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What are the six capitals?

The capitals represent the essential resources on which we
all rely and impact, both positively and negatively.
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capital capital capital capital capital

Read more on page 6 and 16.

Social
capital

1. We make a strong and growing
net-positive contribution to society

This is the headline finding of our latest six capitals assessment of our
impact and value, with the results and methodology shared in this and
supporting reports. The assessment shows we are better protecting
public health and the environment but further change is critical to
secure the long term affordability and resilience of communities

and essential water and wastewater services. This is now even more
important because of the im$qct of the pandemic on Yorkshire
communities, and we are well placed to support the economic
recovery. We are working and collaborating to grow the benefits we
deliver for Yorkshire and further reduce areas of negative impact.

2. The six capitals are helping to deliver
real benefits

We are applying the concept of the six capitals to provide a broad view
of our performance, the risks to our services and the value we create
for customers, investors and other stakeholders. We are using this fresh
insight to shape our current approach and future strategy to ensure
our services dre resilient and efficient. We are committed to much
more, but our work has already helped us to improve our governance,
reporting, and focus on environmental and social issues. For example,
we have reduced our carbon footprint, improved how we manage land,
and we are supﬁorting vulnerable customers more than ever before.
This runs to the heart of our purpose and demonstrates the practical
difference we can make for Yorkshire.

3. We've improved our approach in our
latest work

We are using the latest and best available data and economic
techniques to quantify our impact and value, sharing openly our
methodology and the maturity of different aspects. We've extended our
previous work to show trends over the five years to March 2020. We've
also added new and more accurate indicators in many areas, for
example, using the new national “biodiversity metric 2.0”. Our approach
highlights opportunities to enhance our impact and value, and the
inherent trade-offs that need to be considered when making decisions.
This work is helping to shape our strategic direction and operational
and investment choices by providing fresh insight for us, our customers
and stakeholders.



About this report

Yorkshire Water delivers water, sewerage and environmental services to over 5 million
people and 130,000 businesses. We are passionate about delivering great value, both in
the quality of our services and through the choices we make to maximise our wider social
impact. For example, we pay the Living Wage and use only green energy because of the
benefits this brings.

This is the main report in a suite of publications sharing the findings and methodology of
our latest work applying the six capitals. We call this Our Contribution to Yorkshire. This is
the second Our Contribution report and we will be publishing them annually in the future to
help you monitor and challenge us. As well as exploring the numeric findings of our latest
six capitals analysis, our most comprehensive yet, we also include lots of case studies to
help bring this groundbreaking work to life. In the future our reports will help you track our
performance over time in a comparable format year on year.

Trusting this information

We always want to provide information you can trust. This report is unlike our traditional
publications because we are sharing latest findings and methodologies from a new
approach that uses innovative analytical techniques and which continues to develop. We
have taken steps to ensure openness and clarity around the different levels of robustness of
the various aspects of this work.

A team of experts in impact and value assessment at AECOM helped us ensure a
comprehensive and best practice approach, with the detailed methodology shared
separately. We also asked an independent third party, DNV GL, to assure our work and they
have provided a report on their findings. Links to these reports can be found in the Contents,
opposite.

For our investors

We borrow from investors and other lenders to help fund our activities and continuous investments
into the business. In early 2019 we introduced a Sustainable Finance Framework in which we
committed to follow best practice guidelines that require all debt raised under the framework to be

allocated only to activities that benefit people and protect the environment. We will use this framework

for virtually all of our debt in the future and have already raised £850m using the framework.

This Our Contribution to Yorkshire publication is designed to meet the commitment we made in the
framework to report annually on our environmental and social impact. A range of Key Performance
Indicators (KPIs) can be found throughout this report, supported with commentary and case studies.
To accompany this main report which is desifclgned for all interests in Yorkshire Water, we also provide
another report with further information specifically for the investor community, including details of
debt allocations. A link can be found in the Contents, opposite.

Find out more about the framework on page
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1. Guide to this report

Important terminology

Six capitals

The resources we rely on and that we impact positively and negatively through our activities.

)= ‘

Financial capital Manufactured capital Natural capital
Our financial health and Our pipes, treatment works, The materials and
efficiency offices and IT services we rely on

from the enviroment

~ L d
Human capital Intellectual capital Social capital
Our workforce's capabilities Our knowledge and Our relationships and
and wellbeing processes customers’ trust in us

Assets

A stock of resources, for example the land we own. The extent of these resources measures
the quantity we own, while the condition measures their ability to provide services over time.
Impact

The flow of positive and negative effects resulting from how we have maintained and used
our assets, for example the carbon emissions captured in, or released from, our land.

Value

The amount that something is considered to be important or beneficial. We estimate the
economic worth of our impact to Yorkshire Water and to wider society, for example the value
of health benefits from recreational visits to our land.

Reporting scope

We focus on the activities directly undertaken by Yorkshire Water. Except where clearly
stated, we have excluded activities carried out in Yorkshire Water’s supply chain or by others
in the Kelda Group of companies in which Yorkshire Water is the largest part. In the future we
will extend the scope to our supply chain and value chain.

6

Symbols used in this report

Where appropriate, trend arrows are used to show whether our impact has improved or
deteriorated on average over the five year period of this assessment.

@ © ) ©

Upward trend Upward trend Upward trend Broadly stable trend
positive outcome negative outcome unclear outcome stable outcome
Downward trend Downward trend Downward trend Insufficient data to
positive outcome negative outcome unclear outcome determine a trend

Where appropriate we show the robustness of data and and valuation methods using the
following symbols.

L H

Low confidence Medium confidence High confidence
in data or method in data or method in data or method
(]
Timeframe

In this reﬁjort and assessment we examine each financial year over the five year period from
1 April 2015 to 31 March 2020. We make clear where we were unable to collect data on the full
five year period.

Find out more

Visit our capitals webpage to find the ﬁrevious Our Contribution to Yorkshire report and a
range of case studies on our approach.

www.yorkshirewater.com/capitals

You can also find more information in our traditional performance reports: the Annual
Performance Report (APR) and Annual Report and Financial Statements (ARFS).

www.yorkshirewater.com/reports
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2.Foreword

It is essential that we secure and
continually improve the resilience
and sustainability of public water
and wastewater services because
they are so important to human
health and wellbeing, the natural
environment and economic
prosperity. This is central to Yorkshire
Water’s purpose and strategy,

and we've achieved substantial
and tangible improvements in
recent years. But we need to go
much further and faster if we

are to fully play our part in the
National Infrastructure Strategy
and responding to COVID-19, social
deprivation, climate change and the
continuing loss of biodiversity. To
help us in this, | asked my team to
update and advance our use of the
six capitals.

More than five years on from first
exploring the concept of the capitals
and the approach is now used in
many parts of Yorkshire Water.
Having helped transform our land
strategy and shape our new £4
billion investment programme, we
are now embedding the approach
to shape all our engineering and
land management choices. Havin
introduced an innovative Sustainable
Finance Framework and raised

the UK's first Sterling sustainability
bond, we are committed to raising
more sustainable finance in the
future. We have also used the
capitals to strengthen our corporate
governance, shaping the focus and
Terms of Reference of our Board
Committees, the Board’s new set

of Key Performance Indicators

(KPIs) and our latest executive
remuneration arrangements. The
more we look, the more we find that
the capitals help us to cut across
silos and push beyond traditional
approaches to protect and grow the
value Yorkshire Water delivers for its
customers.

This is our second “Our Contribution
to Yorkshire” report and | hope you
find it informative. Our aim in this
publication is to go further than

our traditional reporting with a

fresh and broader view of Yorkshire
Water’s impact both positive and
negative, and the value, risks, and
dependencies we are managing. We
have made substantial advances in
our latest six capitals assessment,
looking in more detail and over a
longer timeframe, and developin
our focus on asset stocks and their
condition, as well as the annual flow
of benefits from those assets. We
have also updated our approach to

align with the latest developments by

the Natural Capital Committee; the
Department for Environment, Food,
and Rural Affairs (Defra); the Capitals
Coalition; and others.

This report highlights areas of
progress, priorities for further
attention and opportunities for
collaboration and innovation. |
also want to help customers and
stakeholders understand and
shape our direction, and hold us to
account. For our investors, this report
also delivers on our commitment
to provide regular reporting on the
impact of our sustainable finance
investments. | welcome your
feedback and ideas to help shape
and improve our approach.

\% Rl

Chief Executive, Yorkshire Water

“Yorkshire Water's improving
ability to measure and report a
bvoao? picture of its impact and
value i a welcome development.
The introduction of an annual
(ontribution report will help

us in our role to scrutinise and
influence the (ompany’s approach
in the best interests of customers
and stakeholders.”

Catherine Weller,
Programme Manager

for Business &

Nature, University of
Cambridge Institute for
Sustainability Leadership

“This latest progress is further
helping the Board to monitor
and steer the (ompany’s strategic
direction to protect and grow

the value that truly matters to
water consumers and stakeholders
across Yorkshive. The (ommittee
continues to support and stretch
Yorkshire Water’s maturin
application of the six mpi?als and
I'm looking forward to us doing
more.”

Petrina Rowcroft,
Technical Director

- Environmental
Economics, Environment
& Sustainability, AECOM

3. What others think
about our approach

“Yorkshire Water were early
leaders in adopting the multi-
capitals approach and it is
fawtastic fo see their continued
commitment and advances

as part oi a growin glolml
community. This latest work is a
great example fo others of how
an organisation can tailor the
capitals to practically inform and
shape their operations.”

“It is great to see this
comprehensive impact and
valuation agsessment followin
the launch of Yorkshire Water’s
holistic and innovative sustainable
finance framework in 2019. The
detailed and transparent nature
o} this suite ot reports will be
welcomed by the growing €54
community and | look forward
to seeing fz\e (ompany’s further
advances in this space.”




4. AbOUt Our purpose

° why we exist . .
Yorkshire Water o ace o o
- how and always.

