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Our Business

Kelda Eurobond Co Limited (the company) and its subsidiaries, joint ventures and associates (the
group) is made up of several businesses:

Yorkshire Water Services Limited (Yorkshire Water)

Yorkshire Water is the principal UK subsidiary of the group, providing water and waste water services

to more than five million people and 140,000 businesses. Every day, Yorkshire Water supplies around

1.3 billion litres of drinking water to homes and businesses in Yorkshire. Through the efficient
operation of its extensive wastewater network and trea
domestic and industrial waste is returned safely to the environment.

Yorkshire Water results are | argely presented as the ¢

Business strategy: Yorkshire Waterés strategy is to se
safe, reliable and affordable water, wastewater and environmental services.

While Yorkshire Water is a highly regulated business, the strategy is also to go beyond compliance
and further support Yorkshire by working in partnership to champion healthy, thriving livelihoods and
sustainable economic growth. This approach feels even more important in light of the impacts of
Covid-19; and we will be working hard to support the regi

Further details of Yorkshire Wat erisétaatedicuepidrtn es s str at eg)

Loop Customer Management Limited (Loop)
Loop specialises in cost effective customer rel ations
provide customer service support to Yorkshire Water.

Business strategy: Focus on the key competency of providing customer service solutions to Yorkshire
Water.

Keyland Developments Limited (Keyland)

Keyl and adds value to the groupds surplus property as:
for the most beneficial use and selling into the market or undertaking development in partnership with

others. Keyland is also progressing a number of Planning Promotion Agreements with third

partes. The results of Keyland include the groupbs share o

Business strategy: To add value to land with development potential and to maximise proceeds from
the sale of that land.

Three Sixty Water Limited (TSW) and its subsidiaries (collectively TSWG)

TSWG has specialised in services to the non-household retail (NHHR) sector either by directly
providing NHHR water and waste water services or providing support services to entities which in
turn offer NHHR water and waste water services. These services were historically provided to
Yorkshire Water (YW).

As part of stratégeto pauoon plblesale and household retail activities, the sale of the
YW NHHR customer base took place on the 30 September 2019 to Scottish Water Business Stream
Ltd. (Scot | a nddniestic watersgpplisr}. Asmpartrof the Transitional Services Agreement
Business Stream have retained TSWG to continue to support the delivery of NHHR services to their
Yorkshire customers until 30 September 2021. At this point a six month migration period to 31 March
2022 will see all customer support services transfer to Business Stream operations.

Kelda Transport Management

As per the requirement of the company's operating licence, all legal and statutory documentation for
Yorkshire Water are held in Kelda Transport Management. The company can demonstrate
independence of Yorkshire Water. Three appointed transport managers are in place with two
appointed board directors supported by a company secretary.
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Business strategy: To comply with the Goods Vehicles (licencing of operators) Act 1995, to
demonstrate continuous and effective management of two operating licences (Yorkshire and North-
West England) for Large Goods Vehicles (LGV) allowing Yorkshire Water Services Limited ("YWS")
to operate LGV whilst promoting operating efficiencies.

Statement on non-financial information

Kelda Eurobond Co Limited has complied with the requirements of S414CB of the Companies Act
2006 by including certain non-financial information within the strategic report. This can be found as
follows:

Our business model is on page 9.

Information regarding the following matters, including a description of relevant policies, the due
diligence process implemented in pursuance of the policies and outcomes of those policies, can be
found on the following pages:

Environmental matters on page 31;

Employees on pages 32 to 37;

Social matters on page 72;

Respect for human rights on page 32; and
Anti-corruption and anti-bribery matters on page 32.

Where principal risks have been identified in relation to any of the matters listed above, these can be
found on pages 62 to 68, including a description of the business relationships, products and services
which are likely to cause adverse impacts in those areas of risk, and a description of how the principal
risks are managed.

All our key performance indicators, including those non-financial indicators, are reported and
discussed within the strategic report on pages 2 to 69. Further detail on how these are presented can
be found on page 8.

The Financial Performance section on pages 54 to 56 includes, where appropriate, references to,

and additional explanations of, amounts included

Our business strategy for Yorkshire Water

Our ambition is to serve Yorkshire today and long into the future with safe, reliable and affordable
water, wastewater and environmental services.

While we are a highly regulated business, our aim is also to go beyond compliance and further support
Yorkshire by working in partnership to champion healthy, thriving livelihoods and sustainable
economic growth. This approach feels even more important in light of the impacts of Covid-19; and
we wi || be working hard to support the regionds

Yorkshire Water, along with the other water companies in England and Wales, operate in five year
cycles known as Asset Management Periods or AMPs. For each AMP we agree and work to a plan
that is developed through extensive assessment, planning and customer engagement. These plans
are set in the long term context of a 25 year strategic direction, which we updated in 2018. The

planning process is known as the OPrice Reviewbd.

Within our five year plan, the regulatory regime in which we operate includes a process for setting
Performance Commitments and Outcome Delivery Incentives (ODIs).

The Performance Commitments define the levels of service we will strive to achieve on a range of
activities which customers and regulators confirm are a priority.

Reputational and, in many cases, financial ODIs accompany the Performance Commitments. If we
under or over perform against the Performance Commitments the financial ODIs come into effect.

in tl

econor
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2020 is a year of transition as we close out AMP6 and start AMP7. AMP6 covered the five year period
ending 31 March 2020. In AMPS6, our plan included 26 Performance Commitments themed around
seven Customer Outcomes. These are summarised in the diagram below. We report our progress
and performance in detail through the rest of this Strategic Report. We capture throughout this report
how we have responded so far to Covid-19. We also consider, as far as we can at this stage, how
Covid-19 might shape our plans.

AMP?7 is the new five year period. This started on 1 April 2020. We introduce our AMP7 plan over the
page, with more details through this Strategic Report. Innext year s Annual Report an
Statements we will report on the first year of our AMP7 plan and our new Performance Commitments.

Our AMP6 Customer Outcomes and Performance Commitments

I ~
é We provide We take care of We keep
§ you with your waste water your bills as
El  waterthat is ;gﬂ g;%tﬁgé low as
E gl;:r:: Z?ink environment from s
S sewer flooding
2
o
Drinking Leakage Internal Length of Energy Number of
water quality flooding river improved generation people who
compliance Water use we help to
External Visitor Waste pay their bill
‘2 Corrective Water supply flooding satisfaction diverted
g actions interruptions from landfill Value for
= Pollution Working money
E Drinking Stability and incidents with others
8 water quality reliability Bad debt
g contacts factor - water Stability and Bathing
2 networks reliability water quality
E Stability and factor -
& reliability waste water Land
T factor- networks conserved
2 water quality and enhanced
3
© Stability and
reliability
factor - waste
water quality
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Our long term strategy

We published a long term strategic direction statement called #notjustwater in August 2018. This can
be found at: www.yorkshirewater.com/biggoals. This document is due to be reviewed and updated
as appropriate over the next 12 to 18 months.

In this we recognise the huge role we can play to support the people and communities of Yorkshire

and meet the challenges we all face in the future.

everything we strive for. The Big Goals are shown opposite and replace our Customer Outcomes,
described on the previous page.

To develop our new strategy, we looked closely at the future economic, social and environmental
issues that Yorkshire faces as a region. We also spoke at length to our varied and diverse customers
and stakeholders. A suite of extensive and innovative assessments helped us to define the Big goals
and develop the strategy to ensure we meet the wants and needs of the society we serve, including:

1 Consultation and engagement with our customers and other stakeholders - talking to over 30,000
people to help ensure our plans are aligned with their expectations. We asked where we can do
better to improve what we do, how we do it, and how we can work better with our stakeholders
to make sure that the people of Yorkshire get the best all round value for what they spend on
water.

1 Analysis of how communities in Yorkshire are made up now and how that will change in the
future. We set out to better understand what people value in their lives and the role water plays
in that, observing how customers with different lifestyles rely on water in different ways.

1 Applying our cutting-edge Six Capitals approach (see page 7) to gain a rich understanding of our
impact as a group on the economy, people and environment of Yorkshire.

9 Careful consideration of the latest data on wider trends such as the impact of the growing
population and changes to the climate.

Our 6Big Goal sb

Putting people first

We're proud to be a people business and a leading employer. We need the most engaged and capable
colleagues to ensure we deliver a positive impact on our customers and stakeholders every day. We'll
develop a deep understanding of both our customers and colleagues to ensure we design best in class
experiences.

Keeping services affordable

We want our services and bills to be affordable for everyone so no-one need worry about having to
pay. To do this we drive high quality and operational excellence through having a culture that
champions customer and colleague needs, continuous improvement and innovation.

Being great with water

We want to play an active role in helping everyone in Yorkshire work together to look after our water.
Our customers rely on us to provide safe water, take away and recycle wastewater, work smart to
minimise the amount lost through leaks and reduce pollution and flood risk.

Love our environment

We want to protect the environment in whatever we do. Our customers trust us to look after and
sustainably manage the land we own and we want to open it up for everyone to enjoy. We'll lead by
example in Yorkshire on big environmental issues like committing to net zero carbon emissions by
2030.

Being a great partner

We want to lead by example in Yorkshire and we'll use the best from around the globe to do that. We'll
be open about what we do, work in collaboration with customers and in partnership with others to help
our region, and our business, to grow. We'll celebrate the diversity we have in Yorkshire, opening up
opportunities for as many people as possible.

Fi


http://www.yorkshirewater.com/biggoals
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Our new five year plan to 2025

Our long term strategic direction statement sets the context for our new business plan for the period
from 2020 to 2025, known wilreparivop the firsNyear of thig planraridls ARF S
how wedre performing in working towards our new Big G¢

In 2018 we published our plan for AMP7, setting out how we proposed to maintain and improve water
and wastewater services in Yorkshire to ensure resilience and sustainability for the short and long
term; all at a fair and affordable price to customers in their water bills. We built our plan having
engaged with our customers and regulators to understand their priorities. You can find our plan at:

www.yorkshirewater.com/ourbusinessplan.

It is Ofwatés role to regulate the five year planning
Welsh water utilities, are operating in customers best interests. In early 2020 we asked Ofwat to refer

their final position on our plan to the Competition and Markets Authority (CMA) for what is known as

a redetermination. We did this because our assessment
enable us to ensure resilient and best value services for customers in the short and long term. Three

other water companies also took this step. The CMA has started its review and have confirmed this

will conclude in 2020/21. In the meantime, we will continue to deliver our plan in |ine with
requirements.

Responding to Covid-19

We keep our strategy under continual review to remain agile to latest circumstances. The

unprecedented impacts on society of Covid-19 have affected our business and workforce. We have

taken action to help colleagues, communities and supply chain partners through the initial disruption

to ensure their safety and to siutpépsorlte epre opdfely 6r iweerl il thye
maintain essential water and wastewater services for the public. We explore our response to Covid-

19 throughout this report.

Yorkshire Water has an important role to play in responding to the impacts of Covid-19 on Yorkshire

communities. We recognise the need and opportunity to integrate the long term response to Covid-

19 with other regional priorities such as creating more opportunities for the poorest communities,

improving flood resilience and better protectingtheregion 8 s n at ur dtiwill be@w prioritydoe s .

help ensure an effective |l ong term response that suppo
healthy, resilient and sustainable communities.

Resilience and sustainability are imperatives within our strategy

Central to our strategy is the need for change. As a group whose core business fundamentally relies
on financial, natural and social resources, we know that there are major challenges to the resilience
of our essential water and wastewater services. We also know how important it is that we maintain
the trust of our customers and stakeholders by always acting with integrity. To help us make sure that
our decision-making deals directly with these matters, we are using the concept of the Six Capitals
to go far beyond traditional approaches.


http://www.yorkshirewater.com/ourbusinessplan
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The Six

Capitals are summarised below. On page 9 we show how they are the critical inputs to our

business model.

% FINANCIAL CAPITAL HUMAN CAPITAL
Our financial health and efficiency. g Our workfarce's capabilities and wellbeing.

b s’

@}@ MANUFACTURED CAPITAL -@- INTELLECTUAL CAPITAL
Qur pipes, treatment works, offices and IT

Our knowledge and processes

<V, NATURAL CAPITAL @ sociALcapiTAL
@ The materials and services we rely on = Our relationships and customers’ trust inus,
from the environment, especially water. L'y

We are

amongst the global leaders in our application of the Six Capitals approach; deploying it to

enhance our resilience and sustainability by informing our risk management, decision-making and
investment choices. We are going further than the traditional focus on financial capital by considering
the positive and negative impacts and dependencies across the capitals. This helps an organisation

grow its

understanding to shape decisions with a balanced impact that take account of a broad mix

of risk and value, so that more long term sustainable approaches can be targeted.

We have instigated a range of projects to examine our impacts and dependencies across the capitals,
assessing a range of economic, environmental and social attributes associated with our activities.
These consider both our negative and positive impacts to society and the environment. Some
examples of our latest progress developing and deploying the Six Capitals approach includes:

1

Publishing the findings and methodology of our new assessment of our total impact and
value. This follows our first of these assessments, published in May 2018. Our new
assessment uses latest best practice to improve the maturity and breadth of our assessment.
It also uses latest data and allows us to see trends over time. The publication is called Our
Contribution to Yorkshire and is available at www.yorkshirewater.com/capitals.

Continuing to apply the Sustainable Finance Framework (SFF) we introduced in January
2019, applying the Six Capitals approach to monitor the impact of our operations and
investments. We have now raised £850m of debt through the Framework, which we discuss
further in the financial section of this Strategic Report. [The latest Our Contribution report,
mentioned above, incorporates the impact reporting required by our SFF, ensuring an
integrated approach.] You <can find more detaills about our SFF at
https://www.keldagroup.com/investors/sustainable-finance/.

Applying and embedding the Six Capitals assessment functionality that is integrated in our
new planning and optimisation system, the Decision-Making Framework (DMF). We used the
tool to optimise and report the impact and value of our new five year business plan and we
are now working hard to embed this across our business to help shape the design of every
asset management solution.

Using our DMF Six Capitals tool to enhance our understanding of the risk we face from
climate change, including economic valuation of this risk. We explore this cutting-edge work
in more detail at the end of this Strategic Report in the section on climate-related financial
disclosures.


http://www.yorkshirewater.com/capitals
https://www.keldagroup.com/investors/sustainable-finance/
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Communicating our progress towards our strategy through this report

This Strategic Report summarises our performance in 2019/20. We explain our latest performance,
including where we have been successful in meeting or exceeding our Performance Commitments,
and where we fell short on a small humber of our commitments. We also include our latest
understanding of the impact on, and our response to, Covid-19; however it is important to note our
understanding and response continues to evolve with latest external developments. We also set out
the future challenges we face and our plans to mitigate strategic threats and seize opportunities.

Over the following pages you will find an explanation of our business model and a business
performance summary, followed by a section on each of the Yorkshire Water AMP 6 Customer
Outcomes where we share headline performance on everything material to our business and
services, followed by commentary on the other key group businesses, our corporate structure and a
summary of the group financial performance. We also provide an explanation of our approach to risk.

You can also find more detail about the Performance Commitments and ODIs in our Annual
Performance Report (APR) at: www.yorkshirewater.com/reports.

Comparing our performance to others

We and the other water companies in England and Wales provide data to a central hub so you can
compare how we are performing against each other and how the water industry compares to other
sectors. Visit www.discoverwater.co.uk to find latest information on water quality, environmental
performance, customer service and water bills.



http://www.yorkshirewater.com/reports
http://www.discoverwater.co.uk/
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BUSINESS MODEL

Yorkshire Water is a regulated water and waste water
company which serves two million households and
140,000 business premises.

We create value by helping society benefit from the full
value of water in order to deliver a range of economic,
environmental and social benefits for both the short
and long-term.

OUR SOURCE TO SEA OPERATION
|

To deliver affordable, quality and resilient services

we operate, maintain and enhance a network of pipes,
pumps and treatment works to collect, treat and deliver
drinking water, and collect, treat and recycle waste water.

Associated with these core operations, we also undertake
a broad range of other activities including the provision
of customer services, land management to protect water
quality and the generation of renewable energy.

