Taskforce on Nature-related
Financial Disclosures

Governance
a) Board oversight

NI Water is committed to ensuring that
nature-related dependencies, impacts,

risks and opportunities are considered in
operational and investment decision making
and reporting.

Board

The NI Water Board (‘the Board’) is
responsible for the oversight of nature-
related dependencies, impacts, risks

and opportunities. The Board provides
commitment at the highest level and has
overall responsibility for maintaining and
developing a sound system of internal control
that supports the achievement of NI Water’s
five strategic priorities, with climate change,
biodiversity loss and wider sustainability
matters considered as part of our priorities,
particularly the priorities of ‘Nature’ and
‘Water’. NI Water has developed separate
but interlinked strategies on climate and
biodiversity, with wider sustainability matters
being monitored as part of our Corporate
Strategy. The governance arrangements

for biodiversity are shown in the diagram.
Refer to the TCFD section on page 105 for
governance arrangements on climate and

to the Governance section on page 144 for
wider sustainability matters.

Nature features in many of NI Water’s
Principal Risks and the Board receives
regular updates on the management of
nature-related risks throughout the year.
Nature-related risks are dependent on
funding and include the following Principal
Risks: wastewater, water quality and supply,
business resilience, climate change, the Living
with Water Programme, and stakeholder
engagement and education. Further details
can be found in our Principal Risks section on
page 76.

NI Water Board

Responsible for overall delivery of the
Biodiversity Strategy

Committee

Assists the Board
with its
responsibilities in
relation to
compliance with
nature reporting

Committee

Assists the Board
with its
responsibilities in
relation to
management of
nature risk

Executive
Committee

Responsible for
operational delivery
of the Biodiversity
Strategy and
management of
nature risks

Shadow Programme
Board and
Working Groups

Responsible for
implementing the annual
biodiversity action plan

The Board approves the description of
nature-related corporate risks, the risk
gradings, and the individual risk appetite, and
receives quarterly updates on these areas.
The Board has been actively involved in the
development of our incoming Biodiversity
Strategy, with approval of the final version
anticipated in 2025/26.
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The Board monitors and oversees progress
against goals and targets to address nature-
related dependencies, impacts, risks, and
opportunities. Refer to the Metrics and
Targets section of this disclosure on page
139, which includes links to the Sustainable
Development Goals and Global Biodiversity
Framework targets.

The following drivers of nature change
identified by the Intergovernmental
Science-Policy Platform on Biodiversity and
Ecosystem Services (IPBES) are threats

to biodiversity, which we recognise in our
Biodiversity Strategy. The TNFD uses IPBES
as a core scientific reference that underpins
the recommendations and guidance:

Land use change

Pollution

Main
5 Threats to

Biodiversity

Overexploitation

Invasive species

Climate change



Pollution

Agricultural, industrial and domestic
pollution can contribute to a significant
decline in water quality, which has the
knock-on effect of negatively impacting
biodiversity. An increase in the frequency
and size of eutrophication events, caused
by an excessive concentration of nutrients
in waterbodies, is a direct consequence

of pollution. Aquatic plants, such as algae,
grow in such dense amounts that they
block sunlight from reaching the riverbed.
This reduces the rate of photosynthesis in
plants on the riverbed, thus reducing oxygen
levels in the affected waters. Lower levels

of oxygen and less penetration of sunlight
through the waterbody decrease the quality
of the habitat reducing the diversity of
species that can survive here. Furthermore,
algae associated with eutrophication can
produce toxins that can harm both humans
and animals. The extent of pollution and loss
of biodiversity has directly impacted water
quality for abstraction in our drinking water

Invasive species

Invasive, non-native (alien) plant and
animal species are the second greatest
threat to biodiversity worldwide after
habitat destruction. Alien species become
invasive when they reproduce rapidly,
out-competing and diminishing native
species. They can negatively impact native
species, transform habitats, threaten
whole ecosystems causing serious
problems to the environment and impact
upon water quality. Many of the most
significant invasive species in Northern

Aerial photograph highlighting the Algae bloom
present in Lough Neagh during the summer of 2023
which has had a large impact on local biodiversity.

catchment areas. For example, in Lough
Neagh blooms of blue-green algae have
become a significant problem in recent times.
This issue has a significant impact as Lough
Neagh supplies 40.7% of drinking water
within Northern Ireland.

Ireland thrive along watercourses, such as
Himalayan Balsam, Japanese Knotweed
and Giant Hogweed. Zebra mussels have
also posed a significant threat in Lough
Neagh, where recent surveys show their
numbers have increased significantly,
which is causing serious environmental and
infrastructure impacts. Another example
is Elodea Nuttallii pondweed as it causes
an abstraction risk at Dunmore Point/
Castor Bay (Lough Neagh) and requires
continuous removal and management.
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Land use change

The rapid development of housing, roads and
other infrastructure, including water services,
in our towns and countryside, together with
major changes in agricultural practices, have
led to significant destruction, fragmentation
and loss of habitats. Even practices

such as tree planting can have negative
consequences if planted in the wrong area
as it significantly alters the natural conditions
in that area. The shallow root structure of
conifer plantations can detrimentally impact
water quality, particularly when planted

in peat. Whereas the deep root structure

of broad-leaved native species can bind

soils together and improve water quality,
particularly along riverbanks. Additionally,
there is an increased risk of wildfire on
coniferous plantations compared to native
deciduous trees, which would be detrimental
to the surrounding biodiversity as well as
water quality.

Example of a Forested Blanket Bog.