We provide some of life’'s most essential services to the people and businesses of Yorkshire,
playing a key role in the region’s health, wellbeing and prosperity. We do this by supplying

\r/]vgttl?rro?gg\\//ivrgit%wegger services, and being custodians of essential infrastructure and the our resources our behaViours
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. | we own it
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ou r outcomes G0OD HEALTH CLEAN WATER 8 DECENT WORK AND A SUSTAINAB p-_-, 2 RESPONSIBLE CLIMATE PARTNERSHIPS
AND WELL-BEING AND SANITATION ECONOMIC GROWTH C0 1 CONSUMPTION 13 ACTION 17 FOR THE GOALS
+he VCSMH' 0{» owur WOYI( AND PRODUCTION

We suprort the Sustainable Development Goals (SDGs) that the global community has
ormally adopted to define and drive towards sustainable development.
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Below we provide a visual summary of the findings of our assessment with examples of the
u r q s s e s q n extent and condition of the assets on which we rely and the impact we have made through
® our actions. The figures are for the year 2019/20 and the arrow symbol shows the average

trend over the last five years (full definition on page 7). More detail, including a five year view,

o
can be found in the findings section of this report with a chapter on each of the six capltols
o u r I m pa c s and also in the accompanying Methodology Report
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Regulatory Pension funds Total debt Share of Share of (g) I
cclp|tc1I voulue Not yet assessed £5,605m employees workforce female workforce BAME o c
See page 22 314 0 v
O 3
a o
@ Q5
@ —
Salaries Pensions Appr;;hces Inj;lzes Gendeor gf/ly gap BAMESP;}.I, gap
£1 52m £1]m Favourable to female Favourable to BAME
colleagues colleagues
)
|
0000 . S
Length of Lenath of Waste Enerav used Innovative Open access Smart network (g
mains se?vers produced 64%215Wh partnership projects datolr(ve)l(e)oses s:e;n(s)oorso 8 (l
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/ El: 2
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Employee Spend on Research Remote sensor
training & Development investment

276,000hrs £13m

Change in Waste to Renewable
asset value landfill energy generated

£1,389m 27,000tonnes 166GWh

289 O

Bathing Lifetime carbon
ownership Reservoirs waters emissions

28,000ha 129 19 Not yet assessed

£?° £

Biodiversity Water Pollution Net carbon
units abstracted incidents emissions

644 446,000mi 166 245,000¢/co,

T8

Recreational Households Customers Suppliers
visits served on PSR used

2.6m 2.2m 66,000 1,800

W a° &

Recreationall Internal floodlng Customers Early payments
health benefits incidents financially supported to suppliers

315QALYs 1,600 36,000 76,000

BAME = Black, Asian and Minority Ethnic
PSR = Priority Services Register
QALYs = Quality Adjusted Life Years


http://www.yorkshirewater.com/capitals

6. The economic value
of our impact 2019/20

This diagram shows our estimate of the economic value of our impact in 2019/20. Overall, we
deliver a strong and growing net-positive contribution to society. This shows our estimate

of our total public value and how we are living our purpose to play water’s role in making
Yorkshire a brilliant place to be - now and always.

FINANCIAL
CAPITAL

o QD © 6
socre+ QTN © 6
— o T

MANUFACTURED
CAPITAL

wservove. (. T 6 @
Waste use _
@
Renewable ~ .
energy

Water use . ‘

and efficiency
Land, soil . .

and biodiversity
covor CEINMID © ©

@ @ @ ©

Upward trend Upward trend Upward trend Broadly stable trend
Downward trend Downward trend Downward trend Insufficient data to

determine a trend

While not everything can be reliably valued in monetary terms, we are finding this a useful
aid to our decision making by allowing us to compare very different issues. To strengthen
our existing processes, we are maturing and embedding our impact quantification and
economic valuation to help inform our strategic and investment choices. We show levels
of robustness to recognise that economic valuation is only an estimate based on the best
available information and in many cases we will not yet have captured the full impact,
Eositive or negative. Our figures show the overall net estimate for the indicators which we
ave been able to value. The net position can mask important details in the positive and
negative impacts within each indicator. There are gaps and weaknesses that we and others
are improving as part of a growing global community working to mature the application of
cutting-edge environmental and social economics. We provide more detail on each of the
capitals later in this report and the full methodology is provided in an accompanying report

Performance ‘ ‘
and development
Health, safety _
anaweiveny (I D & ©
Diversity ‘ .
and inclusion

Research and ‘ .
development

Knowledge ‘ .
and learning

Processes
and efficiency Notyet assessed

SOCIAL
CAPITAL

e QD & ©
seree QD © ©

Quality of service Not yet assessed

Low confidence Medium confidence High confidence
in data or method in data or method in data or method
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7. The six

capitals concept

A capitals approach is designed to help
organisations become more sustainable and
resilient by considering value in the broadest
sense. This approach shows the range of
resources that we all rely and impact on, but
are often overlooked or undervalued in finan-
cial accounting and analysis.

Knowledge

Engagement

Service

Public value

16

We are using a capitals approach to better
understand, and therefore better manage, the
economic, environmental, and social impacts
of our actions. This approach is shaping our
thinking, decisions, and investments to help us
focus on what really matters.

¢
w

Growing understanding of our
positive and negative impacts, and
the things we depend on.

Sharing this knowledge to help
customers and stakeholders shape
our approach and hold us to
account.

Applying this knowledge to become
more efficient, resilient, and
sustainable.

Using this knowledge to grow
our contribution to society, the
economy and the enviroment.

P
»

How

To understand Our Contribution to
Yorkshire we completed a six capitals
assessment of our impact and
dependencies. We developed annual
accounts for each of the capitals
covering the fivegear period from
2015/16 to 2019/20. These included a
range of indicators showing the extent
and condition of our assets, as well as
the negative and positive impact of
our activities.

This assessment follows, extends, and
updates our initial assessment for
2014/15, and continues to evolve to
align with business priorities and the
latest global and national best prac-
tice. You can find a breakdown of our
data and process in the in the
Methodology Report found at
www.yorkshirewater.com/capitals.

) |
<

So what?

The capitals approach is helping us to protect and
grow the public value we create for customers,
Investors and other stakeholders. You can find practi-
cal examples of how we are doing this throughout
this report, including through our new land strategy,
our decision making framework, and our sustainable
finance framework.

This assessment confirms that we have grown our
contribution to society over the past five years, by
protecting public health and the environment. How-
ever, it also identifies areas that need attention,
including diversity and inclusion, leakage, water
pollution, and carbon emissions. Going forwards we
will focus on the areas where we need to do better to
ensure the long term resilience of communities and
water services.

Striving to turn the dial
Regional
contribution

Tacticalimprovement
and change

Corporate governance, strategy
and decision making

Reporting and engagement

Collaboration to mature
the capitals approach

Find out more

We openl

publish our work on the capitals.
Find detailed methodologies and case studies at
Www.yorkshirewqter.com/copitcils.
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8. Developing our
approach to
the six capitals

We have been working with the capitals approach since 2015 and before that we were at
the forefront of piloting ecosystem services assessments (the term ecosystem services is
defined on page 30). The diagram opposite summarises how we have used the capitals to
create a series of assessments, processes and tools that are shaping our strategy, delivery,
governance, and reporting.

In 2015 we were amongst the first globally to apply the Natural Capital Protocol (

); successfully
quantifying and valuing the environmental impacts at a large engineering scheme to
enhance the resilience of Rivelin water treatment works in South Yorkshire. From that pilot
study we saw how we could expand the natural capital approach to include more of the
resources and other factors that are important to our effective decision-making. This led to
the award-winning six capitals assessment that we published in the first Our Contribution
to Yorkshire report and which we have further developed in this latest assessment and
publication.

A notable development is our integration of the capitals into our Decision Making Framework
(DMF); our cutting-edge asset management planning system and process. We used the
DMF for the first time to help optimise our new business plan for the asset management
period that runs from 2020 to 2025. Now, we are embedding its use throughout our day-to-
day planning processes to hel|fo us shape each of our engineering and investment choices.
This Is helping in our efforts to fully consider innovative approaches such as behavioural

rogrammes to reduce water demand and sewer blockages, and for nature-based solutions
ike catchment management to slow the flow in areas of high flood risk.

Pilot test of the Natural Capital Protocol

First total impact and value assessment, focused on 2014/15

B

Corporate
governance

N_ew
business
model

Sustainable
finance
framework
and UK’s
first Sterling

Social value : s
: sustainability,
committee bond

and new
long term
strategy

Revised Board Initial
committees allocation
and reporting report

Decision
Making
Framework
shaped
£4bn+
operations
and
investment
plan

Climate
change risk
valuation
pilot

Little Don
and Burnby
Lane

assessments

Esholt
integrated
resources
master plan

New land
strateg
and tools
for Yorkshire
Water
and sister
compan
KeyLan

Second total impact and value assessment,
focused on the five years to March 2020.

Human and
intellectual
capital
account

Soc‘ial
capital
account

Continuing to embed and mature the capitals approach throughout our
decision-making and reporting
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Continual improvement

Developing the capitals approach is a process of continual learning and improvement.

For us and the growing number of organisations who are working to use the capitals,
ongoing development is working towards the rigour of traditional financial approaches
and seamless integration throughout decision making and reporting processes. We have
made good progress in our latest work, with significant improvement to the depth, breadth
and robustness of our assessment compared to our first Our Contribution to Yorkshire
assessment and report.

We have revised our approach to reflect the latest Corporate Natural Capital Accounting
(CNcA) (https://www.gov.uk/government/publications/natural-capital-committee-
research-corporate-natural-capital-accounting) guidance developed for the Natural
Capital Committee. This provides a framework of assets, flows and values that has helped
us progress from our previous focus on the flow of impacts in a year, to now also considering
the stocks and health (or ‘extent’ and ‘condition’ in more technical terms) of the underlying
assets which enable those impacts. This gives a more holistic picture of the sustainability of
flows into the future and the sustainability of the business and our services given that this
depends on many of these assets.

We have extended the CNCA approach to cover all six capitals. To our knowledge, this is the
first time this has ever been done. To do this, we gathered a more comprehensive set of data
than in our first Contribution assessment, including many new indicators. We addressed
some weaker aspects of the previous assessment through the development of new models
and metrics. Some of the indicators we included in the first version have been removed
where we found them to be immaterial. We have also identified several new indicators that
we have not yet been able to quantify, which will be a focus in future developments. The
specifics can be seen in the Methodology Report available at www.yorkshirewater.com
capitals.

We have established an approach that we can now repeat annually and that aligns with
other six capitals applications we have developed and continue to develop, such as our DMF
and our land management decision making tool. While we still expect some change each
year, this should now be reduced into the finer details.

We focus on our direct impact in this latest assessment because this is where we are most
able to deliver change and where we have best available data. In our previous assessment
we also explored our indirect impact in the supply chain and the wider impact we enable
others to deliver. We will return to consider indirect and enabled impacts once we have
further embedded our comprehensive and mature approach to our direct impact.

20

Ensuring accuracy and transparency

We have taken steps to ensure openness and clarity about the different levels of robustness
in this work because we are sharing latest findings and methodologies from a new approach
that uses innovative analysis techniques and which continues to develop.

It can be challenging to assign economic values to things which are not usually expressed
in monetary terms, and to quantify impacts that are not tangible or in our direct control.

As a result, our processes have used assumptions and estimations. In our work to date we
have prioritised the impacts which we understand to be the most significant. Our figures do
not yet represent the entire ‘value’ of nature, people or society. For example, while we might
express a value to the company of our colleagues’ wellbeing in terms of reduced sickness
rates, this does not reflect the entirety of its importance to individuals and neither does it
reflect the total scope of our business interests or responsibilities.