WATER COLLECTION

INPUTS

Managed wisely to ensure efficiency and resilience

==

MANUFACTURED CAPITAL

Our pipes, treatment works, offices and IT

EXTERNAL INFLUENCES

We identify 34 shocks and stresses that may impact
our systems and services, including:

Climate change and extreme weather

FINANCIAL CAPITAL

Our financial health and efficiency

NATURAL CAPITAL
The materials and services we rely on
from the environment, especially water

Population and demographic change
Customer affordability and expectations
Legislation and regulation

Infectious disease

Technological change

Energy and resource costs

People and skills availability

Returning
Treated
Wiater

M
5} HUMAN CAPITAL

Our workforce's capabilities and wellbeing

“()- INTELLECTUAL CAPITAL

Our knowledge and processes

SOCIAL CAPITAL
Our relationships and customers'
trustin us

T

ADDING VALUE
AND DIFFERENTIATING

Keeping water bills amongst the lowest available

Supporting the vulnerable through our innovative
social tariff and our leading help on debt

Providing one of the most resilient water supplies
through our unique grid network

Delivering more for less through innovative
multi-agency approaches

Championing the Responsible Business agenda to
ensure long-term sustainability

Ensuring diversity and inclusion in our workforce

Recycle Nutrients
fo The Land

| |
WATER SUPPLY ®
| SERVICE |

TRANSITIONING TO OUR NEW LONG TERM STRATEGY AND BIG GOALS

oo

=R

S|

& 2D

0>

We provide you We make sure We take care ‘We protect We understand
with water that that you always of your waste and improve our impact
is clean and have enough ‘water and protect the water on the wider
safe to drink water you and the environment environment
environment from and act
sewer flooding responsibly

600D HEALTH
AND WELL BEING

PLAYING OUR PART

IN ACHIEVING

THE SUSTAINABLE
DEVELOPMENT GOALS

e

INDUSTRY, NNOVATION |
AND INFRASTRUCTURE

3

6 CLEAN WATER

DECENT WORK AND 9
AND SAMITATION

ECONOMIC GROWTH

i

customer @

e

WASTEWATER @
COLLECTION

) 4

L]
: —
We provide We keep your
the level of bills as low
customer service as possible
you expect
and value
11 ‘SUSTAINABLE CITIES | 1 RESPONSIBLE 1 CUMATE
AND CONMUNIIES CONSUMPTION ACTION
AND PRODUCTION

CO [ ©

alds

$ .
ﬁ@Q Xé”

WASTEWATER TREATMENT G RECYCLING ®

HOW WE CREATE VALUE

Delivering our vision: Taking responsibility
for the water environment for good

Healthy communities
A clean environment
Economic growth

1 PARTNERSHIPS
FOR THE GOALS

&
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Yorkshire Water Services Limited (YWS)

The following sections cover the seven Customer Outcomes used to measure financial and non-
financial performance criteria. These outcomes have been identified as of highest importance to our
customers. Each Customer Outcome has been considered separately, alongside other important

measures.

Customer outcome: We provide the level of customer service you expect and value

Service Incentive
Mechanism (SIM)
Score out of 100 for the
quality of our customer
service

2018/19
performance

84.0

2019/20
commitment

Year-on-year
improvement

2019/20
performance

83.2**

Overall customer
satisfaction
Percentage of
fisati sfi
according to an
independent survey by
the Consumer Council
for Water (CCW)

edo

95% water
88% wastewater

Average 2015-20
performance
to be better than
average
in 2010-15:
92% water
92% wastewater

94% water
90%
wastewater

Service commitment
failures

Number of times we did
not meet minimum
standards

14,221

Average 2015-20
performance
to be less than
average
2010-15
performance:
12,552

15,140 (Year)
12,497 (AMP6
average)

2020/21
commitment

As detailed in
Our Business
Strategy section
on page 3, new
Performance
Commitments
and
methodologies
are applicable for
2020/21 to

2024/ 24

* More information on our Performance Commitments is provided in our Annual Performance Report, which can be found on
our website at www.yorkshirewater.com/reports.

**Ofwat revised the customer satisfaction metric over 2019/20 in preparation for new AMP7 metrics. We have continued to
focus on improving customer service throughout AMP6. Our SIM score out of a maximum of 100 points increased from 82.6
in 2015/16 to 84.0 in 2018/19, the last year it was used as a comparative measure in the industry. The score reported above

is the Of wat

6shadowo

measur e

w h i-Mek.

represents

the move

AMP7 Performance Commitments are detailed at: https://www.yorkshirewater.com/attachments/yorkshire-water-amp7-
performance-commitments-appendix/

In order to meet this Outcome, we believe we n e e d

to

be one

of

organisations generating high customer satisfaction through brilliant Yorkshire Water people
achieving greater productivity and effectiveness as a result.

Becoming

one

of

Yor ks hi r e organisatiens

cust omer

v al

The Service Incentive Mechanism (SIM) has been the water industry regulatory measure of customer
service since 2010, reporting a score out of a maximum 100 points through an independent
assessment of each UK water company. Ofwat are replacing the SIM with a metric called the
Customer Measure of Experience (C-Mex) from 2020 onwards and have trialled this in 2019/20. In
these shadow C-Mex surveys we have seen an improvement in overall performance compared to the
SIM, ranking sixth out of 17. In the SIM our average score for the four years from 2015/16 to 2018/19

was 83.51 which left us 11th in the rankings.

10

Yor ks hi

from SI M

ued

reds


http://www.yorkshirewater.com/reports
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In order to provide a comparative score to SIM, Ofwat have provided a proxy calculation. The
gualitative element is taken from the C-MeX Customer Service Survey and the quantitative from the
number of written complaints only.

The methodology and satisfaction scales in the survey do not match but give an indication of
performance in customer experience. The guantitative element of the measure is very different and
no longer includes unwanted telephone calls. Direct comparisons are not therefore reliable.

The score by this proxy method was 83.2 which is lower than the SIM measurement of 84.0 in
2108/19. This indicates the performance commitment was not achieved based on this calculation.
This year we saw an increase in waste complaints and lower than expected satisfaction scores. This
coincided with the insourcing and transformation of Waste Water Field Services. This project involved
significant change in the business and for a period impacted on response and resolution times for our
customers. In early 2020 additional resources were in place and fully trained. This will allow increased
working hour availability and the deployment of more vehicles to respond to issues. Signs of
improvement were seen in the quarter four 2019/20 satisfaction scores.

I tds pleasing however , t h-Méxisshowing@amimpioaemant. Durfecus anki ng it
in 2019/20 has been to develop a customer experience strategy fit for the future needs of our

customers. The good results in the C-Mex shadow surveys gives us confidence we are set up to

improve.

Our customer service is also measured by the Consumer Council for Water (CCW) through an
independent survey of customer satisfaction. The latest results for Yorkshire Water show high levels
of overall customer satisfaction: 94% for water services and 90% for wastewater services. Our scores
in 2019/20 show we have improved overall compared to last year and performance is in line with the
previous AMP.

The number of service commitment failures have increased this year from 14,221 to 15,140. Although
water supply interruptions have reduced there has been an increase in sewer flooding and failures to
keep appointments. However, our performance commitment has been achieved based on the
average number in this AMP (12,497) being less than in the previous period (12,552).

We know that customer expectations are growing and this has also been recognised by the regulator
who has changed the way we measure our customer experience increasing the level of assessment
to a much broader experience survey. The past few months have seen extensive development work
to build a new customer experience strategy which has considered a broad range of insight and
feedback both from internal colleagues and customers within Yorkshire Water and external broader
customer experience insight in the UK. It also seeks to address the challenges faced by Yorkshire
Water both through the delivery of regulatory plans and the external societal and environmental
pressures in Yorkshire. Through this work customers have told us that they need an experience that
does more than simply meet their needs and that they need companies like us to be creative,
resourceful and sustainable. We need to focus on building longer term relationships with our
customers to enable an experience that they really value.

The new strategy challenges Yorkshire Water to grow a Customer Experience organisational mindset

to think customer across every part of our operation, linking a focus on customer to achieving our
performance outcomes as a business. The new strategi
customer valued organisations generating high customer satisfaction through brilliant people, and

achieving greater productivity and effectiveness as a result. The strategy comprises three key focus

areas: firstly, breaking away from industry stereotypes to create a stronger community focus;

secondly, applying our understanding of customer lifecycle and need states; and finally, recognising

and influencing customer emotion.

The implementation of the strategy has been split into five key delivery streams:

Super easy customer focused journeys and experiences

Insight, processes & systems built around colleague and customer emotion
Customer quick fix solutions

Creating a people first experience

= =4 =4 =4

11
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1 Brilliant Customer Engagement driving customer focus with partners & regulators.

The first key activity is the launch of the new customer promise in May 2020 after which the
implementation plan will commence and progress driven and measured appropriately. A broader five
year capability map has been produced to ensure regular review against meeting the objectives of
the strategy and close working with relevant areas.

Engaging with customers and stakeholders

Over the course of 2019/20, we continued to adapt the nature of our conversations with our customers
and stakeholders. Rather than the traditional approach of talking to customers about what we do as
a company, our focus has been on understanding individual lifestyles and how they shape what
customers want, need and expect from us. With the help, support and challenge from the Yorkshire
Forum for Water Customers, we have been able to develop a much richer understanding of the
di versity of Yorkshireds people, their indivi
future.

Our Corporate Affairs Team undertakes continuous customer, stakeholder and colleague
engagement to inform and shape our day-to-day service delivery and this participation has been
crucial to the development of our business and operational planning. The team employs a range of
research and wider engagement techniques to ensure customers and stakeholders provide us with
the insight to inform and support our ongoing activity. These include:

1 An online customer community of more than 1,000 customers, representative of the
Yorkshire region who take part in regular surveys and discussions on a range of issues.

1 An ongoing program of qualitative and quantitative customer research to inform our plans
and to test key initiatives, for example during 2019/20 customers have been central to the
development of our customer campaigns and customer experience strategy.

1 Continued work with the Yorkshire Forum for Water Customers who ensure our customers
have a fair say in the development of our plans.

1 Anindependent survey of our key stakeholders on their views on Yorkshire Water, how we
work with partners and how our priorities are decided, to be repeated every two years.

1 A stakeholder account management program, with stakeholders assigned an account
manager from Yorkshire Water to lead on developing opportunities to work together.

9 Political monitoring and sentiment analysis to understand the expectations and priorities of
politicians.

1 The continuous measurement and reporting of customer and stakeholder reputation
management.

In 2019/20, this engagement with customers and stakeholders has resulted in:

1 Yorkshire Water joining the Leeds Anchor Network, a group of organisations including the
Local Authority, NHS, universities and colleges who have committed to working together to
target procurement, recruitment and service delivery activities to help boost local
employment, business growth, skills, incomes, health and wellbeing.

T The instigation of a Yorkshire wide Land
biggest |l andowners to discuss how they can
by managing land differently.

T The devel opment of a proposal for a O6soci

stakeholder research which builds on deep local partnerships based on the anchor
institutions model.

1 An award-winning approach to communicating with customers about water resources and
their personal water use, based on in depth customer research.

Securing customer and stakeholder trust

It is important that you can be sure of the quality of the information we publish, so that you can be
confident in us and how well we are doing in delivering the promises we made to you. We want our
customers to trust that the information we publish is accurate, accessible and easy to understand. It
is important to us that we get it right for our customers. Our board is accountable for the quality of our
information and we want to make sure it meets your needs.
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We publish our assurance plan to explain the process we have in place to give confidence that the

information we publish is accurate and accessible. We also continue to work closely with the
Yorkshire Forum for Water Customers to ensure our per
stakehol dersé needs. Ourbassdramdeusppraambat hedrcakl e
of assur anc e dpractiseh Rigk-basdd assupaace means we do more checks over areas

that have more potential to go wrong. We want to make sure that the things we do behind the data

are working as well as possible and that you understand what the data means when we talk about

our performance. You can find our assurance plan on our website at this link:
www.yorkshirewater.com/attachments/assurance-plan/

We have made considerable improvements in the transparency of our financial and other reporting.

We have worked hard to ensure all our published information in 2019/20 has been easy to access,

and easy to read and understand. Throughout the last year, this has included making our APR data

table information available in excel format, continuing to improve our reports page on our website and
continuing to work with the Yorkshire Forum for Water Customers and our online research community

of over 1,000 Yorkshire Water customers to provide feedback on the reports we publish.

We continue to follow the requirements of Ofwat
exceed expectations in the transparency of our r
last CMF assessment in January 2019. Due to Ofwat being in the process of evolving their approach

to performance monitoring, Ofwat has not published any further CMF assessments since January

2019, but have asked that all companies continue to follow the requirements of a targeted company.
Although Ofwat have not provided a formal CMF assessment, they have provided very useful
feedback on the Annual Performance Report and on how companies are managing reporting against

the Board Leadership, Transparency and Governance principles. This feedback has helped us
identify what we need to continue doing and also areas where we can continue to improve.
Improvement areas have been identified for our dividend policy, the ring fencing certificate and our
statement on compliance with the Board Leadership, Transparency and Governance principles. This
feedback has been incorporated into our improvement action plans for regulatory reporting.

s Comyg
eporti
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Customer Outcome: We provide you with water that is clean and safe to drink

2018/19 2019/20 2019/20 2020/21
performance commitment performance commitment

Drinking water

quality compliance®
Percentage 99.962% 100% 99.949%
compliance with
legal standards

Stability and As detailed in
reliability i water Our Business
quahty_ Stable Stable Stable Strategy
Improving / Stable / section on page
Marginal / 3, new
Deteriorating Performance
Drinking water Commitments
guality contacts and
Number of customer 7,964 O 6,10¢ 6,368 methodologies
contacts regarding are applicable
water quality for 2020/21 to
Drinking water 20247/ 2
corrective actions?®

Number of 5 d 6 1

emergency

interventions to

protect customers
* More information on our Performance Commitments is provided in our Annual Performance Report, which can be found on
our website at www.yorkshirewater.com/reports.
#Calendar year measure.

AMP7 Performance Commitments are detailed at: https://www.yorkshirewater.com/attachments/yorkshire-water-amp7-
performance-commitments-appendix/

In order to meet this Outcome, we believe we need to maintain excellent drinking water quality and
protect raw water quality.

Maintaining excellent drinking water quality

During the period 2015 to 2019 we set ourselves a very ambitious target of reaching 100% sample
compliance with the very high standards set by the Drinking Water Inspectorate (DWI). No Water and
Sewage Company (WSC) in the UK has yet achieved this target, and the condition of water collected
by us in samples is not wholly under our control. Nevertheless, this target remains a continuation of
a long term goal and requires us to make improvements in the way we collect, treat, and distribute
water from source to tap.

Whilst our water quality remains exceptionally high, in 2019/20 we saw a slight decrease in the
sample compliance to 99.949%. The decline in performance was primarily related to an increased
number of samples being found to contain raised levels of mains sediments, such as iron,
manganese, or turbidity. These parameters are not health impacting at the concentrations detected,
and none of the property owners indicated dissatisfaction with the supply of water at the time of
collection. However, the levels of these parameters indicate a risk of later discolouration of supplies.

Although there was an increase in the number of samples exceeding the standards, the average iron
concentration in samples was historically low. In-depth analysis undertaken during the year has
highlighted that the period of most unusual performance was January and February. Changes to the
condition of mains systems happen slowly, and so it is likely the performance in this part of 2019/20
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was still influenced by the unusually high demand year of 2018/19. Later in the year there was also
an unusual number of samples that were influenced by private issues within domestic properties.

We continue to undertake an extensive programme of flushing within local areas, as well as
6conditioning6 |l arger mains to per mi tqudity of vater
supplied to customers. This activity will continue to drive down the level of sediments in water.

There was a significant reduction in the number of occasions that customers contacted the company
regarding water quality concerns. Overall, there were 6,368 contacts from customers in 2019/20,
down from 7,964 in 2018/19. One important factor in this improvement was the reduction in
discolouration due to the continuing impact of our flushing programmes. But it was also important that
there was a clear drop in the number of tastes or odours noted by customers. This will primarily be
due to our steady and carefully controlled operation of our supply grid.

There were no new water treatment works or storage facilities in 2019/20, so it was a year of
consolidation of performance. The Stability and Reliability Factor is made up of a basket of measures
monitoring water quality of our assets, including the presence of coliform bacteria at our water
treatment works and service reservoirs as well as the measure of particles in the water supplied from
our sites. We met each of these targets individually, and our overall performance in 2019/20 has been
at our target | evel of fistabled for five year

We investigate every instance of suspected deterioration of water quality, and we share the outcome
of our investigations with the DWI as well as local health authorities in Yorkshire. In total there were
26 events investigated in 2019 (calendar year measure), a reduction from 31 in 2018. Most events
were associated with third party activity or were the result of private fittings within individual customer
properties. Only five events were considered
in 2018. Each event was subject to review and lessons were learned. Only one of the five events
resulted in a recommendation from the DWI. This means that 2019 was our best ever year on this
measure and our commitment to have no more than six events with corrective actions was achieved
for each of the past five years.

Protecting raw water quality

The quality of the water we take from the environment has been deteriorating in some areas over
recent decades because of pollution, unsustainable land management practices and climate change.
The more polluted raw water is, the more treatment is needed to make it fit for drinking. We respond
with a twin-track approach; enhancing water treatment capabilities to ensure high quality drinking
water at the customerds tap and addr eesnsmamagement
programme.

