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Thames Water Utilities Holdings Limited

Directors’ Report
The directors present therr report and the audited financial statements for the year ended 31 March 2011
Review of business, principal activities and future developments

The principal activity of the Company 1s that of an intermediate holding company in the Kemble Water
Holdings Limited group of companies {"the Group”™ The only income I1s dividends from the main trading
subsidiary Thames Water Utiittles Limited (“TWUL") which are at the discretion of the TWUL board The
only expense 1s interest on loans from the subsidiary and the iImmediate parent, which are charged at
pre-agreed rates as detalled in note 10 The profit and loss account is set out on page 7 The registered
company number i1s 06195202

Principai risks and uncertainties

From the perspective of the Company, the principal rnisks and uncertainties are integrated with the
principal nsks of the Group and are not managed separately Accordingly, the principal nsks and
uncertainties of the Group, which include those of the Company, are discussed in the Group's annual
report which does not form part of this report

Directors
The directors who heid office during tne year endea 31 Marcn 2011

ir Peter Mason KBE
L F Abrara (resigned 1 January 2011)
M Baggs (resigned 10 June 2010)
= Beckley
R Blamfield-Smith
C Deacon
Dr ¢ Dyer
G | W Parsons (a2ppointed 5 June 2010)
C Lynam (rasigned 10 June 2010)
K Roseke (resigned 1 Janucry 2011)
A F U DeP Santos (appointed 1 January #011)
0 J Shah OBE
M Starniiey
R E Vernion (appointed 1 January 2011)

During the year undar raview, none of the diractors had significant contracts with the Company or any
other body corporate other than their contracts of service

The following directors have formally appointed alternate directors o represent them when they are
unavalable

Director Alternate Director
L F Abraira D Mora {resigned 1 January 2011)
E Beckley G | W Parsons (appointed 7 June 2010, resigned 4

August 2013 apponied 22 March 207 1)
S Llecng (zppointed 4 August 2010, resigned 11
February 2011)

R Blomfield-Smith K Boesenberg (appointed 1 Apnl 2009)

C Deacon R Israel

C Lynam it Baggs (resigned G June 2010)

G i W Parsons S Leong {appointed 22 July 2010, resigned 41 February
2011)




Thames Water Utilities Holdings Limited

Directors’ Report (continued)

Directors (continued)

K Roseke S Kolenc (resigned 1 January 2011)
A F C DeP Santos M C Guerreiro (appointed 1 January 2011)
D J Shah OBE L Webb (appointed 1 January 2011)

R E Vernon (resigned 1 January 2011)
R E Vernon S Kolenc (appointed 1 January 2011)
Investments

In the opimion of the directors, the value of the investment in the subsidiary 1s not less than the values
included in the financial statements

Political and chantable donations and expenditure

No chantable or political donations were made by the Company dunng the year (2010 £Nil)

Disclosure of information to the auditor

The directors who held office at the date of approval of this director's repoit confirm that, so far as they
are each aware there 15 no relevant audit information of which the Company’s auditor 1s unaware, and

each director has taken al' the steps that he ought i have taker as a directer to make himself aware of
any relevant audit information and to estabhsh that the Company's auditor 1s aware of that information

Directors’ indemnities

The Company has made qualfying third party indemni.ty orovisions tor the benafit of its directors (which
axtend to tha performanse of any duties as director of any assccratsd compary) and these remain in force
at the date of this report

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and
KPMG Audt Pic will therefore cortnue n office

Approved by the Board of Directors on 9 June 2011 and signed on its behaif by

- Hms%_

J Hanson
Company Secretary
Clearwater Court
vastern Road
Reading RG1 8DB




Thames Water Utilities Holdings Limited

Statement of directors’ responsibilities in respect of the Directors’
Report and the financial statements

The directors are responsible for preparing the Directors’ Report and the financial statements n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
they have elected to prepare the financial statements in accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that penod In preparnng these financial statements, the directors are required to

« select suitable accounting policies and then apply them consistently,
« make judgements and estmates that are reasonable and prudent,

« state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained In the financial statements, and

« prepare the financial statements on the going concein bass Juriless 1t s iInappropriate o presume
that the company wiil continue in husiness

The directers are responsivle for keeping adequate accounting records that are sufficient to show anc
explain the company's transaclions and disclose with reasonable accuracy at any tme the finanaial
position of the company and enable them to ensure that its financial statements comply with the
Companies Act 2006 They have general responsibility for taking such steps as are reasonably open fo
them to safeguard the assets of tha company and o prevent and detect fraud and other irregulanties




KPMG Audit Plc

Independent auditor’s report to the members of Thames Water
Utilities Holdings Limited