Overexploitation

Overexploitation of land and water
resources has a massively detrimental
impact on the natural environment and
biodiversity. Overfishing is a problem on
local, national and international scales and
has resulted in direct and indirect effects,
such as displacement of fish populations,
destruction of habitat and a reduced ability
for marine ecosystems to store carbon.
Likewise, agricultural stocking densities
present problems and overexploitation in
sensitive habitats can have profound impacts
e.g., overgrazing in peatland habitats. High
nutrient loading onto land from slurry as

a direct result of intensive agriculture and

the current agricultural policy can impact
water quality if not managed appropriately.
In light of our improved understanding of
the importance of healthy ecosystems and
sustainable practices, we need to revise our
current relationship with the land. Currently,
discussions around carbon farming on
wetlands are held to encourage farmers

to expand and innovate their practices

as opposed to being solely focused on
traditional methods. Over abstraction of the
water resource could also be an issue with
reduced flows causing reduced dilution rates
when pollution occurs further creating issues
for biodiversity.



Climate change

Climate change caused by human activity is a
major threat to biodiversity and the intricate
relationships between ecosystems, species
and their genetics. Climate change is driving
widespread and rapid changes across the
globe. In the UK, winters are projected to
become warmer and wetter, while summers
are expected to become drier and hotter.
The impacts will vary in severity and intensity
from place to place but already there is
evidence that the structure of plant and
animal communities are being significantly
altered as a result of changes in the climate.
Changes in other parts of the world can also
have knock-on impacts on Northern Ireland.
For example, warmer weather conditions

in the Arctic are leading to changes in the
number of birds overwintering in Northern
Ireland. Likewise, the increasingly early
flowering of some flora due to these warmer
conditions has a negative impact on insects
and their avian predators.

Furthermore, rivers and coastal habitats

are at risk of increased flooding and

coastal erosion due to rising sea levels and
unforeseen weather events, because of
climate change. Moreover, heavier rainstorms
in winter and throughout the year lead to
more flash flooding, thus increasing pollution
loads from soil run-off, increased erosion

and peat loss, thus impacting water quality
for abstraction in drinking water catchment
areas. There is also a heightened wildfire

risk during periods of drought and hot dry
weather, which can have a significant impact
on biodiversity. These areas need to be
monitored closely to assess the full, and ever-
changing impact.
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These threats pose potential risks and opportunities for NI Water’s business, through our
impacts and dependencies on nature. Given these threats, the following strategic objectives
have been identified in our Biodiversity Strategy:
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SET
BIODIVERSITY
TARGETS

OBJECTIVE

1

EXAMINE
CURRENT
CONDTIONS

OBJECTIVE

2

UNDERSTAND
IMPACT OF
SOLUTIONS

OBJECTIVE

S

IMPLEMENT
MEASURES

OBJECTIVE

4

MITIGATE
EXISTING/FUTURE
PRESSURES

OBJECTIVE

S

Work towards Conduct Use nature- Minimise the Review
biodiversity net baseline based impact of future impacts
zero / net gain. biodiversity solutions construction of water

monitoring where possible projects on abstraction
studies and to enhance biodiversity on ecology/
create a biodiversity. and incorporate biodiversity.
management green planning
plan for design options
priority in current
operational buildings and
facilities and NI assets.
Water lands.

The Board is supported by the Risk
Committee and the Audit Committee

for nature-related risk management and
reporting, including for the development of
TCFD and TNFD aligned disclosures in our
Annual Integrated Report and Accounts.

Board biographies, including any nature-
related competencies, are contained in

the Corporate Governance section on

page 152. Board member competence on
nature-related issues will be considered in
future Board evaluation exercises. Details
on linkage between performance and
Directors’ remuneration is contained in the
Directors’ Remuneration Report on page
180. Performance is aligned with delivery of
NI Water’s Corporate Strategy and includes
nature-related strategic performance
indicators contained in the Metrics and
Targets section of this TNFD disclosure on
page 139.

The Audit Committee and Risk Committee
support the Board on nature-related risk
management and reporting and receive
quarterly updates on these areas.

The Audit Committee is regularly briefed
on developments in sustainability reporting,
including the disclosures required under the
TCFD and TNFD frameworks, multi-capitals
reporting, reporting under the Climate
Change Act (NI) 2022, the ISSB Standards,
and the development of UK Sustainability
Reporting Standards.

The Executive Committee and the Board
are also supported by specialist advisors

on nature through professional services
frameworks, with several ongoing work
packages using external advisors and
support to assist NI Water’s journey towards
a full TNFD disclosure.

Further details on the Board’s oversight
arrangements are contained in the Corporate
Governance section on page 149.



b. Management role
Executive Committee

During the year, the Executive Committee
met on a quarterly basis to assess and
evaluate nature-related corporate risks and
agreed the necessary improvements required
to address evolving business needs. The
nature-related corporate and directorate risk
registers have clearly defined owners. These
registers were reviewed on a continuous
basis using risk management software, with
monthly reports generated for monitoring
purposes. Further details on the Executive
Committee’s oversight arrangements are
contained in the Corporate Governance
section on page 149.

Shadow Biodiversity Programme Board and
Working Groups

The Director of Engineering and
Sustainability is the designated NI Water
Board member responsible for nature.

The Director is the visible owner of the
Biodiversity Strategy, accountable for
successful delivery and is recognised
throughout the organisation as the key
leadership figure in driving the strategy
forward. The Director chairs the Biodiversity
Programme Board, which is operating in
shadow form pending finalisation of the
Biodiversity Strategy. The Biodiversity
Programme Board includes senior managers
from across the business. The Director also
chairs the Climate Change Programme Board,
supporting a cohesive and unified approach
to climate and nature-related disclosures. It is
envisaged that the Biodiversity Programme
Board will be supported by several working
groups, which will feed into the Corporate
Strategy and ensure the Executive
Committee and Board are updated regularly
on its progress. The Biodiversity Strategy is a
sub-strategy of the Corporate Strategy and
primarily supports the ‘Nature’ and ‘Water’
strategic priorities.