Peat moorlands are especially important to us because they are the source for a large proportion of
drinking water in Yorkshire. The water sourced from degraded peatland requires extra treatment to
remove contaminants picked up in the run-off from eroded soils. We work in partnership to maintain
and restore parts of -¥todukig hative plants, maragng inasivd species
and blocking man-made drains to slow the water flow and restore the water table. Through our
collaborative working (see our Working with Others section on page 26), we are increasingly active
and effective in peatland management and are growing the amount of land being restored. However,
there is also much more to do, by us and others, to fully protect raw water quality.

evel s
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We also collaborate with the Environment Agency

Union to protect water catchments by developing safeguard zone action plans. We had an agreed
programme of work to help address sources of water pollution between 2015/16 and 2019/20. This
included working with the agriculture sector, for example, to encourage farmers to follow best practice
when using metaldehyde slug control pellets. We have also investigated nitrate and other pollutants
that present risks to several of our groundwater sources. We will be continuing with these
programmes into AMP7.

We have started to build on our links with the food and drink supply chain in Yorkshire. Much of our
lowland catchments are dominated by agriculture which can have a negative impact on water quality
and soils. By developing the collaborative approach we have taken in the uplands, we have launched
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a unique farmer-to-farmer mentoring trial project which seeks to improve soil health, farm profitability
(through reduced pesticide and nutrient use), and improved water quality.

In 2019/20, through our collaborative agriculture initiative, Sustainable Landscapes, we supported
the removal of approximately 12 tonnes of metaldehyde pellets from the three pilot areas, which were
replaced with ferric phosphate, thereby assisting in our water quality compliance target. We also
supported the growth of cover crops, which afford protection to the soil, but mop up residual fertilisers
and build organic matter. An increase of 1% organic matter can store an additional 200 tonnes of
water per hectare. Not only does this help drive biological functionality of soils, but also has the
potential to mitigate flooding by using farmland as a sponge. We have also developed the Good Soils
Guide, which will be a free to access soil resource for farmers to use and is being developed by one
of the UKdéds |l eading soils scientists. During

potential for the food and drink supply chain to reward more sustainable farming practices, through a
carbon-based resilience credit.
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Customer Outcome: We make sure that you always have enough water

2018/19 2019/20 2019/20
performance | commitment performance

2020/21
commitment

Stability and reliability 1
water networks
Improving / Stable /
Marginal / Deteriorating

Stable Stable in 2020 Stable

As detailed in
Our Business
Strategy section

Water supply

interruptions

10 minutes, 28 7 minutes, 34

Average mterrupyon per seconds O 12 mi seconds on page 3, new
property served, in Performance

minutes and seconds Commitments
Leakage and

Total leakage in million 289.8 Ml/d 287.1 Ml/d 270.8 Ml/d methodologies
litres per day, Mi/d are applicable
Water use for 2020/21 to
Average consumption per 2024/ 2
head of population, in 133.5 I/h/d 138.3 I/h/d 135.0 I/h/d

litres per head per day,
I/h/d

* More information on our Performance Commitments is provided in our Annual Performance Report, which can be found on
our website www.yorkshirewater.com/reports.

AMP7 Performance Commitments are deetdhiat:https://www.yorkshirewater.com/attachments/yorkshire
wateramp #performancecommitmentsappendix/

I n order to meet this Outcome, we need to
use, reduce leakage, work with customers to save water, review abstraction licences and encourage
water trading.

Securing water supplies

We treat and supply around 1.3 billion litres of drinking water each day, delivered by operating and
maintaining our water treatment works and distribution network. Following our investments,
Yorkshire has had no service restrictions, such as hosepipe bans, since 1995. In 2019/20 we have
mai ntained fistabled status in the Performance
networks. The status of this commitment is determined by a basket of six measures which
demonstrate the effectiveness of our long term planning and asset management to ensure the
resilience and sustainability of our service.

The risk of water shortages, supply interruption or discoloured water is a constant priority for us
because of the consequences to our customers and operations. Our operational and investment
programme includes a range of activities to maintain and enhance services, for example flushing the
network to minimise the risk of burst dislodging sediment on the inside of a water main and causing
discoloured water, managing pressure in the network and installing further data loggers to improve
our knowledge of how the network operates. Helping our customers to use water as efficiently as
possible and understand the role that they can play is also central to our plans.

We someti mes need to temporarily interrupt
planned maintenance. At 7 minutes, 34 seconds, in 2019/20, we have performed considerably better
than the Performance Commitment of 12 minutes.

We recognise that any interruption to water supplies can be critical to some customers. This measure,
alongside leakage, was targeted as one of the key performance commitments that we wanted to
improve upon over the last two years. The operational measures and capital investments made have
enabled sustained performance improvement, which we aim to continue to improve upon over the
next five years.

Our investments have greatly improved the resilience of our water service, but droughts could still
i mpact customersé6é6 water supplies in extreme ci
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a period of hot and dry weather, and demand remained high for an unprecedented prolonged period.
This Il ed to the crossing of o6control |l inesd in our Dr
reached, result in escalated levels of action to maintain resilient water supplies. We applied for, and
were granted, two drought permits to temporarily increase river abstractions limits. The permit
applications were a precautionary measure and we did not need to use them. Our Drought Plan
contains several options to tailor our response to the exact conditions of any drought as it develops.
Our planning enables us to act quickly because pre-determined options have been assessed for their
potential environmental impact and mitigation strategies developed. The two drought options applied
for in 2018 were new options identified during the developing drought as low environmentally
impacting actions. We learn from each drought and update our Drought Plan accordingly. The two
additional options have now been added to our Drought Plan and the plan republished and consulted
onin 2019.

Our Water Resources Management Plan (WRMP) describes how we will maintain the balance
between water supply and demand over the next 25 years. If there is a risk of the supply demand
balance falling into deficit we will take action to remove the risk. Our current WRMP forecasts a risk
of a deficit in our supply area from the mid 2030s onwards, due to the potential for climate change to
reduce available water supplies. Our proposed solution to this risk is to reduce leakage as detailed in
the section below.

Our Drought Plan and WRMP can be found at:

www.yorkshirewater.com/resources

In line with our duties under the Water Industry Act 1991, we revise our Drought Plan and WRMP
every five years to ensure they reflect the most up to date information and potential risks to security
of supply. Each iteration of our plans is subject to a public consultation to allow customers and
stakeholders to comment. Our latest WRMP was published in March 2020 and our updated Drought
Plan was published in May 2020.

In March 2020 the Environment Agency published its National Framework. This sets out its
expectations for water companies to work in collaboration with each other and other water abstractors
to produce regional water resource plans to consider the long term needs of all sectors that depend
on a secure supply of water: public water supply, agriculture, energy generation, industry and the
environment. Yorkshire Water is part of the Water Resources North regional group which also
includes Northumbrian Water and Hartlepool Water. Also in March 2020, each regional group
published an initial resource position. Over the next two years, regional groups will create and consult
on their regional plans, which will identify strategic regional solutions to multi-sector risks. The next
water company WRMPs will be consistent with the regional plans and include any regional solutions
that impact on their supply demand balance.

Leakage

Leakage is the amount of wat e rbeing trangportédrbetweencther net wor k
treatment works and customer homes or businesses. We actively measure, monitor and reduce

leakage as the dominant source of water waste. Over the previous two years, we have increased

resources, and improved both technology and data analysis to refine our approach to leakage

reduction. This approach ensured that the Performance Commitment target of 287.1 megalitres per

day was achieved with a figure of 270.8 megalitres per day. We reduced leakage by 6.6%. The

2019/20 performance was our single biggest in year reduction of leakage when not proceeding an

atypical winter, such as those experienced in 2010/11 and 2018/19.

Our leakage reduction strategy is well under way now. The additional resources employed to
undertake proactive leak detection are in place and finding more leaks to reduce losses from our
network. To complement the resources, this year 40,000 acoustic listening & logging devices were
installed in the top 20% of poorest performing leakage areas. Satellite leakage detection has become
an essential method of ensuring we locate and repair leaks as quickly as possible, and this new
technology is now utilised across the whole region. The key driver for these new technologies is to
improve effectiveness of leakage detection and to achieve our goal of being upper quartile. The
establishment, and additional focus, of a dedicated leakage team for our larger trunk mains is
demonstrating worthwhile investment and will be continued through the next five year period. We
continue to embed and improve the data and analysis associated with measuring leakage along with
its contributing factors.
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Plans are in place to reduce leakage by 15% by 2025, as defined through the AMP7 Price Review
process. In the WRMP submitted to the Department for Environment, Food and Rural Affairs (Defra)
and the Environment Agency (EA) as noted on the previous page, we set ourselves an ambitious
leakage reduction target of 25%, however we are unlikely to meet this stretching goal in AMP7 due
to the funding levels for leakage reduction included in the AMP7 Final Determination. We remain
committed to a longer term ambition to reduce this further and support increasing challenge on our
resilience to climate change.

Working with customers to save water
We support and encourage our domestic customers to save water. Our goal is to deliver tangible
water efficiencies and sustainable behavioural change. In 2019/20 we gave away 21,735 free water

saving packs. We also deliver ed otuofit sedbvice o 2,564 v e 0

household customers. This was delivered to homes in the Halifax, Barnsley and Rotherham areas
and we will be offering the service to more customers and to Yorkshire Water colleagues in 2020. As
part of our education activities we engage with schools and communities on a wide range of topics
including water efficiency. This has helped us achieve our Performance Commitment for water use,
with per capita consumption out turning at 135.0 I/h/d in 2019/20 against a target of 138.3I/h/d.

We provide a range of water saving advice and support:

1 Free leakage repairs are offered to our customers for all domestic supply pipes which are not
under buildings. In addition, we raise awareness with customers that they are legally responsible
for the supply pipes in their property boundary. We also offer advice and support to help
customers understand how they can manage their supply pipes. We also offer assistance for
repair of any commercial supply pipe leaks.

1 Free water meters are provided to household customers on request. Meters provide a financial
incentive to use less water. Our WRMP forecasts the number of households with meters will
increase over the next 25 years, from 50% to 84% by 2044/45. Metering is instinctively an
appropriate method of charging for water supply and sewerage services, based on payment for
use. However, metering can result in a more expensive bill because of the additional cost of
installing and maintaining the meter.

1 Free water saving devices such as tap aerators and shower timers are provided to households,
student accommodation and community groups. Our website also includes a link to our
contractorsé6 website offering customers the
products including water butts.

1 Advice and information is provided through communication campaigns, at events, in our written
communications, social media and on our website. We also run education centres for schools
and provide information packs for teachers and their pupils.

1 A home audit and retrofit water fitting service trial will continue over the next year.

More information can be found on the dedicated water efficiency section of our website at
www.yorkshirewater.com/savewater.

Water Bidding Market

The Water Act 2014 introduced new provisions
resilience, for example by making it easier for organisations to buy and sell water from each other.
We have traded water with our neighbouring water companies for many years. Currently, we have an
import agreement with Severn Trent Water to use water from the Derwent Valley to support demand
in the Sheffield area. We also export a small amount of treated water from the Finningley area to
Anglian Water to support their needs.

We have discussed potential future transfers with third parties including neighbouring water
companies as part of revision to our Water Resources Management Plan (WRMP). Our WRMP does
not include any new imports and we have not received any requests from other abstractors. We aim
to reduce our leakage by a minimum of 15% by 2025. This will create a surplus in our region, making
us robust to climate change risks and creating greater potential for us to offer trades to other
abstractors.
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We will continue to explore the market for trading and inviting third party abstractors to discuss
opportunities with us. We have published our Market Information on our website alongside our
WRMP. This information includes key water resource and economic data that underpins our water
resources planning, and associated investment to maintain a secure supply of water to our customers.
We have produced a Bid Assessment Framework and a Trading and Procurement Code both of
which provide information on how to submit a bid and how it will be assessed. In April 2020 we
launched a new webpage dedicated to the Water Bidding Market to provide potential bidders with the
most up to date information on the process and our own company needs. This information will enable
third parties to submit bids to either supply water resources or provide demand management or
leakage services in Yorkshire.

We remain focused on this area to ensure resilience and efficiency in the face of the changing
climate and a growing population.
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Customer Outcome: We take care of your wastewater and protect you and the environment
from sewer flooding

2018/19 2019/20 2019/20 2020/21
performance commitment performance commitment

Internal flooding

Number of incidents 1,692 Q1,919 1,602

External flooding 9.116* 10,487 9.139*

Number of incidents ' ' ' As detailed in Our

Pollution |Category . Business Strategy

incidents”| 1 and 2 11 O 2 7 section on page 3,

Number of | A new Performance

incidents | Category 8 Commitments and
3 A 188 O 211 159 methodologies are

Stability and applicable for

reliability 2020/21 to 2024/25.

wastewater

networks Stable Stable by 2020 Stable

Improving / Stable /

Marginal /
Deteriorating
* More information on our Performance Commitments is provided in our Annual Performance Report, which can be found on
our website at www.yorkshirewater.com/reports.
#Calendar year measure.
A olution incident categories are defined by EA as major (category 1), significant (category 2), or minor (category 3).

AMP7 Performance Commitments are detailed at: https://www.yorkshirewater.com/attachments/yorkshire-water-amp7-
performance-commitments-appendix/

In order to meet this Outcome, we believe we need to manage overall flood risk and prevent pollution
from our network.

Managing overall flood risk
We continue to play our part in managing flood risk by providing a public drainage network and
collaborating with other flood management agencies to support a joined-up approach to both short

termincidentsand longtermplans. We conti nue to invest in the regionbs

the risk from sewer flooding, and we have further increased our proactive maintenance of the sewer
network in 2019/20 removing sewer blockages and maintaining sewer capacity. Through this activity
we were targeting areas where previously customers have experienced a range of issues with the
view that future incidents can be reduced or completely avoided. This has been coordinated approach
with communication campaigns running alongside the onsite activity to inform customers of the
causes of some issues and the role they can play to improve the situation.

We have maintained fistabl e dnmisnerd forihe Stability ant ReliaBileyr f or manc e

of our wastewater networks. The status of this commitment is determined by a basket of measures
which demonstrates the effectiveness of our long term planning and asset management to ensure
the resilience and sustainability of our service.

In 2019/20, we again achieved our Performance Commitments for internal and external sewer
flooding. The number of sewer flooding incidents both internally and externally have reduced on the
previous year.

We continually invest across the region and collaborate with others to reduce flood risk. Below are
some examples of the progress in 2019/2020:
1 We have delivered over 840 hours of education to nine schools through the Living with Water
Partnership in Hull and East Riding. We have also supported with engagement at events
such as The Big Malarkey Literature Festival to raise community awareness of flood risk.
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1 We have collaborated with Hull City Council, East Riding of Yorkshire Council, Sheffield
University and iCASP to share the telemetry data that each Risk Management Authority
generates to identify new opportunities to work together and better respond to rainfall events.

1 We have jointly invested in two feasibility studies with Doncaster Council to look at potential
partnership opportunities to reduce the flood risk to two communities.

1 We have shared sewer modelling with our Lead Local Flood Authorities including Leeds City
Council to help identify opportunities to jointly manage flood risk across the region, in
particular looking at opportunities for surface water flooding.

1 We have worked alongside all our partner organisations throughout the exceptionally wet
winter of 2019/2020 and activated multi-agency flood plans to reduce flood risk to properties
across the region.

Preventing pollution from our network

The number of pollution incidents in 2019 achieved our Performance Commitment for Category 3
(Minor) pollution incidents (159 versus a target of 211 or fewer). In our 2019 reporting, we have
excluded nine consented storm spill events, which would have previously been recorded in this
measure, due to revised guidance from the Environment Agency (EA). The nine incidents excluded
have been deemed by the EA to be compliant combined sewer overflow (CSO) discharges and are
deemed not to be having an unacceptable impact on the environment. This updated guidance was
confirmed by the EA in March 2020, and we have excluded these incidents from the performance
commitment to ensure alignment with EA reporting.

However, we are above target for Category 1 and 2 incidents (Major or Significant) with seven
Performance Commitment impacting incidents against a target of nil, although this is an improved
position from 2018 (11 incidents). This means we have failed this Performance Commitment overall.
During 2019/20 there were no prosecutions for pollution incidents.

We recognise the need to go further and we are working to achieve the ambitious Performance
Commitment for zero serious incidents and challenging targets for AMP7.

Our pollution reduction plan also contributes to and follows our approach to resilience to help maintain
and enhance resilience in all areas of our business and services.

Our pollution reduction plan is founded on three pillars:

1. Operational Excellence i Enhanced operational maintenance and an industry leading response
to pollution risk and management.

2. Data and Technology i Data driven risk assessment and planning.

3. Totex Investment i Totex investment is about choosing the optimal balance of operational
activities and capital investment initiatives in a prioritised format to drive the most effective
sustainable outcomes.
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Customer Outcome: We protect and improve the water environment

Stability and reliability i
wastewater quality
Improving / Stable /
Marginal / Deteriorating

2018/19
performance

Stable

2019/20
commitment

Stable in 2020

2019/20
performance

Stable

Length of river
improved
Total cumulative length in

39.6km (water)
Okm (wastewater)

O 100k
(water);
O 340k

107.0km (water)
351.5km

2020/21
commitment

kilometres, km (wastewater)

by 2020

wastewater —
( ) As detailed in

Bathing water quality* Ougt?;s;ness
Number of Yo p section ongya e
designated bathing 17 O 15 16 3 Wp 9
waters that exceed Pe rf(,) ; ne] ance
minimum legal standards :

Commitments
Land conserved and and

'(Ia'gtha?r::fjfr?ulative area in 11,524 ° O ogi0s
are applicable

hectares, Ha __ for 2020/21 to
Recreational visitor 2024/ 2
satisfaction
Percentage of satisfied
customers when
surveyed

Working with others
Number o_f solutions _ 11 o 4 11
delivered in partnership

with others

* More information on our Performance Commitments is provided in our Annual Performance Report, which can be found on
our website at www.yorkshirewater.com/reports.
#Calendar year measure.