We have audited the financial statements of Thames Water Utilities Holdings Limited for the year ended
31 March 2011 set out on pages 7 to 14 The financial reporting framework that has been applied in their
preparation 1s applicable law and UK Accounting Standards (UK Generally Accepted Accounting
Practice)

This report 1s made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006 Qur audit work has been undertaken so that we might state to the company's
members those matters we are required to state to them in an auditor's report and for no other purpose
To the fullest extent permitted by law, we do not accept or assume responsibiity to anyore other than the
company and the company's members as a body, for our audit work, for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilittes Statement set out on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that thev give a true and
fair view Qur responsibility 1s to audit, and express an opinion on, the financial statements in accordance
with applicabie law and Internatonal Standards on Auditing (UK and Ireland) Those standards require us
to comply with Auditing Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements s provided on the APB's website at
www frc org uk/apb/scope/private cfm

Gpinion on financial statements
In our opinion the financial statements

» give a true and fair view of the state of the coimpany’s affars as at 31 March 2011 and of its profit
for the year than ended,

e have been properly prepared in accordance with UK Generally Accepted Accounting Practce,
and

* have been prepared in accordance with requirements of the Comnanies Act 2006




independent auditor’s report to the members of Thames Water
Utilities Limited Holdings (continued)

Opinion on other matters as prescribed by the Companies Act 2006

In cur opinion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared Is consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you if, in our opinion

¢ adequate accounting records have not been kept by, or returns adeguate for our audit have not been
received from branches not visited by us, or

= the financial statements are not In agreement with the accounting records and returns, or
« certain disclosures of directors’ remuneration specified by law are not made, or

e we have not received all the nformation and explanations we require for cur audit
p e

W Meredith (Senior Statutory Audifor}
for and on behalf of KPMG Audit Plc, Statutory Auditor

Chartered Accountants
15 Canada Square
London

E14 5GL

9 June 2011




Thames Water Utilities Holdings Limited

Profit and loss account for the year ended 31 March

31 March 31 March

Note 2011 2010

£000 £000

Income from fixed asset investment 5 243,100 307,857
Profit on ordinary activities before interest and taxation 243,100 307,857
Net interest payable and similar charges 2 {216,401) (293,222)
Profit on ordinary activities before taxation 26,699 14,635
Tax credit on profit on ordinary activities 4 5,552 82,102
Profit for the year 13 32,251 96,737

All amounts relate to continuing operations

The Company has no reccgnised gains and losses other than the profits above and therefore no separate

statement of total recognised gains and losses has been presented

Thzre s no difference between the profit for the year staied above ana thewr histoncai cost equivaients

Tha potes on peges 9 1o 14 form part of these financial statemants
r




Thames Water Utilities Holdings Limited

Balance sheet as at 31 March

31 March 31 March
Note 2011 2010
£°000 £000
Fixed assets
Fixed asset investments 7 4,250,000 4,250,000
Current assets
Debtors 8 693 181,549
Creditors: amounts falling due in less than one year 9 {26,046) (686,168)
Net current liabilities (25,353) (504,619)
Total assets less current liahilities 4,224,647 3,745,381
Creditors: amounts falling due after more than one year 10 (4,182,015) (3,735,000)
Net assets 42,632 10 381
Capital and reserves
Called-up share capital 1 - -
_Profitand lossaceount 12 42832 10,351
Shareholder’'s funds 13 42,632 10.381

The notes on pages = 10 14 form oart of these financial statements

The financial staternents on pages 7 1o 14 were approved by the Board of Directors on 8 June 2071 and

signed on its behaif by

Rrnases

Sir Peter Mason KBE
Chairman

Company remstration pumber 06195202



Thames Water Utilities Holdings Limited

Notes to the financial statements for the year ended 31 March

1 Principal accounting policies

The following accounting peolicies have been applied consistently 1n dealing with items which the company
considered matenal in relation to the financial statements

Basis of preparation

The financial statements have been prepared on a going concern basis and in accordance with applicable
Accounting Standards and under the historical cost accounting rules

The company 1s exempt by virtue of s400 of the Companies Act 2006 from the requirement to prepare Group
financial statements These financial statements present information about the Company as an individual
undertaking and not about its Group

Going concern

The financial statements have been prepared on the going concern basis This 1s based upon a review of
the Group's budget, busimiess plan and nvestment program, together with the cash and commitied
borrowing facilities available

Summary of significant accounting policies

The principal acceunting pelicies adopted in the preparabon of the financial statements, which have been
anphed consistently are set out below

&} lnvestmenis
Investments Fe'd 55 fixed assets are stated at cost lsss provisisns for mpanrent n value
(b) Related party disclosures

Ag the company Is a wholly owred subeidizry of Kemble Water Holdings Limited, the Company has taken
advantage of the exemption contained n FRS 8 and has theretore not disclosed transactions or batances
with entiies which form part of the Group (or nvestees of the Group aualifying as related parhes) The
consolidated financial statements of Kemble Water Holdings Limited, within which this Company 1s included,
can be obtained from tne aaaress given in note 14