The working groups will develop and
progress an annual Biodiversity Action Plan,
which is aligned with the strategic objectives
of the Biodiversity Strategy. NI Water actions
and the action owners from across the
business will be identified to ensure traction
and delivery of the Biodiversity Strategy.

Delivery risks will be managed by the
Biodiversity Programme Board and reported
quarterly to the Executive Committee.

The final structure for the Biodiversity
Programme Board, including links with the
Climate Change Programme Board, are still
to be determined.

NI Water engages with internal and external
stakeholders along with members of the
wider public, to communicate our work

on biodiversity and champion biodiversity
protection and enhancement. Further details
are contained in the Strategic Report (such
as the ‘External environment’ section on page
22 and the ‘Listening to you’ section on page
24) and in the Governance section (such as
the s172 statement in the Directors’ Report on
page 176).

¢. Human rights
Policies

NI Water has a range of policies approved by
management or the Board to both prevent
human rights violations and abuses and to
take an active role in respecting, protecting,
and fulfilling human rights within our areas
of influence - our colleagues, customers,
suppliers and local communities in which we
operate. These policies include the following:
Health and safety policy, Equal opportunities
and diversity policy, Recruitment and
selection policy, Capability policy, Hybrid
working policy, Stress management policy,
Grievance procedures, Data protection
policy, Freedom of information policy,
Environmental Information Regulations
guidance, Modern slavery policy and Modern
Slavery Act statement.

NI Water are also working towards acting on
the UN’s Sustainability Development Goals
(SDGs), progress against which can be found
in the Metrics and Targets section of this
TNFD disclosure on page 139.

We plan to undertake analysis of our
upstream value chain, which will inform our
understanding of the environmental impacts
on Indigenous Peoples. This analysis will
also be used to develop an engagement
approach for Indigenous Peoples, where
possible and appropriate.

NI Water Annual Integrated Report and Accounts 2024,/25
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We will review the need for a Human
Rights policy and policy links to relevant
international standards. We will also
engage with Heads of Commercial, Capital
Procurement, and Communications to
identify any gaps in existing policies and
actions to remediate these.

Details of our activities on promoting
diversity and inclusion is contained in the
Strategic Report on page 74 and Governance
section on page 184.

Value chain

NI Water has implemented ‘PPN 05/21
Human Rights in Public Procurement’

to ensure compliance with international
standards and guidance such as the United
Nation’s Guiding Principles on Business and
Human Rights, and domestic law including
the Human Rights Act 1988 and the Modern
Slavery Act 2015. NI Water liaises with the
Northern Ireland Human Rights Commission
for guidance and is a member of the Business
and Human Rights Forum.

EE]

Engagement

Further details on engagement are contained
in the Strategic Report (such as the ‘External
environment’ section on page 22 and the
‘Listening to you’ section on page 24) and

in the Governance section (such as the s172
statement in the Directors’ Report on page
176). This engagement is informed by our
materiality assessment on page 26, which
will be further developed for nature-related
risks and opportunities to inform future
engagement with stakeholders.

We consider materiality to refer to NI Water’s
most significant impacts and dependencies
on nature in line with the TNFD guidance.
Materiality will be further defined and
explored through a materiality assessment to
support future disclosures.

NI Water ensures that there is representative
and equitable access to stakeholder
engagement for supplier engagement events
and education outreach activities. We play

a pro-active role in environmental advocacy
that aligns with our statutory responsibilities.
NI Water avoids using public funds for
lobbying activities that could be construed
as political or outside of its statutory remit.
Our nature-related stakeholder engagement
processes will be aligned with the TNFD and
overseen by the Board.

Future steps

To further develop NI Water’'s TNFD
disclosures in future reporting years, we
plan to:

e undertake an upstream value chain
analysis to include consideration of
impacts on Indigenous Peoples and inform
engagement strategy where necessary; and

» assess need for a specific Human Rights
policy and alignment with international
standards, filling in policy gaps where
needed; and

* use an updated definition and approach
to materiality to inform engagement with
stakeholders.


https://www.niwater.com/siteFiles/resources/pdf/2023/June/PPN0521HumanRightsCaseStudyMay23-GoodsandServices.pdf
https://www.niwater.com/siteFiles/resources/pdf/2023/June/PPN0521HumanRightsCaseStudyMay23-GoodsandServices.pdf
https://www.niwater.com/siteFiles/resources/pdf/2023/June/PPN0521HumanRightsCaseStudyMay23-GoodsandServices.pdf
https://www.niwater.com/siteFiles/resources/pdf/2023/June/PPN0521HumanRightsCaseStudyMay23-GoodsandServices.pdf
https://www.niwater.com/siteFiles/resources/pdf/2023/June/PPN0521HumanRightsCaseStudyMay23-CapitalWorks.pdf
https://www.niwater.com/siteFiles/resources/pdf/2023/June/PPN0521HumanRightsCaseStudyMay23-CapitalWorks.pdf
https://www.niwater.com/siteFiles/resources/pdf/2023/June/PPN0521HumanRightsCaseStudyMay23-CapitalWorks.pdf
https://www.niwater.com/siteFiles/resources/pdf/2023/June/PPN0521HumanRightsCaseStudyMay23-CapitalWorks.pdf

Strategy
a. Nature-related risks and opportunities

Our business is inherently circular:

we abstract water from the natural
environment to provide our customers with
a vital resource, before taking away their
wastewater, treating it and safely recycling
the water back into the natural environment.
Our ambition is that our services always
contribute to a flourishing natural
environment from source to sea, spanning
sustainable catchment management to
sustainable urban drainage and integrated
constructed wetlands. We are evolving

our strategic approach to manage nature-
related risks and opportunities, based on
our understanding of our nature-related
impacts and dependencies, aligned with the
TNFD framework.

