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INTRODUCTION

Welcome

to Tideway’s
Annual Report
and Accounts
for 2022/23.

Bazalgette Tunnel Limited, trading under the name Tideway, began
operating as an independent regulated company in the water sector
in August 2015, when Ofwat awarded us our Licence to design, build,
commission, maintain and finance the Thames Tideway Tunnel.

DOWNLORD
¢| susTemasiLvy
REPORT 2022/23

DOWNLOAD
% ANNUAL PERFORMANCE
REPORT 2022/23

HIGHLIGHTS

HERLTH, SAFETY
& WELLBEING

No major injuriesor : 128
significant incidents : p. i Hearth
as a result of marine activities . First Aiders

'g' o Peak production
8 : . of secondary lining
g @?7 ‘gee:ttrzrgreas ; achievedin East
89 : © : Secondary : Zﬁ@
é of Programme : Lining .
Complete . Complete . metres a week
- International : Tideway’s community
85 Sustainable . Completed ' investment programme
o Infrastructure : (‘closed out’) nine : pelped a total of:
-z"E- Award 2022 : of our 54 legacy

ag Sustainable : commitments : ‘%’}8,21]6 people
Sw : Consultancy : Bringing the total

. Awards . closed to 25 N 51]2 organisations
E; People with : Apprentices : Staff favourable
£& | Convictions : Project : survey results:
Q
Ood

N : H © / Tideway Values
Project to Date @ to Date : 89 ® and promotes diversity

FINANCING

‘“ ﬂq}@ 1] 29 90- 1 am treated with
IN : UIN : ® respect as an individual

S&P Global rating .
Environmental Achieved

benefit score : all our

95/100 financing

* ‘advanced’ . priorities
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The Chair’s Introduction

IStraiegicReporty

With construction almost 90% complete, the delivery model
is proving to be an exemplar for securing long term private
capital to provide large scale UK infrastructure alongside
our approach to achieving significant wider social value.

With another year of significant progress behind us,
we are closer than ever to realising our goal of a healthier,
rejuvenated River Thames. At a time of unprecedented
concern for the protection of waterways we are offering
a positive solution - we are the UK's largest intervention
underway to tackle sewage pollution and the benefits

of the project are now just around the corner.

Tideway is the third stage in a decades-long and ongoing
endeavour 1o tackle sewage overflows in the London region.
The first two stages (the Lee Tunnel and sewage treatment
work upgrades) were delivered by Thames Water and this year
we saw a glimpse of the impact and outcomes of this
investment. A suivey of the Channelsea River (now protected
by the Lee Tunnel), found 12 different fish species thriving

~ asure sign of a healthier river and a promising indicator

of the benefits that Tideway wil bring.

With our construction programme almost 90 per cent
complete our collective attention is now on preparations
for system commissioning which will start in 2024. ahead
of full operation i 2025.

In these latter stages we continue to prioritise health. satety
and wellbeing. Qur immersive, award-winning induction
programme, Employer's Project Induction Centre (EPIC),

has evolved to respond to the installation and commissioning
phases and as a hoard we remain focused on nurturing an
open and transparent reporting culture - an underpinning
principle that has helped to keep our people safe.

Effective partnerships have always been critical to our
success and we continue to coliaborate successiully with our
stakeholders. We have increased our engagement in some
areas 1o reflect the pace of the project in the closing stages

- Liaison Commiittee meetings. with Thames Water,
government and the Environment Agency are now more
frequent, as are meetings of the Thames Tideway Tunnel
Forum, which brings together key agencies.

Tideway's shareholders continue to provide valuable suppart.
In September 2022, when DIF Capital Partners divested its
stake in Tideway following one of its underlying investment
tunds reaching the end of its fund life, our other existing
shareholders acquired DIF's shares, confirming their
commitment to the company.

As we move closer to complation, we can ba increasingly
confident about the final phase of defivery. The delivery model
is proving to be an exemplar for securing long term private
capital to provide large scate UK infrastructure alongside

our approach lo achieving significant wider social value.

The company is on a sound financial fooling. We are
funded to the end of the project and our cos! estimate is
£4.5bn (a two per cent increase since our interim report),
which reflects inflationary impacts and work left to do.
The estimated impact on water bills remains wilhin the
original cost projection range set in 2015,

My personal highlight this year has been visiting sites across
the project, including Chelsea, Blackfriars and King Edward
Memorial Park in Wapping and seeing progress towards the
creation of the new areas ot public space, where Londoners
and others will be able 1o enjoy and connect with the river
tor years to come.

{ would like to take this opportunity to thank John Holland-
Kaye, who stepped down this year after nearly six years®
service and seeing us through the peak construction phase.
On behalf of the board | would also like to thank the exscutive
team and everyone working across Tideway. as well as our
stakeholders for their continued and active support.

“THERE IS R GOOD DEAL
MORE T0 DO BUT WE
CAN BE PROUD OF OUR
ACRIEVEMENTS SO FRR.”

