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About this
Integrated Report

. 9 The integrated approach is recognised as modern
Th|s year S Annual Report best practice because strategy, risk, performance and
and Financial Statements sustainability have become inseparable and are integral

to an organisation’s success.

further develop our approaCh This is our second integrated annual report and we continue
tO cintegrated reporting’. to develop our approach, working towards full alignment

with the international integrated reporting framework.

In this report we communicate Lhe integrated approach is about much more than the
nnual Report, it is central to how Yorkshire Water operates
our strategy, governance, to achieve its company vision and strategic objectives.
performance and prOSpectS Find oult more frorrrw] the International Integrated Reporting
. Council at: www.theiirc.org
to create sustainable value;
environmentally, financially

and socially.
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Chairman’s Statement

Chairman’s Statement

Over the past 12 months
Yorkshire Water’s customers
benefited from some of the
highest ever standards of
operational and customer
service as the Company
delivered unprecedented
levels of performance

in several key areas of

the business.

Customer satisfaction levels continued to rise, pollution
incidents continued to fall, we generated more renewable
energy than ever before and achieved stable serviceability
in all areas of our water and waste water networks for the
third consecutive year. Such was our performance, that the
Environment Agency classed us as the ‘industry leading’
water company in 2014.

Delivering on our promises

In December, Ofwat (the water industry regulator) made their
final determination of future prices and plans. Our regulatory
business plan for the next five years will see us invest a further
£3.8 billion in the Yorkshire region. To do so will require us to
continue our focus on delivering more for less, with bills in the
region due to fall by an average of 3% in real terms by 2020.
This is good news for our customers and will ensure that their
bills remain one of the lowest in the UK, however this does
put a challenge on business performance.

Our business plan for the new Asset Management Period
from 2015 to 2020 (AMP®6) is focused more than ever before
on delivering our customers expectations. These priorities
are summarised in seven outcomes and 26 performance
commitments which are underpinned by regulated
reputational and financial incentives. Our plan will ensure
further improvement in our standards, for example on water
quality and pollution incidents.

\We have seen an increase in operating profit in the year,

albeit the overall net profit has been impacted by the increase
in interest costs we have faced. We have started the new
financial year with a challenge to face from the credit agencies
with Moody’s downgrading our corporate debt rating. This is
following the continued pressure we face from our portfolio
of financial derivatives. Our treasury team is focused on
managing the impact of the derivatives and has had recent
success in renegotiating terms.
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Anticipating and adapting to industry reform

The Water Act 2014 is driving the biggest programme of
industry reform since privatisation, with several significant
changes in the pipeline. The most immediate is the
introduction of greater retail competition. From April 2017

all non-household customers will have the opportunity to
choose their provider of water and waste water retail services.

To manage the risks and exploit the opportunities that this
presents, we have created a new retail business to enhance
how we meet the needs of our non-domestic customers

— Yorkshire Water Business Services. We aim to remain the
supplier of choice in the Yorkshire region.

Achieving our wider ambition

Finally, we have the opportunity of fulfilling our own, wider
ambitions. Yorkshire Water’s activities and aspirations are
bigger than our regulatory commitments alone, our Strategic
Business Objectives (SBOs) include long term outcomes which
will enable us to achieve our vision of ‘Taking responsibility

for the water environment for good'. To deliver these, we

will have to out-perform our regulatory objectives and targets,
to give ourselves the right reinvestment choices.

To meet these challenges and opportunities, we have
developed a robust delivery plan for the next five years
that we're calling our Blueprint for Yorkshire.

Not only does our plan focus on what we have to deliver,

it also sets out how we will deliver it — by continuing to focus
on the safety of our customers and colleagues, investing in
the skills and wellbeing of our workforce and maintaining
our constant drive to deliver more, for less, for the people

of Yorkshire.

It's a good plan which we are looking forward to delivering.

I was delighted to have been appointed as the Chairman

of Yorkshire Water and Kelda Group in March 2015 and am
enjoying working with all the team, including our CEO
Richard Flint. | would like to extend the thanks of everyone
at the Company to my predecessor, Kevin Whiteman, for
his years of commitment and leadership. Yorkshire Water
continues to make a significant contribution to the social,
economic and environmental wellbeing of the region. Kevin
leaves the business well-placed to continue this success for
many years to come.

Richard Parry-Jones
Chairman
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Yorkshire Water at a Glance

°
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Strategic Report

Strategic Report

Business Strategy

Our vision is:
‘Taking responsibility for the
water environment for good’

As a regulated water and waste water company, we recognise
in our vision the importance of our role as a provider of some
of life’s most essential services and as custodians of the natural
environment and critical infrastructure. In addition, our vision
captures our ambition to go beyond regulatory requirements
and our commitment to long-term sustainability.

The essence of our vision is doing what is right for customers,
colleagues, partners, the environment and investors, both in
the short and long term. This holistic and integrated approach
is critical to the sustainability of our water and waste water
services and our business.

Strategic Business Objectives -
a strategy to achieve our vision

The strategy to achieve our vision is summarised in six Strategic
Business Objectives (SBOs). Each SBO is underpinned by annual
targets that drive activity towards medium-term milestones
and long-term outcomes. Our SBOs shape everything we

do and encompass all our material issues as a business;
environmental, financial and social.

This report details our progress in working towards our vision
and SBOs, focusing on the achievements made in 2014/15,
the future challenges we face and the plans we are putting
in place to mitigate strategic risks.

Our approach to our SBOs will continue to advance and evolve
as we adjust to the latest internal and external developments.
In 2014/15 we completed an exercise to update and extend
our annual SBO targets to 2020, aligning with our new
business plan and customer priorities. In 2015/16 we will

be updating our analysis of the strategic forces shaping our
business and services over the long term.
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Our SBOs are:

Safe water Excellent
catchments,
rivers and

coasts

5

%4

Water efficient
regions

Sustainable Strong financial
foundations

resources
Trusted company

The way we do business means our products, services and
promises are trusted by all our stakeholders, now and in
the future.

®

Safe water

We work safely and we protect public health by ensuring
drinking water is always safe to drink and waste water never
harms customers or communities at any point in the process.

Excellent catchments, rivers and coasts
We maintain and improve the water environment from source
to sea, and influence others to do the same.

Water efficient regions
We ensure water needs are met now and in the future by
using water wisely and inspiring others to do the same.

Sustainable resources

We are efficient and effective now and in the future, with
an industry leading workforce, zero waste and a responsible
supply chain.

Strong financial foundations

We deliver services to customers at a price they are willing and
able to pay, while providing investors with returns that attract
long-term investment.



Strategic Report

Delivering our customer’s
priorities through our
Blueprint for Yorkshire

In 2014/15 we concluded the latest price review cycle with our
regulator, Ofwat, and finalised our plans for the future, which
we called our ‘Blueprint for Yorkshire’. Our plan to 2020 details
how we will invest £3.8 billion to meet the priorities set by

our customers.

Delivering our customer’s priorities is central to our strategy
and SBOs. We engaged with over 30,000 customers and a
wide range of stakeholders during the price review process
to ensure we fully understood their priorities and to check
our plan met their expectations.

Through this engagement process we worked with our
customers to create seven customer outcomes that summarise
what our customers want us to focus on over the long-term.
The customer outcomes were informed by our SBOs and align
with them.

We also developed 26 Measures of Success which have
individual performance commitments to monitor and

report how we are doing against the customer outcomes.
These commitments show the levels of service we will achieve
across a range of activities which customers and regulators
confirm are priorities for us, for example further reducing
pollution incidents and leakage. There are reputational
incentives and financial incentives if we under or over perform
against these commitments.

During 2014/15 we continued to make preparations to ensure
we can effectively deliver our business plan and customer
priorities, and we embedded the customer outcomes and
performance commitments at the very heart of our SBOs.