The table below identifies the most material
nature-related impacts and dependencies
in our direct operations, upstream and
downstream from our value chains. The
impacts and dependencies are primarily

Realm We depend/rely on it

e To source clean water
from reservoirs, rivers, and
boreholes, from which
abstraction licences permit
us to take water to be
treated and supplied to
customers.

To treat wastewater and
safely return it to the
environment.

To store and clean sources
of water.

To attenuate flows of
water into our water and
wastewater systems.

To treat wastewater using
nature-based solutions, such
as integrated constructed
wetlands.

Atmosphere

To provide a healthy and
safe work environment.

For temperature regulation.
To reduce our fossil fuel
consumption through solar
and future wind power.

long-term given the long asset lives
associated with NI Water’s infrastructure
and the investment horizon spanning
multiple price controls.

We assess and manage these impacts and
dependencies using our Integrated Risk

and Resilience Framework (page 77), and
strategies such as our Biodiversity Strategy
and Climate Change Strategy. Our role as a
major landowner of designated areas and
the legal obligations under the Conservation
Regulations for Special Areas of Conservation
and The Environment Act for Areas of
Special Scientific Interest, also require
assessment and management of impacts and
dependencies to prevent the degradation of
important habitats and species.

STRATEGIC REPORT

We have also started to consider how these
impacts and dependencies are interlinked,
for example, NI Water relies on raw water
from sources such as Lough Neagh but

also discharges treated effluent into Lough
Neagh. This thinking will be expanded upon
in future disclosures to further align with the
TNFD recommendations.

We can impact on it

e To source clean water from reservoirs, rivers,
and boreholes, from which abstraction
licences permit us to take water to be treated
and supplied to customers.

To treat wastewater and safely return it to
the environment.

By improving the condition of rivers and
water bodies.

Through our abstractions, leakage, final
effluent quality, overflows, pollution
incidents, and asset failure.

By improving the condition of the land we
are stewards of, including improving habitat
health and biodiversity.

By storing greenhouse gases in our land, e.g.
soils, forests and peatlands.

By promoting more sustainable practices
through catchment management and
stakeholder engagement.

By exploring how a circular economy
approach to sewage sludge could be applied
e.g. nutrient, water and energy recovery
alongside agricultural and industrial uses of
by-products.

By releasing greenhouse gas emissions,
and other atmospheric pollutants, thereby
contributing to climate change and
impacting the health of people and nature.

NI Water Annual Integrated Report and Accounts 2024,/25
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We are committed to putting nature at the
heart of our decision-making: ‘Nature’ is

one of the five Strategic Priorities in our
Corporate Strategy, and we define it in terms
of our goal of ‘protecting and enhancing the
natural environment’. This involves actions to
support nature in the long-term by:

e improving the biodiversity of water
catchments, rivers and lakes to restore
our natural resources and ensure that
favourable conservation status is achieved,;

* adopting a circular economy approach to
what many currently consider to be ‘waste’
to avoid loss of value and where possible
provide environmental benefits;

investing in our treatments works so that
they are efficient and reliable, producing
the optimum residual byproducts and in the
future, energy and nutrient recovery; and

* adopting new and innovative treatment
processes which will: provide increased
capacity to allow for growth, allow more
stringent standards to be achieved in
the future, improve resilience to shock
loads, reduce odours for neighbouring
communities, reduce energy and
chemical consumption and provide wider
environmental benefits.

NI Water’s Biodiversity Strategy also includes
five Strategic Objectives to ensure that
biodiversity benefits are at the forefront

of our business activities. More detail is
provided on these in the Governance section
of this TNFD disclosure on page 119.

The LEAP Approach

The TNFD has developed an integrated
approach for the assessment of nature-
related issues known as the LEAP approach:

* Locate interfaces with nature;

« Evaluate dependencies and impacts on
nature;

e Assess nature-related risks and
opportunities; and

* Prepare to respond to, and report on,
material nature-related issues, aligned with
the TNFD’s recommended disclosures.

It is our intention to undertake the LEAP
approach and will present this in future TNFD
disclosures. This LEAP assessment will help
to deepen our understanding by considering
nature-related impacts, dependencies, risks,
and opportunities across our value chain,

our relationship with which is identified in
Risks and Impact Management section of this
TNFD disclosure on page 136.

Nature-based decision making

We are developing existing planning activities
to support nature-based planning and
decision making. Our long-term viability
scenarios can help assess nature-related
dependencies associated with both the
upstream (water collection, production and
distribution) and downstream (wastewater
collection, treatment and disposal) value
chains. We plan to develop the long-term
viability scenarios and have started to
consider biodiversity in our Water Resource
and Supply Resilience Plan.



We are also exploring whether our climate risk modelling could be extended to consider the
impacts of nature-related physical and transition risks. The modelling will help us understand
the linkage between nature-related risks and opportunities, business performance and financial

effects as outlined below.

Nature-related risks

q
Systemic Physical

risks risks

Business

Resilience performance

Ecosystem

stability risk ~— | Acute risk
Financial L
stability risk Chronic risk

A

Policy risk

Liability risk

Reputational
risk

Market risk

Technology
risk

Revenue

Expenditure

@ Full disclosure

(b Part disclosure

Markets

Capital flow and
financing
Products and
services

Resource
efficiency
Reputational
capital

Nature- Impact Nature-

mitigation

related op-
portunities

related
risks

(|
Sustainability
performance

Sustainable
use of natural
resources

Ecosystem
protection,
restoration and
regeneration

Strategic planning and risk

management

Financial effects

Assets and
liabilities
Income Cash flow Balance
statement | statement sheet
Capital and
financing
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We also plan to drive improvements to
nature-based decision making through
pricing nature in investment appraisals and
developing a natural capital account to
measure and report on the stock and flow
of natural capital. Natural capital accounts
have been identified by the Natural Capital
Committee and the UK National Ecosystem
Assessment as a fundamental activity in
nature-based decision making.