Sir Neville Simms
Chair

SIR
NEVILLE
SIS
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Chief Executive Officer’s Report

WELCOME TO TRIS REVIEW
OF OUR PERFORMANCE.

We have had another strong year of progress and we
are now just a year away from starting to protect the
River Thames from sewage poflution.

2024 will therefore mark a major turning point, for Tideway,
but more importantiy for everyone who cares about the
Thames and protecting the UK's waterways.

The issue of sewage pollution has never been higher in
the public consciousness than it is today, and it is against
this backdrop that we are entering the final phases of
project delivery.

Al nearly 90 per cent complete the last year has been
characterised by more finishes and ‘close-outs’ than
starts. We can evidence a growing list of achievements
including key construction milestones - such as the
completion of the new tunne! network deep below London
- and at the time of writing we were just weeks away from
completing all work underground.

We have made as much progress on the surface - work
that is increasingly visible along the riverside. We have
begun to ‘cap-off’ sites with giant cover structures,
marking new areas of London riverside spaces, some of
which will include 1d-cl: public art and i
and two will include ‘floodabfe’ terraces. These new
spaces will allow people the chance to enjoy Londen in
new ways and we look forward to them becoming part of
the fabric of the city.

Just as important, if less photogenic, has been the
critical mechanical and electrical works necessary for the
integration of the system and the preparations for testing
and commissioning which will start in 2024, with the
Tunnel due to be fully operational in 2025.

This report also details how we are doing against our
commitments to leave a legacy beyond the core

from setting new in health, safety
and wellbeing to reducing lorry movements and investment
in community projects. We know we must not take our eye
off the ball in any of these areas.

In our accompanying Sustainabifity. Report, you can read
the conclusions of our first Social Value Report, which

is a robust social cost benelit analysis of our legacy
programme beyond any original obligations. We hope this
willinform the work of other organisations in the future.

1 would fike to thank everyane involved in the Tideway
project - our people, our contractors and our stakeholders
- for their work and support this year. The finishing line -

a healthier River Thames - is now well within sight.

)4“7 Mol

Andy Mitchell CBE
Chie! Executive Officer
24 August 2023

SiratogiciReport

|l BinancialiStatements}
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Our Vision, Purpose & Values

1
VISION PURPOSE PURPOSE AND VISION
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Build the Thames Tideway Tunnel
Sluk-huld;r: Enpa;;n;.nx 7

) Mentat Health o
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Now Watlands in the Thames Estuary

V Ethical Supply Chain

] Community Investment, Charitable Giving & Voluntaering
" Enhancing Blod;u-rﬁly )

sttt En;ngum.n( V

Diversity and Inclusivity

Delivering a Paople Lagacy - Supporting Psople With Conviclions '

Sustalnable Financing

SARELY]

fe e

ORINO TS

Collaboration

Tideway is building the Thames
Tideway Tunnel under the River
Thames - creating a healthier
environment for London by
cleaning up the city’s greatest
natural asset, now and for the
foreseeable future.

Respact Innovation

SUSTRINRBLE

DEVELOPMENT
GOALS

Al
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SISTSTSIS SIS

AAN

ANAYAVAVERAY

AAYAN

We bring our purpose and
values to life through what
we do and how we do it.

The way we treat each other and our stakeholders is
important to us successfully delivering the progact. We have
always aimed to transform the way the industry operates so
wa sae a step change in the heaith and wellbeing of everyone
involved in the project, whether that is through our facus on
safety and wellbeing in the workplace, volunteering with our
charity partners, collaborating with our partners. engaging
local residents on what we are doing or supporting people

10 develop skills and find employment.

OUR CRSE
STUBIES
REFLECT OUR
VALUES AND
HOW WE ALIGN
TC THE UN
SUSTRINRBLE
DEVELORPMENT
GOoAaLs.
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Our Commitment to Legacy & Sustainability

Strategic Report

Corporate,Governance

| ancial!Statements

i

In line with our Purpose
and Vision, Tideway has
made long term and public
commitments as to the
broader value and benefits
it is seeking to achieve.

 CIEAN VAT
TANI _S_A-N"NIQN:
Cetmn A

DECENT WORK AND
(CONOMIC GROVIH

2N
PROGRESS

We are progressing the detivery of our 54 legacy commitments
and the contributions they make to the UN Sustainable
Development Goals (SDG). As we near completion of the
construction phase, we continue to complete (‘close out’)

our legacy commitments.

This year, with completion of our STEM programime we
completed our contribution to UN SDG 4 Quality Education.
S&P Global Ratings updated our Environmental, Social and
Governance (ESG) Evaluation, providing us with an evaluation
ot 77 out of 100.

Further delails in the Vision, Legacy, Reputation
section and Sustainability Report.

GOOD KEALIH
AND WELL-BEING

We also completed a two-year journey to uncover the
sacial value created by our Legacy Programme.

