Sondes
which have been nonitoring the
catchments, detecting issues upstream and
downstream of potential sources of
pollution.

Two-way data sharing with our partners has
allowed us torespond quickly to any
potential issues and use multiple sources of
information to understand tke potential
impact on the river.

project
cont

To date, our partners on the River Chess
have been pleased with the actions we have
taken, satisfied with our methods of data
collection and confident in our approach to
ensuring we understand the impacts
elsewhere in thecatchment. Most
important! eeipg transparent with our data
’Iha}s [ehie |[n%roé¥]ed i)e\%ep of frust wi hj)n the
partnership which can be evidence through
correspondence, social media posts and a
willingness to continue to work in
partnership with ourselves

Compliance with
sanctions related to the
conflict in Ukraine

Thames Water recognises the increasing
extent and reach of sanction legislation
following theRussian invasion of Ukraine.

As such, we have processes in place to
deal with UK sanctions and to cary out a
range of targeted and proportionate due
diligence in relation to counterparties where
this is necessary.

Following the imposition of sanction
legislation, we obtained advice from our
legal advisers on the steps that need to be
taken to comply withthese sanctions, both
from a supply chain and customer
perspective.

This advice has been circulated to the
appropriate senior managers around the
business and is being acted upon.

Assurance work around compliance has
also been carried out. This confirmd initial
sanctions screening had been completed
across the business including fonew
appointments andvariations (NAVs°), non-
household (NHH°) retailers, and for our
suppliers.
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