To ensure openness and clarity in this report, we have:

Worked

Published : Asked for
our data and ?Agggigge?\? independent
Rounded our m_ethodolo?y Used robustness  expert, AECOM, eXpoer:’toGuSrSVL\.:(r)?ECG
final figures so In a report ratings to show to review from DNV GL
as not to imply occshmpanylng the reﬁcbility and  our original Theit renort on
misleading levels i maturity of each  approachand SV TePOT GO
of accuracy. avariaie measure. to support and
at www. found at www.

challenge us in
developing this
further.

yorkshirewater.

yorkshirewater. v
com/capitals.

com/capitals.
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Financial capital is the common way in which society measures something’s value. It
includes those things with a cash value, for example money, stocks and shares. Financial
capital cannot exist without the other five capitals; it is a way of representing parts of the
value inherent in the other capitals. With the dominance of finance in traditional decision
making, it is this partial representation that can lead to unsustainable approaches. This runs
to the heart of the capitals concept for the need to take a broad view of value.

We consider our total impact and value in our new financial capital account by includin

the components of a common measure of financial contribution called Gross Value Added
(GVA). This includes salaries, profits and taxes. We also add other indicators of our financial
resilience including our credit rating, gearing ratio and the proportion of our debt that is
classed as sustainable. We have also identified the potential to add a measure of the ethics
or resilience of our pension funds in future developments of our capitals approach.

For Yorkshire Water, strong financial foundations are critical to our ability to reliably maintain
the region’s public water and wastewater infrastructure and our essential services to current
and future customers and the environment.

For society and the economy, we play an essential role as a large and permanent provider
of essential services, known as an anchor organisation. Water and wastewater infrastructure
underpins the economy and we have further impact throu%h our large supply chain. We also
make a significant and direct financial contribution through the salaries and taxes we pay,
and the profits we generate.

The headline indicators of our financial capital account remained broadly static over the
period 2015/16 to 2019/20. Our gearing ratio started and ended the five year period at around
77% despite total borrowings increasing, which was due to substantial shareholder support
and sensible management of our financial Eosition. We borrowed more to continue investing
in services and infrastructure, which in turn helped increase our overall Regulatory Capital
Value. Our contribution through salaries grew over the five year period and our total tax
contribution increased the last two years while our profits decreased.

Looking ahead, we observe growing pressure from the need to retain affordable customer
bills while also investing to maintain ageing assets, and respond to population growth, new
legal requirements and worsening climate change. Over recent months, the pandemic

has been adding pressure on bill Income and operating costs. We have escalated our

long standing focus on efficiency and innovation in response to these short and long term
challenges.

Transparency and legitimacy remain priorities because we are a privately owned business
delivering essential public services. In response, we increased our public reporting and
disclosures, and closed numerous companies in our group to simplify our financial structure.
We also introduced a Sustainable Finance Framework which is described on page 24.

In the future we will explore the ethics and sustainability of Yorkshire Water’s pension funds
as part of our impact and value assessment. The pensions are held in separate trusts so the
Company's influence is limited, but we hope an analysis would yield useful management
insight we can share and discuss with the independent trustees who govern the pensions in
the interests of all members.

We have embraced our role as an anchor institution in Yorkshire to further grow how we
support the region. We explore examples of how we are growing our social value through the
rest of this document.

Find a full break down of our six capitals financial caloitol account in the Methodology
Report available at www.yorkshirewater.com/capitals. Also find more about our financial
performance and resilience in our statutory Annual Report and Financial Statements
available at Www.yorkshirewqter.com/reports.
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Case study

Our Sustainable
Finance Framework

We fund a proportion of our expenditures through debt in order to spread the cost over
time and keep water bills affordable. In January 2019 we introduced an innovative ‘whole
business’ Sustainable Finance Framework (SFF). All debt raised through the SFF can only be
gllocated to activities which deliver benefits for people (eg sqcial bonds), the environment
(eg green bonds) or a blend of both (eg sustainability bonds). The framework aligns our
financing arrangements with our social and environmental responsibilities and ambitions.

The framework was enabled by our six capitals approach and was one of several measures
we have taken to secure responsible and resilient corporate financial management. We
have also, for example, closed legacy offshore companies, complied with the Global
Reporting Initiative (GRI) Core Standard, and become an early adopter of the reporting
recommended by the Taskforce for Climate-Related Financial Disclosures (TCFD). Through
the framework we also commit to reporting annually on the impact of our investments,
which is enabled through our six capitals approach in this document and the supporting
reports.

At the time of publication, we have raised £850m of finance using the SFF. This equates

to just over 15% of our total debt. In April 2019 we issued our first public bond using the
framework, followed by further bond issues in November 2019, including the first ever Sterling
sustainability bond from a UK corporate. Going forward we aim to raise the majority of our
future financing using the SFF.

Independent assurance is important to demonstrate the integrity of the framework and
the associated impact reporting. The framework and subsequent public bonds were
reviewed by DNV GL who are experts in this field. They agreed that our framework aligned
with the global best practice Green Bond Principles, Social Bond Principles, Sustainable
Bond Principles and the Green Loan Principles. DNV GL have also assured our latest six
capitals impact assessment and this report, with their assurance report available at www.
yorkshirewater.com/capitals.

Find the SFF on our parent company website at https://www.keldogroup.com/investors/
sustainable-finance/sustainable-finance-framework/.
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10. Manufactured

T 5
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What is manufactured capital:
Manufactured capital includes the human-made physical objects that are owned or
controlled by an organisation. Yorkshire Water uses, maintains, and enhances a vast
infrastructure of pipes, pumps and treatment works to provide water and wastewater
services to customers. Manufactured capital also includes a wide range of goods such as
tools and vehicles.
L] ] L]
Why is manufactured capital important? _a
The stewardship of Yorkshire’s water and wastewater infrastructure is essential to the '.9.'
region’s health and prosperity. It is Yorkshire Water’s core duty to efficiently and effectively
use, maintain, and enhance its water and wastewater infrastructure to ensure that
communities and businesses can continue to rely on safe and affordable water and . . I
wastewater services, today and long into the future. Change in Waste going Renewable
asset value to landfill energy generated
We are investing and innovating to reduce waste from our operations to be financially £1.389m 27 000tonnes 166GWh
I [

efficient, minimise environmental impacts and to support resilience. We are introducing
‘circular’ approaches that create new value by keeping resources in continual reuse and
avoidin% the creation of waste. For example, we are an increasingly large generator of
renewable energy from human waste and other under used resources.

What does our assessment tell us?

With an estimated replacement value of over £53 billion, the scale of our infrastructure

is enormous. The graph on the opposite page shows the annual change in the total
financial value of our infrastructure, with the year-on-year growth an indicator of effective
maintenance and enhancement. However, this growth is partly a result of inflation and

the overall position can mask important details in different areas of our infrastructure. For
example, less than 0.5% (approximately 140km) of the water netwark was being repaired or
replaced each year of the last five years, and less than 0.1% (30km) of the sewer network.

To determine the optimal approach to maintenance and enhancement requires detailed
consideration of many factors. There is a balance to be struck between financial and carbon
efficiency, generally achieved by maximising the use of existing assets as far as possible,
while also ensuring reliability and performance by making interventions where and when
necessary. There is also an intergenerational consideration to ensure the fair and optimal
balance of investment needed today and in the future. Careful planning, engineering

and innovation helps to ensure the best overall outcomes for customer service, social
affordability and environmental impact.

Our total energy use and waste Iproduction grew over the five year period covered in this
assessment. The latter was partly a result of improved monitoring and reporting. We made
improvements to divert the majority of waste from landfill and dramatically grow the
amount of waste recovered to generate renewable energy. We explore this further over the

page.
Find a full break down of our manufactured capital account in the Methodology Report
at www.yorkshirewater.com/capitals. Also find more about the nature of our assets,

investments and service performance in our Annual Performance Report at www.
yorkshirewater.com/reports.
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Creating value from
under used resources

The six capitals approach is helping us to embrace circular approaches that grow value
from under used resources. What was previously something to be disposed of, is now seen
as an important resource. We now consistently send less than 1% of our waste to landfill and
we have committed to creating at least £65m of new value from under used resources by
2025. This will be measured using our six capitals approach. We give some examples below.

Turning human waste into renewable energy

We will achieve a transformational milestone in 2021 when, for the first time, we will recover
virtually all our sewage sludge for renewable energy generation and nutrient recycling.
Sewage sludge is what's leftover at the end of our wastewater treatment processes. It is our
largest area of what used to be thought of as waste, previousl?/ disposed of through four
incinerators which we have been able to shut by instead installing anaerobic digestion (AD)
facilities. The digestion process turns human waste into a renewable, low carbon source

of energy that we use to power our treatment works. In 2021 we will complete our latest

AD investment, at Dewsbury treatment works, to further grow our generation capacity by
approximately 6% to around 94 gigawatt hours (GWh) a'year.

Ongoing investment

We see benefits from further growing the amount of renewable energy we generate. This
delivers financial and carbon savings while also improving operational resilience. As well as
trialling cutting edge ways to increase the amount of energy we can generate from sewage
sludge, we are also developing a large programme of new solar power that can be installed
on our land, buildings and reservoirs.

Energy consumption

The movement and treatment of water is energy intensive, with upward pressures from
population growth, climate change and a?eing assets. Over the next few years, new legal
environmental water quality standards will significantly increase our energy use because
they force the addition of new energy and carbon intensive treatment processes. We seek
support for innovative nature-based solutions that can deliver better value with benefits for
the air, land and water environments as well as for customers.

our total energy use reduced from a peak of 679 GWh in 2018/19 to 642 GWh in 2019/20,
although this was still higher than in 2016/17 when we used 624 GWh. Our response to the
weather causes annual variability, with periods of drought and heavy rainfall requiring

extra pumping and treatment of water and wastewater. Most of our energy is used in the
form of electricity with a small proportion from other fuels. We are increasing our focus on
energy efficiency to support our financial efficiency and our commmitment to net zero carbon
emissions.

In 2019/20

We We We We This
consumed sourced generated supplied produced

600GWh 100% 85GWh 15% £13m

of electricity from certified of our own of our own of value for
green energy renewable electricity needs Yorkshire Water
electricity

> [~ O [~ ©

Case study

We have used our six capitals approach to design bold plans for the large Esholt site that
offers many opportunities for reuse of resources including redundant brownfield land,
waste heat and treated wastewater. Offering a great example of sustainable economic
regeneration, the first ﬁhase of work is already delivering financial, social and environmental
benefits, and further phases are progressing well.

— With our partner, Thompsons of
Prudhoe, we have so far (at the time of publicction) processed and sold 395,000 of the
450,000 tonnes of filter media from 13 hectares of filter beds which were made redundant
several years ago. The filter media provides a construction o%gregote that has been used
instead of virgin materials in a range of nearby projects. The five year programme to recover
the filter media and beds is expected to complete in 2021 and has successfully turned a
£20m disposal liability into a financially and environmentally positive approach.