Full details of the plans are available at:
www.yorkshirewater.com/blueprint

Customer outcomes

We provide you with We provide the level
water that is clean and of customer service
safe to drink you expect and value

r=

We take care of your We understand our
waste water and protect impact on the wider
you and the environment environment and

from sewer flooding act responsibly

“

O

We protect and improve We make sure that you
the water environment always have enough water

We keep your bills
as low as possible
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Strategic Report

Our Business
Model

We create value for our society and shareholders
by providing essential water and waste water
services. By helping society benefit from the

full value of water we deliver a wide range

of economic, environmental and social Excellent Water efficient Safe water

catchments, regions

benefits for both the short and long term. rivers and
coasts

Yorkshire Water is part of the Kelda
Group, whose other companies operate w ‘ E
across the UK to generate value by

providing water, waste water and
environmental services.

Yorkshire Water is a regulated water Water and .

and waste water company whose core waste water Fundlng
operation is the collection, treatment

and delivery of high quality drinking Influenced by the Dependent on
water, and the collection, treatment changing climate customer

and recycling of waste water. and growing e
population our financeability

To deliver affordable, quality and

reliable water and waste water services

we operate, maintain and enhance

a vast network of pipes, treatments

works and other infrastructure.

We also provide high quality customer

service and undertake a wide range

of associated activities such as

land management and renewable Jater Colection - I

energy generation.
, . Land Management v‘
To ensure we're meeting legal

requirements and the expectations

of customers, we develop and

deliver a five year business plan that
details the operational and capital
investments we will undertake. Based on
this plan, the regulator, Ofwat, determines

Energy Generation

price limits for customers’ bills. e
The outputs from our activities are the - ‘ .
delivery of high quality, reliable water and waste o
. . . w (0]
water services for our domestic and business
customers. These are summarised in our seven We provide you with  We make sure that  We take care of your waste
Customer Outcomes. water that is clean you always have  water and protect you and the
and safe to drink enough water environment from sewer flooding
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water environment for good

Sustainable
resources

&

People
and skills
Requiring

increasingly
technical skills

Strong financial
foundations

£

Energy and
resources

Rising costs
and reducing
availability

Waste Water Collection

it T7

~QRRRR

Waste Water Treatment

S

k)

Customer Service

o 7 & £

year plan

Long term planning

and waste water
services for future

Our vision is ‘taking responsibility for the water
environment for good’. Our vision and six Strategic
Business Objectives (SBO's) summarise everything
we strive to deliver for society and our shareholders.

Through our 25 year planning process we have
identified a range of external forces that are
shaping our business over the long term.
We monitor and manage these forces
through our risk management systems
and long term planning. This is an
on-going iterative process that ensures
we always act on the latest and best
available evidence and understanding
to ensure the long term sustainability
of our business and the essential
services we provide.

Our 25

to secure water

enerations. . . )
9 To deliver our essential services and

generate value we need a range of
resources. We collect water from
the natural environment and waste
water from society. We use energy,
chemicals and other resources to treat
the water and waste water to the
required standard and transport it
to where it is wanted. Our people
and our contract partners lead this
operation, all ultimately funded by
our customers with the support of
loans from investors.

Safely retumning water
to the environment

Our customers are at the heart of
everything we do. We undertake extensive
customer and stakeholder engagement
to ensure we understand our customers’
priorities. We also undertake extensive analysis

We protectand ~ We undertsand our We provide the We keep your and research to ensure we can act on the best
improve the water impact on the level of customer bills as low . . . . .
environment wider environment  service you expect  as possible available evidence in our decision making.

and act responsibly and value

Consultation
and research

Extensive customer and

stakeholder engagement and
data analysis to confirm
priorities and the levels of
service customers are
willing to pay for.
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Strategic Report

Business Performance

Over the following pages we
provide an overview of our
performance by examining
our progress towards each
of our six Strategic Business
Objectives (SBOs)

Water efficient

regions

Pages 14-19 Pages 30-33

Sustainable
resources

Safe water

Pages 20-25 Pages 34-39

5] &

Strong financial
foundations

£

Excellent
catchments,
rivers and

coasts Pages 26-29

<

Pages 40-47

Reported under each SBO we provide:

¢ A table showing our performance against Ofwat's Key
Performance Indicators (KPIs) for the water industry. You
can find out more information on these measures and
our performance in our Risk and Compliance Statement,
available at: www.yorkshirewater.com/reports

¢ A table showing our progress against a suite of annual
targets that we set ourselves as part of our drive to achieve
our vision and go beyond our regulatory commitments.
We use arrows to show the trend of our annual performance
in the context of our long-term goals:

‘ Progression towards long-term goals

ol
«»

' Regression from long-term goals

Overall trend of progression,
with annual fluctuation

Stable

e A commentary on the matters that are material to our
recent performance, future direction, risks and uncertainties.
We have ensured this commentary includes information
on all the matters we are legally required to include in our
strategic report.

e A table summarising our future SBO commitments:

— 2015/16 targets, including our 26 performance
commitments to customers and the additional activities
we are focusing on as part of our drive to achieve our
vision and go beyond our regulatory duties.

— 2020 milestones, summarising the key deliverables
we're striving to achieve over the next five years.

— Outcomes, capturing the end result we are working to
deliver for our customers and stakeholders. These include
our seven customer outcomes.
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Strategic Report

Trusted Company:

The way we do business means our products,
services and promises are trusted by all our
stakeholders, now and in the future.

Measures of our regulatory commitments 2013/14 2014/15 2014/15

performance target performance

Service Incentive Mechanism, SIM

(Overall score) 82 =84 85
Stable/ mproving  Margina beterirating Steble stable Stable
Stable mproving Marginal/ Deteroraing Stable stable Stable
Stable/ mproing  Marginal Deterirating Steble stable Stable
Serviceability — sewerage non-infrastructure Stable Stable Stable

(Stable / Improving / Marginal / Deteriorating)

Ofwat define their Key Performance Indicators for the water industry on their website
at: www.ofwat.gov.uk/regulating/compliance/reportingperformance/kpi

Measures of our ambition to go beyond our regulatory duties
Overall

2014/15 target 2014/15 performance trend

Annual average score increased to 6.7, up from 6.5 last year.
This follows improvements to, for example, colleague
Achieve a “Colleague Trust” score of 7 out of 10 in our communications, visibility of leadership, problem resolution,
internal survey. greater employee recognition and partnership working with
trade unions. This remains below target and hence further
focus will continue.

Achieve 4 stars in the Business in the Community Corporate | Our improvements have enabled us to increase to 4.5 stars.
Responsibility Index. We are aiming to achieve five stars within two years.

Continue developing towards “integrated reporting” by
externally reporting on our priority economic,
environmental and social aspects.

We continue to embed sustainability throughout our
reporting and decision making, sharing our performance
transparently in this report. Our first integrated annual
report, published last year, received positive feedback and
we have made advances in this, our second, integrated
annual report.

Document our plan to achieve an externally recognised
standard of best practice in transparent triple bottom
line reporting.

We engaged with all of our most important stakeholders in
Have face to face meetings with Kelda Group's 90 most 2014/15, including for example our regional MPs and
important stakeholders. Councillors. We held face to face meetings with the vast

majority, more than once with several stakeholders.

»> » »> > »

The arrows show the trend of our annual performance in the context of our long-term goals.
We provide further explanation on page 13.

Our future trusted company SBO commitments are summarised on page 19.
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New Yorkshire Water
website launched to
help customers access
information more easily

In 2014/15 we achieved
‘Stable Serviceability’ in
all four asset categories
for the third year running
demonstrating the
effectiveness of our
asset maintenance

In January 2015 we
were recognised as
the leader in customer
service in the utilities
sector by the Institute
of Customer Service
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Delivering leading customer service

In January 2015 we were recognised as the leader in customer
service in the utilities sector by the Institue of Customer
Service. The Service Incentive Mechanism (SIM) is a water
industry measure of customer service developed by our
regulator, Ofwat. Individual company price controls for the
period to 2020 were adjusted based on average comparative
SIM performance for the periods 2011/12 to 2013/14.