AMP7 Perfomance Commitments are detailedhdtps://www.yorkshirewater.com/attachments/yorkshire

wateramp #performancecommitmentsappendix/

11,806

Survey and
publish figures
annually

99% 99%

In order to meet this Outcome, we believe we need to reduce pollution and enhance river quality,

invest in the regiondés bathing waters, and manage our

Reducing pollution and enhancing river water quality

We collect, treat and return around one billion litres of wastewater safely back to the environment

every day. We have maintained fAstabledo status in t
reliability of our wastewater quality. The status of this commitment is determined by a basket of

measures which demonstrate the effectiveness of our long term planning and asset management to

ensure the resilience and sustainability of our service.

he |

We have completed the majority of our programme of environmental investment which contributes to

our Performance Commitment to improve 440 kilometres of river by 2020/21. Unfortunately at
Leeming Bar, the commissioning of the site has shown that long term compliance would be at risk
without the ability to utilise additi onsdel Despibesi ng,
delivering the normal asset solution at the site to the required timescales, we have not been able to

claim the output at this stage, and this reduces our reported river length to 352km compared to our

internal target of 357km. The necessary permits have now been secured for additional dosing during

May 2020 and the site is now fully compliant with its permit. We have however exceeded our
Performance Commitment value of 340km for Wastewater.

whi
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The Environment Agency (EA) annually completes an Environmental Performance Assessment of

the water companies in England, examining performance on a range of environmental compliance

matters such as pollution incidents and wastewater treatment works compliance. The EA has not
announced their assessment at the time of publication but we expect our 2019 calendar year
performance as 060Good6 with three out ©frpeaformaacei mu m
in the EAds assessment has improved on | asbusyear,
pollution incidents as discussed in the previous section.

four
pr e

The EA report shows our overall treatment works compliance in the 2019 calendar year to be 97.5%,
which is the same as our performance in 2018.

Two of our 611 wastewater treatment works did not meet their numeric discharge permit conditions
in 2019, securing 99.3% compliance. This was an improvement in performance compared to 2018
when we had six failing wastewater works or 98.0% compliance. It is our continued aim to achieve
high levels of performance and drive towards 100% compliance.

Three of our 21 water treatment works with an environmental discharge permit failed their permit limit.
This is a reduction in performance since 2018. We also operate a further 29 water works which do
not require a discharge permit. A comprehensive plan is in place to reduce the number of these
failures.

We had three failures in 2019 from our UV disinfection systems on wastewater treatment works. This
is a reduction in performance since 2018 when there were zero failures.

We also invest to protect the water environment from pollution caused by escapes from our sewer
network. We discuss this in the AWe take ca2le of your

I nvesting in the regionés bathing waters

Yorkshire Water have continued to enhance our asset base to ensure its resilience. We have
achieved the Performance Commitment to maintain at least 15 beaches at an Excellent or Good
legislative standard. 16 of our 19 beaches met these high standards and are going beyond the
minimum legal requirement.

The table below shows the number of designated bathing waters in Yorkshire which achieved each
of the water quality classifications defined by the Bathing Water Directive.

Classification 2016 2017# 2018# 2019#
Excellent 11 5 5 8
Good 6 13 12 8
Sufficient 1 0 1 1
Poor 1 1 1 1
Unassessed 0 0 0 1

#Calendar year measure.

2019 has seen an improvement from Good to Excellent status at four beaches, Robin Hoods Bay,
Scarborough North, Reighton and Hornsea. All other beaches have maintained their 2018 status,
apart from Tunstall which is unassessed, which due to coastal erosion was unsafe for the EA to
access for sampling. This unassessed beach is reflected in the reduction from 17 to 16 Good or
Excellent beaches from 2018/19. With Bridlington South and Scarborough South remaining Sufficient
and Poor respectively, we are continuing to work with the Yorkshire Bathing Water Partnership to
investigate and implement measures to improve quality.

Of the eight resort beaches in Yorkshire, thr
in 2020, a three-fold increase from 2019 with Scarborough North and Hornsea now joining Whitby in
eligibility. A Blue Flag demonstrates that the beach complies with a range of standards, including
water quality, available user facilities, provision of information and other requirements. We have a
role in ensuring these requirements are met and other organisations also play a key part in achieving
this aspiration.
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We continue to work closely with other stakeholders as part of the Yorkshire Bathing Water
Partnership to play our partinachiev i ng excell ence on Yorkshireods
partnership working that has identified and resolved risks include: practices employed by sea traffic

desi

(boatsi | ei sure and fisher men); partnership campaigns

impact; and improved practices with waste disposal that has made a real difference, particularly in
Scarborough North.

Delivering exceptional land for Yorkshire

As one of the three largest landowners in Yorkshire, we are also the 16 largest landowner in the
sixth largest economy in the World with around 28,000 hectares of land. We are developing a Land
Strategy for those land holdings using the vision above. The Yorkshire Land Anchor Network brought
together the largest landowners, experts and influencers to define how we can collectively manage
land to deliver more for Yorkshire.

The strategy will assess international, national, regional and industry strategies and best practice to
manage the land we own, primarily for the purposes of Water Quality & Availability, Water Attenuation,
or Carbon Sequestration. We have developed objectives and initiatives that will be delivered through
an Integrated Implementation Plan utilising our innovative Six Capitals approach to sustainable
accounting (see page 7 for more detail on the Six Capitals).

Our flagship land management focussed partnership with the National Trust is progressing well with
three key areas of action on catchment management, influencing of relevant policy and engagement
with the people of Yorkshire. In addition, we continue to work with many organisations with interests
ranging from the uplands to those helping our operational sites and assets including Natural England,
Nidderdale area of outstanding natural beauty (AONB), Pennine Prospects, Moors for the Future,
Northern Forest and Woodland Trust, as well as the numerous more local groups supporting the
running of our recreational assets and, at Dronfield, public engagement with an operational detention
basin.

As the AMP6 investment period closes, we have delivered our Performance Commitment to conserve
and enhance 11,806 hectares of land featuring sites of special scientific interest, Ancient Woodlands,
river restoration schemes and biodiversity schemes. We also worked to understand how we take that
work forward and further into a similar AMP7 Performance Commitment that will focus on Sites of
Special Scientific Interests (SSSIs), biodiversity improvements, Local Wildlife Site improvements and

the companyds innovative Beng nThe fiktBeyondeNatarg farmo ac h t

Humberstone Bank, has enhanced biodiversity, improved water quality and increased carbon storage
capacity, whilst the Upland Hub based on the farm has been very well used throughout the year.

Yorkshire Water committed in 2017 to plant one million trees by the end of 2028. In partnership with
tenants, Woodland Trust, National Trust, White Rose Forest Partners, Wildlife Trust and others,
215,000 trees were planted by the end of March 2020, and we have engaged with the Northern Forest
and wider water industry on this.

We continue to provide a wide and diverse range of recreational opportunities across our estate with
over 50 clubs and organisations undertaking activities on our land and reservoirs. The AMP6
Performance Commitment on Visitor Satisfaction was met with the most recent survey maintaining
the 99% level of visitors satisfied or better. Tophill Low Nature Reserve had to be closed for part of
the year following significant flooding, but visitors will hopefully see even more wildlife highlights on
re-opening. The reserve was highly commended in the 2020 Remarkable East Yorkshire Tourism
Awards. The access, woodland and recreation aspects of our land holdings are a key part of both the
Land Strategy and Land Anchor Network with many opportunities to utilise those assets to benefit
the people of Yorkshire. One aspect of this will be to review and trial approaches that enable a more
representative sample of our customers to enjoy the assets we manage.

There has also been a lot of activity on and around our operational land estate where any proposals
or opportunities are reviewed in accordance with our Six Capitals approach, including installation of
solar power at our Buttershaw site. We have advanced our understanding and plans in this area,
with future activities to include: converting bio-gas for supply into the national gas grid; photovoltaic
solar energy to supply our operational assets, off-setting of our operational carbon emissions; and
managing dormant operational land to remove or mitigate problems for operational colleagues. There
has also been an Industry wide initiative on Sustainable Urban Drainage assets (SuDs) to provide
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water storage and ecological improvement. We are working with local authorities in Hull to plan SuDs
developments with the aim of reducing flood risk in this area.

Working with Others

AMP6 was the first regulatory period where we had a performance commitment called Working with
Others. This performance commitment is designed to encourage cultural change within the company
by driving a more externally focussed approach to resolving issues, in acknowledgment that there
are some problems we are unable to solve without the cooperation and collaboration of others. These
include working with other landowners to restore and protect habitats, tackling invasive species, or
removing obstacles to fish passage. Working in partnership enables much larger, landscape scale
changes to be achieved, thus providing additional benefits to our customers and the environment
than working alone. Partnership contributions are often also crucial in leveraging significant additional
funding from the EU, National Lottery or other funding sources, again enabling much larger and more
beneficial schemes to progress than working alone.

In 2019/20 we have outperformed the Working with Others Performance Commitment, delivering 11
partnership projects against the target of four. We have worked with more than 25 different
organisations to deliver projects which have protected raw water quality, enhanced biodiversity,
stored carbon, slowed the flow of flood water, removed barriers to salmon on the River Don,
eradicated invasive species, trained up hundreds of volunteers, installed rain gardens at 12 schools,
revealed 1,000 previously unknown sites of historical significance in the South Pennines and
leveraged significant additional funding for further projects across the region.

Yorkshire Water has contributed A2.2m t owhaothetrs this vye
partner organisations contributions, represent £26.5m of investment, much of which would not have
been possible to leverage had it not been for the matched financial contribution from Yorkshire Water.

More detail on these projects is shown in our Annual Performance Report available at:
www.yorkshirewater.com/reports.
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Customer Outcome: We understand our impact on the wider environment and act

responsibly

Waste diverted
from landfill

2018/19
performance

2019/20
commitment

2019/20
performance

Percentage of our
energy needs

2020/21
commitment

As detailed in

Percentage of our 99.6% O 95.0%9 100.0% Our Business
waste diverted Strategy section
from landfill on page 3, new
Renewable Performance
energy Commitments
generation 11.3% O 12% 15.0% and

methodologies
are applicable

generated by for 2020/21 to
renewable 2024/ 2°¢
technology

* More information on our Performance Commitments is provided in our Annual Performance Report, which can be found on
our website at www.yorkshirewater.com/reports.

AMP7 Performance Commitments are detailed at: https://www.yorkshirewater.com/attachments/yorkshire-water-amp7-
performance-commitments-appendix/

In order to meet this Outcome we need to continue improving our performance on numerous
environmental and social activities. Our two AMP6 Performance Commitments in this Outcome are
shown in the table above and reported at the start of this section, below. We then explore through
the rest of this section a range of other important activities related to this Outcome, including for
example: our leadership in reducing our carbon footprint; our priority for health, safety and wellbeing;
and, our work to improve diversity and inclusion. Please note that other related activities and
Performance Commitments are included under our other Outcomes, such as water pollution and the
affordability of water bills, for example.

Environment
Turning waste into resource

We continue to advance our work to reduce waste and find innovative ways to take more value from
under-used materials and resources such as wastewater, sewage sludge and our operational land.
Ongoing success in our Performance Commitment to divert almost all our waste from landfill serves
to demonstrate our strength in this area.

Our approach is based on collaborative engagement with multiple stakeholders because this enables
better opportunities than working alone. We are working closely with local authorities, community
groups, universities and regional development agencies.

Our flagship resource recovery programme is progressing well at Esholt wastewater treatment works
in Bradford. Here we are embracing the principles of circular economies to help further eradicate
waste and take more value from under-used resources. We are working with a range of partners on
a mix of projects across the large site to deliver an exciting vision for green growth through sustainable
homes and businesses that use redundant brownfield land, spare renewable heat and currently
unused wastewater.

Managing our energy consumption and costs

We are a large consumer of electricity because it is energy intensive to move, manage and treat
water and waste water. We also use smaller amounts of gas and fuel oils in our operations. These
forms of energy, especially electricity, are critical to the resilience of our operations and they are
amongst our largest operating costs. We continually seek new ways to reduce the amount of energy
we need and to keep these operating costs as low as we can. We also produce an increasingly
substantial amount of renewable energy to supply our operations, and we purchase only certified
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renewable electricity from the national grid. Our approach to energy supports our carbon footprint,
cost efficiency and resilience.

Extreme weather events such as droughts, floods and warm summers can impact on our electricity
use, and these events are becoming more likely because of climate change. In 2018/19, our electricity
consumption was 620GWh. This was higher than normal because we carried out much more pumping
of water through our water grid network to maintain customer supplies through a drought. In 2019/20
our consumption reduced to 602GWh as the drought ended, but still experienced a degree of impact
due to the various floods in Yorkshire.

At the turn of the financial year into 2020/21 we have again experienced unusually dry weather.
Therefore, to secure resilient water supplies we have been using higher than usual levels of energy
as we increased levels of water pumping. We are monitoring this closely to optimise our approach
throughout the year, as is standard business practice. We will update on the full year energy position
in next yearo6s report.

We have been investing in renewable energy for many years and continue to do so. Our latest
anaerobic digestion (AD) plant came on line in 2019 at our Knostrop treatment works in Leeds. Our
AD plants treat the regionbs sewagse toggénarateygreent
electricity. The new plant at Knostrop provi
powering 7,600 homes. This facility along with our other renewables enabled us to generate 86.9
GWh in 2019/20 which met 14.6% of our total electricity needs. This result met our Performance
Commitment to self-supply at least 12% of our own electricity needs.

We continue to grow our portfolio of renewables because this is a cost effective way of delivering
many benefits for the business and society, including carbon reduction which we discuss in the next
section. We are currently part way through a project to install a large AD plant at Huddersfield
treatment works. Once complete, this will allow us to reach the milestone where virtually all our
sewage sludge is used to produce green energy. We are also developing plans to install
approximately 30mW of solar panels across a number of our sites.

We are investing in energy efficiency projects as well as renewables. For example, the replacement
of old pumps with more energy-efficient new ones can reduce energy consumption, operational costs
and carbon emissions. We expect the energy efficiency investments we made in 2019/20 to save
approximately 1.7 gWh of energy and 700 tonnes CO:ze of emissions each year.

Looking beyond electricity, we also use other fuels in our operations. The table below provides a
breakdown of our main sources of energy, all in gWh to allow for comparison. We are escalating our
focus on all these energy sources to help us further reduce our costs and carbon emissions. This
focus is supported by the new Streamlined Energy and Carbon Reporting (SECR) Regulations which
require that we annually publish this information. We explore the largest movements in the carbon
section below.

Energy use at Yorkshire Water |  2018/19 | 2019/20
Fuel use, gWh

Electricity (Including all renewables generated by Yorkshire 620 602
Water)

Diesel 77 82
Gas Oll 36 32
Kerosene 0.18 0.18
Natural Gas 11 9.3
Petrol 2 4
Total 746 729
Intensity ratios

kWh per million litres of water served 645 588
kWh per million litres of wastewater treated 497 439
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Reducing operational greenhouse gas emissions

Operational emissions are those produced through the activities we undertake to provide our day to
day services, such as the electricity we consume and fuel used in our vehicles. It is a priority that we
lead by example in reducing our carbon emissions, and help others reduce theirs, because the public
services we provide fundamentally rely on a stable climate.

Our ongoing retention of the Carbon Trust Standard provides independent verification of our long
track record in reducing carbon emissions. In 2019/20 we have again reduced our emissions.

We have ambitious targets to go even further. In April 2019 we made a new and bold commitment to
achieving net zero carbon emissions by 2030. We have also introduced a new operational carbon
Performance Commitment in AMP7, to reduce our emissions by 12% by 2025 (or 2.4% annually).

Wereportbot h t he 6l ocationd and 6marketd based met hods

carbon accounts using the standardised UK water industry tool which follows Government reporting

guidelines and applies latest emission factors. The location based approach assumes all purchased

electricity has the average emissions of t he
supports the continued focus on energy efficiency because the most sustainable long term approach

is to use less, no matter how the energy is generated. Since 2018/19 we also started reporting our

carbon footprint using the market based approach which recognises the impact of our procurement

choices. This approach captures the carbon reductions we achieve by purchasing only renewable

energy.