We appointed a third party to undertake a robust social cost
benefit analysis of the benefits beyond our legally binding
requirements and the core benefits of the tunne!’s operation.
The report showcased Tideway's ‘ripple stfect’, reflecting both
the benetits of the Tideway legacy programine for London and
beyond but also what we are leaving for industry in sharing
our lsarings on social value measureiment. You can read

our Social Impact report here.

GuALITY
TOUCATION

A 4

1 CLMATE
ACTION

In line with best practice , we appointed a third party 1o
undertake a critical review of our carbon data following

the Greenhouse Gas Protocol. This provides us, and our
stakeholders, with confidence in our data.

A comprehensive review of our Legacy and Sustainability
performance is in our 2022/23 i g

DOWNLOAD

SUSTAINABILITY

\ REPORT 2022/23

2N
PROGRESg

GENDER
EQUALITY

1 PARTHERSHIPS
FOR THE GOALS

siotou

Mestot gt =

ANNUAL REPORT TIDEWAY 7



Who We Are & What We Do

Strategic Report
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Tideway is a privately
financed company
responsible for building,
commissioning, financing
and maintaining the
Thames Tideway Tunnel.

However. our ambition for this engineering endeavour goes
beyond building a 25km tunnel, ‘the super sewer’, to siop tens.
of millions of tonnes of sewage polluting the Thames each

year. We want lo transform the River Thames, leaving it cleaner

and changing how Londoners use it. We want people (0 enjoy
the Thames in their lsisure time, participating in water sports
and apprecialing the views and watks along the foreshare.
The joy and prosperity a cleaner river will provide for
Londoners will be our legacy once the project is complete.

OUR SHAREHOLDERS

Our shareholder groups are represented an our Board,
enabling them to support decision making and provide
important project oversight and governance. They bring

with thein extensive experience of investing in and managing
a wide range of infrastructure assets in the UK and overseas,
Kknowledge that supports us in the delivery of the project.

Since Licence Award, our Sharehalders have invested £1.3bn.
Close 1o hall the total equity has come from UK investors,
including many pension funds. giving 2.7 million UK pension
holders a stake in Tideway.

DELIVERING WITH OUR PARTNERS

Tideway has an alliance comprising Tideway, Thames Water,
the Programme Manager (PM), three consortia known as the
Main Works Contractors (MWCs) and our Systern Integrator.
We work closely with Thames Water and their tearn co-located
at our otfices. Thames Water is responsible for impurtant
elements of the project and will ultimately operale the systein,

The Alliance Agreement incentivises coflaboration towards
achieving the ams, and

including the objective of mesting overall cost challenges.
We have an experienced and compelitive supply chain and
we share lessons learned that enable us o best deliver
the project.

THE TIMELINE

Tideway maintains a schedule with our partners
for delivery of the project. There are four main stages.

= Mobilisation of the MWCs
This started off site, with mabilisation of people, the
start of delailed design work. consenting applications
and procurement of subcontraciors and materials,
Moving on site as these activities progressed,
construction sequencing was linalised, and the enabling
Thames Waler Works were completed.

¢ Construction

deep shafts at the three drive sites and each
CSO interception shait. followed by tunnelling, tunnel

Role ! Partners }
Programme 1 * Jacobs
Manager i

S — —

West Contract
BMB Joint Venture

« Bam Nuttall Lid

« Morgan Sindall Pic
- Balfour Beatty Group Lid

ary lining, installing mechanical and electronic
and and ing works.

+ System Commissioning
After testing of the mechanical and electrical equipment
al the worksites by the MWCs' the SIC completes the
connection of these sites to the overall London Tideway
Tunnels (LTT) control system. All the elemants of this
system then undergo extensive testing in the dry before

‘Once these are all activated a series of storm tests

are carried out 0 a gradually incremental manner over
several weeks culminaling in a 30-day period of
automaled operation. After this final test ths tunnet is
inspected. and the operation of the system handed over
to Thames Water. At this Handover the MWCs’ activities
will be complate, and the contractors will be demobilised.

System Acceptance period
Following Handover is the System Acceptance Period.
This is a proving period of between 18 and 36 months in
which the LTT will be operated across a variety of climatic
conditions 1o demonstrate that it fulfis the project
requirements. Once this is complete. Thames Water will
become ible for the

structures and assets, Tideway willretain responsibilty
for the shafts and tunnel structures and ensure the TTT

is available (o affow fiow to pass fo the Lee Tunnel.