— We have been engaging with the local
authorities, communities and other stakeholders about our proposal to build 150 exemplar
homes and Im square feet of innovative employment space that will have ultra-low water
and energy use. These will be built on the brownfield land mentioned above, and also on an
area of redundant storage tanks. Our sister company, Keyland Developments, is leading the
work and hopes to secure planning permission in early 2021.

— Our plans for the site extend even further, with future phases of
work being developed with various potential partners. For example, an old stately home
could be brought back into use and areas for nature and recreation could be enhanced
through links with local charities to offer new training and development opportunities along
with support for physical and mental health.

Our vision for sustainable housing at Esholt
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11. Natural capital

What is natural capital?

Natural capital is the stock of environmental resources that people manage, use, and
depend on. We all benefit and rely on a wide variety of ‘ecosystem services’ that nature
provides. These services can be considered in four categories:

Regulating
services such
as carbon
absorption to
regulate the
climate.

Cultural

Provisioning ' .
services suc

services such as

Supporting
services such as
soil formation
and nutrient
cycling.

as recreation,
tourism, and
spiritual value.

water, food, and
timber.

Why is natural capital important?

Public water services fundamentally rely on water and other resources from nature, and also
have substantial impacts upon it, both positive and negative. Our core duties involve taking
water from the environment to supply customers, moving wastewater out of harm'’s way and
treating it for safe recycling back to the environment. The transport and treatment of water
and wastewater relies on large amounts of energy and chemicals produced from different
forms of natural capital, and results in a large carbon footprint. Our pipes, pumps, and other
equipment are all made from materials taken from the environment.

Yorkshire Water is a large landowner with an estate covering approximately 28,000

hectares. We own and manage this land with our farm tenants and other partners to

rotect sources of water while delivering other benefits for flood management, recreation,

arming, wildlife and carbon storage. We also work closely with many other landowners and
influencers as we don't own most of the land from which we source water for public supplies.
Understanding how natural and human landscapes, habitats and processes interact, and
how we can preserve and enhance them for future generations, is vital for the sustainability
and resilience of our business.

What does our assessment tell us?

Our environmental impact was generally stable and improving over the five year period to
March 2020, with annual variability. Over the last two years, many indicators in our natural
capital account show we are more effectively protecting different aspects of the water
environment. For example by reducing the water lost through leaks in 2019/20 we were
able to reduce the amount of water we needed to abstract from the environment. We also
grew the area and effectiveness of the land we are conserving and enhancing. We sharply
reduced our operational carbon footprint.

Despite this improvement, we recognise that much more action is needed by us and others.
We continue to grow the scale and pace of our programmes and partnerships to help
restore and protect the natural environment on which we rely for our water services and
many other needs. We are also championing national policy change to help us and others
go further by using holistic approaches, like the six capitals, to help avoid the unintended
consequences of a current legislative imbalance that drives improvements in the water
environment without sufficient consideration for other environmental and social priorities.

We have advanced our natural capital account with new measures. For example, for the first
time we have estimated our biodiversity ‘units’ and the area of our land providing benefits
for water quality regulation, flood regulation and pollination. We are working to further
address remaining gaps and areas of lower confidence.

We explore priority aspects of our natural capital over the following pages and the full
account can be found in the Methodology Report at www.yorkshiréwater.com/reports.
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Water use and
efficiency

Leakage

Reducing leaks from our network and
customer-owned pipes plays a critical
role in securing resilient water supplies
for Yorkshire and supports our credibility
in helping customers to use water wisely.
We have escalated our focus on reducing
leakage over recent years by growing our

Water is essential to life and this precious resource is under increasing pressure from climate
change, population growth and pollution. Careful management is needed to reliably source
enough water for the needs of society without damaging nature and with minimum carbon
emissions. Yorkshire Water currently takes approximately 450 billion litres of water each year

from a mix of boreholes, rivers and reservoirs to provide the public water supply.

We complé with permits
governed by the
Environment Agency (EA) to
protect habitats and wildlife,
regularly reviewing limits
and standards to improve
environmental protections.
Carefully managing water
sources and dramatically
improving water efficiency
in our operations and across
society is critical to the
resilience of water services
and wildlife.

To help

By all usin? less water we
can reliably supply the
growing population in the
changing climate without
taking more from the
environment.

ut these

huge figures in
context

A bath holds

around 80 litres of
water.

Sourcing water supplies

From 2018/19 to 2019/20 there was

An Olympic
swimming

ool
holds 2.5m litres.

The Royal Albert

Hall could store
over 86m litres.

teams of leakage inspectors and trialling
monY innovative techniques including
satellite detection technology, for example.
We have installed thousands of extra
sensors on the water network to help us
identify, avoid and fix leaks more quickly. Our
approach has helped us reduce leakage to
near lowest ever recorded levels in 2019/20
and we have plans to go much further over
the coming years. This Is a strategic priority
because over 20% of water abstracted
from the environment is ultimately wasted
through leakage.

Our economic assessment estimates

the impact of this level of leakage costs
approximately £560m per year. This value is
determined by the amount our customers
said they would be willing to pay to reduce
leakage.

Per Capita
Consumption (PCC)

PCC is an indicator of society’s overall
water efficiency. It is the technical term for
the average water use per person. PCC

a reduction in water abstraction of in Yorkshire is amongst the lowest in the

approximately 18 billion litres of water. country and continues a general trend of

The overall trend for water abstraction is reduction in recent years after decades

reported as stable over the five-year period 5= of growth, albeit with a slight increase in

as this included an upward trend to 2018/19 =3 2019/20 compared to the previous year.

that was followed by the drop in 2019/20. g >

This drop was in part achieved by reducing - 0 Yorkshire Water helps customers to save

water lost through leaks, as shown opposite. o water by providing a wide range of advice,

Levels of water abstraction also change gg services and water saving devices. In

each year in response to consumer demand 29 the past we used national guidelines to

which'is influenced by the weather. co measure the amount of water saved from

Our estimate of the overall economic impact :ég ggﬁe(;ggtrggg;\c(e]?t'eﬂ?:v beé/gg%vee CGI:—:teorret\élg\sNemg

of abstraction shows an increasing net Mo guidelines were overestimating the savings.

positive position over the five year period, © N o2 2 We will share more data on the impact of

P Recrthe Ahandial Meome ganeratod for EEgEge RUTUTS OPCS MY GECUTBLS GPATOOGRGS rd.
: . © © o o !

Yorkshire Water and the environmental cost. S &8 & &R available.
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Returning water to
the environment

We collect and treat around a billion litres of wastewater every day, maintaining and
enhancing over 600 treatment works and a vast public sewer network to play our part

in reducing the risks from flooding and pollution. Extensive investment has upgraded

the region’s wastewater treatment works and sewer overflows to improve the quality of
Yorkshire's rivers and coasts, thereby better protecting river life and amenity value. We
continue to invest and are working with customers and a wide range of organisations to go
much further because many pressures continue to face Yorkshire’s water environment.

Compliance with
discharge permit
requirements

To protect the water environment, the EA

set minimum standards on what we and
others can discharge. At our wastewater
treatment works we consistently maintained
compliance protection standards at over
97% across the five year ﬁeriod, with a slight
reduction from 99.1% at the start of the
period.

We are continually investing to maintain
and further improve this performance.
Permitted compliance standards are

reviewed regularly to strengthen protections.

For example, significant investments
over the next few years will reduce levels
of phosphorus from many of Yorkshire’s
treatment works.
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Pollution incidents

Programmes of operational improvement
and infrastructure investment have
delivered a declining trend in the total
number of pollution incidents from our
activities since 2016. However, the number
of the most serious incidents was higher in
the last two years of the five year period. We
responded to this dip in performance with
a new reduction plan and extra resources.
This helped deliver improvement in 2019
and latest incident numbers show further
progress in 2020 with 3 serious incidents

and an overall total of 130 incidents, subject
to final regulatory confirmations. We have
plans to further reduce incidents over the
next five years and we want to consistently
achieve zero serious incidents.

Our assessment suggests the economic cost
of the incidents in 2020 was £31.5m.

Improving Yorkshire’s
rivers and coasts

Between 2015 and 2020 we invested through
a wide range of activities to improve and
better protect almost 500km of river. For
example, we enhanced the treatment
capabilities at many wastewater works
and improved numerous overflows on the
sewer network. Our economic assessment
suggests this activity has a positive

impact worth £63m in 2020. This figure
represents the recreational value of visitors
to Yorkshire's rivers, as well as the broader
environmental value.

Following the completion in 2015 of a £110m
improvement programme, the water quality
at nearly all of the region’s 19 bathing
waters was consistently better than the
minimum legal standard over the five year

eriod. However, the data shows annual

luctuation and some deterioration. We
continue to invest and work in partnership
with stakeholders to maintain and improve
coastal water quality.

One bathing water was declassified by the
Defra during the period because it is not
used sufficiently to be considered a formal
bathing water.

Looking ahead, the River Wharfe near likley
in Yorkshire has recently been classified as a
bathing water, the first inland bathing water
to be classified in the UK. We will explore this
further in our future assessments.
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Land, soil and
biodiversity

Biodiversity means the variety of life. It is critical to people’s health and wellbeing and the
resilience of communities and economies for the services and resources to air, climate, food,
water and more. Yorkshire Water has an important role to play in protecting biodiversity in
Yorkshire through the way we manage land and water systems. Having explored several
aspects of our impact on biodiversity in the water environment over the previous pages,

Hectares of land conserved
11,470

or enhanced

11,480
o0 |
11,800

2015/16
2019/20

201718

here we focus on the impact of our approach to land management. We also consider the
carbon emissions associated with our estate on the next page and the value of access for
recreation on page 6.
and enhanced
We deliver a wide range of programmes
to protect and restore our 28,000 hectare
estate and other land across Yorkshire.
We lead our own programmes and have
a long history of working in partnership
with others to increase the many benefits
to water services and wider society. To go
even further we recently established the
Yorkshire Land Network with many other land
owners and influencers. The graph opposite
shows that the total area of land in our
conservation pro%rammes grew by over 300
hectares during the five year period. Having =
recently developed a new land strategy we ©
have been expanding our programmes in o
order to ensure continued improvement. N
SSSis are formally designated for their ecological importance. Yorkshire Water owns
approximately 11,300 hectares of SSSI, much of this is peat upland that is iconic in the
Yorkshire landscape. Natural England monitors the health or SSSIs, assessing them on a
scale from ‘favourable’ to ‘destroyed’. Aimost 96% of our SSSIs remained in the ‘unfavourable
recovering’ cotegorgl throughout the ﬁvegear period. The proportion in ‘favourable’ status
rew from 2.67% in 2015/16 to 4.01% in 2019/20. The 0.35% in ‘unfavourable declining’ status at
the start of the period was reduced to just 0.03% in 2019/20. Natural England have recently
been reviewing and strengthening how they assess and classify the health of SSSIs, which we
will explore in our next imﬁqct and value assessment. It is a priority of our new land strategy
to deliver substantial further improvement as this supports water quality, carbon storage
and many other benefits.
L] L] L] L]
Measuring biodiversity
The varied and complex makeup of biodiversity makes it hard to measure. To address a
known gap in our previous six capitals assessment we have used a new national measure
to estimate the overall biodiversity value of our estate. Using the Biodiversity Metric 2.0 and
best available land data, we estimate the biodiversity value of our estate grew each year of
the five year period, from 352,034 biodiversity units in 2015/16 to 354,610 units in 2019/20. We

Area of land conserved
Sites of Special Scientific Interest (SSSI)
estimate the economic value of that growth was worth approximately £7m each year.