The SIM was not measured for price control purposes in
2014/15 and therefore no industry comparisons can be
made. However, we decided to continue to measure
customer service in 2014/15 based on the SIM methodology.
Our performance improved, scoring 85 points out of 100

in 2014/15, compared to 82 points in 2013/14. Through our
own analysis we estimated a relative ranking of 6" in the
sector. It is a business priority to continue improving our

SIM score and relative performance, striving to be first in

the SIM by 2020.

We continue with our programme of customer service
improvements. For example, we have implemented a new
website based on extensive analysis of customer expectation.
The website will help customers to more easily access

the information they want in a format suitable to them.

In response to customer demand our aim is to increase the
levels of self-service functionality that our website can offer,
starting with how our customers can pay their bill online and
through a mobile app. We will also be using the new website
to enhance the quality and format of information we provide
for customers and stakeholders.

The Water Act 2014 is introducing greater retail competition
in the water industry, enabling all business, charity and public
sector customers to switch their water and waste water
supplier. We recognise that this presents both opportunities
and threats to our business and we are monitoring national
developments closely as we continue to prepare for the new
retail operating regime. We consider the Water Act 2014 in
further detail in the strong financial foundations SBO section
later in this report.

Serviceability — Ensuring reliable services today
and for the future

We invest over a million pounds a day to maintain and
enhance the assets and infrastructure we manage to
ensure reliable services to our customers. In 2014/15 we
achieved “stable serviceability” in all four asset categories
for the third year running. Serviceability is a measure used
by the water industry to demonstrate the effectiveness of
asset maintenance.

Our services are highly reliable, for example we have one of
the most resilient water supply services in the UK. However,
there is a limit to the level of resilience designed into any
system because of engineering capability and affordability
(for example).

Extreme weather, terrorism and other significant events could
damage our assets, interrupt services, threaten human safety
and pollute the environment. For our business, this can affect
colleague and customer wellbeing, our operations, reputation
and increase our costs. \WWe manage risks to all hazards
through our corporate and operational risk management
processes which have worked well through numerous
emergency events in recent years. \We have extensive
emergency plans to enable a fast and effective response and
recovery. Our Incident Management Framework provides a
staged response to ensure the effective allocation of resource
to any incident.

We undertake long-term planning to prepare for challenges
including population growth, climate change and decreasing
availability of resources. For example, in 2014 we published
the final version of our latest 25 year Water Resources
Management Plan (WRMP). We discuss our WRMP further
in the water efficient regions SBO section later in this report.

In addition to providing information about the risks we
observe to our services throughout this report, you can
also find more information in our Risk and Compliance
Statement. The Statement provides further details on our
serviceability performance and the material or potentially
material risks to service identified by the Board. The Risk
and Compliance Statement publication is available at:
www.yorkshirewater.com/reports
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Engaging with customers and stakeholders

In 2014/15 we continued to talk with our customers

and stakeholders to inform the final details of our new
business plan. This completed our biggest ever customer
and stakeholder engagement programme, obtaining the
views of more than 30,000 customers and a wide range
of stakeholders.

We also continued to work with our independent Customer
Forum who help ensure that our customers have a fair say in
our plans. The Forum challenged us to be more transparent,
to strike the right balance between customer needs and
environmental leadership, and to do everything we could

to keep bills low. We will continue to work with the Forum
in the future to ensure that our customers have an on-going
say in our plans.

We held a wide range of meetings with our most important
stakeholders in 2014/15, including Local Authorities, regulatory
agencies, local elected representatives, NGOs, businesses,
academic institutions and investor groups.

We provide more information about our business plan under
the strong financial foundations SBO section of this report.
You can find out full details of our customer engagement
and our plans at: www.yorkshirewater.com/blueprint

Working in partnership

We have worked in partnership with others for many years,
for example sharing resources with the Environment Agency
to manage flooding and investing in a healthy coast with

the Yorkshire Bathing Water Partnership. We are seeking to
partner with new organisations on new activities in order to
help deliver more benefits for the same or less cost to society.

In 2014/15 we made preparations to enable future partnership
working. For example we documented our Partnership
Working Policy, designed our Flood Partnership Process and
established an internal Flood Steering Group to govern and
review areas and schemes that we can work on in partnership
with other Flood Risk Management Authorities. We provide
more details on flood management partnership activities

in the safe water SBO section and on land management
partnership activities in the excellent catchment, rivers and
coasts SBO section.

We continue to focus on this area and have a new
performance commitment to develop our partnership
working over the coming five years.

Supporting our community

Through our community engagement programme we provide
support and help-in-kind to a wide variety of organisations
across Yorkshire. We support our colleagues in a range of
community activities, including volunteering, charitable giving
and community involvement. We provide this support in three
key areas:

e Education - raising awareness of young people and local
communities on the value of water and their role and ours
in safeguarding this precious resource;

e Environment — playing a key role as one of Yorkshire's
largest landowners in enhancing the natural and built
environment; and

e Empowerment — providing opportunities for colleagues
to share skills with the local community through
employee-supported volunteering.

We promote safe water issues through our ongoing
stakeholder contact programme and we aim to raise £1m
for projects in Ethiopia as part of our partnership with the
charity WaterAid. We discuss this further in the safe water
section of this report.

Benchmarking our approach to being a
responsible business

We assess our performance using the Business in the
Community (BiTC) Corporate Responsibility (CR) Index.

We increased our score in 2014/15 following improvements
to our environmental and social practices, for example
becoming a certified Living Wage employer. This year we
achieved 4.5 out of 5 stars, up from 3.5 stars in 2013/14.

We are working to further improve our performance and

aim to achieve 5 stars within two years. We are also delighted
to have been a finalist for the BiTC Responsible Business of
the Year Awards.

The increase in our CR Index score and our being short listed
for the Award provides external assurance that we are among
the leaders in corporate social responsibility.

We provide information about our Corporate Responsibility
Committee in the Corporate Governance Report later in
this document.
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Managing colleague trust

We continually strive for a highly constructive relationship
between the business and its colleagues and made Colleague
Trust a business priority in 2014/15. We have implemented

a programme of improvements, including more visible
leadership, stronger internal engagement, improved problem
resolution, greater employee recognition and increased
partnership working with trade unions.

We are pleased that colleagues are feeling the benefits of
our improvement programme, as shown through improved
scores in our Post Your Views feedback survey. Scores have
increased from an average of 6.5 at the end of 2013/14 to
6.7 at the end of 2014/15. We can be more confident in the
results because response rates have increased to our highest
ever levels of approximately 60%. It is disappointing however
that we did not hit our annual target of 7 and plan continued
improvement in 2015/16.

Further information on colleague engagement and inclusion
is provided in the section ‘Employees and employment
policies’ in the Directors’ Report.

Gender

7 (77.8%)

Statutory directors
16 (69.6%)
1,769 (77.8%)

Senior managers

Other employees

Ethnicity

7 (63.6%)
19 (76.0%)
1,790 (76.8%)

Black and Minority Ethnic Not disclosed
(BME)

Championing diversity and human rights

We are committed to equality of opportunity for all.

By valuing and respecting all of our people we will increase
our knowledge, get the best out of colleagues and widen our
future talent pool. Diversity and inclusion makes good sense.

We have formed a new Diversity & Inclusion Group that
includes representatives from across the business and our
contract partners. The Group has started by prioritising

three areas: gender, ability and ethnicity. The Group is
working in partnership with external organisations to deliver
a range of tangible outputs including raising awareness

and engaging with audiences including the ex-armed services
and disadvantaged schools.

