£202 YDIEIN LS Papus Jesh ay} J0oj Sjuswalelg [e1oueulq pue poday [enuuy pajelbaiu] 9d dnous sanijin paxun

Our approach to generating value

Governance

Engaging with our stakeholders

We actively engage with stakeholders to build and maintain trust and ensure we create long-term value for all. Strong, constructive
relationships help us understand what matters most to them. The following pages detail how we engage with stakeholders who
influence what we do and benefit from the value we create (in dark blue), and those who just influence what we do (in grey), across a
range of ESG issues. Our materiality matrix on page 29 details stakeholder priorities and how these affect our ability to create value.

Our stakeholder relationships are subject to robust governance to ensure stakeholder insights are taken into account in decision-making
at executive and board level. The board’s ESG committee has stakeholder engagement and reputation as one of its standing agenda
items, and the chair of the independent customer challenge group (YourVoice) attends board meetings to provide its perspective.

Our Section 172(1) Statement on pages 58 to 59 provides examples of some of the ways stakeholder views have influenced key board
decisions during the year.

%2 Communities

£ Colleagues

Our work puts us at the heart of local communities, places where
customers and colleagues live and work. We want to support
them to be stronger and increase understanding of the impact and
contribution our work has on everyday life. We balance decisions
based on often competing stakeholder interests and look to
develop collaborative and partnership solutions where feasible.

Our colleagues are the face of the company and we could

not deliver our services without them, so maintaining
productive relationships built on trust is vital to delivering our
purpose. Colleagues know our business better than anyone,
with a diverse range of views and experience, making them
well placed to help us identify new ways of working and
opportunities for improvement.

Investors

It is important that investors have confidence in the organisation
and how it is managed. We provide regular updates to debt

and equity investors and meet with many top investors to
establish two-way dialogue about matters of interest to them.
Increasingly, this includes environmental, social and governance
(ESG) updates alongside financial and performance data.

Capital market days and investor roadshows
Annual general meeting open to all shareholders
Direct dialogue with relationship banks and credit agencies

Participation in investor-led ESG ratings and indices

Customer service and operational performance
Financial risk management

Corporate governance and business conduct

.= Suppliers

We rely on suppliers to deliver our services. Good relationships
help ensure projects are delivered on time, to good quality, at
efficient costs. Awareness of issues in the supply chain means
we can address them together and become more resilient.
Supplier engagement can also help us identify and realise
innovative approaches and solutions.

Directly through supplier relationship management process
and United Supply Chain (USC)

Setting challenges through our Innovation Lab

Supplier databases such as Achilles, to assess market
opportunities

Trust, transparency and legitimacy
North West regional economy

Responsible supply chain

Annual opinion survey enabling confidential feedback

Regular manager one-to-one meetings providing two-way
engagement

Colleague Voice panel providing a link to the board

Monthly trade union forums

Colleague engagement
Diverse and skilled workforce

Health, safety and wellbeing

4, Customers

To deliver value for customers, we need to understand their
short-term issues, and longer-term expectations of us as their
water company. As expectations change, we need to evolve our
services to ensure we meet them. We actively seek feedback
on what customers think about us so we can make our services
better and address the issues that matter.

Contacts through our operational call centre and social
media channels

Visits to customer properties to resolve issues. Direct
customer research on our service provision

Face-to-face engagement with groups representing
vulnerable customers, such as MIND

Drinking water quality
Customer service and operational performance
Affordability and vulnerability

56

Face-to-face meetings with local and parish councils to
discuss projects

Online portals for large capital projects to get the views of
communities where we are working

Facilitated workshops with partners to scope out solutions

Public events across the region to promote sustainable uses

Land management, access and recreation
Supporting communities
Trust, transparency and legitimacy

(3 Environment

We depend on the environment and have a key role in protecting
and enhancing it across the North West. We engage with
interested groups such as environmental regulators,
non-governmental organisations, campaigners and local
communities to find the best ways to tackle environmental
issues, like climate change and land management. Working
together is often the best way to find the right solution.

Meetings with national and regional environmental
regulators, such as the Environment Agency

Customer research to shape our investment plans
Events such as our Environmental AGM

Partnerships where we have common interests

Storm overflows
Climate change
Water resources and leakage

unitedutilities.com/corporate

The media is influenced by stakeholders’ interests, and in turn
influences them through what it reports. Many people receive
their information about us and our activities from traditional and/
or social media, so it is important that coverage is fair, balanced
and accurate. This requires effective two-way dialogue between
the company and the media, and we provide media training to
key senior managers to facilitate this.

How we engage

24/7 press office available to respond to media requests and
publish content for direct media use

Dedicated social media team covering multiple channels

Active media and social monitoring focused on the company
and sector

Top three material issues

Storm overflows
Customer service and operational performance

Trust, transparency and legitimacy

Regulators

Through proactive, constructive engagement with economic,
quality and environmental regulators, we understand
requirements and deliver against commitments over specified
time periods, aiming to meet or exceed the expectations they
have of our business. We actively engage in events such as
workshops and respond to consultations to contribute towards
the policy and regulatory framework in which we operate,
covering customer, economic, environmental, social and
governance matters.