Location based carbon account (Assumes all electricity has grid-average emissions)

|  2017/18 | 2018/19 | 2019/20
Operational emissions 1 kilotonnes of carbon dioxide equivalent (KT COze)
Scope 1 emissions KT CO2ze 74 77 71
Scope 2 emissions KT CO2ze 187 156 131
Scope 3 emissions KT CO2ze 27 25 23
Total gross emissions KT COe 288 258 227
Total net emissions KT COze 288 258 227
Intensity ratio i kilogrammes of carbon dioxide equivalent (kg CO2€)
Emissions per million litres of water served 225 206 173
Emissions per million litres of wastewater treated 235 219 136

Market based carbon account (Recognises the carbon saving of our renewable electricity)

| 2018/19 | 2019/20
Operational emissions i kilotonnes of carbon dioxide equivalent (KT COze)
Scope 1 emissions KT CO2e 77 71
Scope 2 emissions KT CO2ze 0 0
Scope 3 emissions KT CO2ze 11 12
Total gross emissions KT COe 89 83
Total net emissions KT COze 89 83

Scope 1 emissions are those we directly release to the atmosphere, for example from burning fossil
fuels on our sites, driving company vehicles, and releasing gasses during treatment processes.

Scope 2 emissions are those indirectly released to the atmosphere through our purchase of national
grid electricity to pump and treat water and wastewater.

Scope 3 emissions are other indirect emissions. We include business travel on public transport and
in private vehicles, activities from outsourced operators and emissions from the transmission and
distribution of the grid electricity that we purchase.

We have continued to achieve substantial falls in our operational emissions. They are down 81%
from 448KT COcze in 2004/05 when we first started reporting our carbon emissions. This is using the
market based accounting approach which recognises the impact of our choices for renewable energy.
They are down 49% if we use the location based approach which considers all our electricity as if it
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had the carbon emissions of the average national electricity grid supply. This is leading performance,
especially when recognising the general upward pressure on our energy use and carbon emissions
from population growth, climate change and new legislative requirements for tighter standards in
wastewater treatment.

Arange of factors are influencing our carbon performance up and down. In 2019/20 notable headlines
include the following:

91 Electricity is a dominant factor in our emissions. We describe in the energy section above how
we were able to reduce our energy use last year and how we continue to invest in renewable
energy. In the market based account we show zero emissions in the Scope 2 category of our
accounts because we continue to use and purchase only certified renewable energy. In the
location based account we see the ongoing trend for reducing Scope 2 emissions because the
national grid continues to de-carbonise through ongoing investment in renewables.

I Gas oil use reduced as part of our ongoing plans to treat more sewage sludge through our
growing capacity for AD.

9 Diesel and our fleet -

0 We increased the size of our fleet and the mileage we travelled in diesel vehicles. This
was a consequence of our efforts to reduce leakage and sewer blockages which can
cause pollution and flooding.

0o We increased the number of electric vehicles in our fleet to 23. Looking ahead, we are
working to reduce emissions from diesel and travel by substantially growing our use of
electric and other low-carbon vehicles in the coming years.

o Within our accounts we have moved some travel-related emissions from the Scope 3
category into Scope 1 when previously outsourced activities were brought back in house
to help reduce costs and improve performance. This represents an accounting change
with no impact on overall emissions.

1 Process emissions are those released from our operational treatment processes. These show
a reduction in our carbon accounts because of a change to the national methodology for
calculating the emissions. There has been no change to performance in real terms. Process
emissions are hard to measure and have historically been an area of low confidence in water
industry carbon accounting. This is starting to improve as we and the water sector collaborate to
increase our focus on process emissions as an important part of achieving our commitment to
net zero.

The response to Covid-19 in our business and in wider society is impacting our carbon emissions.
During lockdown we closed many of our offices and reduced our travel. Our operations have also
responded to changes in societal demand for our services when businesses have closed and
customers have been at home. While the actions had negligible impact on our emissions in 2019/20
because of the timing, we are monitoring this closely through 2020/21 where we expect both positive
and negative impacts on our carbon footprint. We are exploring if and how we can permanently lock
in some of the changes which have delivered positive benefits, especially from more agile working.
We will explore this further in next yeardés report

We are currently updating our climate change strategy which we first published in 2013. As part of
the update we are producing a detailed and costed plan to meet our commitment to net zero by 2030.
This will include a holistic focus on all elements of our operational emissions. We will publish our new
strategy later this year. Our emerging strategy can be found on our website at
www.yorkshirewater.com/climatechange.

Looking beyond our operational greenhouse gas emissions

Embedded emissions are those that result from the purchase of goods and the construction of new
assets. One of our six commitments to the government b
the emissions embedded in our capital investments. Over the last five years we have worked to
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improve our reporting and design processes, we also set a 50% reduction target in this period and
we have achieved a 44% reduction to date. For our next five year period of investment (AMP7) we
have made a performance commitment to reduce our embedded emissions by a further 23% against
a baseline measured using a best practice framework known as PAS2080 (PAS stands for Publicly
Available Specification). We are embedding PAS2080 in our business and processes. We will
continue to drive innovation through partnerships with contractors to reduce our embedded
emissions.

In 2019/20 we worked with an expert consultancy to assess, for the first time, the carbon footprint of
our full value chain, including emissions from our suppliers and our customers use of water. This
goes much further than the traditional focus on operational emissions, which we describe above. The
insight from this project is helping shape our new climate change strategy and carbon reduction plans.
We will publish the results of this analysis later in 2020.

Our environmental governance and policy

Our environmental policy recognises that a resilient water and wastewater business is dependent on
environmentally sustainable operations. We are therefore committed to integrating environmental
best practice and continuous improvement through the efficient and effective conduct of our business.
Central to our environmental governance and risk management is our ISO 14001 certified
Environmental Management System. We have been continually certified to the ISO 14001 standard
since 2004. Environmental performance is reported through our website which is regularly updated.
This can be viewed at: www.yorkshirewater.com/about-us/what-we-do/.

Communities
Supporting communities through education and volunteering

We challenge ourselves to fimake a differenceo to the
provision of high quality water and wastewater servic
programmes provide support a wide variety of individuals and organisations. These partnerships are

of real importance to us in terms of building a greater understanding of, and forging stronger links

with, the communities in which we operate. Some of the key initiatives are:

1 Education centres providing a bespoke programme of visits for primary and secondary schools,
further education and special interest groups. In preparation for our new performance
commitment in AMP7 to deliver 20,000 learning hours each year, we have been increasing our
education provision throughout 2019/20. We had 6,092 visitors during 2019/20 (2018/19: 7,507)
despite being affected by the Covid-19 situation in the later part of the financial year. We delivered
outreach programmes to 12,848 young people and adults (2018/19: 9,252).

9 Ourvolunteering progr amme fAHands UpoO0 comprises initiatives
from a variety of opportunities, such as providing support to partner organisations including the
Canal & Rivers Trust, Yorkshire Wildlife Trust, the RSPB, and supporting STEM awareness in
schools.

f OQur 6éSoak it Upd campaign worked with communities a
pupils to think about how small actions can contribute towards a reduced risk of flooding. We
partnered with Yorkshire Wildlife Trust to work with 12 schools from across the region to raise
awareness and install small scale Sustainable Drainage Systems which could be replicated in
the wider community.

T I'n October 2019 we completed our second 6l ndustrial
is accredited by the Engineering Development Trust. A total of 25 young people undertook a
week-long course during their school holiday and learnt about the wide range of work undertaken
by the business.
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Supporting WaterAid - Our long-standing charity partner

We have a history of supporting those in developing countries who do not have access to safe water
and sanitation. Yorkshire Water has an ongoing partnership with WaterAid to help bring clean water,
decent toilets and hygiene to communities in Ethiopia. Over the last five years, we have raised over
£1m and supported around two million people in 20 towns, enabling communities to benefit from
improved access to clean water. We're delighted to be playing our part in helping people take their
first steps out of poverty in one of the world's poorest countries. Our Big Wish for Ethiopia goes
beyond fundraising, including exchange visits to share our skills and experience. Since 2015 we have
delivered 695 engagement events to over 43,850 young people to help raise awareness through
education in schools and youth organisations. In 2019/20 we delivered 184 such events to 11,859
people.

Our people
Working ethically and respecting human rights

Our Human Rights Policy recognises international human rights, as set out in the Bill of Human Rights
and the principles described in the UN Global Compact. The policy can be found on our group website
at: www.yorkshirewater.com/attachments/human-rights-policy.

It is a fundamental policy of Yorkshire Water to conduct its business with honesty and integrity and in
accordance with the highest standards of ethics, equity and fair dealing. Our Code of Ethics can be
found on our group website at: www.yorkshirewater.com/attachments/code-of-ethics and includes
our policies on anti-corruption and anti-bribery.

We have taken steps to assure there is no slavery or human trafficking occurring within our
organisation or its supply chains. Our Living Wage accreditation ensures all employees are paid over
and above statutory wage levels. We also embed contractual requirements throughout our supply
chain activities and check compliance through a range of assurance controls including the
requirement that all suppliers will abide by our Living Wage Commitment In compliance with the
Modern Slavery Act 2015 we publish annual statements. Our latest statement can be found on our
website at:

www.keldagroup.com/corporate-governance/kelda-group-modern-slavery-act-statement

Ensuring responsibility throughout our supply chain

We are committed to promoting a supply chain that delivers the long term provision of great value
and highly resilient services to our customers. Our ambition is to work in collaboration with our
suppliers to responsibly address current and emerging social, economic and environmental
challenges, both locally and globally.

We acknowledge that our supply chains extend into emerging economies and developing countries
where child and forced labour may be present. All new supply contracts and purchase order terms
oblige our suppliers to comply with the Modern Slavery Act 2015, including the abolition of human
rights abuse in all its forms. We are now confident that all suppliers trading under our terms will have
this obligation in their agreement and will be working towards methods to further assure this
throughout the contract lifecycle.

Our Sustainable Procurement Strategy sets out our objectives in full and is aligned to the wider Water
Industry Public Interest Commitment:

www.yorkshirewater.com/attachments/sustainable-procurement-strateqy

www.water.org.uk/publication/water-uk-public-interest-commitment-update

Health, safety and wellbeing

During 2019/20 we completed the implementation of our four year Health and Safety Plan, which is
key in realising our Health and Safety Vision of: Everybody, Every Day, Safe and Well, and We Know
It.
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the plan we have now implemented initiatives focussing on personal, process and infrastructure
changes to ensure that the health, safety and wellbeing of colleagues and other stakeholders is
maintained and not compromised by our activities.

In occupational safety, although we were off-target in meeting our stretching performance target for
a lost time injury rate (LTIR) of 0.23 incidents per 100,000 working hours at 0.36%, although over the
last five years (AMP6) we have reduced this rate by 46%. This represents a significant reduction in
the number of colleagues injured and is due to the implementation of enhanced employee training,
risk control processes and improvements in equipment and asset design. In process safety, we
continued our focus on our higher hazard assets; and reduced the number of process safety events
over last year. This has been as a result of increased rigour around implementing learnings from
previous incidents through our Incident Review Board process.

In health and wellbeing our focus on mental health continued, and we have now trained over 1,600
colleagues as Mental Health First Aiders. They are equipped to recognise the early signs of mental
health problems in colleagues, leading to early intervention and support from our in-house
Occupational Health team. We believe this initiative has significantly contributed to a reduction in the
number of colleagues that need to be referred for further professional support such as external
counselling.

In terms of our systems and processes, our Health and Safety Management System achieved
external accreditation to the 1ISO45001 International standard. This is an industry best practice
benchmark for the company.

Our response to the Covid-19 pandemic started towards the end of the financial year, with our Incident
and Crisis Management Teams overseeing the process. Business Continuity Plans were enacted
across all business units and this resulted in many colleagues working from home, and key workers
remaining operational to support essential services such as customer emergencies, continued supply
of water and treatment of waste. At all times the health, safety and wellbeing of our colleagues and
customers has been our highest priority. We have introduced a humber of new initiatives to support
colleagues such as the Employee Assistance 24 hr helpline manned by qualified counsellors being
implemented to provide colleague support, a colleague interest free loan facility, and access to The
Big White Wall mental health initiative.

Looking ahead to 2020/21 we will continue to focus on our key risks and challenges which will include
the Covid-19 pandemic, reducing injuries from operational activities and continuing to embed our
comprehensive mental health strategy. In addition, we will work very closely with our supply chain in
order to share best practice and learn from each other in order to develop a common health and
safety culture.

Our health and safety strategy and plan continue to be fully aligned to our overall business strategy
and are key in continuing our journey in terms maturing our health and safety culture, reducing
operational risk and meeting our stakeholder needs.

Attracting great people and maintaining the skills we need

We recognise that our employee experience is key to attract, retain and engage top talent with the
skills we need to make our workforce resilient, to ensure our success, both now and in the future. We
are developing our people through a range of training initiatives, developing talent programmes and
rewarding our colleagues with great working environments, fair wage and reward package.

In 2019/20 we have:

1 Expanded our apprenticeship offering from 124 as of March 2019 to 151, with an intake of 27
internal and external apprentices in September/December 2019, maximising our usage of the
Apprenticeship Levy and anticipating future needs based on our expected skills gaps and
potential risk of lost knowledge due to retirement;
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In our graduate programme, we have continued to develop our nine graduates who completed
their programme in August 2019, with nine new graduates recruited for a September 2019 start,
and a further 18 planned for a September 2020 intake. Our 2020 graduate intake will be the
highest we have done and demonstrates the importance the wider business places of having
graduates in their teams;

Investing in Social Recruitment, utilising online (social media tools) to attract a wider and more
diverse talent pool, allowing us to reach candidates more readily and enable talent to understand
our company culture. This improves our candidate pools and expand our talent pipelines;
Developed on-the-job assessments for operational colleagues, which are aligned to the technical
competency framework allowing us to develop/retain/recruit a skilled workforce; and

Developed operational front line and management onboarding and induction plans that provides
critical skills and knowledge to help new colleagues succeed in their role. This has meant we can
integrate new employees into the company and make them understand the systems and
procedures followed by the organisation. New employees settle down quickly in the new work
environment and enables them to flourish in their role.

Championing diversity

Below we provide diversity statistics relating to those directly employed by Yorkshire Water on 31
March for the last three years:

Male Female

Gander 2020 2019 2018 2020 2019 2018
Statutory 9 8 8 2 2 4
directors (81.8%) (80.0%) (66.7%) (18.2%) (20.0%) (33.3%)
Senior 22 20 18 12 9 7
managers (64.7%) (69.0%) (72.0%) (35.3%) (31.0%) (28.0%)
Total 2,677 2,357 2,086 803 710 661
employees (76.9%) (76.9%) (75.9%) (23.1%) (23.1%) (24.1%)

Black and Minority Not disclosed
Ethn|C|ty Ethnic (BME)
2020 2018 2020 2019 2018 2020 2019 2018

Statutory 11 12 0 0 0 0 0 0
directors (100.0%) | (100.0%) | (100%) | (0.0%) | (0.0%) | (0.0%) | (0.0%) | (0.0%) | (0.0%)
Senior 23 23 3 3 2 8 6 0
managers (67.6%) (92.0%) | (8.8%) | (9.7%) | (8.0%) | (23.5%) | (20.7%) | (0.0%)
Total 2,517 2,211 173 150 140 790 498 396
employees (72.3%) (80.5%) | (5.0%) | (4.9%) | (5.1%) | (22.7%) | (15.9%) | (14.4%)
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Age Year 16-25 26-35 36-45 46-55 56-65 66+
2020 0 0 2 3 6 0
(0.0%) (0.0%) | (182%) | (27.3%) | (54.5%) | (0.0%)
. 0 0 2 4 4 0
Statutory directors | 2019 (0.0%) | (0.0%) | (20.0%) | (40.0%) | (40.0%) | (0.0%)
2018 0 0 2 5 5 0
(0.0%) (0.0%) | (16.6%) | (41.7%) | (41.7%) | (0.0%)
2020 0 2 16 12 4 0
(0.0%) (5.9%) | (47.1%) | (35.3%) | (11.8%) | (0.0%)
Senior managers 2019 0 0 12 14 3 0
(0.0%) (0.0%) | (41.4%) | (48.3%) | (10.3%) | (0.0%)
2018 0 0 10 13 2 0
(0.0%) (0.0%) | (41.7%) | (54.2%) | (4.1%) | (0.0%)
2020 259 989 818 829 551 34
(7.4%) | (285%) | (23.5%) | (23.8%) | (15.8%) | (1.0%)
Total eml 2019 274 865 690 770 456 12
otal employees (9.0%) (28.0%) (225) | (25.1%) | (14.9%) | (0.4%)
2018 195 693 679 745 419 16
(7.1%) | (25.3%) | (24.8%) | (27.0%) | (15.2%) | (0.6%)

In note 4 to these financial statements we disclose figures relating to a total of 3,312 employees who
were employed based on monthly averages throughout the financial year. The above figures relate
to employees as at 31 March 2020. Both approaches are accurate and are provided in the format
stated by the relevant regulatory requirements.