Value chain

We are committed to reducing nature-based
risks through collaboration with partners
throughout our value chain, including our
supply chain partners. The supply chain
represents all the suppliers, contractors, and
service providers that are used by NI Water
to build and keep the business operating.
We regularly engage with our supply chain
through a variety of channels. To ensure
that nature is considered throughout our
supply chain, we plan to expand our supply
chain mapping and explore changes to
procurement processes to ensure that
suppliers support us on our journey to
restore nature.

We also create wider value for our
stakeholders through our partnerships with
universities, water industry peers, and other
research organisations. Our value chain is
considered in further detail in the TNFD Risk
and Impact Management section of this
TNFD disclosure on page 136 and will be
expanded upon in future disclosures.

b. Business model, value chain, strategy and
financial planning

NI Water’s Corporate Strategy recognises
that we live in a resource-constrained

world and have a responsibility to ensure
that planet Earth is sustainable for those
who come after us. The United Nations’
Sustainable Development Goals (SDGs)

are 17 goals designed to deliver a more
sustainable world by 2030, and we are proud
to play our part in supporting delivery of at
least 12 of these. Eight of the goals align with
the Global Biodiversity Framework targets
and inform our approach to understanding
the effects that nature-related dependencies,
impacts, risks and opportunities have on our
business model, value chain, strategy and
financial planning.

We have also developed a Biodiversity
Strategy to support transition plans and
develop further analysis, as part of this we
have also undertaken place-based planning
to work with local groups to address nature-
related impacts and opportunities. The table
below summarises the goals and provides
examples of activities by NI Water to support
the Global Biodiversity Framework (GBF).

We have also joined Business for Nature,

a community of leading businesses which
have made commitments that will begin
to reverse the loss of nature and restore
the planet’s vital natural systems on which
our economies, wellbeing and prosperity
depend. This community and its principles
inform and guide our business’s strategic
approach to nature.
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The effect of nature-related risks on business performance is outlined below and will be
expanded in the future to assess ecosystem and financial stability risks and cover the whole
value chain. The financial effects are set out in the Long-Term Viability Statement. Other plans
such as the Water Resource and Supply Resilience Plan contribute to NI Water’s understanding
of the long-term dependencies, impacts, risks, and opportunities in terms of water supply
resilience and investment planning.

Principal risk Type Description Effect on business Mitigating actions
reference performance

Transition Risk
(Policy)

Transition Risk
(Policy)

Transition Risk
(Reputational
risk)

Transition Risk
(Reputational
risk)

Physical Risk
(Acute &
Chronic)

Physical Risk
(Acute)

NIEA reform
of wastewater
compliance

Negative - increased pollution
incidents, reputational damage
and potential fines.

Positive - risk mitigation
could result in an improved
understanding of wastewater
compliance to support future
investment needs.

Environment
Bill planned
for Northern
Ireland

Negative - increased pollution
incidents, reputational damage
and potential fines if not
supported by investment in
wastewater infrastructure.

Positive - risk mitigation could
be a driver for increased
investment in wastewater.

Wastewater
compliance
breaches

Negative - increased pollution
incidents, reputational damage
and potential fines.

Positive - risk mitigation could
be a driver for increased
investment in wastewater.

Lack of
stakeholder
education on
nature impacts

Negative - increased pollution
incidents, reputational damage
and potential fines.

Positive - risk mitigation could
lower per capita consumption,
decrease sewer blockages and
increase appetite for nature-
based solutions.

Wetter and Negative - increased pollution
stormier incidents, supply interruptions
winters and and leakage, reputational

drier summers damage and potential fines.

Positive - risk mitigation
could result in an improved
understanding of wastewater
compliance to support future
investment needs.

Frontline
service failure
(NI Water or
contractor)

Negative - service disruption,
reputational damage and
potential fines.

Positive - risk mitigation
could result in faster recovery
following incidents.

Wastewater Regulation Reform
Programme Board oversees
governance and delivery of
projects to prepare for any
regulatory changes.

Climate change Programme
Board supported by working
groups covering a range of
climate and nature-related
areas including energy,
emissions, resilience, land,
sequestrating, offsetting,
reporting and multi-capitals.

The removal of storm water

is being considered to enable
capacity in our sewer network
where practical. Investment in
storm overflow event duration
monitors provides new data
on the operation of storm
overflows and informs capital
investment, base maintenance
and operational interventions.

Education and stakeholder
engagement across a wide
range of groups including
students (primary, post primary
and university level), farmers,
politicians, lobby groups

and the public. Advertising
campaigns cover water

and sewer usage, spanning
television, radio and social
media platforms.

Working group in place to
tackle high priority ingress
and infiltration. Development
of water resilience and water
resource plans to deal with
drier summers and high
demand.

Regular engagement with
supply chain on business
continuity and major incident
planning.




Principal risk Type Description Effect on business Mitigating actions
reference performance

Physical Risk Poor land Negative - higher costs of Partnership working with

(Chronic) management treatment due to reduced stakeholders on sustainable
practices in quality and reliability of the raw catchment management
our drinking water received at NI Water’s projects to enhance raw
water raw water abstraction points. water quality and restore
catchments biodiversity. Projects include

and diffuse P05|It;\{e 3 r|§k mltlgao'lclontciuldf fire risk management, pesticide
IRSSITIE (I &l (IERS=RSSE] USElE © mitigation, farm ammonia

susta.inable catchment-baggd reduction measures, peatland
solut|on§, fayourable condition restoration, tree planting

and habitat |mprovement and and land management
grea'.cer. attenuation for flood improvements.

alleviation.