Stock code: UU.

Politicians influence the long-term national water strategy and
environmental priorities, matters that affect how all businesses
operate, and champion issues raised by their constituents.
Local government, elected representatives and devolved

administrations provide insight into shared social, environmental,

economic and governance issues across the North West.

How we engage

Direct engagement with regional and national politicians
across the spectrum, and working groups with devolved
administrations and local authorities on common interests

Direct engagement with parish councils linked to planning
applications

Responding to enquiries through our corporate affairs team

Top three material issues

How we engage

Political and regulatory environment
Customer service and operational performance

Affordability and vulnerability

Top three material issues

Regular meetings with all e Political and regulatory
regulators on objectives environment

and performance e Customer service and

Responses to consultations operational performance
and contributing to policy o Resifenes

debates on how regulation

could evolve
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Our approach to generating value

Governance

We value the diverse perspectives that a broad range of stakeholders, representing different and
often competing interests, can bring to our decision-making.

S172(1) Statement

Our key decisions during the year to 31 March 2023

Introduction

Throughout this integrated annual report, we provide examples
of how the board has thought about the likely consequences of
long-term decisions and how we:

build relationships with stakeholders and balance their needs
and expectations with those of the business;
understand the importance of engaging with our colleagues;

understand the impact of our operations on the communities
in our region and the environment we depend upon;

are mindful of the interactions we have with our

regulators; and

understand the importance of behaving responsibly and
being consistent with the company’s purpose, values and
strategic priorities.

Our strategic priorities

Improve Create a E Provide a safe and
our rivers greener future great place to work

Cyber security
Link to strategy

00

The decision

To respond to calls from investors and company commentators
on the board’s oversight of cyber issues and security. Cyber

risk ranked as a top ten risk at United Utilities and this has been
the case since 2019. The board receives presentations from the
chief security officer, who reports functionally to the company
secretary, twice a year, providing the board with insight into
mitigation activities employed by the group in response to the
evolving threat of cyber and physical security attacks. The
board is kept apprised of developments in this area, and, in
particular, matters impacting the water and other utility sectors.
During the year, the audit committee, as part of its responsibility
for financial internal controls, received a presentation on the
management and assurance of the IT controls environment and
its contribution toward mitigation of cyber crime. The board
spends time understanding the increasing threats to the group’s
cyber/digital security and overseeing management’s actions to
mitigate the risk of a serious cyber attack (see pages 53 and 69),
with board members providing their experience of similar issues
faced by other sectors to the board’s discussions. Our Systems
Thinking approach real-time digital monitoring capabilities have
produced significant operational performance improvements,
but adversely raised the risk of cyber attack, in a similar way to
that of hybrid working.

Deliver great service
for all our customers

Statement by the directors in performance of
their statutory duties in accordance with S172(1)
Companies Act 2006

The board of directors of United Utilities Group PLC consider,
both individually and together, that they have acted in the way
they consider, in good faith, would be most likely to promote the
success of the company for the benefit of its members as a whole
and having regard (amongst other matters) to factors (a) to (f)
s172 Companies Act 2006, in the decisions taken during the year
ended 31 March 2023 including:

é Spend customers' Contribute to
money wisely our communities

How we engaged with stakeholders

Preparedness to mitigate cyber attacks is a topic investors are
often keen to explore. As a provider of essential services for UK
Critical National Infrastructure, the group is governed by The
Network and Information Systems Regulations (NIS Regulations),
which came into force in 2018 and focus on cyber security
compliance; monitoring/enforcement of these regulations is
within the remit of the DWI. The group is required to comply
with the Security and Emergency Measures Direction (SEMD)
which directs water undertakers to maintain plans to provide a
supply of water at all times and includes security components.
A SEMD report is submitted annually to DWI and is subject to
independent attestation prior to the submission. Colleagues
are encouraged and trained to be vigilant to phishing and cyber
attacks and a variety of modern protective defence tools are
employed to protect our systems and data.

The board’s view

The group’s information security policies and compliance
are aligned to ISO 27001. Good progress is being made with
the programme of work to comply with the NIS Regulations,
although the evolving nature of the sector-specific profile
defined by the DWI can be challenging.

The board is strongly averse to accepting cyber risk within the
group’s business strategy or operational activity. The approach to
the protection of information and data held by the group about
its assets and operations, customers and colleagues is aligned
with the group’s strategic priority of delivering great service for
all customers and the board believes that this would be most
likely to promote the long-term success of the company for the
benefit of its members as a whole.

unitedutilities.com/corporate

Better Rivers: Better North West
Link to strategy

000

The decision

Storm overflows help to minimise the risk of sewer flooding in
periods of heavy rainfall by allowing heavily diluted wastewater
to be released directly to the environment. The group committed
to four pledges in its Better Rivers: Better North West programme
to underpin a revival of rivers across the North West region.