This involves inspecting the deep tunnels and shalts.
which we expect to do on a len-yearly cycle, performing

i
i
A
i N any sewage flows are received. Onca this is complete, o ionaGe 36 raguired
Central Contract | ¢ Ferrovial Agroman UK Ltd the final physical isofation is removed between the v quirec.
FLO Joint Venture 4 | i110 0Rourke Construction Lid existing Lee Tunnel and the new Thames Tidleway Tunnel. Timeline
. The CSOs along the Tideway starting with the Abbey The outline schedlule sets out our current view an the
< g y ]
f East Gontract { o Costain Ltd Mills GSO are activated to the new LTT system. schedute, it refiects our latest view following significant
GVB Joint Venture . engagement with our delivery pariners. As we continue
| ; © Vinci Construction Grands Projets to deliver the project we will make further changes to
: I + Bachy Soletanche Lid specific site schedules.
i
: !
I 1 OUTLINE SCHEDULE
' System Integrator Jl * Amey OWR Ltd
Schedule 2015010 201807 | 2017718 || 2018710 201020 ¢ [0z 207220 202328 2024725 20awvae) auzerer ! eoairen)|
THE DELIVERY MODEL Licence Award
The Thames Tideway Tunnel's innovative delivery modle, "
- ; A Mobilisation
was established 1o altract private sector capital to finance
infrastructure and deliver value tor money to customers. Gonstruction
it includes a bespoks reg with a conti
Government Support Package, which recagnises the unique Shafts
nature of Tideway's business. This lml“ewcrk urovuies a f N
I Main Tunnels

revenue stream during both the an

periods. Revenues are billed and collected by Thamcs ‘Water
from its wastewater customers and passed to Tideway.

For the period until 2030, our revenues are

. Tunnel Secondary Lining

i Commissioning

according to the framewaork set out in ow Licence, which
is primatily based on a percentage return (2.497 per cent)
on the regulatory value of our company {Regulatory Capital
Value or RCV). From 2030, we expect to be regulated in
line with the rest of the water industry.

| Handover

[ System Acceptance Period

rﬁegulalor System Acceptance

ANNUAL REPORT TIDEWAY 8



Who We Are & What We Do

Strategic Report
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ENGAGING WITH OUR STAKEHOLDERS & PARTNERS
In delivering a major infrastructure project across London we recognise
the impartance of engagement, transparency and building trust.

We listen to our stakeholders’ views directly and through To support the project, we have established a range of
their representatives such as MPs and Members of the independent parties and roles o ensure we engage fairly
London Assembly. We continue to ensure that the i and ively with each of our groups and to
we are working in are kept up to date on the progress being support trust in the project.

made, potential impacts and how best they are being mitigated.
Each of the three Main Works Contractors has dedicated
community relations tearns and we hold regular forums to

give updates lo, and get feedback from, our neighbours.

These methods, plus a 24-hour Helpdesk, ensure that we

are always accessible.

We have increased the frequency of some of our key forums
as we get closer lo the completion of the project. Since the
start of 2023 our Liaison Committee (with government and
regulatory stakeholders) meeis monthly and the Thames
Tideway Tunnel Forum (with consenting bodies and delivery
partners) meeis once every two months.

~T

P“"\ TIDEWAY HAS REMAINED
COMMITTED TO ENGHGING
WITH THOSE IM|
BY THE PROJECT.

Tldeway works hard to undersmnd the experiences of

and | iate its. 10 work with
us 1o identify and resolve issues and deliver this project
successfully for all those involved.

The more frequent meetings of the Thames Tideway
Tunnel (TTT) Forum enable greater opportunities for
dialogue and issue resolution where needed.

The Forum meetings were well-attended by stakeholders
and the topics discussed included the project’s legacy.
updates on progress and

for commissioning and handover,

Tideway received fewer comptaints compared with

the previous 12 months. The independent Complaints
Commissioner (ICC) received no appeal requests on
ICP decislons. Two complaints were escalated to the
Commissioner, one of which was upheld with remedies
now being put in place. Claims to the Independent
Compensation Panel (ICP) reduced (98 vs 108 in
2021/22) reftecting the nature and volume of work on
site. The Reporting Group notes thal there may be an
increase In claims as de-mobilisation works are carried
out and the project and the ICP will need to be prepared
for this.

Rt Hon Nick Reyasford
Indspendent Chair of the Tideway Reporting Group

STAKEHOLDER GROUPS
| Key and reg c bodies and
. stakeholders delivery partners
\\\ —
— e

. ©
o o .
Focis R s ‘
K i
— e -
ENGAGEMENT CHANNELS

Liaison Committee meeting
(including Thames Water)

Tanpar B Histonc England

forlonon e
GREATER
LONDON
ATHORITY
STRKEKOLDERS ALSO INCLUDE.

LANDOWNERS, ASSET OWHERS '
& LOCRL AUTHORITIES

Independently chaired
Thames Tideway Tunne! Forum

Bilateral meetings

Stakeholder survey

INDEPENDENT ROLES AND ASSURANCE

Independent Technical

Assessor (ITA): The ITA reviews !
Tideway and Thames Water reporting -

1o the Liaison Commitiee.

' Tideway's webgite.

Independent Chair of Tideway :
Reporting Group: ICP, ICC, IAS report |
1o the Tideway Reporting Group.

The Reports are available on

Independent Chair for TTT Forum H

-y
Communities directly Impacted
by construction

W

REGIOENTS  GUSMESSES  ScHOOLS

SERVICES :

Community Liaison
Working Group meetings

Letter drops about works
Newsletters
Community Infarmation Centres

Dedicated web pages
and other communications

independent services available to
support stakeholders, which inciude:

Independent Advisory Service (IAS): |
Offers independent help and support |
to stakeholders living and working
close {0 our construction sites.