STRATEGIC REPORT

pollution

Physical Risk Internal sewer  Negative - damage to property Drainage area studies and
(Chronic) flooding and reputation, increased costs  integrated environmental

of claims and insurance. modelling helps us better
understand flood risk.
Nature-based mitigation
actions include sustainable
urban drainage systems and
flood attenuation and may
contribute towards optimising
other benefits and further
contributing to improving
ecosystem health.

Positive - risk mitigation
could result in the removal
of impermeable areas and
attenuating the flow reduces
sewer flooding.

Physical Risk Fluvial and Negative - damage to property
(Acute & coastal and reputation, increased costs
Chronic) flooding (tidal  of claims and insurance.
and storm
surges) and
pluvial (rainfall

Positive - risk mitigation could
result in the strengthening

of flood defences, removal

of impermeable areas and
attenuating the flow reduces
sewer flooding.

related)

Physical Risk Damage Negative - higher costs of The Sustainable Catchment
(Chronic) or loss of treatment due to reduced Area Management Programme
sensitive or ecosystem services impacting Northern Ireland aims to
designated the quality and reliability of improve the quality and
habitat the raw water received at NI reliability of the water through
features Water’s raw water abstraction sustainable catchment-
points. based solutions that focus on
protecting and enhancing the

Positive - risk mitigation could e CRvERAERE.

result in an increased uptake of
sustainable catchment-based
solutions, favourable condition
and habitat improvement and
greater attenuation for flood
alleviation.

Physical Risk Living with Negative - decline in Belfast NI Water’s Strategic
(Acute) Water Lough’s water quality cannot Planning Evaluation Group
Programme be halted and reversed. has commenced a review
delayed Bacterial, excessive levels of wastewater capacity
of nutrients and sewage constraints for the six
related debris will continue to wastewater treatment works
contaminate watercourses, the  that discharge into Inner
shoreline and sea. Increased Belfast Lough and the Living
pollution, reputational damage  with Water in Belfast Plan.
and potential fines.

Positive - risk mitigation could
result in the flourishing of
Belfast Lough ecosystem, an
important and safe habitat,
including for birds and marine
mammals and supporting
commercial mussel farming.
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c. Resilience of the strategy

Nature-based resilience is the strategic,
organisational capacity of NI Water to resist,
react to and recover from disruptive nature-
related threats and survive both foreseen
and unforeseen nature-related risks. Our
Integrated Risk and Resilience Framework
describes NI Water’s process for identifying,
prioritising and managing nature-related
risks which may impact either positively

or negatively on the achievement of our
strategic priorities.

Our Corporate Strategy and PC21 Business
Plan are aligned with the Integrated Risk

and Resilience Framework as are other
supporting strategies, plans and assessments
including our Climate Change Strategy,
Biodiversity Strategy, Water Resource and
Supply Resilience Plan and Long-Term
Viability Assessment. We consider a range
of scenarios in our strategies, plans and
assessments to understand the current level
of resilience and identify future investment to
improve our resilience. Details on scenarios
are contained in the TCFD and Long-Term
Viability Assessment sections and in relevant
publications on our website. We have set out
further information on scenario analysis in
the Risk and Impact Management section of
this disclosure on page 136. Funding against
the TNFD requirements will be determined
as part of the PC28 Business Plan process,
which is underway.

d. Priority locations

We have identified the following priority
locations using information within our
Corporate Risk Registers, which draw on
relevant strategies, plans and statutory
requirements. Our Biodiversity Strategy will
outline further work to understand nature-
related dependencies and impacts, including
management plans for priority locations. It is
our intention to undertake LEAP and value
chain analysis in future TNFD disclosures

to build on this initial high-level overview of
priority locations.




PRIORITY LOCATIONS

SENSITIVE LOCATIONS T,
C
* Natura 2000 Sites/National Network Sites included in the Water Resource c 9%
and Supply Resilience Plan habitats regulations assessment % “GC) 9
Dorisland catchment - all waterbodies and a glen (North Woodburn, ﬁ € 3o
South Woodburn, Copeland and North Woodburn Glen) are Areas of wEEZ2
Special Scientific Interest |5 % b2
Fofanny/Spelga Catchments (Fofanny water treatment works) - sits 2 ® b
partly within the Western Mournes and Kilfeaghan Upper Area of Special >3 @ =
Scientific Interest o5 ° 3
Caugh Hill Catchment (adjacent to Banagher Glen Area of Special E = o 8
Scientific Interest) - owned by NI Water, leased to DAERA Forest Service 2 E5 3
wn 4+
Altnahinch Catchment (partly in Slieveanorra and Croaghan Area of % @ o ¢
Special Scientific Interest) - partly owned by NI Water, leased to DAERA 5S> <
Forest Service ST s
O
—
SENSITIVE AND MATERIAL LOCATIONS
« Silent Valley Catchment (Drumaroad water treatment works) - sits
entirely within Eastern Mournes Special Area of Conservation
* Lough Neagh - entire waterbody is a Special Protection Area and
RAMSAR site
- NI Water abstracts water from and discharges into the Lough, an area
of declining ecosystem integrity
* NI Water discharges into other areas important for biodiversity,
presenting risks
- Carlingford Lough Inner Estuary
- Newry and Warrenpoint
- River Foyle
* NI Water is taking actions to restore peatland habitats, improving carbon
storage and water quality
- Dungonnell catchment (500ha blanket bog restored)
- Garron Plateau (~2k ha peatland restoration) o
- Lough Bradan (restoration of 28ha of previously forested peat bog) 7D :93 48 ﬁ
oEgSc
MATERIAL LOCATIONS o< E £
e Catchment management areas where work is being done to improve raw 20 § 5 §
water quality % _rcﬁ Lo
- Clay Lake water treatment works - Farming for Water scheme By © § 2
= = ©
- Ballinrees water treatment works (Lower Bann) - farming engagement § g % 2 ©
- Carmoney water treatment works (River Faughan) - Mobuoy € % 2
remediation site