We aim to achieve the National Equality Standard by 2020,
the first industry recognised national standard for equality,
diversity and inclusion. We are using the standard to
benchmark our approach and identify future improvements.

Below we provide an overview of diversity statistics about
Yorkshire Water’s workforce as it was on 31 March 2015
and 31 March 2014.

The total number of employees includes only those
directly employed by Yorkshire Water. We have changed
our methodology in 2015 to ensure accuracy and clarity.
To enable comparison we have provided the 2014 figures
using the new methodology.

2 (22.2%) 4 (36.4%)
7 (30.4%) 6 (24.0%)
506 (22.2%) 542 (23.2%)

2015 2014 2015 2014 2015 2014
Statutory directors 9 (100%) 11 100%) 0 (0.0%) 0 (0.0%) 0 (0.0%) 0 (0.0%)
Senior managers 22 (95.7%) 24 (96.0%) 14.3%) 1 4.0%) 0 (0.0%) 0 (0.0%)
Other employees 1,907 82.7%) = 1,918 (82.2%) 86 (3.7%) 83 (3.6%) 314 (13.6%) 331 (14.2%)

Age

2015 0 (0.0%) 0 (0.0%)
Statutory directors

2014 0 (0.0%) 0 (0.0%)

2015 0 (0.0%) 2 (8.7%)
Senior managers

2014 0 (0.0%) 1 (4.0%)

2015 127 (5.5%) 518 (22.5%)
Other employees

2014 133 5.7%) 556 (23.8%)
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0 (0.0%) 3 (33.3%) 5 (55.6%) (11.1%)
2 (18.2%) 3 (27.3%) 4 (36.4%) 2 (18.2%)
11 (47.8%) 10 (43.5%) 0 (0.0%) 0 (0.0%)
9 (36.0%) 14 (56.0%) 1 (4.0%) 0 (0.0%)

575 (249%) = 720 (31.2%) = 359 (15.6%) 8 (0.3%)

614 263%) 707 (30.3%) 318 (13.6%) 5 (0.2%)
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Our Human Rights Policy recognises the rights set out in
the International Bill of Human Rights, and the principles
described in the UN Global Compact. As well as applying to
our immediate employees, we actively manage and monitor
our supply chains to ensure working practices are consistent
with our policy. The policy can be found at: http:/www.
keldagroup.com/media/2497/e5-human-rights-policy.pdf

Further information on our approach to diversity is provided
in the section ‘Employees and employment policies’ in the
Directors’ Report later in the document.

Our future trusted company SBO commitments

2015/16 target

Number of Service Commitment failures reduced from 2014/15
baseline to no more than 13,000.

*Improved customer service as measured by qualitative element
of the Service Incentive Mechanism (SIM), improved from
2014/15 baseline.

Continue to enhance customer service, securing at least 83 points
in the revised SIM.

Improve performance in the Consumer Council for Water Annual
Tracking Survey for overall customer satisfaction to at least 91.5%.

*Three solutions delivered by working with others.

Document and agree our customer and stakeholder engagement
programme with the Customer Forum.

Kelda Group to achieve 4.5 stars in the Business in the Community
(BiTC) Corporate Responsibility Index.

Publish an integrated performance report on our economic,
environmental and social priorities in our annual report.

Document and start to deliver our plan to enhance how we share
information on our performance and plans through our website.

Achieve a Kelda Group Colleague Trust score of at least 7 in our
internal feedback survey.

Identify the external tool(s) that will best inform how Kelda Group
continually improves ‘Colleague Trust” and use the tool(s) to
produce a baseline, document Kelda Group's action plan and define
future targets.

*Performance commitment agreed with our customers and Ofwat.

2020 milestone

We are recognised as leaders in
customer service by consistently
performing first in SIM and in the
upper quartile of UK Consumer
Service Index (UKCSI).

We work in partnership on
innovative projects that deliver
more benefits for the same or less
cost than traditional approaches.

We achieve more than 77%
customer support for our Price
Review plan, our strongest
ever support.

We consistently achieve 5 stars in
the BITC Corporate Responsibility
Index.

We are a leader in sustainability
reporting, confirmed through
external verification.

We support and reward
colleagues to help them be the
best they can be, demonstrated
by colleague feedback and
external benchmarking.

Outcome

We provide the
level of customer
service you expect
and value.

We are a
recognised leader
that works in
partnership to
deliver our services.

We ensure
colleagues know
their contribution is
valued and enable
colleagues to fully
play their part.
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Safe Water:

Safe water

5

Measures of our regulatory commitments

Internal sewer flooding
(Number of incidents)

Water quality - overall compliance
(Calendar year measure)
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We work safely and we protect public health
by ensuring drinking water is always safe to
drink and waste water never harms customers
or communities at any point in the process.

2013/14 2014/15 2014/15
performance target performance
76 <118 121

99.96% =99.95% 99.94%

Ofwat define their Key Performance Indicators for the water industry on their website, at:
www.ofwat.gov.uk/regulating/compliance/reportingperformance/kpi

Measures of our ambition to go beyond our regulatory duties

2014/15 target

Kelda Group to achieve the Occupational Health and Safety
Assessment Series (OHSAS) Standard 18001.

*Service reservoir programme continuing to deliver
improved water quality, with no more than 10 coliform
sample failures.

Inform our developing storm water management strategy
by discussing our storm water policy with the Environment
Agency (EA) and key local authorities.

Establish the process by which we review, prioritise and
recommend flood partnership investment, and make the
EA and Local Authorities aware of the process to effectively
engage with us.

Raise £200,000 for WaterAid in the first year of our five year
commitment to raise £1m.

At least 25% of Kelda Group colleagues involved in a Safe
Water participation and/or volunteering activity.

Colleagues will visit an Ethiopian town to share water quality
and leakage control skills.

Incorporate safe water messages in our discussions with
stakeholders, our education programme and our annual
water efficiency campaign.

Document our detailed plans for Global Safe Water to 2020
and ambitions to 2040. Discuss with WaterAid and the
Department for International Development.

Publish our draft recreation strategy by 31/03/15, for
consultation in 2015/16.

Review existing stakeholder engagement groups to assess
options to include recreational engagement matters.

*Regulatory requirement

2014/15 performance

On course to secure certification during 2015, an external
audit has confirmed that our health and safety
management system is fit for purpose for the standard.

8 failures during the 2014 calendar year and we continue to
drive improvement.

We documented our policy statement and received positive
feedback when engaging with external stakeholders.
Our strategy is being drafted.

Process and steering group established to lead our flood
partnership, so far agreeing to co-fund three local flood
management initiatives.

Our colleagues have helped to raise over £279,000 for
WaterAid in 2014/15, continuing our long standing support.

Over 27% of colleagues involved, including volunteering
and charitable giving.

Our technicians visited Ethiopia in June 2015 and shared our
expertise. Also supporting innovation to address specific
local needs.

We launched the innovative Big Wish for Ethiopia in March
2015, in collaboration with WaterAid. We also included
information in our communications to customers and
stakeholders.

We have continued to develop our recreation strategy and
we plan to engage the Customer Forum about our aim to
increase the diversity of those taking value from our
recreational activities.

> S>> > >

L

The arrows show the trend of our annual performance in the context of our long-term goals. We provide further explanation on page 13.
Our future safe water SBO commitments are summarised on page 25.
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Protecting public
health is our primary
duty. Drinking water
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best in the world
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Putting people’s health, safety and wellbeing first

To achieve our vision and SBOs it is essential that we

work to prevent harm and protect health. We drive a Plan —
Do — Check — Act continuous improvement cycle which is
underpinned by the following principles:

e Strong and active leadership from the top down;
e Employee engagement and involvement; and
e Assessment and review.