{c) Cashflow

Under FR3 1 the Comparny 1s exempt from tne requrement to prepaie a cash fiow statement cn tne grounds
that a parent undeitaning ncludes the Company n its own pubiished consolidated financial siaterments

(d} Dividends

Dividenus unpaid at the balance sheet date are only recoygnised as a lability at that date to the extent that
they are appropnately authonsed and are no longer at the discretron of the Company Unpaid dividends that
do not meet these cniena are disclused in the noes to the inancial statemenis

Dmdend income (s recognised when there 1s 2 legal nght tc receve

(e) Taxation

The tax expense represents the sum of current tax and deferred tax

Current taxaton

Current tax including UK corporation tax and foreign tax, i1s based on the taxable profit for the penod and

15 provided at amounts expected to be paid (or recovered) using the tax rates and laws that have been
enacted or substantally enacted at the balance sheet date

9




Thames Water Utilities Holdings Limited

Notes to the financial statements for the year ended 31 March
1 Principal accounting policies (continued)

(e) Taxation (continued)

Taxable profit ¢can differ from the net profit as reported m the profit and loss account because it may
exclude items of income or expense that are taxable or deductible in other periods and it may further
exciude items that are never taxable or deductible

Consideration receivable or payable in respect of losses surrendered or claimed by way of Group relief is
dealt with in the profit and loss account

Deferred taxation

Deferred taxation 1s recognised in respect of all iming differences that have onginated but not reversed at
the balance sheet date, where transachons or events that result in an obligaton to pay more tax in the
future or a right 10 pay less tax in the future have occurred at the balance sheet date

A net deferred tax asset 1s regarded as recoverable and therefore recognised only when, on the basis of
all available evidence, it can be regarded as more likely than not that there will be suitable taxable profits
against which to recaver carried forward tax losses and from which the future reversal of underlying timing
differences can be deducted

Deferred taxation 1s measured at the average tax rates that are expected to apply in the penods n which
the timing differences are expected to reverse, based on tax rates and laws that have been enacted by
the balance sheet date

Deterred taxation is measursd on a non-discounted basis Deterred tax 1s charged or credited 11 the profit
and lose ascount sxcept when it refates t tems charged or credited to equity, m whicn case tha deferreo
tax is also dealt with via the Statement of tctal recognised gains and losses

2 Net interest pavable and similar charges
31 March 31 March
2011 2010
- . £°000 £000
- Interest payable from subsidiary undertaking 28.320 -
- Interest gayable to immadiate parent undertaking {220,330) (264 802}

_ - Interest payable to subsidiary unaertaking (2a,391) ___ (28,320)

(216,401) {253,222)

10




Thames Water Utilities Holdings Limited

Notes to the financial statements for the year ended 31 March

3 Information regarding directors

The current directors receive emoluments in respect of their services as drectors of Kemble Water
Holdings Limited, the ultimate parent company No emoluments were paid in respect of their roles of
directors of the Company and there are no retirement benefits accruing in either year

Aggregate emoluments for the Group are disclosed in the financial statements of the ulimate parent
company

4 Taxation on profit on ordinary activities
31 March 31 March
2011 2010
£'000 £'000
Current tax:
Amounts receivable in respect of group relief 5,552 82,102

The cunient tax ciedil for the perod is higher {2010 higher) ihan the standard rate of corporaton tax in
the UK of 28% (2010 28%) The differences are explained below

31 March 21 March
2011 2010
£'000 £000
_Profiton ordmary aclivites before faxater - 288%8 14435
Profit on ardinary acovittes muibpled ny the stardard rate of corporation
tax in the UK of 28% (2010 28%) (7,476} (4,098}
Effects of
Non taxahle income (dwideng from UK company) 75,998 86,200
Surnlus tax losses {62,979) -
Currant tax cradi for the penod 5,552 82 102

There I1s an unrecognised deferred tax asset of £58,471,715, which anses on the surplus tax losses
There I1s no tax charge or credit for deferred tax (2010 £Nil)
Factors affecting future tax rate

On 23 March 2011 the Chancellor announced the reduction in the main rate of UK corporation tax to 26%
with effect from 1 Apnl 2011 This change became substantively enacted on 29 March 2011 and therefore
the effect of the rate reduchon creates a reduction in the deferred tax asset which has been included in the
figures above

The Chancelicr aiso proroasen changes to further reduce the main rate of corperaton tax by 1% per annum
to 23% by 1 Apnl 2014, but these changes have not yet been substantively enacted and therefore are not
mcluded o the figures above The overall effect of the further reductions from 26% to 23%, if these applied
to the deferred tax balance at 31 March 2011, would be to further reduce the unrecognised deferred tax
asset by approximately £6 746,736