-

Future steps
To further develop NI Water’s TNFD disclosures in future reporting years, we plan to:

* begin using the TNFD’s LEAP approach to improve understanding and management of
nature-related impacts, dependencies, risks and opportunities across the value chain,
including mapping priority locations for NI Water’s interface with nature;

» develop long-term viability scenario analysis to better consider biodiversity and nature loss
alongside climate risk modelling; and

e improve nature-based decision making by valuing impacts to nature in investment appraisals
and developing a corporate natural capital account.
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Water

Upstream:

Raw water sources,
sustainable catchment and
water supply chains.

WATER

Wastewater

Upstream:

Wastewater produced by
domestic and commercial
customers, surface water
run-off, and wastewater
supply chains.

Risk and Impact Management

a. Risk identification and assessment processes

NI Water is at an early stage of identifying, direct operations and downstream
assessing and prioritising nature-related activities at a high level, and will form the
dependencies, impacts, risks and basis of a more thorough understanding of
opportunities in its value chain, aligned the value chain, which will be presented in
with the TNFD framework. The diagram future TNFD disclosures.

below demonstrates NI Water’s upstream,

Direct operations: Downstream:
Construction and Use of drinking water by
maintenance of assets, domestic and commercial
treatment, pumping, customers.

distribution, leakage
management, new
connections, meter reading,
billing and green energy.

WASTEWATER

Direct operations: Downstream:
Construction and Return of treated
maintenance of assets, wastewater to
wastewater collection, watercourses and

pumping, treatment, sludge the sea.
incineration, billing and
green energy.




Direct operations

NI Water’s processes for identifying,
assessing and prioritising nature-related risks
and opportunities in its direct operations are
set out in the Corporate Governance section
of this annual report on page 76.

NI Water’s Environmental Management
System forms part of the Integrated Risk and
Resilience Framework and is independently
certified to ISO14001:2015. The System
includes all activities at NI Water sites.
Significant aspects are managed in a manner
that controls the risk and seeks over time

to reduce or eliminate the environmental
impacts. NI Water seeks to control all
medium and high significance aspects and
set targets and objectives for continuous
improvement for all high significance aspects.

Long-term plans such as the Water Resource
and Supply Resilience Plan also provide

a means of identifying, assessing, and
prioritising nature-related dependencies,
impacts, risks and opportunities in terms

of water resource supply and demand
management. For example, the Plan identifies
Lough Neagh as a key natural asset on which

High transition risks

TNFD scenario 1

¢ Higher compliance
requirements and rising
societal expectations

¢ Less climate change and
biodiverstiy net gain

Low physical
risks
TNFD scenario 3

* Lower compliance
requirements and falling
societal expectations

* Less climate change and
biodiverstiy net gain

NI Water relies and includes a methodology
for identifying the key risks of long-term
water resource availability and supply
resilience within each water resource zone,
such as climate change and population
increase, and includes a Drought Plan.

The assessment of the financial impact of
risks is set out in our Long-Term Viability
Statement. The viability assessment is based
on severe but plausible risk scenarios, which
draw on the Principal Risks. Nature-related
risks and opportunities are considered
alongside non-nature-related risks and
opportunities within the Principal Risks and
are integrated into business practices. Long-
term viability scenarios 8 to 12 are nature-
related and cover our direct operations.

We plan to develop the long-term viability
assessment process to support several
overarching TNFD scenarios. An indicative
approach is shown below. This will widen the
range of nature-related scenario approaches
considered beyond the ‘severe but plausible’
scenario approach used in the viability
assessment. The assessment is based on the
most material risks facing the business.

‘Severe but
plausible’
scenario for
nature-related
<“—planning
purposes

TNFD scenario 2

¢ Higher compliance
requirements and rising
societal expectations

* More climate change and
biodiverstiy net loss

High physical
risks

TNFD scenario 4

* Lower compliance
requirements and falling
societal expectations

* More climate change and
biodiverstiy net loss

Low transition risks

NI Water Annual Integrated Report and Accounts 2024/25
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Our Biodiversity Strategy will outline
further work to understand nature-

related dependencies and impacts in our
direct operations as set out in the TNFD
strategy section above. For example, the
Biodiversity Strategy aims to improve the
quality of environmental data through work
with NIEA to explore how water abstraction
impacts biodiversity.

Upstream and downstream value chains

NI Water’s processes for identifying,
assessing and prioritising nature-related
risks and opportunities in its upstream and
downstream value chains are set out in the
Corporate Governance section on page 76.

Our commercial and capital procurement
teams are engaging with the wider supply
chain to understand nature-related impacts,
risks and opportunities. Refer to the Strategy
section of this TNFD disclosure on page 127.

Our Biodiversity Strategy will outline
further work to understand nature-related
dependencies and impacts in our upstream
and downstream value chains, including
carrying out a feasibility exercise on
biodiversity pricing mechanisms to ensure
the full biodiversity impacts of projects
across the value chain are reflected in
financial appraisals.