Independent Compensation
Panel (ICP): Oversees and determines

claims made under any of the ‘
non-statutory compensation policies, |

Independent Complaints !
‘Commissioner (ICC): Assists
stakeholders who are not satisfied with
16 ICP's responso regaring a caim.

ANNUAL REPORT TIDEWAY 8
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The Tunnel Route

Financial Statements
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THAMES TIDEWAY TUNNEL Y
The ‘super sewer’ tunnel will run from the Acton Storm A
Tanks in West London to the Lee Tunnel at Abbey Mills
in East London, mostly under the River Thames. The flow
from over 30 combined sewer overflows (CSOs} will be

AN

N ¢ Aubey Mils

~\,~ \ Pumping Station
v )

diverted from the sewerage network inlo the main tunnel. -y ) @
From there jt will sun 1o the Tideway Pumping Station, A g
to be pumped to Becklon sewage freatment works, \ P4

) ) ) \u . - TOWER HAMLETS
The main tunnel construction used Tunnel Boring \ \ T

Machines (TBMs) in four drives from three main sites. . \ Lo

The primary tunnelling concluded in April 2022. b
CITY OF

- LONDON

CITY OF WESTMINSTER

HAMMERSMITH
AND FULHAM

KENSINGTON
AND CHELSEA

Greenwich
‘connection

l‘ lw}:mnt[\'.
—_— O

// _

RICHMOND

UPON
THAMES

SOUTHWARK N }
N ~ 4
LAMBETH \ \
R . L
|
Frogmore \ /’ [
WANDSWORTH V connection i p |
o tunnel \ 4
, 4 , 4
fl N | kilometres long metres wide
Y i
{ Travelling from west to east London, The main tunnel will have an internat
[ themain tunnet will be 25km long. diameter of 6.5 metres between Acton
Maphey | Two conneclion tunnels will be Storm Tanks and Carnwath Road
@ o amid i s [ ° @« i 4.6km and 1.%km long. Riverside. It will have a 7.2 metre
s — o g e g g g ! intarnal diameter at Abbey Mils
Gsaae — Gt i i rbea Suaot Gosiors Gch Sucet | i i
Sitont covevacton o e s Orve dirocton. 0 g © © I Fumplﬁg Station. '!'he Greenwich
Loy a0 el G5 e Vg S e O vy Ston © © ot Fomstone 1 cannection tunnel will have a 5 metre
O o (7] @ i internal diameter and Frogmore
Bt e ° o =} connection tunnel will be 2.6 metres.
Q 1o ® s Suson (@) 2o 9

L8¢ Tunng

NEWHAM

:
&

GREENWICH

metres deep

The tunnel needs to fall one metre
every 790 metees soit can be
sell-cleaning. Starting from
30 metres deep at Acton Storm
Tanks, it will finish 86 melres deep
at Abbey Mills Pumping Station.

ANNUAL REPORT TIDEWAY 10
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Strategic Report
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Our Business Model
The Value We Add

-0 ;

PURPOSE !
WHAT WE DO

VAR :
p SN ( STAKEHOLDER
7 cueaner”  aone > e b | VALUE

THAMES !

Tideway is building the N _ - . BYRIVER / PUBLIC SPRCES LONDON
Thames Tideway Tunnel The Thames Tideway Tunnel ) AN o Zﬁﬁ"ﬁlﬁ‘il?h‘.’:i‘;!

under the River Thames

~ creating a healthier
environment for London

by cleaning up the city’s
greatest natural asset, now
and for the foreseeable future.

OUR VALUES
HOW WE DO IT

SAFETY
Transform the

will dramatically reduce
CSO discharges, reducing
sewage-related fitter (and
plastics) and improving water
quality in the tidal Thames

Our river transport strategy will
aim to keep over 300,000 forries.
off Landon’s congested roads,
and could produce 90% less CO;
than the road equivalent

We are creating seven new
areas of public land In the
River Thames

« Ensuring that we leave
a positive legacy for London

« Developing the river economy

ENVIRONMENT
» A positive impact on the tidal
River Thames

+ Ensuring, where we can, that we
reduce our environmental impagt

COMMUNITIES
* Providing a river that locals
deserve and can use

« Enhanced local landscapes for
rectaimed fand and public art

health, safety and i~
wellbeing of all ~ OUR PEOPLE
* Aunique and innovative project with
[ i afocus on learning and development
LEGACY [_ » A safe and inclusive workplace

Create a healthier
future for London

COLLABORATION
Work together
as an effective team

RESPECT
For people, places
and resources

INNOVATION
Strive for excellence
in project delivery

00

ENRBLERS

SAFE OPERATIONS/DELIVERY
We strive to create and maintain a culture
of doing things safely or not at ail