We maintain a clear focus on meeting the needs of our
people, stakeholders, customers and other members of the
public and strive for continual improvement, by:

e Complying with our duties under the Health and Safety
at Work etc

e Act 1974 and all other relevant legislation;

e |dentifying hazards and mitigating risks to levels as low
as reasonably practicable;

e Managing all our activities by seeking to eliminate injuries,
incidents and ill health and minimise any consequences that
might arise in the event of any incident;

e Providing training, monitoring, supervision and leadership
to ensure the competence of employees and compliance
with our Occupational Health and Safety (OH&S) policies
and procedures;

e Assessing and monitoring the OH&S systems and
performance of our suppliers, partners and contractors
to ensure their competence;

e Continually reviewing and challenging our performance,
and setting ourselves objectives; and

e Aiming to meet all of the above at an affordable cost
to our customers.

We use an Occupational Health & Safety Management System
(OHSMS) to help ensure compliance with the standards and
expectations of the Health and Safety Executive. We aim to
certify to the Occupational Health and Safety Assessment
Series (OHSAS) 18001 standard in 2015/16. In March 2015

an external auditor completed the first of two required
assessments, concluding that our system is fit for purpose

and identifying areas for development. We continue to deliver
a programme of improvements to our system and practices.

The OHSMS is a live and dynamic system that we continually
review and improve in line with our understanding of business
risks, performance, incidents, injuries, inspections and audits.
The system consists of an integrated framework that links the
following elements:

¢ Applicable health and safety legislation;

¢ Corporate policy outlining our commitment to
continually improve;

e Management standards to provide governance and
assurance that risk controls are identified, established
and effective;

¢ Management procedures to address specific legislative
needs and business risks;

e Continual risk identification, assessment and
escalation processes;

e Provision of adequate and competent resources
and supervision;

e Safe implementation of work activities through planning,
effective risk controls and compliance with safe working
and business procedures;

e Performance evaluation through KPI measurement,
inspection and audit; and

e Continual improvement through management review
and corrective action.

Maintaining excellent drinking water quality

Protecting public health is our primary duty. Drinking water
quality within Yorkshire remains excellent with 99.94%

of hundreds of thousands of samples meeting stringent
regulatory standards. While this is near total compliance, this
performance is lower than last year (99.96%) and behind the
target we set ourselves for 2015 (99.95%,). We strive for total
compliance by working internally and with others. In particular,
customers and the agricultural sector also have critical roles in
determining performance against this measure.

We continue to see the benefits of the service reservoir
inspection and improvement programme we undertook in
2013/14 and the new programme of inspections and remedial
actions we have implemented more recently. The main area

of non-compliance in 2014 related to metaldehyde, a pesticide
used in slug control on arable crops. There is currently no
effective process to remove metaldehyde from water supplies
and we are researching possible future treatment options and
working with the agricultural sector to minimise future risk.

There was an increase in the number of positive samples for
bacteria taken from customer’s premises which were shown
to be due to the condition of the tap rather than that of the
water being supplied. There was also an increased number of
exceedances of the standard for lead in samples taken from
customers’ premises as a result of the change in standard for
2014 onwards. We are continuing our treatment of water

to minimise the risk and our progress in replacement of lead
communication pipe is ahead of programme.

We have continued to work closely with the drinking water
quality regulator, the Drinking Water Inspectorate (DWI),
for example with one of our team joining the DWI on a six
month secondment during 2014/15.
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Performance in the first few months of 2015 has seen no
sample failures from service reservoirs and lower numbers
from customers’ premises. However, metaldehyde is generally
a problem in the Autumn so it is too early to comment on the
benefit of our activity there.

Further details on our water quality performance can be found
in the Risk and Compliance Statement publication, available at:
www.yorkshirewater.com/reports

Over recent decades raw water quality has deteriorated in
many of our catchments, increasing the level of treatment
we need to undertake to make water fit for drinking. We use
a twin-track approach to ensure that our customers receive
high quality drinking water. We are investing to enhance
treatment capabilities where the probability of failure presents
an unacceptable risk to our customers. Our long-standing
programme of capital investment will continue with further
investment in the period from 2015 to 2020, including

action at six large treatment works. We are also investing in
catchment management as our primary long-term response
to address the issue at source. We discuss our approach

to catchment management in the section on the excellent
catchments, rivers and coasts SBO.

Managing flood risk

We play our part in managing and mitigating flood risk by
providing an effective drainage function through our sewer
network. The number of sewer flooding incidents shows
an overall trend of reduction over time as we continue to
invest in the network and lower the number of properties
on the regulated flood risk register. However, there is annual
fluctuation in the figures because flooding performance

is strongly influenced by the weather. Last year the region
suffered from a number of flash flood events, the most
significant of which was in August 2014 when the UK
experienced the tail-end of the weather system which
produced hurricane Bertha. Overall our assets performed
well and we played a significant role in mitigating flooding
and managing the impacts where flooding did occur.

In 2014/15, 121 incidents of sewer flooding inside properties
were reported in the region, compared to 76 incidents

in 2013/14 and 155 in 2012/13. We continue to invest in

the region’s drainage network and reduce the number

of properties at risk from sewer flooding. In 2014/15 we
removed 90 properties from being at risk of sewer flooding
and reduced the overall number of properties at risk of sewer
flooding on our regulated risk register to approximately 175
across the region.

The number of incidents in 2014/15 exceeded our target

for no more than 118 incidents in the year. The Yorkshire
region experienced exceptionally wet weather in August
2014, leading to an increase in the number of sewer flooding
incidents recorded. This regulatory KPI is reported as Amber
in our 2014/15 Risk and Compliance Statement.

A summary of our action plan to further improve performance
on internal sewer flooding is provided in the Statement, which
is available at: www.yorkshirewater.com/reports

We are working in ever closer partnership with others to
manage flood risk in Yorkshire, for example:

e Our new internal Flood Steering Group has approved a
number of smaller scale joint flood alleviation works in
York and Malton, and two small drainage schemes in Hull,

We have jointly mapped known flood risks with
the Environment Agency, identifying approximately
120 opportunities to be investigated for potential
future collaboration;

¢ We continue to share information and models with the
Environment Agency and Lead Local Flood Authorities.
For example, providing Sheffield City Council with our
new Drainage Area Plan (DAP) for the city to inform their
developing flood risk management plans;

We also continue to play an active part in the Yorkshire
Regional Flood and Coastal Committee (RFCC) and all four
sub-regional strategic flood management partnerships; and

We are part of the River Hull Advisory Board (RHAB)
which was established to develop the River Hull Integrated
Catchment Strategy (RHICS) for one of the most ‘at-risk’
developed flood plains in England. Integrated catchment
modelling has been undertaken and options have been
identified that could reduce flood risk in the area.

We are investing to protect our own assets from flood risk to
enhance the resilience of our services. We have completed a
scheme at Moor Monkton raw water pumping station to give
the site a 1 in 1000 year level of fluvial flood protection. This
follows investment at Hull and Market Weighton to provide
the same level of protection. We have also updated our Flood
Plans for areas like York and Sheffield, and our Vulnerable
Asset Plans (VAPs) which provide our mitigation plans to
protect sites from flooding in large flood events. Consultants
working for the Department for Environment, Food and

Rural Affairs (Defra) found our approach to resilience to be
satisfactory when they visited us in 2014.

Climate change and urban growth increase the pressure
on our sewer network and the risk of flooding. We have
published documents setting out our risks and plans for
climate change and storm water management. We will
continue to invest to mitigate the risk and manage the
consequences of sewer flooding.