5 Income from fixed asset investment

The investmant income of £243 'm (2010 £307 ¢m) relates to a dividend from the Company's direct
subsidiary Thames Water Utlites Limited

1




Thames Water Utilities Holdings Limited

Notes to the financial statements for the year ended 31 March

6 Auditor’'s remuneration

The auditor's remuneration (for audit services only), of £1,600 (2010 £1,500) was borne by Thames Water
Limited (2010 borme by Thames Water Limited) No other fees were payable to KPMG Audit Plc in respect
of this year (2010 £mil)

7 Fixed asset investments
Interests in
group
undertaking
£'000
Cost at 1 Apnl 2010 and 31 March 2011 4,250,000

In the opinion of the directors, the value of the investments in the subsidiary company is not less than the
amount included i the balance sheet

inierests in group undertaking

Yearend % Countiy of Description Nature of business

owner incorporation of shares

-ship heid
Direct;
Thames Water 31 March 100  Engiand & Vvales Ordnary £1 Water and waste
Utiliies Limited water Company
Indirect:
Thames Water 31 March 100 Fngland & Wales Ordinary £1  Finanning Combany
Utilities Finance
Limited
Thames Water 31 March 100  Grand Cayman Ordinary $1  Financng Company

Util:res Cayman
Finance Limitad

Ir accordance with 8410 of the Companies Agt 2006, mfarmatber 15 given only in respect of such
undertakings whose financial position pnncipally affects the figures of the Company A full hst of
subsidiary undertakings will be filed at Compan.es House with the Company’s annuai return

8 Debtors: amounts failing due within one year
31 March 31 March
2011 2010
£'600 £000
Group relief debtor 333 82,1C2
_Amounts owed by group undertakings —— - 99,447 _
693 181,549

12




Thames Water Utilities Holdings Limited

Notes to the financial statements for the year ended 31 March

9 Creditors: amounts falling due 1n less than one year
31 March 31 March
2011 2010
£'000 £'000
Amounts owed to group undertakings 26,046 686,168

Amounts owed to group undertakings include the following interest payable

¢ £1853,000 (2010 £657,848,000) owed to Thames Water Limited, the immediate parent
company

e £24,393,000 (2010 £28,320,000) owed to Thames Water Utiities Limited, the direct subsidiary

company
10 Creditors: amounts falling due after more than one year

31 March 31 Marcn

Amounts owed to groiip undertakings: 2011 2010

£'060 £'000

Inter-company lcans 4,182,015 3,735,000

Amounts owed to group undertakings incivae the following unsecureg loans

s £2217,015,000 (2010 £2,555,000,000) owed to Thames Water Limited, the rmmediate parent
company, being the unpaid deferred consideration on the purchase of Thames Water Utilihes
Limuted, on which interest 1s payable at 10% Repayment s af the discrevon of the Company put
must he repaid by 2056 Interest repayment on this loan 1s determined by agreement between
both partes No repayment date has peen set for interest incurred

e £1,865,000,000 (2010 £1,180,000,000) owed to Thames Water Uthities Limited, the direct
subsidiary cornpany, on which interest 1s based on LIBOR + 0 356% Tne loan 1s repayabie by 21
August 2637
All other amounts are unsecured and interest free

" Called-up share capital

31 March 31 March
2011 2010
£ £
Allotted, calted-up and fully paid
2 ordwnary shares of £1 each 2 2

13




Thames Water Utilities Holdings Limited

Notes to the financial statements for the year ended 31 March

12 Profit and loss account
31 March 31 March
2011 2010
£°000 £000
At the beginning of the year 10,381 (86,356)
Profit for the period 32,251 96,737
At the end of the year 42,632 10,381
13 Reconciliation of movements in shareholder’s deficit
31 March 31 March
2011 2010
£'000 £000
Opening shareholder's funds/(deficit) 10,381 {86 356)
Profit for the penod o 32,251 96,737
Closing shareholder’s funds 42,632 10 381

14 Immediate and ultimate parent company and controlling party

The immediaie parent underlaking 1s Thames Water Limited, a company mcorporated in the Unitea

Kingdom

Kerpivie Water Finance § unwted, a company mcorporaed w ihe Umiteo Kingdorm, 1s an intevmemiate pareni

vompany and the smallest group 0 consoiidate these financial staiements

The Diractors cohsider Kemble Water Heldings Limit2d, a company incorporated tn the Unated Kingdom,
1o be the ultimate and controlling party and the largest group to consolidate these financial statements

Conles of the accounts of all of the above companies may be obtained from the Company Secretarial
Department, Thames Water Group Clearwater Court, VVastern Road, Reading, Berkshire RG1 8DB
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