Biodiversity Metric 2.0 has been developed by Defra with input from a variety of
organisations to account for gains and losses resulting from develo?ment or changes to
land management. This is a new and evolving approach that we will support and apply to
help monitor the biodiversity impact of our land strategy. We are also improving the quality
of land-related data to help inform our reporting and management choices.

We have introduced measures of the benefits of several land-based ecosystem services,
including the regulation of flood risk and support for pollinators. Going forward we will further
develop these metrics and data to help better monitor and manage these impacts.
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Case study

We work on our estate and across Yorkshire with farmers and environmental organisations
to help move to more sustainable ways of managing land that produces healthy food while
also protecting water and wildlife, storing carbon and enabling recreation.

In 2015 we started an innovative programme to develop a new and collaborative approach
to farming that protects and grows the many benefits delivered for a farm business, for
Yorkshire Water and for society. We have matured and grown the programme to nine
Beyond Nature farms covering nearly 5,000 hectares of our estate, and we continue to
expand the approach with more of our tenant farmers.

Starting at Humberstone Bank Farm, the programme has better protected peatland SSSIs,
created new wetland and woodland, and new collaborative space for local communities.
The programme has been so successful it won the Land and Rural category of the Royal
Institute for Chartered Surveyor’s (RICS) 2020 Social Impact Awards.

While the above programme is currently focused on our estate, we also work with other land
owners. We are collaborating with Birds Eye, Future Food Solutions, and Hull and Teesside
universities on the Sustainable Landscapes Humber Project. This initiative is helping farmers
to ggow cover crops in the period between harvesting and sowing to improve soil health and
carbon storage. Trials have shown the plants can increase soil organic matter by up to 40
tonnes per hectare, which can store over four tonnes of atmospheric carbon per year. As soil
organic matter has fallen by 50% over the ﬁost 60 years, using cover crops to restore these
levels can improve soil health to improve the resilience of the farm and the environment.

The catchment around Baitings reservoir




Carbon emissions

The UK water sector is playing a leading

role in reducing carbon emissions because
affordable and resilient water supplies and
flood management services fundamentally
rely on a stable climate. Delivering our
services is traditionally carbon intensive
because of the energy required to move
and treat water, and the concrete and other
resources needed to maintain and improve
our pipes, pumps and treatment works.
However, we and other water companies
have dramatically reduced emissions and
have bold commitments to go much further.

Our operational footprint

We have reduced the carbon footprint of our day-to-day operations by around 80%. We
describe on page 28 how we have transformed the way we source energy to reduce the
largest source of our emissions. We have invested in new technologies that help us generate
around 15% of our own energy needs by digesting sewage sludge. We buy the rest from

only certified green energy providers. We estimate the carbon avoided through our energy
improvements was worth approximately £40m to society in 2019/20.

We use the term ‘carbon’ as
shorthand for all greenhouse
gasses, measured as carbon dioxide
equivalent (CO,e). 1,000 tonnes of
carbon is known as a kilotonne (kt)

and is about the same as driving
about 3.6 million miles in an average
car. That's the same distance as
going to the moon and back
seven times!

The graph shows how we monitor our operational emissions using two good practice
approaches. The market-based approach recognises our overall position including the
reduced emissions we enable by buying only green energy. We have started measuring and
reporting the market-based approach to carbon accounting for the last two years, having
introduced a green energy purchasing approach. The location-based approach uses the
average emissions of national electricity supplies, recognising the value of reducing energy
use regardless of how it is generated.

In 2019 we committed to achieving net zero operational emissions by 2030. To achieve this,
we have escalated our focus on all our sources of operational emissions, including:

+ Exploring how we can reduce our energy use and further grow our renewables,
including the installation of solar panels across many of our sites.

+ Switching our fleet to low carbon options, including electric cars and vans. We are
also the first water company to install hydrogendpower in a water tanker to test feasibility
for heavier vehicles where more power is needed.

« Trialling alternative approaches where we use gas oil and other fossil fuels.

+ Researching how to better measure and reduce the emissions from our biologicall
treatment processes which are currently less well understood.

« Embedding carbon throughout our decision making processes and reporting.
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Storing carbon in our land

Expert consultants recently helped us to create a cutting-edge accounting and modelling
tool to help us monitor the carbon emissions across our estate. We estimate a baseline
stock of more than 13,000 kilotonnes of carbon in our estate today. We also used the tool to
estimate that latest changes to our estate enabled a net increase in carbon storage of 9.7
kilotonnes in 2019/20, with a social value of about £2.8m in the year.

We will use this new insight to shoﬁe our land management choices so we can grow the
amount of carbon we store. With the help of volunteers and environmental partners we have
now planted nearly 250,000 of the million trees we pledged to introduce by 2028. We also
continue our long standing programmes to support protection and restoration of Yorkshire's

eatland. Activities like these are not only good for carbon but also achieve wider benefits
or water quality, wildlife and flood risk.
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Case study

Investing to maintain and enhance Yorkshire’s water infrastructure results in a carbon
footprint from the materials used, especially concrete and metals. We call this capital
carbon. To help monitor and reduce the impact of our investment choices we have
integrated carbon into our main asset mana%ement planning system and governance
process. We continue to mature and fully embed a culture of carbon decision-making
and have recently completed independent assurance that our approach follows the best
practice Publicly Available Specification (PAS) 2080.

Our approach to capital carbon is helping us go further than the traditional focus on only
operational emissions, but capital carbon is more complicated to record and reduce
because it is less in our direct control. Much of the activity is carried out in our supply chain
by a wide range of organisations and strict legal requirements have a strong influence on
the scale and pace of our infrastructure improvements. Capital solutions can also reduce
or increase long term operational emissions by locking in energy or chemical intensive
approaches.

We observe a bias in legislative requirements that has delivered significant improvements
in the water environment at the expense of the atmospheric. We seek to lead by example
and work collaboratively and innovatively with the government, regulators and suppliers

to achieve the optimal balance between social affordability of water services, protection

for the water environment and carbon reduction. For example, we have been required in

our new investment programme to reduce levels of phosphorus found in treated sewage
effluent. The strict standards and compliance deadlines will make it hard to avoid traditional
approaches which are concrete, energy and chemical intensive, and financially expensive.
With collaboration and innovation we think there are alternative approaches that would
deliver much greater value on all fronts.

We estimate that taking a ‘business as usual’ approach to our new five year programme will
create approximately 745 kt of capital carbon. However, we have set ourselves a target to

reduce this by at least 23% by being innovative. The PAS2080 carbon reduction hierarchy is
helping guide our approach.

Carbon reduction hierarchy

Build nothing

Build less
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An example approach to secure water
quality in the town of Hessel

Nearly 17km of water mains in the town
of Hessle needed attention following
concerns about discoloured water
supplies. A traditional approach would
be to replace the mains, however we
\évere instead able to extend the life
of the existing pipes by using a spra
lining techn?qlacleowhic% ovo?ded I?hey
need to dig trenches along the route
of the mains. This reduced the capital
carbon from 674 tonnes to 206 tonnes.

T %y b | = £ ?
An indication of the scale of our infrastructure -

We were able to go even further by
taking a total expenditure (totex
approach that blended capital and
operational interventions. By only lining
the biggest mains and introducing a
pipe flushing routine in the area we
were able to protect water qualit
for customers and further reduce the
capital carbon from 206 tonnes to 36
tonnes. This combination of options
achieved a total saving of 638 tCO,e
from the traditional solution.

installing huge new pumps at Bransholme Pumping Station in Hull




12. Human capital

What is human capital?

Human capital relates to people’s wellbeing and the value they bring to society. For an
organisation, human capital encompasses their workforce’s health, productivity, and
experience. Human capital is not ‘'owned’ by an organisation, but essentially ‘leased’ in
exchange for salaries and other employment benefits. Human Capital is closely related to
Intellectual Capital, which we examine in the next section.

While it can be useful to monetise the value of human capital to help inform decision making
and the business case for investment, this is not about seeing people as a commodity. Quite
the opposite, by understanding the value of human capital and the things that affect this
value, more effective action can be taken to protect and grow people.

Why is human capital important?

Our people are the heart of Yorkshire Water: without them we would not be able to function.
Ensuring that we have a safe, healthy, and skilled workforce is essential for us to continue
ﬁroviding our services. Additionally, as a large employer in Yorkshire, our approach to

uman capital has a role to play in social cohesion and we are committed to increasing our
diversity to more closely reflect the society we serve.

Assessing our human capital helps us to understand and manage risks and opportunities
presented by factors such as an ageing workforce, sickness rates, and diversity and inclusion
programmes. We have of course been considering and managing these matters for many
years. However, through our work in this area we have now been able to value issues and
interventions to aid our decision making. This has helped shape our new corporate ambition
‘to put people at the heart of everything we do'.

What does our assessment tell us?

The value of our human capital increased over the five year period to April 2020. The overall
size of Yorkshire Water’s workforce grew from 2,451 to 3,480 colleagues through a mix of
external recruitment, insourcing of contracted services and restructuring within the Kelda
Group of companies of which Yorkshire Water is the largest part. This growth created high
quality roles for job seekers, and training and promotion opportunities for colleagues, as
well as fresh energy and perspectives for business performance. For example, there was
expansion of our leakage team and an annual intake of apprentices. There were also
significant levels of staff turnover which has benefits to a point but can cause a net cost
to the business from lost skills, experience, and recruitment needs. This is one the biggest
factors in the economic value of the Performance and Development theme in the graph
opposite, along with costs of wage inflation/deflation.

Our performance management remained strong, for example with high levels of colleague
engagement and all colleagues receiving at least the Living Wage. A company-wide and
long-term escalation of focus on health, safety and wellbeing was introduced at the start
of the five year period following a tragic fatality. Relative to the size of the workforce, rates of
both injuries and sickness absence showed overall improvement until a dip in 2019/20. New
plans and targets have been agreed to drive further progress in supporting physical and
mental health, and reducing the risk of accidents.

The workforce became more diverse over the five year period with a higher proportion of
colleagues now coming from a Black, Asian and Minority Ethnic (BAME) background, and
including growth in senior roles. However, we know there is more to do as our workforce,
including our Board, remains under-represented for both women and ethnic minorities.