The company is also working to reduce sewer blockages
caused by customer activities, in particular disposal of fats,
oils and greases (FOGs), nappies, wipes and other materials
which are inappropriately disposed of via the sewer network.
For example, our trial of above ground collection of used
vegetable oil is proving successful in an area of Bradford
where we have observed repeated sewer blockages. We
are now working with Living Fuels to establish a regional
approach to the collection of used vegetable oil and we aim
to use the material to generate renewable energy on our
operational sites.
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Supporting global safe water

We recognise a moral obligation to support those who do not
have access to clean safe drinking water and safe sanitation.
Around the world, 3.4 million people die each year from water
related diseases and 780 million people lack access to safe
clean drinking water.

We have a long history of supporting WaterAid with lots of
our colleagues giving their time, energy and money to help
change lives in developing countries. In 2014/15 we launched
our Big Wish for Ethiopia. Through this initiative we have
committed to raising £1m for projects that will transform lives
in Ethiopia. While this fundraising target may be a challenge,
we want to go further and the Big Wish is about much more
than fundraising. The Big Wish for Ethiopia is our new strategic
partnership with WaterAid that will deliver knowledge sharing
on water and sanitation, provide infrastructure support and
much more.

As part of the Big Wish we have worked in collaboration with
WaterAid to develop a youth engagement programme which
will see our volunteers going into schools and youth groups to
deliver key messages about global safe water at home and in
developing countries, and helping raise much needed funds
for Ethiopia.

Our Big Wish will develop over time and we will keep
reporting our progress and plans in future publications
of our annual report.

Providing access to our land

We are one of the largest land and open-water owners in
Yorkshire. We own approximately 28,300 hectares of land
which includes moors, woodland, reservoirs and the land that
we rent to farmers. For many years we have provided open
access to much of our estate, providing a range of recreational
opportunities that include:

e 100km of permissive footpath;

o 33km of permissive bridleway/cycle routes,
e 2 nature reserves,;

o 2 fisheries;

¢ Ancillary facilities such as car parks, picnic sites, toilets and
information points;

¢ 1,100km of public rights of way and Countryside and Rights
of Way Act (CRoW) access land; and

e The waters and land which is tenanted or permitted
for outdoor recreation, water sports and one off sports
and events.

The Tour de France saw an estimated 2.5m people line the
streets of Yorkshire for the pinnacle of the 100 days of events
that took place as part of Yorkshire Festival in 2014. So
successful were the events that the region held the Tour de
Yorkshire in May 2015. We were pleased that our land, waters
and operations can support the growing recreational demand
brought by these events.

We work to ensure large numbers of people can safely enjoy
our land and waters. We continue to develop our recreation
strategy with the aim to increase the diversity of those able to
take value from the range of recreational activities we offer.
Find out more about our recreational offering on our website
at: http:/www.yorkshirewater.com/run
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2015/16 target
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Finalise our work to certify Kelda Group to the Occupational Health

and Safety Assessment Series (OHSAS) 18001 standard.

Continually improve Lost Time Injury performance by halving
employee and partner major injuries between 2015 and 2020.

Review latest knowledge on managing sickness absence and
document our plan for continual improvement which will define

future targets to ensure sector leading performance.

* 99.96% overall drinking water quality compliance.

* No more than six potentially significant drinking water events

which require corrective action.

* Number of drinking water complaints (taste, odour and
discolouration) not to exceed 10,131.

‘Stable' category in the long-term stability and reliability factor for

water quality.

Continue our five year commitment to raise £1m for WaterAid by the
close of 2018/19 in order to support their Everyone Everywhere 2030

campaign.

Launch our Big Wish for Ethiopia campaign in partnership with
WaterAid and support at least 50 volunteer-led events to engage

with schools and youth organisations about safe water.

* No more than eight Category 1 and 2 pollution incidents

(calendar year).

* No more than 237 Category 3 pollution incidents (calendar year).

* No more than 1,877 internal sewer flooding incidents.

* No more than 10,125 external sewer flooding incidents.

‘Stable' category in the long-term stability and reliability factor for

waste water networks.

Continue to develop our drainage strategy by collaborating nationally
to help shape, and ensure our alignment with, the developing water

industry approach.

Our new Flood Steering Group is reviewing partnership

opportunities, and the EA and Lead Local Flood Authorities score
our relationship at 7.5 out of 10, or above, on our joint flood

partnership scorecards.

Publish our Storm Water Management Strategy.

*Performance commitment agreed with our customers and Ofwat.

2020 milestone

We are compliant with all

health and safety legislation and
continually improve how we
protect the health, safety and
wellbeing of our colleagues and
partners, confirmed by our 18001
certification.

We have further improved the
high quality of our drinking water
service, as measured by overall
compliance, number of significant
events and number of complaints.

We support the UN's Sustainable
Development Goals by raising
£1m for WaterAid and supporting
600 events to grow Yorkshire's
engagement as part of our Big
Wish for Ethiopia.

We reduce the number of

annual Category 3 incidents
between 2015 and 2020 and
have no Category 1 or 2 pollution
incidents in 2019.

We work in partnership to
manage flood risk in our region,
demonstrated by our delivery of
partnership solutions, publication
of our drainage strategy and
regulatory support for our
programme of future investment.

Outcome

We enhance the
health, safety and
wellbeing of our
colleagues and
partners.

We provide you
with water that is
clean and safe to
drink.

We promote safe
water in Yorkshire,
the UK and
globally.

We take care

of your waste
water and protect
you and the
environment from
sewer flooding.
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Excellet Excellent Catchments, Rivers and Coasts:
a‘t“‘d‘S We maintain and improve the water
5 environment from source to sea,

and influence others to do the same.

Measures of our regulatory commitments 2013/14 2014/15 2014/15
performance target performance
*Pollution incidents, sewerage 7810 <9150 58.82

(Number of Category 1-3 incidents per 10,000km of sewer)

*Serious pollution incidents, sewerage 327 <61 131
(Number of Category 1-2 incidents per 10,000km of sewer) : : :

*Discharge permit compliance 98.00% 298.30% 99.32%

Ofwat define their Key Performance Indicators for the water industry on their website,
at: www.ofwat.gov.uk/regulating/compliance/reportingperformance/kpi

*Calendar year measures

Measures of our ambition to go beyond our regulatory duties
Overall

2014/15 target 2014/15 performance trend

*Complete delivery of our five year (2010-2015) programme = Environmental programme delivered, for example fish
of activities to protect and enhance the environment, passage installation and ancient woodland restoration.
as defined in the National Environment Programme. Final activities are being completed in 2015.

Complete the detailed design of our programme of
activities to protect and enhance the environment from
201510 2020, as defined in the National

Detailed design developed and in 2015 we will finalise
‘Phase 5’ of the programme in agreement with the

Environment Programme. Environment Agency.

Document the plan for engagement on our programme We continue to develop how we best collaborate to

of activities to protect and enhance the environment, deliver our environmental programme, for example
including an evaluation of the potential and benefits agreeing to partner with the River Don Trust on fish

of partnership delivery. passage installations.

Publish our policy on catchment management to We have documented our policy on catchment

protect raw water quality and other benefits, and management and continue to engage stakeholders

draft a long-term strategy. about our approach.

Document river catchment plans for the six main Water We continue to develop river catchment plans and these
Framework Directive river catchments in Yorkshire will be finalised once the fifth phase of our environmental
(notincluding a seventh catchment where we have little investment programme is confirmed with the Environment
impact, Idle and Thorne). Agency laterin 2015.

*No more than eight serious pollution incidents

(Category 1and 2). Best ever performance achieved in 2014 with four Category

1 or 2 incidents and 191 Category 3 incidents. 2015

*No more than 272 Category 3 pollution incidents. performance has started strongly.

> &> »> » > &> > »

Water quality at 15 of Yorkshire's bathing beaches 18 Yorkshire beaches achieved Good or Excellent standard
exceeding the revised Bathing Water Directive 'Sufficient' in 2014, with a step change at three beaches following
standard in the 2014 bathing season. our investment.