See Health, Safety & Wellbeing

‘e

COLLABORATIVE PROCESSES

Tideway and Thames Water collaborate closely, while
we maintain an experienced, competitive supply chain

See Who We Are & What We Do - Delivering with our partners

EFFECTIVE GOVERNANCE, RESILIENCE AND OVERSIGHT

Our risk management systems and policy provide
a clear framework for managing and raporting risks

See Risk Management section & Governance section

STAKEHOLDER FOCUS

We aim to build enduring i ips with local
our neighbours, partners, suppliers and others we impact

See Engaging with our Stakeholders & Partners section

TALENTED AND PASSIONATE PEOPLE
We work to attract, motivate, develop
and retain the best talent

See Company & People section

EFFICIENT FINANCING
We aim to finance the project as efficiently as possible
to ensure that we minimise our impact on bill-payers

See Financing section

A itive and fair
package that incentivises delivery
and rewards success

SUPPLY CHAIN

« Industry and supply chain with
the right incentives across each
of our three contract areas

+ Providing opportunities for companies
and for workers to develop skills and
gain experience

« Industry leading innovations that
are shared via i3P

BILL PAYERS

inance the project efficiently,
minimising impact on Thames
Water bill payers

INVESTORS
* An appropriate return on investment

ANNUAL REPORT TIDEWAY 11
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Our Strategy & Priorities for 2023/24

HEALTH, SAFETY SCHEDULE, VISION, LEGACY COMPANY FINANCING
& WELLBEING COST & QUALITY & REPUTATION & PEOPLE
. . —~ ©
The Executive Team and Objective Objective Objective Objective
the Board have reviewed We ar targeting zaro fatalities or serious We want to defiver the Thames Tideway We want to maintain a supportive Deiver efective organisation change in line We aim to deliver efficient sustainable
wjuries, off or on-site. We will achiave this by Tunnel safely, at the right quality, and anvironment for delivering the projact wilh project requiremants. Continue 1o financing and financial risk management,
and developed targets and tling new standards for heallh, safety and efficiently. Critical to the final year of main and develop a positive reputation with support a high-performing, motivated and which minimises our cost of capital and
aspirations for 2023/24. wellbeing. This s the right thing to do for ion will be maintai i and our We want to continue to be engaged workiorce which will deliver better sSupports our investment grade credit rating.
i those invalved, as well as impraving ictabilty so that all a i iness in all that we do and value and help us retain key skills.
Reflecling on a year we have been able praductivity and reducing the chance of refalionships and intertaces can be demonstrate our ESG credentials in order to -
to evld:ncems:c::i:::lu: c_:z;p{:lh“on‘:; delays or stoppages. ‘managed well, y gw'd and retain trust. ) Key Long Term Activities
many aspet of oject. h
Y aspe proset, W T ¢ B Q Activitiec] Maintaining a low fisk financing position
vast majority of construction now : Vs N\ ~ A by preserving our Baal/BBB+ credil ratings
behind us we can be increasingly Key Long Term Activities Key Long Term Activities Key Long TermAct B and strengthening financing sustainability/
confident about our inal phase of AHSW programme which is recognised L (tx}_ {AINING DU COMEImENL Lo Gvarsiy ) ESG performance.
delivery and focus on Commissioning. iy

X as transformational in comparison to redictably
We are confident that we wil start provious projects. Cagusnathe Al y BB TEECTY Maintaining appropriate levels of iquidity,
cleaning up the river in 2024, with full

operation in 2025.
l [Frovidinganng ana dévelopment

Delivering HSW the ‘RightWay', in line
For the caming year we will: with the delivery programme, verified

our return to shareholders.