We explore priority aspects of our human capital over the following pages and the full
account can be found in the Methodology Report at www.yorkshirewater.com/capitals. Also
find more detail in our Diversity Report at https://www.yorkshirewater.com/careers/working-
for-yorkshire-water/diversity-inclusion/ and discussed on page 48.
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Occupational health,
safety and wellbeing

Sickness absence

The total number of recorded sick days
shows annual fluctuation and the overall
rate of sickness absence is relatively low. We
suspect our current reporting fails to capture
an accurate picture and we have recently

o)
O
C
w3
introduced new systems to help us improve g*-g
this. In the next assessment we can explore To
the impact of Covid-19 on sickness absence. 39
‘0 ©
The annual cost of sickness absence grew ..gg
Our first priority is always people’s safety and wellbeing. The spread and complexity of over the period, and was estimated to be N7
our operations presents a range of challenges, including both high-hazard activities £11.2m in 2019/20. This figure is calculated 25
that present a risk to a life, and other activities that can contribute to chronic illnesses based on an estimate of the human and c
and mental health problems if poorly managed. We take a highly proactive approach to financial cost of each incident. This includes 50
reducing risk through a comprehensive occupational health and safety improvement plan. the productivity costs incurred by Yorkshire Z.O.
Our approach is underpinned by ten Life Saving Rules and a continually evolving programme Water as a result of staff absences, the loss ~ p °
of colleague engagement to keep safety front of mind for everyone. of wellbeing to the individuals who are sick, © = ® = 1
and the wider societal costs such as those Iy © = ) o
incurred by the NHS in dealing with any o o o o 5
° ° illnesses. N N N N N
Injuries
The overall number of injuries resulting in °
time off work increased Jshcnrply irf1 2018/20 HeCI Ith a nd Wel I bel ng
having shown strong reductions following a
fundagr’nentol reviewgond escalation of ogr pl‘og rammes
approach in 2015. We started measuring .
a Lost Time Injury Rate per 10,000 working Beyond our ongoing focus on safety, we o
hours in 2017/18 to enable annual and have also been growing our investment in £7
external comparison. The rate reduced colleague health and wellbeing. We have g Fole)
in 2018/19 followed by a small increase in introduced a range of measures for both b= 353
2019/20. It is a priority to further improve this D muscular-skeletal conditions and mental o z£2
performance and we have recently reviewed 00 health which our data shows are common £ ¥ To0
and refreshed our plan and targets. 5 > Issues In our Worqurce, and some of our (= £ £ 17} = 21=3
€3 largest causes of sickness absence. For = = S < 3370
We estimate the cost of injuries was £0.7m « c example, we have been training colleagues . o o < EE
in 2019/20. This figure is calculated based on o in mental health first aid for several years < 3 (=) c9c
an estimate of the human and financial cost f3s with positive and powerful feedback from o b4 0 _8 oo
of each injury. This includes the productivity € attendees. o m £ cE0
costs incurred by Yorkshire Water as a result 59 «o © 238>
of injuries to our staff, the loss of wellbeing zZa We have therefore mandated this course nw<<a
to the individuals who are injured, and the ¢ e for all our managers. The value generated e

wider societal costs such as those incurred
by the NHS in dealing with any injuries. For

further information see: https://www.hse.gov.

uk/economics/eauappraisal.ntm.
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Diversity and
inclusion

We're committed to providing a diverse and inclusive working environment which reflects

our diverse customer base. We believe that an innovative and effective equality and

diversity strate%y is essential to strong business performance and we recognise the impact

of our approach as a large employer in Yorkshire.

Over the page we describe our Diversity Report, and provide a link to it. Below, we explore

some key headlines and the related findings of our latest impact and valuation assessment.

Gender

Overall, most of our
workforce is male with

a historical dominance
of long-serving roles in
engineering and technical
operations. The average
masks variability across
different teams, with

a higher proportion of
women in our back-office
functions and contact
centre. We are keen to
improve the gender
balance of our core
operational teams.

The mean and median
gender pay gap has
steadily reduced since
2017. This improvement
can largely be attributed
to a steady change in the
profile of our workforce
with a growing number

of women in higher paid,
more senior positions.
While the number of
women in senior roles has
increased, the proportion
of women on our Board
has approximately halved
over recent years and

this is something we have
targets to increc?se. In 2019/20 our mean gender pay gap turned

i favourable to women, improving to
We estimate the mean -0.5% from 1.5% the previous year.

% of workforce that is female

2015/16
2016/17
2017/18
2018/19
2019/20

ender pay gap was
glosed ir'? 201%/50.
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» Statutory directors

e All
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(] (] E o\o
Ethnicity g > 2
Based on data from those 8 8’
colleagues who have o 5
disclosed their ethnicity, the k>, ° 2 =
proportion of Black, Asian s 9 s o .
and Minority Ethnic (BAME) = B kel
colleagues has grown in 5 =5
our workforce and senior \, <w»
leadership over the five ° °e
year period to 2020, albeit © ~ © 22 g
with annual variability. None = S = & >
on our Board disclose their = S 5 s S
ethnicity as BAME. 3 13 3 13 ~

Overall, we see lower BAME representation in our workforce
than the re%ional average and in those cities where v;/e have
our main offices. According to the 2011 census, 11.2% of the s
Yorkshire region in BAME. H%Wever, there is a wide variability et:‘nn;fét u'\)lgnrgaabﬁe";’trgw
at a more local level, with 32.5% of the Bradford population i T
being BAME, 16.3% in Sheffield, 15.0% in Leeds, and 5.9% in Hull. to -8.8% fro'm 23.3% tl'?e
We voluntarily report the ethnicity pay gap in our workforce. . reovious T °
This has reduced since we first estimated it in 2018, with the P year.
mean now —8.8% and the median gap is 2.1%.

In 2019/20 our mean

Data quality

Showing an accurate picture depends on having high quality comprehensive data. Our
gender data is mature, but our ethnicity data has some gaps in declarations, although is
stronger than many organisations. We have poor data on many other aspects of diversity
and inclusion, such as religion and belief, sexual orientation and gender reassignment. For
example, our disability declaration numbers are lower than national estimates while our
occupational health data suggests we have a much higher instance of disability in our
workforce.

We have recently implemented a new system to help improve the data over time, but we still

need to make it easier for colleagues to declare diversity. Especially as the data we do have
shows we need to make significant improvements if we are to achieve a truly diverse and
inclusive workforce.

Improvement action

In addition to a focus on improving our data and reporting, we have also:

+ Offered internships and work experience in ﬁartnership with organisations who support
those with varying needs, such as The Lighthouse Trust who help young people with
autism.

« Run leadership programmes for female and BAME colleagues, receiving positive
feedback. Having recently launched the fifth cohort of the women's leadership
programme, 60% of participants have progressed their career through a promotion or
sideways move.

+ Identified ways to make our recruitment processes more inclusive, including the need to
improve how we engage local communities.

+ Committed to the Social Mobility Pledge, along with all the English water companies.
+ Worked with a Diversity & Inclusion Steering Group of colleagues from across the

organisation to help us engage colleagues, celebrate diversity and shape relevant
policies.
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Case study

Diversity report

In December 2020 we published a second
Diversity Report on the nature of our

workforce and how it compares to the

communities we serve. Thg goes beyond WOrkplqce
legal requirements for gender reporting to o o

also share our ethnicity pay gap and data DlverS|ty

on the gender, age, disability and ethnic
profile of our colleagues, where they have
declared it to us.

In publishing this report we want to

let the data speak for itself while also
engaging openly with our colleagues, the
communities from whom our workforce

is derived, and with other stakeholders.

We have been talking with other large
employers in Yorkshire, such as the NHS,
education bodies and local authorities, to
align our efforts to improve the diversity of
our workforce and ensure we are working
collaboratively. For example, we are part
of a group of emgloyers in Leeds that have
committed to publishing diversity data in
a common format. In the future, it should
be possible to show a city-wide position

of the employment profile of the city’s YorkshireWater
largest employers, supporting collective

improvements.

We currently have a set of diversity objectives which are set out in the report. Part of the
purpose of openly sharing our diversity report is to help us ensure that these objectives are
the right ones and that they meet the expectations of colleagues and stakeholders. Once
we've completed that dialogue we'll commit to a new set of objectives and then publish
our progress against them on an annual basis. In the short term, our priority continues to be
improving our data so that next year’s report shows an even more comprehensive picture.

Find our gender and diversity reports at:
www.yorkshirewater.com/careers/working-for-yorkshire-water/diversity-inclusion/.
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13. Intellectual capital

What is intellectual capital?

Intellectual capital is knowledge and information: our people’s skills and know-how, the
data and information we manage and generate as an organisation, and the technologies
and innovations that we use and share with society. Intellectual capital is closely related
to human capital, since knowledge, skills, and experience are often characteristics of, or
‘owned’ by, individual people. However, it goes beyond our employees, and includes the
intellectual capital we share outside of the organisation through information disclosures,
partnership working, investments in research and development (R&D), and education
programmes.

Why is intellectual capital important?

We maintain, advance, and deploy our knowledge through our people, systems, and
processes in order to deliver efficient and reliable water and wastewater services.
Furthermore, we are continually improving{(our ways of working and ﬁndinig quicker, cheaper,
or better approaches to save money and keep bills low for customers while delivering and
improving the service we offer.

What does our assessment tell us?

Our assessment shows positive performance on the aspects of our intellectual capital we
are currently able to measure. We have substantially increased the volume of information
we are sharing publicly. We have also grown our involvement in partnerships and our role in
public education on the value of water and the environment. We have invested significantly
In technology and innovation, for exomEIe bK installing large numbers of remote sensors in
both the water and wastewater networks to help us better manage leaks and blockages.
We have also grown the amount of training and development we have delivered for our
colleagues.

In our latest assessment we reviewed and expanded our intellectual capital account with a
range of new measures, such as a focus on our deployment of latest ‘smart’ technologies,
for example. We want to go even further because we recognise there are still gaps in this
account, for example we want to develop measures to help us better understand the
efficiency and maturity of our processes, and the value and impact of our investment in
innovative technologies. We are monitoring external developments as the understanding
and measurement of intellectual capital continues to develop internationally.

We explore several aspects of our intellectual capital over the following pages and the full
account can be found in the Methodology Report at www.yorkshirewater.com/capitals.
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Education, training
and development

A range of ongoing and evolving programmes help maintain and promote the knowledge,
skills and behavioural change that support the safety, efficiency, quality and resilience

of our operations and essential services. This includes technical and leadership training,
development for our colleagues and also engagement activities with customers to raise
awareness of the importance of the water environment and how we can all protect it.

Colleague training
and development

The total number of hours our employees
spent in training increased considerably

as we spent more time and resources
supporting and training our workforce. The
figures are likely to be an under-estimate
as they include only training logged in our
learning management system, and are
therefore missing more informal and ‘on the
job’ training and development.