Like many companies in the water sector, historically we have had a predominantly white male
workforce. We will continue our focus on improving the diversity of our workforce. To achieve this we
are taking a targeted, data led approach which will see policies and plans delivering results over the
coming years, more detail on these below. Progress does take time, and we may see some years
where our gap increases, before it continues to improve.

We strive to be as diverse as the community we serve, inclusive of all. Diversity and inclusion provides
business benefits and supports social cohesion. Examples of activities we are doing in this area are:

1 We hold the National Equality Standard and have an action plan that is linked to the feedback
from it, as well as the overall company strategy and objectives.

1 We have published the annual Workforce Diversity report, capturing the ethnicities, gender and
disability of our workforce. This shares
areas that we need to work on. We have also published our ethnicity and gender pay gap
reports. Next year we plan to report across all elements of diversity.

1 We are members of a Business Disability Forum; this gives all colleagues access to an advice
service with support for any matters around disability and provides managers with a range of
support and guides to assist their teams with disability.

1 We are part of the Inclusive Top 50, a membership with a network of organisations that promote
inclusion across all protected characteristics, throughout each level of employment within their
organisation and representing the promotion of all strands of diversity.

1 We have renewed membership of the Energy Utility Skills partnership and, together with other
members, we have made an inclusi on commi t ment which ai ms
commitment to diversity and inclusion.
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We run the Yorkshire Diversity Forum, with over 60 members from across Yorkshire, consisting
of businesses, individuals and organisations, both private and public sector. The Forum comes
together to share best practice.

The company has a big role to play in addressing skills shortages, particularly when it comes to
the Science, Technology, Engineering and Mathematics (STEM) subjects. The company
proactively supports national Women in Engineering week by running a number of events with
girls from local schools.

We have continued to invest in female development leadership programmes to address the
under-representation of females in leadership roles. There was a third cohort of 20 women on
the leadership programme, which they completed in June 2019. The 2020 cohort has started with
a further 20 colleagues, and we have successfully completed a Black, Asian and minority ethnic
(BAME) leadership programme with another cohort starting in 2020. Members of the previous
cohorts have been very successful within our business and have a strong support network in
place.

A director sponsored diversity and inclusion steering group continues to drive progress in this
area; ensuring the policy is regularly reviewed, setting targets, monitoring progress and ensuring
that the aspirations of the company are being met. The steering group has four key work streams,
being gender, ability, LGBTQ and ethnicity, each of which has a prioritised area of focus. The
work streams support the priority themes of the diversity and inclusion strategy of representation,
inclusion, capability and customer equality and corporate social responsibility, supporting us to
become a more diverse and inclusive employer and better reflect our customer base.

We continue to partner with the Lighthouse Futures Trust, which supports children and young
adults on the autistic spectrum. We run supported internships for students with an autistic
spectrum condition. In the first year, five out of the seven secured further opportunities within
Yorkshire Water. In 2018/19 at least three colleagues from Lighthouse joined Yorkshire Water
on employment contracts after completing their internship. We have another four placements
planned for 2020.

We completed a partnership with Barnardods
from Barnardods educat i onThd studdnts,ifronga keoad rangekof
backgrounds, undertake placements and study.

We have been running a reverse mentoring programme in 2019/20 that has allowed colleagues
from different backgrounds in the business and different levels to share experience and
understand each otherdés |ived

We are currently reviewing our internal recruiting process and planning to test out different ways
to expand our inclusion as a company, including encouraging flexible working and job shares, for
example.

All these activities should improve the attraction, recruitment, development and promotion across all
areas of diversity in Yorkshire Water. We will proactively report the results of all these activities.

Gender pay gap

We started reporting information on the gender pay gap in 2015. Since then, we have seen the
development and implementation of The Equality Act 2010 (Gender Pay Gap Information)
Regulations 2017 and we have published our gender pay gap data, in line with the Regulations, for
Yorkshire Water, as summarised below.

exper i endusionand

Pay and bonus gap

Year Mean Hourly Median Hourly Mean Bonus Median Bonus
2019* 1.5% 0.1% 13.6% 5.7%
2018* 4.7% 6.2% -2.8% 0%
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Receiving bonus

Year Females Males

2019* 89.8% 88.3%

2018* 92.6% 91.1%

Pay quartiles
Year Top quartile Upper middle Lower middle Lower quartile
guartile guartile
F M F M F M F M

2019* 21.5% | 78.5% | 23.3% 76.7% | 22.8% | 77.2% | 22.4% | 77.6%
2018* 19.0% | 81.0% | 23.6% 76.4% | 22.1% | 77.9% | 28.9% | 71.1%

*Published figures are to 5 April for each year in line with Regulations.

The improvement in the pay gap figures above results from an increase in the representation of
women in higher paid more senior positions, and a decrease in the percentage of women in the lowest
paid quartile. Whilst this is welcome we will continue our focus on improving the diversity of our
workforce, by taking a targeted, data led approach.

Further information about our gender pay gap and the action we are taking to address it can be found
on our website at: www.yorkshirewater.com/careers/working-for-yorkshire-water/diversity-inclusion.

Ethnicity pay gap
Our Ethnicity pay gap data for 2019 is summarised below:

Mean hourly pay Median hourly pay
2019 2018 2019 2018
Employees £17.78 £18.75 £16.65 £18.10
White employees £17.75 £18.78 £16.72 £18.21
BME* employees £18.34 £18.22 £15.09 £17.10
General pay gap -3.3% 3.0% 9.7% 6.1%

*Black, Asian and minority ethnic

Relative to the total number of colleagues across the population covered by the 2019 data and, who
disclose their ethnicity, there is a proportionately greater representation of BAME colleagues in our
most senior pay band and our most junior pay band. Conversely, though, this pattern of
representation is reversed for the pay bands in between which covers the majority of the professional
and senior management population. As a result of this, there is a difference between the mean and
median pay gap figures for 2019. This change in representation, particularly in the most senior pay
band also helps to explain the change, for example, in the mean pay gap figure for from 2018 to 2019.

As with the gender pay gap numbers, we will continue our focus on improving the diversity of our
workforce, by taking a targeted, data led approach.

Further information about our ethnicity pay gap will be published on our website later this year through
our Workplace Diversity Report..
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Customer Outcome: We keep your bills as low as possible

2018/19 2019/20 2019/20 2020/21
performance commitment performance commitment

Number of Publish figures
people we help 31,606 annua‘ﬂ 35,939
pay their bill y
Cost of bad debt
to customers . As detailed in Our
Percentage of the 3.02% O 3.16 3.06% Business Strategy
average section on page 3,
customer 6 new Performance
Value for money Commitments and
Percentage of methodologies are
customers Avgé?f%irsgi?ézo applicable for
[ 0 2020/21

agreeing we are 7% water to be better than 79% water 020/21 to
fival ue f o 9% average 80% wastewater 2024725
in an independent wastewater 9 0

2010-15
survey by the erformance
Consumer Council P
for Water (CCW)

* More information on our Performance Commitments is provided in our Annual Performance Report, which can be found on
our website at www.yorkshirewater.com/reports.

AMP7 Performance Commitments are detailed at: https://www.yorkshirewater.com/attachments/yorkshire-water-amp7-
performance-commitments-appendix/

In order to meet this Outcome, we aim to keep bills as low as possible by managing customer debt,
our financial performance, investment programmes, borrowing requirements, financial risk and
corporation and other taxes.

Ensuring affordable water services and managing customer debt

We know that affordability is a key concern in Yorkshire. Domestic customers cannot generally
choose their water company, so it is essential that we provide our services as efficiently as possible
so that our customers get value for money and feel that our bill is affordable.
In response to Covid-19, we have taken a number of measures to ensure that customers who are in
debt are supported throughout this time. Since the middle of March 2020 we have suspended all debt
recovery action for customers financially impacted by Covid-19 providing time for them to understand
the impact for them. In place of our letter communication to these customers we have implemented
new correspondence which provides additional information about the suite of financial support options
Yorkshire Water has in place. These include, but are not limited to:

1 payment matching schemes to help customers out of debt;

1 social tariffs which cap customersd bills

I acharitable trust which provides debt write-offs for customers with multiple debts.

In addition to these ongoing measures, we have also introduced payment holidays for customers
impacted by Covid-19 which allow customers up to three months without making payments on their
account. This provides the breathing space which may be required during a time of financial
uncertainty for many of our customers who are struggling to pay their bill.

The price of our bills has always been, and remains, a top priority for our customers. Our average
household bill is below the national average at £392 in 2019/20.

Our affordability strategy is a simple one, we:
A Keep bills affordable for customers and free them from worry.

A Innovate to deliver services efficiently.

at

A Deepen our understanding of customersod needs,
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A Prevent customers from falling into debt by knowing their individual circumstances.

A Deliver prompt and meaningful support when it is needed.
A Where debt occurs, help get customers back on their feet as quickly as we can.

We offer financial help through a broad range of support schemes. We have further increased the
number of customers we help through our support packages, up from nearly 32,000 customers in
2018/19 to 35,939 in 2019/20. By 2025 we aim to increase this number to 83,000. To support this
ambition we will provide £14.5m funded directly from the company through our Community Trust and
WaterSupport social tariff.

Non-recovery of customer debt threatens profitability in the short term and may increase bills for
paying customers in the medium to long term. The Ofwat Price Review process (page 3) incorporates
an allowance in prices for the cost of debt considered to be irrecoverable. To help minimise this cost
we operate a range of schemes designed to help customers who genuinely struggle to pay their bill
while having strong processes in place for overall debt collection. One of our Performance
Commitments is to ensure the cost to customers of our bad debt is kept at no more than 3.16% of
the average bill. In the year we have maintained our leading approach to debt management, this cost
being 3.06% of the average bill in 2019/20. This calculation is stipulated by Ofwat and therefore does
not include the accounting adjustment made to the bad debt charge explained in note 1 to the financial
statements.

Each year, the Consumer Council for Water (CCW) survey water customers about perceived value
for money. Latest results show t hat 79% of customers agreed
moneyo, and 80% for our wastewater service.
Commitment to improve average satisfaction scores this AMP compared to the last one, for both
water and wastewater services. As last year, our scores are above the industry average.

Loop Customer Services Management Limited (Loop)

Loop's principal business is the provision of customer management services to YW, which includes
billing and debt recovery. The changing economic climate can, therefore, have a major impact on
Loop's activities.

Loop also provides a contact centre service to Yorkshire Water. Failures of service by Yorkshire
Water or severe weather conditions can also have an impact on Loop's operational call volumes. This
may impact on Yorkshire Water's performance in Ofwat's performance commitments for companies'
customer service.

Loop also contributes he del i
lowas possibled and A We vide th
six associated performance commitments, in the Awe Kk
provide the |l evel of customer eser
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The development framework for all employees has been embedded, giving structure to the reward
and the development of our colleagues. Loop has retained Great Place to Work accreditation from
Best Companies, which was based on colleague feedback and the Investors in People Bronze
standard. This has been supported by strong Kelda Voice engagement scores during the year.

Engaging colleagues has been a key initiative and will remain a focus in the coming year. Health,
safety and wellbeing performance has continued to improve. Loop have supported the Kelda Life
Saving Rules programme and several well-being projects have been implemented over the year,
ensuring that health, safety and wellbeing is at the heart of the company culture.

Keyland Developments Limited (Keyland)
During the year, Keyl andbés activities centred
the statutory planning system to meet market demand.

The Keyland business continued to focus on maximising the value of property assets released by
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sites for industrial development. In addition, Keyland has continued to secure further opportunities
by working with third-party landowners seeking to bring forward potential development sites.

Keyland continued to make progress on a number of joint venture projects, which control strategic
residential development sites around Leeds.

The main risks to Keyland were:
1 the quantity and type of sites becoming available for transfer from Yorkshire Water;
1 the fluctuating market conditions, which affect the value of land; and
1 changes, unpredictability and delays in the planning system.

Looking forward, Keyland will continue to concentrate on securing an adequate supply of sites from
Yorkshire Water, whilst also promoting sites on behalf of other major landowners, including local
authority landowners.

Kelda Transport Management (KTM)

The principal activity of KTM is to comply with the Goods Vehicles (licencing of operators) Act 1995
to demonstrate continuous and effective management of two operating licences (Yorkshire and North-
West England) for Large Goods Vehicles (LGV) allowing Yorkshire Water to operate LGV whilst
promoting operating efficiencies.

As per the undertakings of KTMés operating |
transferred from Yorkshire Water. The company can demonstrate independence of Yorkshire Water.
Three appointed transport managers are in place with two appointed board directors supported by a
company secretary.

Both operating licences are recording blue statuses (full compliance) within the Traffic
Commissioners Office OCRS (Operators Compliance Record Score). In January 2018 the company
achieved the DVSA (Driver Vehicle Standard Agency) Earn Recognition Accreditation and the FTA
(Freight Transport Association) Truck Excellence for compliance and management of its operating
licences.

Three Sixty Water Limited (TSW) and subsidiaries, collectively (TSWG)

The UK Water Act 2014 (UKWA) established the framework to create a market that allows 1.2 million
businesses and other non-household customers of providers based mainly or wholly in England to
choose their supplier of water and wastewater services from April 2017. Non-Household Retalil
(NHHR) services include services such as billing and customer services. The sale of the Yorkshire
Water NHHR customer base took place on the 30 September 2019 to Scottish Water Business
Stream Ltd. ( S c o-tldmesticdvater suppdier)g e st non

The TSWG comprises three elements:

1 TSW, which has a Water and Sewerage Services License (WSSL) obtained under the
UKWA, gradually reduced its England based customers through 2019/20 and ended the
financial year with no customers. Additionally it provides shared services to its two
subsidiaries. TSW will retain its WSSL for 18 months from 30 March 2020 to fulfil licence
requirements to support exited customer queries.

1 Three Sixty Water Services Limited (TSWS), provides NHHR services to a small number of
Scaottish customers under a Water Supply License (WSL) obtained from the Water Industry
Commission for Scotland. At the close of 2019/20 TSWS had only one remaining Scottish
customer who had indicated they would switch away by the financial year end. It is anticipated
that they will switch from TSWS 2020/21. Historically TSWS have also provided some non-
regulated Added Value Services (AVS), such as flow metering, to customers in the Yorkshire
Water service area and elsewhere in the UK. TSWS will actively transition this support of
existing customers to Business Stream through 2020/21. At this point a six month migration
period to 31 March 2022 will see all customer support services transfer to Business Stream
operations.
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1 Three Sixty Water Yorkshire Limited (TSWY), which provides customer service, billing, cash
collection and debt management services to Business Stream.
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Section 172(1) statement

In 2018 the Companies (Miscellaneous Reporting) Regulations introduced a requirement for large
companies to publish a statement describing how the directors have had regard to the matters set
out in section 172(1)(a) to (f) of the Companies Act 2006.

Section 172(1)(a) to (f) requires each director to act in the way he or she considers would be most
likely to promote the success of the company for the benefit of its members as a whole, with regard
to the long term and various other stakeholders. In all its decision making, the board seeks to consider
the broader impact on its stakeholders and this is demonstrated through our six capitals approach to
decision-making which considers the impact of any decision on our financial, human, manufactured,
intellectual, natural and social capitals, both now and into the future.

In addition, towards the end of the year we have undertaken a review within the largest group
subsidiary, Yorkshire Water Services Limited (YWS), as to where each of the six capitals should be
considered, be it at a board level by the whole board, or by one of the Yorkshire Water board
committees. This work is continuing into 2020/21 and we will report next year on any changes to the
terms of reference of our Yorkshire Water committees as aresult. More information on our six capitals
approach can be found on page 7.

We have also set out below more detail in relation to each part of section 172(1)(a) to (f):
(@) The likely consequences of any decision in the long term

As a water company, Yorkshire Water is required by the government to produce a Water Resources
Management Plan (WRMP) which shows how we plan to maintain a secure supply of water to all of
our customers over the next 25 years. This requires us to consider the long term in all of our strategic
decisions at board level. We publish regular reports on our 25 year plan, including the latest report
entitled #notjustwater, which was published in August 2018 and can be found on the Yorkshire Water
website at https://www.yorkshirewater.com/biggoals.

Work on the next version of the report is planned for 2020/21 and this is built into the board forward
agenda for regular consideration by the board during its development.

We also have prepared a long term viability statement for our main business, Yorkshire Water, which
can be found in the YWS Annual Report and Financial Statements at:
www.yorkshirewater.com/reports. This sets out the specific factors that the YWS board has
considered in relation to the viability of the company over the next ten years. This year our review
takes into account the increased uncertainty relating to our CMA challenge and the Covid-19
pandemic.

During the year there has also been much consideration by the boards of Yorkshire Water and Kelda
Eurobond Co of the draft determination and Final Determination from Ofwat in relation to the Price
Review. This consideration has involved significant focus on the long term and how the
determinations by Ofwat would impact upon the business and the community we serve not just within
the five-year term of the Price Review but beyond.