by appropriate assurance

N
I\

j Optimise our cost of finance to increase

+ Retain our focus on Health, Safety

Drive strong financial controf and

and Wellbeing seeking to achisve Maintain a focus on Health & Wellbeing ( fO1(erng Competitiveterms'and discipline across the company.
satety improvements from the 10 achieve relative parily with Safely. Priorities P
previous year with an increasing + Waorking with the Programme Manager, | S J Continue 1o build trust and confidence with
focus on worksita testing and Drive for en equivatent high level of HSW all three MWCs, the SIC and Thames CEEER R our stakeholders through high quality
commissioning. periormance in the marine environment. Water to safely deliver the most Del T m—— ) i Cut e i et ongmament ot sesomas.
« Achieve successiul completion of efficiont schedule. .
- . i R ater's 4 ™\
the secondary lining of the tunnel. s a Thames Water's ( ) p N
Priorities through the joint approach, to the ) 4 iori
» Progress Worksite Close Oul « Continue 1o reinforce HSW in the agreed programme for PCCD, Start « Maintain the Company Credi rating &
Stralegies, handback land to construction phase, o achieve positive of Systems Activation, SCCD, Handover stlictured sticcassiul delVery) TSR TR deliver IRR and sharehalder distributions
x\ames wm?x and for Thames ) previous in : — - - iniine with the financing plan.
ater to confirm our assels as 4 i o i TN G TRTE:
b allareas but spocifically high-nsk activities \ ) r ~ « Liquidity and investment management
ready for acceptance. including marine, and secondary linlng. OFWAT, Thames Water and DEFRA lo Priorities - conunue focus an capital preservation
« Agree the approach with EA, Ensure Tideway transfonnational HSW an approach and programme that best = Continue to manage ihe capabilities of the and liquidity and seek to optimise return,
OFWAT, Thames Water and behaviours and standards are realised n acheves early and successiul autcomes. lomaintain ajonedieamgculiure organisation 1o suppant and encourage .
DEFRA and other stakehelders the forthcaniing worksite testing and « Ensuring that the asset being delivered efficient delivery through a motivaied and p
to System Commissioning. commissioning phases. is of the right quality, by empowered team and dlefiver restructuring Retevant Principal Risks:
* Implement the HSW strategy for MEICA contemporaneous tmely, quality engagementwithlocalfregional and] activities in line with project requirements. Programme delivery.
* Maintain the positive stakeh alla i sk i i N * -
Maint pos kehotder nstallation and site c > ¢ d paruculady » Refine our sirategy for the future of the « High impact. low probability events.
environment - with engagement and review o detormine ffectivencss. | to achieve Systems Activation. T company. Crodtt rick rat
" - : L ; 2 * Crecht risk rating.
through the Liaison Cornmittee, T « Commercial status of all three MWCs, (. ) /| intiation,
TTT Forum and other channels , 2 SIC and Tharmes Water aligned to Priorities - : « | Reguiatory anc poticat.
and partners. Relevant Principal Risks: Tideway's abjectives for cost and + Continue 1o ensure our siakehokder Relevant Principal Risks: J
« Increase emphasis on our Vision + Healih, safety and welibeing. schedule which support an efficiers, engagement programme supports *
i i clean project close out. successtul completion of the project, + Highimpact, low probability events.
of reconnecting London with the + High impact, low probability events. " N o
! ° ! L 1. i} which includes engagement with + Reputation.
River Thames and local effoctive Continue to handback areas on Tharmes Waler and cri \ J
angagement for site close out completion of construction (including
and openings. architecture and landscaping). and/or * Communicate the benefits of Tideway
worksita tesiing and commissioning vithin the context of the neightened public
{as applicable). avrarenass of sewage polution and
J growing calls for i 1o be tackled.
e N | * Ensero that we daiver on our esseniia
Relevant Principal Risks: ESG commitments and sign off our
+ Programme deliver legacy, sustainability and community
o4 4 programmes effectvely.
+ Supply chain failue.
« High impact, low probability events, - Z
« Intertaces with Thames Water. Relevant Principat Risks:
« Regulatory and palitical. « High impact, tow probability events.

—— S—— y o

« Reputation.
\_ Pl

\—
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Health, Safety & Wellbeing

ISiratogic Repord

Corporate Governance, [ [FinanciallStatements) ] Q

OBJECTIVE

We are targeting zero fatalities or serious injuries, oft

or on-site. We will achieve this by setting new standards
for health, safety and wellbeing. This is the right thing to
do for those involved, as well as improving productivity
and reducing the chance of defays or stoppages.

PERFORMANCE

There were no major injuties during construction in the year
and no significant ncidents as a result of our manne, MEICA
or architecture and landscaping activities.

The project’s three-day Accident Frequency Rate (AFR-3) of

0.14 (s less than hall the highest level seen on the project m
2021/22 and continues 10 be lower than comparable projects

-
PRIORITIES

« Continue 10 reinforce HSW in the construction phase, lo
achieve positive improvements on previous performance
in all areas but specifically high-risk activities including
marine, tunnelling and secondary lining.

« Implement the HSW strategy for MEICA {Mechanical,
Electrical, ion, Control and i
installation and site commissioning risks and review
to determine effectiveness.

| a@mm ]

Maintain strong HSW performance,
including Marine

H Target Actual
Safety record better than on
recent major projects
improved performance on 2021/22 TraCk
Number MEICA cnd
of major Architecture and
njuries* Landscaping Works
Target  Actust [ P
t
0:0] O e
! & N7

atan stage of . This 1s testament to the
continued efforts. made at every level. to eliminale and reduce
accident and injury occurrences.

During the year, there ware 13 lost-time incidents (compared
10 19 in 2021/22), of which five were RIDDOR specttied ijuries,
and five high-potential near nusses. Any incident classified as
significant. insluding the above categories, are subject to
thorough investigation to identify inmediate and root causes,
so we can actions (o prevent and ensure
lessons are shared and learned.

Tideway is proud of the open and transparent reporting
culture on the project and the depth of investigations that are
subsequently undertaken.

We recognise the importance of nurtuning this positive culture
and are e 10 strive for
peiformance as we progress further inia the project.

Tidaway's recent Social Impact Study, undertaken to evaluate
our legacy proyramme, concluded that the social value of
accident prevention accounted for almost a fifth of the project’s
social value - more than any other categary measured. The study
concluded that this was in part atiributable to the nigorous health
and safety training, delivered through the immersive EPIC
(Employer’s Project Induction Centre) experience.