Employee hours
spent on training

We estimate the value of this training to the

Company, our people and society has also

grown over the period, reaching £20.9m in
019/20.
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Public education

We have grown the numbers of people
we are engaging with about the water
environment and how to better protect it.
This data includes the direct engagement
activities we undertake at our education
centres, in schools, and with community
groups. Feedback from parents, teachers
and pupils is nearly always very positive.

Further education value is achieved
through communication campaigns to
save water and use sewers appropriately.
We will look to add this into our future
assessments to provide a complete picture.
To better demonstrate quality and depth
we have started to measure the hours of
engagement received.

Our assessment suggests the value of

our education activities grew to £0.5min
2019/20. This presents a strong payback

for the investment we make to deliver

these activities, with approximately a 3to 1
return. We have plans to grow our activities
further in the period to 2025 as we know
consumer engagement is an important part
of securing the long-term affordability and
resilience of water and wastewater services.

Number of education

participants
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Case study

Delivering water
education through
Covid-19

Traditionally our public education
programmes have been delivered at our
specialist centres, and in schools and
community groups. Visitors learn about the
value of water through a range of activities
including site tours, interactive journeys
through the water treatment process, and
guided experiments and games. Visitors
also learn about the process to supply

and recycle water, and ways they can play
their role in using water and sewers wisely.
Whilst our visitors range from 7 years old
to 70 plus, we focus our programmes on
primary school children by offering free
visits that support the national curriculum
at KeyStage 2.

Our normal face to face approaches were

greatly restricted through the pandemic

so our education advisors had to rethink

how we could achieve the same learning

outcomes in a different way. We embraced

latest technologies and launched a range

of online education resources, including

lessons covering a suite of water-related

topics for primary students, and virtual

career talks for secondary schools and

colleges. When circumstances allowed, we

delivered new family focused environmental -
workshops outdoors at our Tophill Low Teaching about the water environment at
Nature Reserve, with great feedback Tophill Low Nature Reserve

received from those who took part.

Our series of online lessons, which are delivered via YouTube, have been designed for
teachers whose pupils are at home or in school. The lessons include pre-recorded videos
filmed at our operational and catchment sites across Yorkshire, along with teacher
guidance, student worksheets and extension activities. We also offer the direct support of
our education advisers to those schools registering to deliver the classes to their students.
Our team can provide advice and further information on the lesson topics and detailed
information about Yorkshire Water. They can also take part in live or recorded student
question and answer sessions.

These new resources have been supplemented by a series of social media education ‘shorts’
that have had views totalling over 23,400 hours and which have consistently over performed
the benchmark engagement rates. Our education team have also been able to participate
in water themed virtual events, both regionally and nationally.

We are keen to welcome back visitors to our education centres so they can see the scale
and complexity of the treatment processes for themselves, when and where we can operate
safely. In addition, our new digital learning tools add to our suite of education resources to
herl]p us reach new and more diverse audiences by giving more options for teachers and
other users.




Innovation, data and
technology

Research and
development (R&D)

The levels of investment in R&D reduced over
the five year period but started to increase
again in 2019/20. It is important to note

that this focuses on the main area of our
investment, led through our innovation team,
and may not capture other R&D activities led
in other parts of the business.

In our assessment of the impact we
estimate the benefit of this investment,
which shows a strong rate of return. Based
on our internal calculations, we estimate
that every £1 we invest in R&D produces a
further £4.60 in value to our business and
customers through improvements in our

R&D investment

o
o
—
10
—
o
N

In 2019/20 we spent £4m on
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2019/20 YD

R&D generating a return on

service delivery and through efficiencies investment of £14m

and cost savings — allowing us to provide a
better service more efficiently.

It is an ongoing task to make the most of rapidly evolvincf:] technology and other forms
of innovation, and also to lead and support new areas of innovation. Like all aspects of
intellectual capital, this is a critical part of securing high quality and affordable services for

the long term. Below we examine a few priority measures of our impact and value in this

dreaq.

Openly sharing

e
[ ] (] c
|nformqt|on 6 We have substantially increased our g
"{'_; investment in latest technologies to help o
Following our commitment to be ‘open € support the efficiency and quality of our 7
by default’ we have voluntarily published = operations. For, example we installed over g
an increosin% number of information 2 40,000 sensors on the water and wastewater £
disclosures through our partnership with £ networks in 2018/19 and 2019/20. This greatly >
Data Mill North. For example, we shared %2 improves our ability to monitor and manage 9
millions of lines of data on leaks from our 53 the networks in our efforts to reduce leaks, 5
network. .¢E:_o supply interruptions and pollution incidents. £
o
We see value in encouraging wider scrutiny 3.2 E E These figures show our main investment in 8
to help hold us to account and to enable Z7T maintaining and enhancing our software =
fresh Innovation. We have not yet been able e E 22273 and hardware. We have not yet been able to e 222
to estimate this value in economic terms, ) D estimate the six capitals value and impact ) P
but this is an area we hope can be improved © © ©0 o 5 of this investment, but this is something we © © ©6 o 5
in future assessments. N N & a4 will focus on in the future. N N & 8§
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Case study
Building a
smarter network

In Sheffield we have been working on an ambitious pilot study involving 15 companies
working together to develop the largest and most extensive smart water network pilot in
the UK. Cutting-edge water meters, sensors, advanced onol¥tics and telecommunications
channels are being deloloyed to enable near real time data from across the water network,
If the pilot is successful, this will help to revolutionise the way we can manage leaks and
interruptions to supply and therefore reduce the amount of water we need to take from the
environment.

The project will utilise state-of-the-art
technologies including the NB-loT (Narrow
Band Internet of Things) network, which was
brought to the area after BT switched on its
first upgraded masts in the UK as part of the
project. BT's NB-loT solution has the potential
to deliver significant improvements in data
quality and battery life, enabling Yorkshire
Water to identify and prevent leaks and
network incidents more accurately than
ever before. The NB-loT could also support
local economic growth with opportunities for
local businesses to take advantage of the
advancement in lIoT technology.

Yorkshire Water and gqrtners have recently
deployed almost 4,00 acoustic, flow,
pressure and water quality monitors for

this project. The smart water network pilot
will integrate the rich data from multiple
new and existing sources and present it

in a single visualisation platform. This will
provide a virtual model of the physical
assets across the network, referred to as

a digital twin. Using machine learning and ; : _
artificial intelligence, clustering data sets ; Las o
and removing false positives, this will inform ; -
asset and 0|Ioerotional decision making. We
hope this will allow our analysts to prioritise
repairs instantly, enabling leaks to be
repaired quicker and reducing water lost.

The 12-month pilot and the outputs will be
used as part of the wider Yorkshire Water’s
digital strategy to determine future dynamic
control and system optimisation capabilities.

A colleague installs a new logger
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14. Social capital

What is social capital?

Social capital is the value of an organisation’s relationships with people, society, and other
organisations, and the trust placed in it by its customers and suppliers. It also relates to the
impacts that an organisation can have on people and society; for example, by providing a
valuable service, or through contributions to charities and the local community.

Why is social capital important?

As a private company providing a public service, our social capital is essential — our ‘social
license’ to operate is every bit as important as our legal one. Maintaining strong levels of
trust and integrity is a Ipriority for us at a time when surveys show that public confidence in
large organisations is low. We achieve this by doing the right thing for our customers and
other stakeholders, by looking after those in vulnerable circumstances, and by consistently
delivering our high quality, highly reliable services.

We also pay close attention to our wider impacts on the region and the world, such as
throu?h our volunteering programme and our charitable work with WaterAid which works for
a world where everyone has safe water and sanitation.

What does our assessment tell us?

According to our latest assessment and the measures we have been able to include, our
social capital has grown substantially over the five years from 2015 to 2020.

Our ability to support public health and wellbeing has been advanced through
improvements in water services that protect public health, through investment in high

uality access to our land for recreation, and through our focus on enhanced support for
those in vulnerable circumstances. The large increase in the 2019/20 value for public health
and wellbeing shown in the graph opposite is primarily because we have been able to add a
value estimate for the health benefits of exercise from recreation on our land (£7.9m).

The quality of our service has improved over the period although we are still developing
metrics to measure these impacts. A notable challenge is the need to work collaboratively
and innovatively to reduce the risk of flooding with growing pressures from urban
development and climate change.

Measures show we are protecting and growing trust in the business. Having maintained
and further improved many areas of customer service we have retained high and broadly
stable levels of customer satisfaction and value for money perceptions. In our supply chain
we have taken steps to help smaller suppliers through the economic challenges during the
pandemic and we have improved the proportion of invoices gaid on time, but we need to
do even better on this in the future. The sharp increase in 2019/20 trust values, as seen in the
graph opposite, is caused by our growth in early payments to suppliers.

Social capital is hard to measure and we continue to monitor external developments as
the understanding matures internationally. In this latest assessment we have updated and
expanded the indicators of our social capital, although we recognise that further work is
needed in this area. For example, in the future we want to develop measures of the role we
play in contributing to a good quality of place in Yorkshire.

Over the following pages we review several priorities within our social capital and the full
account can be found in the Methodology Report at www.yorkshirewater.com/capitals.
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Supporting public
health and wellbeing

Water and wastewater services are an essential health
service and underpin civil society. The health and sanitation
benefits of our services dwarf everything else in our impact
assessment. We do not seek to quantify it here because
this is ultimately our core duty that someone has to deliver
whether or not it is Yorkshire Water in its current form, and
which uses over a hundred years of investment in public
infrastructure. We think it is more useful to focus on where
we can add additional health benefits through choices in
how we deliver our services, for example by ﬁroviding open
spaces for recreational exercise and through the many ways
we support customers in vulnerable circumstances.

Also note the section on occupational health and safety in
the chapter on Human Capital.

Protecting health through
our core services

By extending water supplies to more
customers over the last five years we have
further improved the underlying public
health benefit we provide to Yorkshire. We
estimate this improvement is worth just over
£5m each year.

We have introduced this new measure to
explore the health benefit of avoiding water
borne illnesses by extending our public
water service to the growing population
rather than choosing a private supply.

We used a national average rather than
Yorkshire-specific figure in this estimation
because of data availability. While this is
broadly comparable we can look to improve
the accuracy with local data in the future.
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Quality Adjusted Life Years
(QALYs) is a commonly
used economic measure

showing the change to the
quality and quantity of
people’s health.
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Supporting the vulnerable

We have grown the quality and quantity of
financial and other support measures we
provide. It is our ongoing priority to help
those struggling to pay their water bill, both

i
to Brooctively help customers stay out of °
debt in the first place, and to manage the o
debt when it starts. This has become even ) g'
more important with the economic impacts kg
of the pandemic. §_§

o

il
We have substantially increased the a 5 ol 8
number of people we help with direct oc el
financial support and we are working to 5= sl
increase this further over coming years. We » 2 N
have estimated the value of the mental 8'5
health benefits of reduced stress achieved €0
through our ability to help. This has grown 39
to over £4m a year in 2019/20. This is an z=
improvement on our approach in our first e £ 2 E 8
impact assessment when we looked at the T O N ® >y
cost of our financial support, rather than the & 6 © o 5
N N AN

value created. N

Recreational exercise

We have long been a champion of open access to our recreational sites because customers
tell us they value these opportunities. Surveys show visitor satisfaction was consistently
around 98% over the five year period. While the diffuse nature of our sites and visitors makes
recreational activities hard to measure, we have estimated our impact for this assessment
This suggests there were over 2.5m visits to our sites to undertake exercise in 2019/20,
generating approximately 315 QALYs of health benefits worth an estimated value of £7.9m.