Priority locations for our upstream and
downstream activities are contained in

the TNFD Strategy section on page 127.
Future TNFD disclosures will build on this
initial high-level analysis, informed by more
detailed value chain analysis based on the
LEAP approach.

b. Risk management process

NI Water manages its nature-related
dependencies, impacts, risks and

opportunities through its Integrated Risk
and Resilience Framework as set out in the
Corporate Governance section on page

77. Our Biodiversity Strategy will outline
further work to understand nature-related
dependencies and impacts, including
management plans for priority locations.

It is our intention to undertake the LEAP
approach and value chain analysis in future
TNFD disclosures. This work will build

on existing assessments within our PC21
Business Plan and supporting plans such as
the Water Resource and Supply Resilience
Plan and Drought Plan.

c. Integration into overall risk management

The Integrated Risk and Resilience
Framework is integrated with our strategic
and business planning processes used

to develop our Corporate Strategy, PC21
Business Plan, Climate Change Strategy
and Biodiversity Strategy. Our Integrated
Risk and Resilience Framework is supported
by other nature-related risk and resilience
processes, including our Environmental
Management System, Long-Term Viability
Statement and our Water Resource and
Supply Resilience Plan.

Future steps

To further develop NI Water’s TNFD
disclosures in future reporting years, we
plan to:

» develop a better understanding of NI
Water’s value chain and the interfaces
with nature across it, using a materiality
approach to identify the most material risks
and opportunities for NI Water; and

e deepen scenario analysis to better manage
the risks of biodiversity and nature loss.




Metrics and Targets

a. Nature-related metrics in line with
strategy and risk management process

At present, NI Water uses a wide range of
metrics and targets to assess and manage
material nature-related dependencies,
impacts, risks and opportunities. These are
used to optimise decision-making and are
integral to our business performance. It is

our intention to further align these existing
metrics and targets with those recommended
by TNFD in future disclosures.

The following Strategic Performance
Indicators are recognised as nature-related
performance metrics and are reported

on pages 31to 59. The indicators are
contained in our Corporate Strategy and
embedded in the Integrated Risk and
Resilience Framework:

e Reduction in customers reporting service
failures;

* Water quality compliance;

e Reduction in leakage;

* Reduction in supply interruptions;

» Bathing water quality;

e Reduction in our pollution incidents;
* Wastewater compliance; and

* Reduction in number of properties at risk of
out of sewer flooding.

Our long-term assumptions to inform nature-
related risks and opportunities are contained
in the Climate Change Strategy and long-
term plans such as the Water Resource and
Supply Resilience Plan.

b. Metrics and related risks

Further metrics and targets are used by NI
Water to assess and manage dependencies
and impacts on nature as shown on pages
140 to 142. These indicators are primarily
taken from our PC21 Business Plan and
Annual Information Return. The metrics
have been aligned with the metrics
recommended by the TNFD to measure
nature-related issues, as well as NI Water’s
principal threats and opportunities. We
will develop our ability to report against all
the relevant metrics recommended by the
TNFD in future disclosures.
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c. Nature-related targets and performance
against targets

The metrics and targets used by NI Water

to manage nature-related dependencies,
impacts, risks and opportunities and its
performance against these are set out

in sections a and b above. We plan to
develop these metrics and targets in future
disclosures to better align with TNFD, as
well as best practice target setting and other
reporting frameworks.

The key nature-related reporting frameworks
that NI Water are reporting against are
identified below, which also serve to evidence
NI Water’s strong commitment to measuring
and reporting our relationship with nature.

Task Force for Climate-related Financial
Reporting

The Task Force for Climate-related Financial
Reporting (TCFD) provides a best practice
climate-related reporting framework. Refer to
our TCFD section on page 105.

Science based nature targets

Targets are considered ‘science-based’ if
they are aligned with the Convention on
Biological Diversity’s Post-2020 Framework
and are designed to support the Sustainable
Development Goals. We plan to set science-
based nature targets with the Science
Based Targets Initiative, which defines and
promotes global best practice in science-
based target setting.

CDP

NI Water has registered with CDP and

used the CDP questionnaire to prepare

the TNFD disclosures. The CDP is part of a
nature-related disclosure framework, which
ultimately supports best practice corporate
disclosures. NI Water is aiming to improve its
CDP score from ‘C’ (2023) to ‘B’ in 2025.

Public Body Reporting

The Wildlife and Natural Environment

Act (NI) 2011 places a statutory duty on

all public bodies regarding biodiversity
reporting. In September 2024, DAERA
published a revised Environmental
Improvement Plan for Northern Ireland. Our
Biodiversity Strategy aligns with the Plan,
particularly in the areas of water quality
improvement, nature restoration and climate
resilience. NI Water’s performance and
actions under the Plan may be subject to

reporting requirements by DAERA or the
Office for Environmental Protection.

UK Sustainability Reporting Standards

We continue to monitor the development of
the standards and the implications for our
biodiversity reporting. Refer to our TCFD
section on page 105.

Independent Assurance

NI Water engaged specialist advisors

to review our approach to biodiversity

and wider sustainability reporting. We
obtain independent assurance on our
environmental management system aligned
to ISO14001, and on carbon quantification
and reporting aligned to 1SO14064 and will
consider the ISAE5000 public assurance
approach and methodology.

Future steps

To further develop NI Water’s TNFD
disclosures in future reporting years, we
plan to:

* disclose against the TNFD’s recommended
core and sector specific metrics where
possible, explaining any gaps; and

* use the LEAP approach to identify and set
TNFD-aligned nature-related targets.

This Strategic Report was approved by the
Board of Directors on 10 July 2025 and
signed on its behalf by Dr Sara Venning,
Chief Executive.

oo~ \S

Dr Sara Venning
Chief Executive
10 July 2025
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