The YWS board has also had many discussions during the year in relation to the longer-term people,
customer experience and technology strategies of the business, as detailed in the Corporate
Governance section on page 70 There has also been significant focus at the YWS social value
committee on the land strategy of the business, as a significant landowner in Yorkshire, which again
stretches well beyond the immediate future.

In September 2019 both the YWS board and the Kelda Eurobond Co board also spent two days
visiting Hull and seeing first-hand the work being done through the award-wi nni ng oOLi vi
scheme, which is focused on the long-term flood resilience of the Hull and Haltemprice region.
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() The interests of the companyds empl oyees

The board considers our people to be our greatest asset, and the interests of our employees are
always taken into consideration in the decisions that are made. Each year we conduct employee
surveys to obtain the views of our employees and the results of these, and the proposed actions to
be taken as a consequence, are reported back to the YWS board. Further information on this can be
found on page 71.

Towards the end of the year the YWS and Kelda Eurobond Co boards received regular updates on
the handling of the impact of Covid-19 on employees, receiving frequent updates on the actions being
taken to protect and support our colleagues through an extremely challenging time.

The board has also received regular updates on the people strategy during the year and provided
feedback.

Also during the year we set up our Yorkshire Water Colleague Engagement Forum, which met six
times during the year. The forum is made-up of elected representatives from all areas of the Yorkshire
Water business and is attended by Julia Unwin and Nevil Muncaster from the YWS board to enable
them to hear the feedback from the forum first-hand. In addition, the minutes from the forum are
circulated to the YWS board and there is a standing agenda item at each YWS board meeting to
consider the feedback from the forum.

The forum members input to the agenda of the meeting and agenda items are discussed in advance
to enable the forum members to actively gather views from their business area to feedback to the
meeting. The meetings during the year have covered topics such as the development of the new
vision and values, feedback on the implementation of the SAP system, the potential impact of a no-
deal Brexit, consideration of social mobility, updates on the Price Review, feedback on culture, the
development of the technology strategy, people strategy and customer experience strategy.

(c) The need to foster the company6s busustoreesssandr el ati ons
others

We have a Procurement and Contract Management team within YWS who work closely with our
suppliers across the business. We seek to work in partnership with suppliers, where appropriate, and
physically work alongside a number of our partners at our various sites across Yorkshire. We seek to
treat our suppliers fairly through compliance with the Utilities Contacts Regulations, the Official
Journal of the European Union and the Utilities Vendor Database operated by Achilles Information
Limited. We work with our partners to help drive change in our organisation through innovation,
promoting new ideas and ways of working and to ensure that they reflect the same behaviours that
we expect from our own people. The YWS board has oversight of the procurement and contract
management processes in place and receives regular updates on any matters of significance, as well
as approving the awarding of large contracts.

The YWS safety, health and environment (SHE) committee invited a key partner to attend a
committee meeting during the year, to hear first-hand how Yorkshire Water could work more
effectively in partnership from a health and safety perspective. There is more information on this in
our SHE committee report on page 137 of the YWS financial statements.

The YWS board also received presentations on the partnership approach adopted by the business
and will continue to receive regular updates on this in the future.

We continue to be very focused on our customers and YWS has seven specific Customer Outcomes
which it is measured against. Further information on these is on page 4, and our performance this
year is discussed in the strategic report on pages 10 to 39. The directors receive information on these
on a monthly basis and closely monitor progress and performance in these areas.

A new customer experience strategy has been developed during the year and the YWS and Kelda
Eurobond Co boards have received updates on this throughout the year, as well as presentations on
the impact of flooding and the potential impact of a no-deal Brexit on our customers.

As well as customers and suppliers, we seek to build strong relationships with other key stakeholders
in the areas in which we operate, such as local authorities, environmental groups and community
groups. Our directors take an active interest in these connections and participate where possible in
building such relationships and leading the liaison between Yorkshire Water and other organisations.
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dThe impact of the compacomduwitycapdeenvaronmenh s on t

We have a significant impact on the communities we serve and the environment around us. The YWS
board receives regular updates on both, through both the YWS social value committee and at the
main board meetings.

During the year this has included the YWS and Kelda Eurobond Co board visit to Hull to find out more
about the oO6Living with Watero6 scheme, det ai l
anchor institution, regular updates on the social purpose of the organisation, a detailed review of the
carbon commitments made by the business and the progress against these, regular updates on a
natural capital dashboard developed by the business, the impact of operational plans for water and
wastewater on the environment and consideration of the land strategy of the business.

During the year Yorkshire Water founded a land anchor network in Yorkshire with fellow key
landowners from the region. A number of board members supported the launch event and have
continued to provide support to this.

Towards the end of the year, as part of the considerations of the impact of Covid-19, the board
emphasised the importance of helping the community served by the business and received regular
updates on the steps being taken to help the community as and when needed.

Further information on the work done in this area is in our strategic report on pages 2 to 69.

(e) The desirability of the company maintaining a reputation for high standards of business
conduct

We believe it is vital that we are trusted by our stakeholders and therefore we seek to maintain high
standards in all that we do as a business. We aim to always do the right thing in our interactions with
others and YWS is on course to become an Open Data company later in 2020, which will continue to
provide transparent and accurate data to our stakeholders on a range of matters that are important
to them.

We report openly on our performance in relation to our various Customer Outcomes and our YWS
company monitoring framework is subject to annual assessment by Ofwat.

Our YWS and Kelda Eurobond Co audit committees receives regular reports from internal audit which
cover business conduct across many areas of the business and this provides assurance to the YWS
and Kelda Eurobond Co boards in relation to the way in which the company is conducting itself. We
also work with a range of independent external organisations, who provide assurance around our
controls, assumptions and calculations in different parts of the business. These organisations also
report back to the boards and audit committees as appropriate.

We have a Code of Ethics which applies across the business and is regularly reviewed by the YWS
board. This covers conflicts of interest, our anti-bribery policy, our whistleblowing policy, our
expectations of conduct in the workplace and in relation to confidentiality. All of our people are
expected to read and understand our Code of Ethics and e-learning is provided in key areas to all of
our people where appropriate. We have also undertaken an internal audit of our approach to gifts
and hospitality during the year to ensure that we are complying with our zero-tolerance approach to
bribery and behaving in line with our Code of Ethics. The results of this audit have been shared with
the audit committee and we are now seeking to implement the recommendations to make some
changes to our policy in this area to clarify our approach and give additional guidance to our
colleagues in specific situations.

The board has a low risk appetite for reputational risk and the reputational impact of decisions made
by the directors is always considered.

We have developed a reputation dashboard during the year which is reviewed at every social value
committee meeting and covers stakeholder sentiment and customer perception amongst other
measures.

(f) The need to act fairly between members of the company

We have four shareholders and all are represented on the board of Kelda Eurobond Co Limited. In
addition, the three largest shareholders are represented on the YWS board, with the fourth
shareholder entitled to appoint an observer to attend the board meetings. In this way, we ensure that
we treat all of our shareholders fairly and that their views are fairly represented in key decisions. This
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is further ensured by a Shareholder Agreement, which was signed in 2010 and which sets out the
rights of each of the shareholders in relation to the company and the matters which require specific
investor consent. Further information on how our board operates can be found on page 70.
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Our corporate structure

The diagram below shows a summary of the active companies within the Kelda Group. All companies
are wholly owned unless stated otherwise. Det ai | s of the groupébés sharehol der
are also published on the gwwwikedagsoupcenhsi t e, found at tl

Kelda Group corporate structure at 31 March 2020

Kelda Holdings
GIC 33.56%

Gateway Infrastructure HK Limited, Gateway HK Water
Limited and Gateway HK Water Il Limited, (managed by

Corsair Infrastructure ManagementL.P.), 30.32%
Wharfedale Hong Kong Limited (managed by DWS) 23.37%
SAS Trustee Corporation 12.75%

Kelda Non-reg Holco
Limited

Other Kelda businesses Kelda Group Limited Saltaire Water Limited

Kelda Eurcbond Co Limited

Kelda Finance (No.1)
Limited

Kelda Finance (No.2)

Limited Kelda Finance (No.3)

PLC

/I

Yorkshire Water Services
Holdings Limited

Whole Business Securitisation

group
Yorkshire Water Services

Limited

Yorkshire Water Services

. - Yorkshire Water Finance Plc
\ Finance Limited )

Summary of group company activities

The details and activities of the companies within the condensed group structure chart above are as
follows:

Kelda Holdings Limited i the ultimate parent undertaking for the group. Whilst the company is
incorporated in Jersey, it is wholly and exclusively resident for tax in the UK. The company was
incorporated in Jersey because Jersey law allows greater choice than the UK as to the way
distributions can be made to shareholders.

Kelda Eurobond Co Limited 7 a group subsidiary incorporated in England and Wales and wholly
and exclusively resident for tax in the UK. It was incorporated for the purposes of issuing bonds as
part of the acquisition of the shares of Kelda Group Limited (formerly Kelda Group PLC) by the
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shareholders in 2008. Thi s bond debt meets the eligibildi
exemptiono. All bond debt issued by Kelda Eur
Holdings Limited.

The bonds issued by Kelda Eurobond Co Limited are listed on the International Stock Exchange in
the Channel |l slands (TISE). TISE is regarded
for the purposes of the quoted Eurobond exemption. Listing on TISE was chosen rather than the
London Stock Exchange (LSE) for ease of administration; since the bonds in question are not traded
the greater administrative requirements imposed by the LSE are not necessary.

Kelda Non-reg Holdco Limited i a group subsidiary incorporated in England and Wales and wholly

and exclusively resident f or tax in the UK. The companyds

Kel da Groupébés businesses other than Yorkshire

Kelda Group Limited i originally the ultimate holding company in the group and formerly a public
listed company. It was incorporated in England and Wales and is wholly and exclusively resident for
tax in the UK. The shares were acquired and the company de-listed in February 2008.

Saltaire Water Limited i this was the acquisition vehicle forthepur chase of Kel d
shares (formerly Kelda Group PIc) in February 2008. The shares of Kelda Group Limited are now
held by Kelda Eurobond Co Limited. The company was incorporated in England and Wales and is
wholly and exclusively resident for tax in the UK.

Other active Kelda businesses

The following group companies operate in the UK and are wholly and exclusively resident for tax in
the UK:

A Three Sixty Water Limited i offered water and wastewater retail and added value services to
non-household customers across the UK up to 1 October 2019. The non-household retail
business was sold to Business Stream on this date. Three Sixty continues to provide services to
Business Stream under a transition services agreement.

A KeyLand Developments Limited (KeyLand) i manages the group's surplus property assets,
either on its own or in partnership with outside organisations.

A Loop Customer Management Limited (Loop) i delivers customer service support to Yorkshire
Water that includes billing, debt recovery and incident management.

A Kelda Transport Management Limited i provides operating licence compliance and promotes
safe and efficient practices for Yorkshire

Following the strategic review conducted during the year ended 31 March 2017, the majority of non-
regulated businesses outside of Yorkshire Water have been divested. This action has enabled us to
enhance the leadership of the Yorkshire Water business by removing potential distractions that arise
from other parts of the group. This has allowed greater simplification of the Kelda Group structure.

Kelda Finance (No.1) Limited, Kelda Finance (No.2) Limited, Kelda Finance (No0.3) PLC i these
companies were incorporated to issue debt and raise loan financing facilities outside of the Whole
Business Securitisation (WBS) Group, described below. They are all incorporated in England and
Wales and are wholly and exclusively resident for tax in the UK.

Yorkshire Water Services Holdings Limited i incorporated in England and Wales and wholly and
exclusively resident for tax in the UK. The company is the immediate holding company of Yorkshire
Water Services Limited.

Yorkshire Water Services Limited - incorporated in England and Wales and wholly and exclusively
resident for tax in the UK. This is the main company in Kelda Group, providing water and wastewater
services to the Yorkshire region. This is the company to which this Annual Report and Financial
Statements publication refers.

Yorkshire Water Finance Plc, Yorkshire Water Services Finance Limited i companies within the
Whole Business Securitisation described below.
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Whole Business Securitisation

Yorkshire Water established a financing structure known as a WBS in 2009. The WBS enhances the
creditworthiness of Yorkshire Water by setting strict rules that demonstrate to lenders the company
is a safe and reliable business in which to invest. Lenders are therefore more prepared to lend to
Yorkshire Water at lower rates of interest than would otherwise be the case at the same level of
indebtedness.

This WBS works by placing a protective ring-fence around Yorkshire Water's business which includes
the way it operates, the way it trades with other group companies outside the WBS and the way it
finances itself. The protections include limits on borrowings, dividends and the ability to lend money
to other Kelda companies. The protections also require profits to more than cover the amount of
interest that Yorkshire Water pays.

Yorkshire Water Finance plc is the principal financing vehicle for the WBS group. Yorkshire Water
Services Finance Limited remains part of the WBS as a legacy finance company for debt issued prior
to the introduction of the WBS. Both are incorporated in England and Wales and are wholly and
exclusively resident for tax in the UK.
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Delivering and governing our investment programmes

Our Board Investment Committee (BIC) uses delegated authority from the Yorkshire Water board to
govern the effective and efficient delivery of our investment programmes and deliver best value for
customers and the business.

Capital additions for 2019/20 were £484.3m (2018/19: £500.5m) (see note 12 to the financial
statements). Our programme of investment to drive Upper Quartile performance in Leakage, Supply
Interruptions, Water Quality and Pollution has continued, and this year expenditure was £106.7m
across numerous projects. Other key areas of investment in 2019/20 included our continuing SAP
project, work to install a new anaerobic digestion facility at our treatment works in Huddersfield, and
inlet improvements and the refurbishment of our sludge treatment facility at our wastewater treatment
works in Hull.

Managing and governing our borrowing requirements

Our treasury strategy is designed to manage exposure to fluctuations in interest rates, to rule out

specul ati on, and t o source and structur e t he gro
requirements. Our treasury operations are controlled by a central Corporate Finance Team on behalf

of Yorkshire Water and other group companies in the Kelda Group.

Our operations are financed through a combination of fixed capital, retained profits, long term bonds,
loan notes and private placement notes, finance leases and bank facilities. Any new funding is raised
by the Treasury team in the name of the appropriate group company and subject to relevant debt
covenants. Within the conditions of the Whole Business Securitisation (see page x), funds raised may
be I ent to or from Yorkshire Water Services Limited

Any cash surplus to operating requirements is invested in short term instruments with institutions

having a long term rating of at least A-/A-/A3 and a short term rating of at least A1/F1/P1 issued,
respectivel vy, by S&P Gl obal Ratings (S&P), Fitch R
(Moodybs)

During the year, we:

I Raised £750m of debt in Yorkshire Water in the form of public bonds with tenors ranging between
seven and twenty two years;

1 Renewed liquidity facilities in March 2020 in Yorkshire Water, with seven banks, which Yorkshire
Water is obliged to maintain to cover operating and maintenance costs and its debt service
obligations. The total facilities reduced from £274m to £260m;

! Raised A123m of debt in Kelda Finance (No.2) Li mi
with tenors ranging between five and nine years; and

1 Raised £80m of bridging debt in KF2 in the form a floating rate bank loan with a tenor of 18
months.

Total borrowings of the group, were £7,412.2m as at 31 March 2020 (2019: £6,868.7m). The increase
during the financial year was largely as a result of £400 million of debt raised by Yorkshire Water in
November 2019 to provide funding for 2020/21 expected financing requirements, largely held in cash
and short term investments, as well as cash outflows relating to additional investment to deliver our
AMP?7 forecast and costs incurred due to severe weather incidents. Net debt (total borrowings and
net of cash in hand and at the bank) was £7,089.0m at 31 March 2020 (2019: £6,798.6m). The
maturity profile of our borrowings and further detail on net debt are set out in note 21 of the Financial
Statements.

To date, £850m of debt financing has been raised in accordance with our Sustainable Finance
Framework, which aligns the Companyds finas)clmng wit
April 2019, Yorkshire Water issued a £350m, 22 year bond off the Framework, which was the first

sterling sustainability bond from a UK issuer that was listed on the London Stock Exchange. Going
forward, the majority of Yorkshire Waterdés debt wil
with reporting aligned to our innovative six capitals approach giving stakeholders an insight into the

impacts of the Company and its investments.
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As at 31 March 2020, Yorkshire Waterds Regul atory C
components f or shild was 86@P506m 019 A6c6B656GM).

Senior net indebtedness to RCV (Senior RAR) is a key covenanted gearing ratio within Yorkshire
Water6s financing arrangements and gearing | evels
basis. On a covenanted basis at 31 March 2020 Yorkshire Water Fi
was 77.8% (2019: 76.6%). The movement in Senior RAR during 2019/20 primarily reflects capital

investment.

Group net indebtedness to RCV (Group RAR) is a key covenanted gearing ratio within KF26 s | oan
documents and gearing levels are monitored and forecasted on a regular basis. On a covenanted

basis at 31 March 2020 Yorkshire Water Financing Gr
The movement in Senior RAR during 2019/20 primarily reflects capital investment.