A priority of recent years has been to make our land even more appealing to everyone,
tackling barriers that restrict access and increasing the range of opportunity for all sections
of society. Working with organisations such as Experience Community we have won awards
for our work to improve paths and remove steps and stiles to ensure better access for
visitors with a pram or using a wheelchair or mountain trike. We also want to improve the
ethnic diversity of visitors and recognise this is an area for further attention.

In the Natural Capital chapter we explore the wider impact and value associated with our
estate.
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Case study

Dementia Friends

Some customers need additional help from us. This could be because they are older, or
because a disability or an ililness means they need extra help during a water shortage, or
they need help to read their bills by receiving them in different font sizes or braille. Some
customers may temporarily need additional help during pregnancy, or while recovering
from medical treatment. Whatever the reason, we want to reassure those customers that

we are here to help and have a range of priority services for them. One area of focus for us is
to better support those with dementia. Research by Alzheimer’s Society shows that 850,000
people in the UK have a form of dementia, and this is growing fast. That’s why we are working
to become a Dementia Friendly business as part of our work to better tailor our services to
individual needs.

We have been raising awareness amongst our colleagues by rolling out training to help
volunteers become Dementia Friends. This is an initiative led by Alzheimer’s Society to help
people understand more about dementia and the little ways they can help. So far we have
trained nearly 900 of our workforce and we want to go even further. The outcome for our
customers is that we have staff that can have direct contact in a way that is better for them,
as well as allowing staff to improve all aspects of our business to suit people who may have
different needs.

A group of colleagues become Dementia Friends
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Securing trust

We continually strive to secure high levels of trust from our customers and other
stakeholders by delivering reliable, quality services at a fair price and by working openly and
collaboratively in the best interests of the Yorkshire region. Trust is especially important to
Yorkshire Water because we are a privately owned company delivering an essential public
service. This means we need to maintain strong support for continued investment in the
region’s water infrastructure and services.

Many of the activities explored elsewhere in this report also contribute to levels of trust, such
as being open with our data, found in the chapter on Intellectual Capital, and reflecting the
society we serve, discussed as part of Human Capital.

Customer perceptions

The Consumer Council for Water (CCW)
regularly survey customers for their
perceptions of each water company to
provide an independent benchmark. These
surveys consistently report strong levels

of customer satisfaction and perceptions
of value for money in Yorkshire Water’s
services.

92%

These results were supported by our ability
to keep water bills low while improving
performance in most of our core service
measures. Average water bills in Yorkshire
were amongst some of the lowest in the
country throughout the five year period,
rising by less than the rate of inflation each
year to deliver real terms price reductions.
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We are working to maintain and further
improve services over the new five year
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Paying our suppliers
on time

We have used the number of late and early
invoice payments as one indicator of how
we support suppliers’ trust in us and our
effectiveness in being a highly responsible
business. Over the five year period we saw
an overall increase in the number of invoices
we paid, following an increase in investment
to improve performance. The number of
invoices we paid late reduced towards the
end of the period but we need to do more as
they remain proportionately high. However,
we also saw a larger increase in the number
of early payments.

For 2019/20, our assessment estimates the
cost of late payments reduced to £1.7m while
the benefits of our early payments increased
to £6.9m.

The amount we spent with smaller suppliers
increased in absolute terms and remained
broadly stable as a proportion of our
overall spend with suppliers, at around 9%.
We offered immediate payment terms to
smaller suppliers in 2020 to help with their
cashflow pressures that many experienced
because of the pandemic.

In the future we would also like to expand
our assessment to include the amount we
spend with local businesses in Yorkshire to
help monitor our role in supporting the local
economy where goods and services can be
procured at the necessary quality and price.
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Case study

We have introduced a new performance dashboard to help us better monitor and manage
several key aspects of our social capital. The dashboard is tracked and commmunicated to
management on a regular basis to provide latest insight on a mix of headline indicators

of the strength of our brand, trust and relationships with customers and other stakeholder
groups.

The dashboard is structured around three themes of customer, media and political
sentiment, including the balance of positive, negative and neutral feedback. We compare
our performance against that of other’s in the sector as well as our own targets. We continue
to develop our measurement of aspects of social capital and recently developed a process
to estimate customer emotions about our service and performance.

This is all part of our ongoing commitment to great customers service and it supports
our new vision to put people at the heart of everything we do. In practice we are able to
use the indicators and the more detailed information behind the dashboard to shape our
operational approach, customer service and long term strategic direction.

Q3Performance  Yearto date Target 2020/21
Media 59% 50%

Reputation Dashboard
July to December 2020

Customer 95% 94%
Political 36% 36%
Stakeholder 90% 90%

2020/21 ata glance:

Colleague 73 73

Customer Perception

Overall political sentiment remained positive for YW in the quarter and is
ahead of industry peers. has been viewed most negatively,
linked to service issues specific to flooding and infrastructure.

YW ended the quarter in a strong position, achieving the highest volume of YW brand reputation remained strong over the quarter. Awareness of our
positive articles since July 2018. communications has seen a significant increase during the quarter, particularly
v year to date avg. 37%) Other key metrics continued to

water quality in the River Wharfe and the partnership with the Slow The perform strongly with satisfaction for both water and wastewater services

to tackle future flooding were prominent themes across the quarter., remining high (95% and 92% respectively).

achieving national coverage across media such as the BBC, The Guardian and
Mail Online. Property development and planning and environmental restoration
also contributed to this quarters coverage. Scarborough Council's decision to
approve the redevelopment of Broomfield Farm was also a prominent local story.

For YW, the most common theme in 2020 has remained provisi f service,
which included mentions of customer service, bills and water infrastructure.
MPs mentions are usually in this category as this is where constituents
‘continue to be most vocal. Environmental issues remain and this is expected
to continue given customer's growing concern with climate change.

- Policy priorities for the first half of 2021 wil include:

+ Mayoral elections in West Yorkshire - timescale yet to be confirmed

+ Early Ofwat consultations on the shape of PR24 - a core narrative is
currently being developed
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An example of our new reputation dashboard, with sensitive aspects greyed out
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15. Conclusions

Protecting and growing our
impact and value

This runs to the heart of our purpose-led approach to business at Yorkshire Water. Our
latest assessment shows generally stable or increasing performance across each of

the six capitals. In economic terms, we estimate net %rowth in the overall public value

we are managing and creating for customers, shareholders and wider society. To draw
ou’gjjust some examples, we have increased our financial support to customers in need

and increased the environmental value of our estate, while reducing carbon emissions
significantly. We also maintained strong levels of colleague engagement and grew levels of
training and development.

The assessment also highlights areas needing further attention if the business and its
essential public services are to be sustainable and resilient for the long term. We need

to continue to address leakage and water pollution issues. We also need to continue our
transformational, multi-agency collaboration to protect and restore our Sites of Special
Scientific Interest (SSSI) where 96% currently fail to achieve ‘favourable’ condition. We need
to further embed and evolve our new payment systems to help ensure we reliably pay

our suppliers on time. And our enhanced focus on diversity needs to achieve measurable
change in the representative makeup of our workforce and Board. Furthermore, we observe
many opportunities where we are well placed to make a substantial contribution to regional
and national priorities such as the economic recovery from the impacts of the pandemic,
the leveling-up agenda, and climate change.

This report includes many further examples of strong and improving performance, and
areas where more action is needed. Improvement and investment plans to 2025 are in
place to protect and enhance current performance and continue the positive trend for
Improvement. We are also engaging in Yorkshire and nationally to collaborate on the wider
systemic changes needed across the water sector and wider society. Our recognition for the
imperative of resilience and sustainability will be further strengthened in our new corporate
strategy as we develop this through 2021 and beyond. In the future, we'll be able to align

our six capitals assessment to help us openly demonstrate our progress and performance
against our new strategy and defined priorities.
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Further improving our measurement,

reporting and decision-making

We remain committed to
further developing and

embedding the six capitals

approach throughout our

decision—mqking, corporate
r

governance and reporting.
As we continue to mature
our approach, priorities
include:

Public reporting of

Our Contribution to
Yorkshire will be released
annually from now on to
support our openness
and enable scrutiny.

As well as considering

a highly accessible

and customer-friendly
summary of this work we
will also further advance
our ‘integrated reporting’
approach to reporting

through careful alignment

with our Annual

Performance Report (APR)

and Annual Report and
Financial Statements
(ARFS). In the longer term
we may no longer need
a Contribution report as
this further matures and
we can fully integrate
the work into our formal
annual reporting.

Internal reporting will
be supported with the
introduction of a new
capitals dashboard.
Amongst others, this

will help our Board and
Social Value Committee
in their role to scrutinise
and stretch the
Company’s approach.
Having matured our
approach in this latest
work we can stabilise
the structure and key
performance indicators
In the assessment for Our
Contribution to Yorkshire,
with the need for future
change only in the finer
detail.

Data and measurement
— We are embedding
the required data
reporting needs to
become ‘business as
usual’. We are also
working on remaining
gaps and areas of

lower confidence in our
capitals accounts and
indicators. For example,
we want to further
develop our intellectual
capital account, continue
the improvements we
made on measuring
biodiversity and net gain,
and better understand
the value of water to us,
our customers, and the
environment. Further
specifics can be found
in the Methodology
Report. We also want to
explore the dependencies
between the capitals
and our impact and
value under each
capital. This will support
our understanding and
management of risk and
resilience.

Consistent, widespread
application - We have
developed cutting-edge
tools and processes, and
started to apply them in
several areas of Yorkshire
Water. Our focus now
is to use our capitals
processes and tools to
assess and optimise all
our asset management
needs and investment
choices. We are working
to fully embed the six
capitals functionality in
our new Decision Making
Framework. We are also
finalising a new tool and
rocess specifically for
and management. These
tools are supporting us
in comparing a richer
view of the costs and
benefits of traditional and
innovative approaches,
thereby growing our
focus on nature-based
and behavioural-change
techniques that help
address issues at source
with many benefits
beyond the immediate
water service objective at
hand.

Alignment and
collaboration on
developing best practice
in applying the capitals
concept and evolving
environmental and
social economics. We
are working with other
water companies and
more widely as part of

a growing community
applying multi-capitals
approaches. Several
government departments
and agencies are also
leading in this space.
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