Real-time remote monitoring equipment installed at all

combined sewer overflows, pumping stations, retention Real-time remote monitoring equipment installed enabling
tanks and waste water treatment works which are likely enhanced coastal management.

to affect bathing water quality in the event of a discharge.

*Regulatory requirement

The arrows show the trend of our annual performance in the context of our long-term goals. We provide further explanation on page 13.
Our future excellent catchments, rivers and coasts SBO commitments are summarised on page 29.
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Reducing pollution and enhancing river water quality

We collect, treat and return 1 billion litres of waste water
safely back to the environment every day. We have delivered
a step change in river water quality over the last 20 years

by investing in the region’s waste water treatment works
and network.

We were delighted that our high standards were recognised
by the Environment Agency in their annual environmental
performance review of the water companies. Yorkshire Water
stood alone as the only ‘industry leading’” company in 2014.

We further improved our performance on waste water
treatment in 2014, with discharge permit compliance reaching
99.3% (two failing works), improved from 98.0% in 2013
(six failing works). Our performance in 2014 was our

best ever. Whilst it is our aim to continue to achieve this
level of performance and drive towards zero failing works,
our price review business plan was based on continuing

to achieve the stable reference level of five failing works.
Further details on our discharge permit compliance can be
obtained in the Risk and Compliance Statement available at:
www.yorkshirewater.com/reports

The total number of pollution incidents from our sewer
network has continued to reduce over recent years.
Performance fluctuates each year because sewer performance
is influenced by the weather. We achieved best ever
performance in 2014 with 58.82 Category 1, 2 or 3 pollution
incidents per 10,000km of sewer, down from 78.10 in 2013
and 82.68 in 2012. The number of the most serious pollution
incidents also shows an overall trend of improvement and best
ever performance with 1.31 Category 1 and 2 incidents per
10,000km of sewer. This has fallen from 3.27 Category 1 and
2 incidents per 10,000km of sewer in 2013 and 1.63 incidents
in 2012.

Our pollution performance improved over the period 2010 to
2015, following implementation of our pollution reduction
plan. Pollution incident performance is a regulatory KPI which
is reported in our 2014/15 Risk and Compliance Statement

as green status for Category 1 & 2 incidents and amber

for Category 3 incidents. This status is determined by the
Environment Agency by comparing performance against

the 2008-2010 industry average. We have made performance
commitments to go even further by 2020, however
customers have not supported the prioritisation of the
funding needed to achieve green status. Achievement of

the performance commitment will leave this measure amber
status. A summary of our action plan to further improve
pollution incident performance is provided in

the Risk and Compliance Statement, which is

available at: www.yorkshirewater.com/reports

We have worked with the Environment Agency (EA) to model
the ecological implications of our discharges. Together, we
are defining our programme of environmental investment
and investigation needs to 2020, our part of the National
Environmental Programme (NEP). In 2015 we are refining
details of the final part of this programme, known as Phase

5. We will further enhance our waste water treatment
capabilities where we have confirmed biological and/or
chemical issues that need to meet legislative standards. Where
there is uncertainty we will be carrying out investigations to
inform the long-term approach.
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While delivering environmental water quality benefits, the
new waste water treatment capabilities described above are
often capital and carbon intensive. In 2014/15 we made a suite
of commitments to the governments Infrastructure Carbon
Review to work in partnership and use innovative solutions to
protect both the atmospheric and aquatic environments. \We
discuss this further in the sustainable resources SBO section.

Investing in the region’s bathing waters

We have completed our £110m investment to enhance
Yorkshire’s coastal water quality, playing our part in the
multi-agency Yorkshire Bathing Water Partnership. This group
is working to align the region'’s activities on bathing water
quality and beach management.

Together, our joint efforts have resulted in a step change in the
regions bathing water quality over recent years. The region'’s
beaches will continue to provide a high quality experience for
users and our assets are ready to ensure compliance with the
tighter requirements of the revised Bathing Water Directive
which came into effect for the 2015 bathing season.

In 2014, 19 of the 20 Yorkshire bathing beaches met the
minimum Mandatory standard under the previous directive
standards. 14 of the region’s bathing beaches achieved the
higher Guideline standard. Under the revised directive’s tighter
standards, 18 of the 20 beaches exceeded the new minimum
Sufficient standard, achieving either Good or Excellent. Only
Staithes failed to meet the required minimum standard as a
result of agricultural runoff. We were pleased that six beaches
improved against the revised directive in 2014, five of which
we invested in. We were also pleased that the region achieved
three coveted Blue Flags in 2014.

Protecting raw water quality

The quality of the raw water we take from the environment
has been deteriorating in many areas over the past two
decades. This is a consequence of pollution, unsustainable
land management practices and climate change.

We invest in enhanced water treatment works capabilities

to ensure our customers always receive the highest quality
drinking water. We describe more about this in the safe water
SBO section.

In parallel to investment at the treatment works, our catchment
management programme addresses the problems at source. In
recent years we have invested in extensive monitoring, research
and innovative land maintenance and restoration techniques.
Through multi-agency partnerships we have delivered a range
of industry-leading activities, including for example working
with our land tenants and Natural England on Keighley Moor
to deliver catchment restoration in practice.

We have continued to collaborate with the EA, Natural
England and the National Farmers Union to protect water
catchment areas by developing Safeguard Zones and
supporting Safeguard Zone Action Plans. We have agreed a
programme of work to help address diffuse water pollution
between 2015 and 2020.

Our catchment manager has continued to support Defra’s
Best Practice Burning Group, and now also the Government'’s
Uplands Stakeholder Forum, to help them develop sustainable
land management guidance and policy that will better protect
and enhance UK uplands. Through these networks we have
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worked with a range of organisations to assess a variety of
upland blanket bog habitats, including our Keighley Moor
catchment, to better understand how we can manage these
habitats to maximise a range of desired outcomes for society.
The most effective habitat was found to be an active blanket
bog with reduced levels of heather. This work has informed
debate in the House of Lords and has helped to inform the
Government'’s Blanket Bog Restoration Strategy.

Our future moorland management programme will deliver
investigation and implementation activities where colour
pollution is likely to overwhelm water treatment works
capacity in the longer term. We will also be investigating
nitrate and other pollutants that present risks to a number
of our groundwater sources.

Our future excellent catchments, rivers and coasts SBO commitments

2015/16 target 2020 milestone Outcome

‘Stable' category in the long-term stability and reliability factor for We have delivered our We protect and

waste water quality. programme of investment to improve the water
protect and enhance the water environment.

Engage with stakeholders to start delivery of our documented plan | environment from source to

of activities to 2020 to protect and enhance the environment.

Further develop our documented process to identify and evaluate
opportunities to work in partnership to protect and enhance the
water environment.

Document our plan to develop environmental safety plans for
all our discharges to river or sea by 31/03/20.

Document our plan to carry out the analysis and engagement

sea, including the improvement
of 440kmMNe of river and
documenting environmental
safety plans for all of our
discharges to river or sea.

needed to inform our environmental investment programme beyond

2020, including our approach to modelling and innovation, and

how we'll define our needs to comply with the Water Framework
Directive requirements on phosphorus and hazardous substances.

*15 of Yorkshire's designated bathing waters exceed the required
quality standard.

Deliver the required standards in waste water treatment to play
our part in delivering the Yorkshire Bathing Water Partnership's
aim for eight Blue Flags along the region's coastline in 2015.

Work with the other members of the Yorkshire Bathing Water
Partnership to document our shared vision and goals for the
Yorkshire coast, and use this to define our future SBO targets.

We conserve and enhance 11,360ha"e.
*Qualitatively measure the satisfaction of our recreational visitors.

Consult on our draft recreational strategy to work in partnership
to broaden the diversity of visitors gaining benefit from our land.

Document our plan to develop and embed, by 31/03/20, a cross
business process to optimise for the long term how we mitigate
the risk and maximise the value of our land.