Managing financial risk

The operation of the Treasury team is governed by approved policies for the management of interest
rate risk, foreign exchange risk, exposure to fluctuations in the rate of inflation and the use of financial
instruments. We actively maintain a broad portfolio of debt, diversified by source and maturity,
designed to ensure we have sufficient funds available for operations. Treasury policies and
procedures are incorporated within our financial control procedures.

The |l ong term sustainability of the companyds fina
monitor levels of debt and associated measures, such as gearing. These are forecast not just against

levels defined in our financing documents, but also against levels needed to protect our credit ratings.

These take account of future expectations and stress-case scenarios relating to future business
performance, future regulatory price determinations, economic conditions and market conditions, not

just over the current regulatory Price Review period, but also future Price Review periods. We have

provided more information about our credit ratings overleaf.

Our leadership team receives regular reports from all areas of the business to enable prompt
identification of financial and other risks so that appropriate actions can be taken.

Our operations expose us to a variety of financial risks that include the effects of changes in debt and
loan market prices, inflation, liquidity, interest rates and exchange rates. Derivative financial
instruments, including cross currency swaps, interest rate swaps, and forward currency contracts are
employed to manage the interest rate and currency risk arising from the debt instruments used to
finance our activities.

Until31March202 0, Yor kshire Waterds revenues were closely
measured by the retail price index (ARPI 0) and fl u
2020, a portion of Yorkshire Wated infton measuredrbyithes wi | |
consumer price index includingowner-oc cupi er sé housing costs (ACPI HO0)

to fluctuations in line with changes in both RPI and CPIH. In the absence of any management action,

negative inflation could potentially lead to a breach of gearing limits, however, this risk is mitigated by

Yorkshire Water maintaining levels of inflation linked debt and being a counterparty to inflation linked

swaps.

Interest received is based on the six-month London Interbank Offered Rate (LIBOR) and interest is
paid at fixed amounts plus RPI. Movements in RPI are also applied to the nominal value of inflation
linked debt and swaps to determine additional amounts to be paid either at maturity or during the life
of some inflation linked swaps. Therefore, the impact of RPI reductions on income and RCV is
mitigated by reduced interest charges and lower value of inflation linked debt used in calculating
gearing as a percentage of RCV.

The inflation pr of$ debtanfswap wortfdlic Wil e eevidlWadt falowing the
conclusion of HM Treasuryédés consultation on reform
expected to be made between 2025 and 2030.

The maturity dates of Yor lorslihkedseapiWanges frodn202¢to 2063f ol i o o
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With expectations of LIBOR continuing at low levels, the inflation linked swaps held by the group gave
rise to a negative fair value at 31 March 2020 of £2,099.6m (2019: £2,067.5m). See note 21 to the
Financial Statements for more details on the financial derivatives held by the group. We have an
internal working group setup already and are looking to transition from LIBOR before the Jan-22 cut-
off.

Another financial risk includes our exposure to commodity price risk, especially energy prices. We
aim to manage this risk by fixing contract prices where possible and operating within an energy
purchasing policy that is designed to manage price volatility risk. As at 31 March 2020, Yorkshire
Water has fixed over 40% of its wholesale energy costs for AMP7, including 93% for the 2020/21
year, through a combination of forward contracts and energy swap transactions.

In addition to the above financial management measures, our Insurance team also works to ensure
that we manage and mitigate our exposure to costs from public liabilities and damage to our assets.

Credit ratings

Yorkshire Water Services Limited and its financing subsidiaries have credit ratings assigned by three
rating agencies. These provide an external view on credit-worthiness for our debt investors. The latest
published ratings are as follows:

Credit Class A rating Class B rating Corporate Date of
rating Family Rating publication
Agency (latest available)
Fitch A- (stable) BBB (stable) N/A June 2020
Mo ody | Baa2 (negative) Bal (negative) Baa2 (negative) March 2020
S&P A- (negative) BBB (negative) N/A February 2020
Al'l three agencies have assessed the impact of Of wa
On 20 December 2019, Moodyds put Yorkshire Water ds
was completed on 13 March 2020 when Moodyds chanc
downgraded the Class A rating by one notch to Baa2. There were no changes to the Corporate Family
and Class B ratings.
On 25 February 2020, S&P published an update foll o
Determination on a number of companies in the water

but the outlook was moved from stable to negative.

On 12 June 2020, Fitch published a ratings report on Yorkshire Water following its review of the

i mpact of Of wat 6s Final Determinati onfromAlaedthEl ass A
Class B rating was downgraded to BBB from BBB+. The outlooks for both Class A and Class B ratings

were changed back from negative to stable.

The credit rating reports for all three of the rating agencies that assign credit ratings to Yorkshire
Water Services Limited and the other companies within the Yorkshire Water Financing Group can be
found on our group website at www.keldagroup.com/investors/creditor-considerations/ratings-

reports/.

Corporation and other taxes

We are committed to acting with integrity and transparency in all tax matters. Our tax strategy and
policies require that we:

1 Comply with both the letter of UK tax law and its application as it was intended;

1 Do not make interpretations of tax law considered to be opposed to the original published
intention of the specific law;
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1 Do not enter into transactions that have a main purpose of gaining a tax advantage; and

1 Make timely and accurate tax returns that reflect our fiscal obligations to the Government.

We do not use artificial tax avoidance schemes or tax havens to reduce our tax liabilities. Our
overseas companies were established for reasons not driven by tax. All active companies in the
Kelda Eurobond Co Group are wholly and exclusively resident for tax purposes in the UK.

We explain our corporate structure on page 46.

We work openly and proactively with HMRC to maintain an effective working relationship. Each year
we provide our tax returns to HMRC and they review our position. In cases which are complex or
open to interpretation we work proactively with HMRC to determine the appropriate tax position.

Our board has agreed to adhere to the tax strategy and policies adopted by the Kelda Group of which
Yorkshire Water is the principal subsidiary. The Kelda Group tax strategy provides further detail on

the groupbés approach to tax risk management and

website at: www.keldagroup.com/corporate-governance/kelda-group-policies/.

Corporation tax

The accounting tax charge included in these statements of £28.0m (2019: credit of £40.6m) is mainly
duetothenon-c ash movement deferredthxerowsiora up 6 s

The deferred tax provision represents the temporary differences between the carrying value of
assets/liabilities in the group accounts and their tax carrying value in tax returns. This is calculated at
the prevailing rate of corporation tax. Temporary differences will reverse in the future so the provision
becomes taxation payable. Other differences between accounts and tax returns are permanent
differences as they represent costs or revenue that are not subject to corporation tax.

The 2019/20 and 2018/19 movements in deferred tax are due to the effects of:

1 Differences between the accounting and tax carrying value of capital assets. These differences
arise as the assets are depreciated for accounts purposes at a different rate compared to in the
company tax returns of group companies;

1 Changesinthefairvalue | i ability of Yorkshire Watero6s
reductions in the fair value liability of the inflation linked swap portfolio represent an increase or
reduction in the net interest the financial markets expect will be payable on those inflation linked
swaps in future years. Changes to the fair value of the liability are not tax deductible under UK
tax regulations as tax deductions are only available as and when the future interest payments are
actually paid. Whilst the fair value of the inflation linked swap portfolio has a carrying value in the
group accounts, there is no associated tax base as changes in the fair value are not tax
deductible. The fair value of the inflation linked swap portfolio can fluctuate significantly and there
will be a consequential impact on the deferred tax provision; and

1 Changes in enacted future tax rates that affect the expected future tax payable when temporary
differences are expected to reverse. The cancellation of the anticipated reduction in the
Corporation Tax rate to 17 %, such that it wi
tax liability that it must provide for.

A full reconciliation of the group tax charge for the year is contained in note 9 to the financial
statements.

The group continues to believe that it has made adequate provision for current tax and deferred tax
liabilities. The ultimate liability for such matters may vary from the amounts provided and is dependent
upon HM Revenue & Custom's agreement of the basis on which the group's tax returns are filed. In
assessing these tax uncertainties, management is required to make judgements, evaluating the
circumstances, facts and other relevant information in respect of the tax position taken together with
estimates of amounts that will be necessary to provide. The nature of the group's uncertain tax
positions can relate to complex tax legislation that can be open to interpretation. Original estimates
are always refined as additional information becomes known. Any uncertain tax positions are
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assessed using internal expertise, experience and judgement together with assistance and opinions
from professional advisors. There are no current material uncertainties.
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Our financial performance

2019/20 2018/19
performance performance
Revenue
Income receivable for services £1,066.5m £1,063.9m
provided
Operating proflt/(logs) £213.2m (£115.1m)
Revenue less operating expenses
Adjusted EBITDA
Earnings before interest, tax,
deprecllatlon., amortisation, and £560.9m £576.3m
exceptional items
- Reconciled to Operating Profit on
page 55
Net liabilities (E711.7m) (£486.9m)
#1

Net debt £7,089.0m £6,798.6m
Borrowings less cash

#1 Net debt shown above is as reported in the Financial Statements, which includes accounting adjustments
such as fair valuation and discounted cashflow - please see note 21 of the Financial Statements for more
details.

Below we explain the highlights of our financial performance:

1 The increase in revenue to £1,066.5m (2018/19: £1,063.9m) is due to the inflationary annual
price increase, offset by a shortfall in billed income for both household and non-household due
to tariff assumptions, such as consumption and new customer connections, at the time the billing
was calculated for 2019/20. Ofwat allows us to collect this difference over the next few years
through adjustments to future tariffs.

I Operating costs continue to be tightly managed. Total costs (excluding exceptional items) of
£845.2m (2018/19: £800.3m) were in line with plan, except for £5.7m additional bad debt
provision which has been included at March 2020 to reflect the impact of Covid-19 and the
resulting lockdown on the wider economy.

1 Net exceptional costs of £8.1m (2018/19: £378.7m) are largely associated with extreme weather
events relating to climate change (£8.0m). In preparation for AMP7 we have reviewed activities
and structures of the support functions resulting in £2.4m severance costs. Subsequent to our
decision to challenge the AMP7 Final Determination (page 6) we have incurred £1.1m legal and
advisory related costs at 31 March 2020. We have classified these as exceptional as we expect
the ongoing CMA costs to be material in 2020/21. Offsetting this we have recognised an
exceptional profit on the sale of our non-household retail business (£3.5m).

1 The above movements result in a decrease in adjusted EBITDA to £560.9m (2019: £576.3m).
Including exceptional items and Covid related costs, EBITDA totals £546.4m (2019: £197.6m). A
reconciliation between this and the statutory measure can be found below.

1 The net finance costs have decreased to £377.4m (2018/19: £567.3m). This was a result of large
adverse fair value movements in 2018/19 (see note 8 to the financial statements). Fair value
adjustments total a net £40.2m expense in 2019/20 (2019: £250.0m net expense (restated)).
Pl ease see the fAManaging Financi al Ri sko section abo

1 We are therefore reporting a loss for the financial year for 2019/20 of £192.2m (2019: £640.8m
loss). This represents an underlying loss for the financial year of £153.5m (2018/19: £60.4m loss
(restated)). A reconciliation between this and the statutory measure can be found overleaf.
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1 We have revalued infrastructure assets as at 31 March 2020 based on the value in use. This
revaluation reduced the asset value by £178.5m (2018/19: £43.9m increase) which has been
reflected in the revaluation reserve as it reverses previously recorded upward revaluations.
Please refer to note 12 to the financial statements for more detail.

Adjusted EBITDA is calculated as follows:

Group operating profit/(loss) before share of
associates and joint ventures

Add back depreciation and impairment (note 12)

Add back amortisation of intangible assets (note 11)

EBITDA including exceptional items

Add back exceptional items (note 6)

Add back Covid-19 related costs

Adjusted EBITDA

Underlying loss is calculated as follows:

Loss on ordinary activities before taxation
(continuing)

Add back exceptional items (note 6)

Add back/(deduct) fair value movements (note 21)

Effects of taxation

Underlying loss

1 please see note 1 for details

2020

£m

213.2
316.2

17.0

546.4

8.1

6.4
bbbbbb
560.9
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bbbbt
(115.9)
(37.6)
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378.7
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The underlying results exclude exceptional items and fair value derivative movements. Fair value
derivative movements are recurring in nature, and such, will no longer be designated as exceptional,
however, should be excluded from underlying profit due to their magnitude. Further information on
the derivative fair value movements can be found in note 21.

Impact of Covid-19 on 2019/20 financials

Whilst the UK lockdown occurred towards the end of the 2019/20 financial year and a greater impact
of the Covid-19 pandemic is expected in the 2020/21 financial year, we have considered the impact
of the Covid-19 pandemic on the following material areas of our 2019/20 financial results:

1 Bad debt provision: we have provided £6.4m for costs relating to the Covid-19 pandemic and
resulting economic impacts, the majority of which (£5.7m) relates to an increased bad debt
provision for affected customers. We are closely monitoring the situation and have put
additional measures in place to support these customers as detailed on page 38.

1 Revenue recognition from household customers where payment is not considered probable
(note 1): due to the anticipated increased bad debt impact, further consideration has been
given to whether this would warrant a corresponding increase in the adjustment for revenue
recognition. Due to the timing of the Covid-19 pandemic there have not been any changes
made to the methodology as it is expected that the impact will largely affect 2020/21.

91 Infrastructure asset valuation (note 12): additional in depth review has been completed by
our Corporate Finance team and our independent valuation team to consider the impact of
Covid-19 on the value of the group as a whole, and as a result on the value of our
infrastructure assets (see note 1 for more detail on our valuation policy), in addition to the
uncertainty considered relating to our CMA challenge. The resulting valuation taking into
account this and other market factors was an impairment to our infrastructure assets of
£178.5m, which has been adjusted in the revaluation reserve.

1 Financial Instruments valuation (note 21): Covid-19 has had a significant impact on market
conditions which have been factored in to the year end valuations, however, whilst the receipt
LIBOR linked interest has dropped, this has been offset by a drop in expected RPI linked
interest paid therefore bringing the year end valuation largely back in line with 31 March 2019.

i Land and Property valuation (note 12): Increased judgement has been taken in this
assessment as at the year ended 31 March 2020 due to the uncertainty in the market as a
resultofCovid-1 9 and assumptions over the | ong term i mpact
portfolio. A more detailed review was undertaken to confirm the valuation of our land and
property assets at 31 March 2020, which included both expert internal and independent
advice.

In addition Covid-19 and scenarios modelling possible impacts moving into the next financial year

have been included in our going concern assessment (page 84). More detail of this process is
given in the relevant section.
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Identifying and managing our risks

Kelda provides a critical service to the 5.4 million people who live in Yorkshire, the millions of people
who visit each year as well as 140,000 businesses. Effective risk management is central to ensuring
we meet customer expectations all day, every day, whilst keeping our colleagues safe and well. Our
framework for identifying and managing risk to acceptable levels is embedded in our normal business
processes and culture.

Our approach to risk management

Our operating environment is often subject to significant shocks and stresses, illustrated clearly
through the current Covid-19 global pandemic and the impact of longer term climate change. Our risk
management processes ensure we are able to respond and continue to deliver the best possible
customer experience whilst achieving our strategic goals now and long into the future.

Our risk management approach remains consistent with ISO31000:2018 and applies to all activities,
decisions and processes and is assured annually by the British Standards Institute (BSi) as a core
part of our company Integrated Management System. (IMS)

Risk and Assurance Cycle

Understand context & define
objectives

Kelda Identify, assess

Integrated Risk and define risk appetite
and Assurance
Process

Report and assure

Manage risk through Risk response; ldentify
controls and action key controls and action
plans plans
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Risk and assurance process

Set objectives

The board sets our purpose, ambition and strategic goals and our corporate
risk appetite.

It balances the cost of control with risk appetite and the long term viability and
resilience of the business.

Assessment

Risk identification is embedded in all our operational management systems.
A standard risk scoring matrix ensures consistent measurement.

Risk owners set the tolerable level of each risk within the corporate appetite.
Risk Champions aid escalation.

Response

We tolerate a low residual risk with a strong control environment.
Risk action plans manage risk to appetite.

Assure

Our coordinated three lines of assurance assesses the effectiveness of
controls and the delivery of improvement plans.

Report

We have a bi i monthly reporting cycle to the risk and resilience committee
and bi- annually to board to enable effective oversight.
Risk reports inform business planning and resourcing decisions.

We balance the cost of control with the risk appetite and long term resilience, including the viability

of the business.

Corporate risk appetite statement

A clearly defined risk appetite framework is aligned to our purpose, ambition and approach. During
2019/20 the board set a cautious approach to risk taking. This means we tolerate a low residual risk
which is well mapped. The integrated risk and assurance across the business confirms that we have
a reasonable control environment with a range of preventative, detective and corrective controls.

As we deliver our AMP7 commitments, achieving innovative solutions whilst working efficiently, we
are prepared to be more open to financial or service risk for short periods, always with strong

assurance in place.
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