£230 million has been committed to deliver environmental
improvements, supporting at least a one-third sustainable
reduction in the number of activations recorded from our storm
overflows by 2025 compared to the 2020 baseline, leading to

184 kilometres of improved waterways across the group’s region.
We have committed to accelerate these plans and get a head
start on future requirements through £250 million of reinvestment
funded from outperformance, to take action to improve river health
across our region and make other environmental improvements.

How we engaged with stakeholders

Collaborative action will deliver the best results for our region,
and an important step in the journey was the organisation and
participation in the Future Rivers Forum in November 2022, which
brought together representatives from environmental NGOs,
businesses, local authorities and our regulators to focus on
identifying new collaborations and collective actions to improve
river health. Customers have told us we must report on the steps
we are taking to improve river health. Our storm overflows report
was published in December 2022, coinciding with the holding

of the first Environmental AGM, which was attended by over 30
North West environmental leaders including representatives from
local nature partnerships, wildlife trusts, rivers trusts, combined
authorities and other environmental stakeholders. A new
partnership was launched with farmers to work with the farming
community to incentivise farming practices that reduce the
impact to river health, share best practice and develop sustainable
farming clusters.

Water Industry National Environment Programme
(WINEP)

Link to strategy

HO0e

The decision

Approval of the 2025-30 WINEP that sets out how United
Utilities intends to meet its obligations from environmental
legislation and UK Government policy.

How we engaged with stakeholders

We have been working in collaboration with our regulators,
Ofwat, the Environment Agency, Natural England and Defra, and
our suppliers who are key to helping us deliver our programme.

The board’s view

The company has taken all reasonable steps to deliver a high-
quality WINEP programme that offers ‘best value’ as defined by
the WINEP Options Development Guidance® as well as the Water
Industry Strategic Environmental Requirements (WISER) based
on a sound and robust evidence base.

The board’s view

Storm overflow activations are a big area of focus for the whole
industry as part of improving river health. Following keen interest
from the public and government, and publication of the new
Environment Act 2021, ambitious targets have been set for a
progressive but substantial reduction in activation frequency
across the country. The North West receives 28 per cent more
average annual water runoff than other regions and the industrial
legacy of our region means we have a much higher proportion of
combined sewers, with 55 per cent of our network taking both
waste and surface water, compared with the industry average of
33 per cent.

We were an early adopter of activation monitoring and have one of
the largest installed bases in the sector, with 100 per cent coverage
to be achieved by 2023. Our Better Rivers programme is delivering
improvements that support our target of at least a 33 per cent
reduction in activations by 2025, from a 2020 baseline. We have
already made great headway, delivering a 39 per cent reduction

so far. We are conscious that performance can be significantly
influenced by weather and while we are extremely pleased with the
progress delivered so far, we recognise that there is more we could
do, both individually and as a sector. The Government has asked

us to go faster, and we have responded by identifying additional
investment that could be spent in AMP7 but would be fully
recovered in AMP8. We are still early in the process of scoping and
costing our environmental programme for AMP8, but as a result of
these targets and other drivers coming out of the Environment Act,
early indications point to an investment that could be significantly
higher than the average level over the last two AMP periods.

Given the size of this potential investment, we are in discussions
with regulators about balancing the pace of investment in light of
affordability and deliverability considerations, and the investment
needed to meet these new environmental requirements is likely to
run over successive AMP periods.

The board, in committing to playing its part in improving river
health, believes this would be most likely to promote the
long-term success of the company for the benefit of its
members as a whole.

In relation to the ‘affordable to deliver’ requirement for a best

value plan, the company has sought to make the plan as affordable
as possible. However, the WINEP and WISER requirements are
driving a programme of very significant size and scale and with an
ambitious timetable for implementation. This means that it is not
possible at the time of the WINEP final submission in January 2023
to conclude that the programme would be affordable to customers
as a whole. The company will continue to engage with the UK
Government and regulators to understand the scope to improve
this position. The WINEP programme has been subject to sufficient
processes and internal systems of control to ensure the reliability
of information and has been assured in line with the published
assurance framework. The company has appropriately considered
the feedback and recommendations from independent external
assurance partners. Notwithstanding the board’s support for the
submission, it highlighted the considerable risk associated with the
programme including the risk relating to: affordability, deliverability,
the long-term impact on operating costs, the impact on whole-life
carbon, and the impact on operational and delivery performance.
The submission of the WINEP is a statutory requirement and
having taken all reasonable steps to deliver a high-quality WINEP
programme the board believes our proposed programme is one
that would be most likely to promote the long-term success of the
company for the benefit of its members as a whole.

® Water industry national environment programme, Options development guidance, July 2022, version 3.
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