Commence our five year programme to regenerate by 2020,
or enable others to regenerate, at least 100ha of land that we
no longer need for operational purposes.

*Performance commitment agreed with our customers and Ofwat.

We work in partnership to
support a healthy Yorkshire coast
by playing our role in consistently
meeting required waste water
quality standards.

We have conserved and enhanced = We manage our

11,736ha"® of our own land and | land for maximum

worked with other land owners societal value, and

to conserve even more, all helping ' we encourage

to protect raw water quality. other land owners
to do the same.

NB: The exact number of rivers to be improved and land to be conserved are subject to confirmation.
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Water Efficient Regions:

We ensure water needs are met now
and in the future by using water wisely

@ and inspiring others to do the same.

Water efficient
regions

Measures of our regulatory commitments 2013/14 2014/15 2014/15
performance target performance

Water supply interruptions

(Hours per property served) 0.17 =0.25 0.16

Total leakage

(Mega litres per day, Ml/d) 282 =297 288

Security of Supply Index 100% 100% 100%

Ofwat define their Key Performance Indicators for the water industry on their website,
at: www.ofwat.gov.uk/regulating/compliance/reportingperformance/kpi

Measures of our ambition to go beyond our regulatory duties

Overall

2014/15 target

Undertake a gap analysis on requirements to achieve the
Carbon Trust Standard for Water and use this to inform a
review of our policy on water efficiency.

Investigate our use of potable water at our largest waste
water treatment works and undertake cost benefit
assessment of opportunities to reduce potable water use.

*Continued domestic customer water efficiency saving
of at least 1.55Ml/d per year.

Continued business customer water efficiency saving
of at least 4MI/d per year.

Re-assess regional average night pressure and create a
baseline to inform future management opportunities.

Complete a strategic assessment of new opportunities to
create headroom in our supply demand balance, including
a high level examination of the costs and benefits.

Document our process to identify new opportunities for
water efficiency by assessing a catchment's water supply
demand balance in detail, and use the Sheffield catchment
as a test case.

Continue to monitor and inform national reform of
abstraction licencing, and document our policy on
abstraction and water trading.

*Regulatory requirement

2014/15 performance

Gap analysis and investigations completed, identifying a
series of possible improvements which is informing our plan
to continually improve our operational water efficiency and
achieve the Carbon Trust Standard for Water in 2017/18.

Supported water efficiency of over 7.5MI/d per year and
reviewing innovative approaches to inform future plans for
further water efficiencies.

Greatly improved ability to monitor the water network.
Currently reviewing newly available data to confirm
baseline and inform future approach.

Assessment complete and opportunities will be considered
further as we prepare our next Water Resources
Management Plan.

Process documented and Sheffield analysis started. Further
assessment to be undertaken in 2015/16, including
application of the new process to the Aire Valley and Hull.

Policy on water trading documented and continuing to
monitor and inform nationally developing approach, with
primary legislation expected.

trend

4

The arrows show the trend of our annual performance in the context of our long-term goals. We provide further explanation on page 13.

Our future water efficient regions SBO commitments are summarised on page 33.
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Our Water Resources
Management Plan details
how we will maintain the
supply demand balance
over the next 25 years

In 2014/15 we helped our
domestic and business
customers save over
7.5 million litres by
providing free water
saving devices and a
range of advice and
support services

- .- We are aiming to achieve
T - =i theCarbon Trust

— 4=  Standard for Water

in 2017/18
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Securing water supplies

Our customers place a high value on the reliability of their
water supply. We operate, maintain and enhance over 50
water treatment works and a distribution network of over
31,000km of water mains in order to treat and supply around
1.3 billion litres of drinking water each day. We can be proud
that following our extensive investments, Yorkshire has

had no service restrictions such as hosepipe bans since the
1995/1996 drought.

The risk of water shortages or supply interruptions is

a constant priority for us because of the consequences

to our customers, and to our operations and finances.

Our performance in 2014/15 remained strong, with improved
performance on the duration of supply interruptions (reduced
to an average of 9 minutes 36 seconds per property, or 0.16
hours per property) and maximum possible performance
maintained on the industry measure for security of supply.
We have also shown strong performance against leakage
and other water efficiency targets, which are discussed

in the next sections.

In 2014/15 we published the final version of our new Water
Resources Management Plan (WRMP), which followed the
2013/14 publication of our revised Drought Plan. Our detailed
assessments for these plans confirm that climate change
presents a growing threat to our ability to maintain the
balance between supply and demand. We are well placed

to manage this threat because water resources management
is our most mature area of current resilience and future
planning. We have maximised the benefit of the good

range and balance of water supply options in our region by
developing infrastructure that allows us to move water around
the region to where it is needed. We call this the Yorkshire
grid and it covers 99% of our customers. We manage our
grid to offer one of the most resilient water supply systems

in the country.

Our WRMP describes how we will maintain the balance
between water supply and demand over the next 25 years.
Our Drought Plan contains a framework of options that allow
a drought to be best managed dependent on conditions.

In the event of a drought, our advance planning enables

us to act quickly because our selection of options have

been assessed for their potential environmental impact and
mitigation strategies. Both documents and more information
can be found at: https:/www.yorkshirewater.com/resources

We agreed our future plans with Ofwat at the end of

2014. These plans describe our operational and investment
programme to manage water services. Our activities will
include increasing network storage and working on projects
to manage network pressure. To allow us to respond to bursts
and other network problems more effectively, we will be
enhancing our visibility of the network by installing further
data loggers that automatically send data to our command
centre. Water efficiency is central to our plans and we describe
this in the following sections.
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Reducing the company’s own water use

We aspire to demonstrate our leadership in our operational
use of potable water by securing the Carbon Trust Standard
for Water by the end of 2017/18. We have started a
programme to assess our largest areas of potable water
consumption, focusing initially on our largest waste water
treatment works. Through auditing our treatment works we
are confirming examples of good practice and identifying
potential water saving opportunities.

Sustainably reducing leakage

Leakage is by far the dominant source of water waste.
We measure, report and reduce leakage, of which about
two thirds results from our distribution network and a
third is from leaks in customers’ supply pipes.

We have almost halved leakage since 1995 and recorded
our lowest ever levels in 2012/13, at 265 mega litres per

day (MI/d). This was below the Sustainable Economic Level
of Leakage (SELL), 297 MI/d. The SELL is an industry term
and methodology that defines the optimum level of leakage
based on a suite of economic, environmental and social
considerations. The 2012/13 leakage performance was

not affordable on a long term basis so we have managed
our leakage control activities to return closer to the SELL,
reporting 288Ml/d in 2014/15.

An options appraisal was carried out for the 2014 WRMP to
identify a cost effective solution to ensure supply can meet
demand over the next 25 years while minimising the impact
on the environment. Initially we will be investing in further
leakage reduction because this has been assessed as the most
cost and environmentally effective way to mitigate the risk

of climate change reducing supply. By 2020 we will further
reduce leakage, to no more than 287Ml/d. We will strive

to continue finding ways to sustainably reduce leakage by
focusing our operational resources and further innovation.

Working with customers to save water

We help and encourage our domestic and business customers
to save water. Our goal is to deliver tangible water efficiencies
and sustainable behavioural change.

In 2014/15 we helped our domestic and business customers
save over 7.5MI/d by providing free water saving devices and
a range of advice and support services. Savings for business
customers are confirmed though metered bills and savings for
domestic customers are based on assumptions for each of the
efficiency products we provide. We are reviewing new and
innovative approaches to inform our future plans to support
our customers in saving even more water and improve the
accuracy of domestic efficiency assumptions.

We have achieved our water efficiency targets since we
introduced them in 2010 and are committed to continuing
to do so into the future. More information can be

found on the water efficiency section of our website at:
htt