RIGHTWAY

RightWay s our health, salety and wellbeing approach, that
conlinues 1o be embedded in the construction phase and
specifically high-risk actvities, including marine. tunnelling and
secondary lining and has now been incorporated within the
MEICA and sile project phases.

g

000

0514}

p2rasy

0lo0

0413

The RightWay in Delivery initiative, introduced in 2018/19
continues to provide an opportunity for site teams 1o showcase
innovations and good practices aganst Tideway's six pillars of
Healih, Safety and Wellbemng. The initiative was developed in

ion with the Project and the MWC teains,
it ensures that we celebrate and promote ownership of goad
practices on site. it encourages teams to consider and adopt
best practices from other sites and provides smaller sites with
an opportunity to contend with the larger hub sites fairly.

Deptford Church Street was the stand-out site this year winning
two quarterly and five monthly awards across the Competency.,
Leadership and Sate Warksite pillars. The team consistently
exceeded the high heaith, safety and wellbeing expectations

HEALTH AND WELLBEING

We continue with our aim

to maintain a focus on Health
and Wellbeing to achieve
relative parity with Safety

and to minimise and mitigate
any health risks arising from
our work, whilst supporting
the wider health and wellbeing
of our workforce.

the project has set, wxcellent and
communication throughout,
*Dhatiusons. Maior inlury; ary iy tiat o oty i
AFR-3 12 9 e A st e for v
tor over e for Fudos, Rowd Taffc 2 AR 7. 3

OCCUPATION HEALTH INSPECTIONS (OHI)

With our Occupational Heatth (OH) Service Provider we continue
1o deliver targeted health and wellbeing educalion and support.
A projact to identify and address hypertension was concluded
with over 1,200 assessments carried out. Twenty three per cent
of the workforce were recorded as ‘at risk’ and were referred

to their General Practitioners for longer term management.

All the workforce were offered ongoing monitoring, support
and education to reduce their risk of cardiovascular disease.
The project proved extremely successful and has been shared
with other canstruction projects.

The OHl is used to record observations, both positive and
negative, refated 1o occupational health on site. They may
include reviews of the effects of noise and vibration, manual
handling, substances hazardous to health, thermal comfort
and lighting.

We have continually looked to improve the inspections which
now target key risks, Whilst the continuous improvement on
managing health risks is important, the coaching programme
with the O ygi that ies the

i is invaluable. Improved and
understanding of our construction teams benefits site activities
duning the inspection bul also at the activity design stage.

MENTAL HEALTH

Mental Health of the workforce continues to be a major driver
for the project and has been supporied with the Mates in Mind
programme, Mental Health Firs! Aiders, Menlal Heallh First
Aider Networks, and support from local services.

Tideway set up the Mental Health Working Group (MHWG)

in 2018 to infarm the actions we need to take, both now and in
the future, to improve mental health at Tideway and within the
wider industey. Initiatives mclude:

* Mates in Mind ‘Start the Conversation’
and ‘Manage the Conversation' training.

« Mental health action plans using the Tideway
Mental Health Matunty Matnix lool.

« Providing mtormation sessions o support individuals,
including arranging access to specialist advisers to help
minimise the impacts through the cost of living crisis.

ANNUAL REPORT TIDEWAY 13



Health, Safety & Wellbeing

NDUCITIION
CENTRE{(

Working with Active Trnng Team. Tideway developed and
launched the EPIC prorramme in 2015 and. to date. cver
23.000 peopie have attended EPIC and over 1400 haws
atiended EPIC Logistics, a Flet Operator Recognition
Scheme - FORS - Silver zecradited coura for HGV drivers.
Thig includes peopls working o Tideway and from other
interested compauies, which supports cur aim of being
trunsformational 2na further improving health and sofety

in the wider corstruztion mdustry.

The induction seez new starters on the project immersed in

an on-gite storyi.ne, tupported by a cast of zctors, working in
speciatly designed sets. Characlers are introducud and those
on the course can sew, firsi-hand, tha ceiises nd effects of a
fictionzl accident on site. Participants are then invited to discuss
the evints that led to the accident and learn the importance of
individual responsibility in keeping themzelves and thewr
colleagues safe on site.

EPIC has evolved since its launch. with each iteration gesigned
to reflect a change in the phasa of the works on site. This yoar
T:deway taunched the fourth and final itcration of the storyling as
ne pro;ect Movas into mstallation and commissioning phases.

Eorlier 1n the programme researchars from Loughborough
University described EPIC as ‘an excellent exampla of Tideway s
Tran.fi il 1" approach to oc health and safety
ard has been very well received’ which provides important
leugons for the constructien industry and OSH practitioners in
othur gectors.

Feedback remains overwhelmingly
positive, with people taking away
three key lessons from the day:
personal responsibility;
communication skills;

and the importance of safety.

On the EPIC sel, whera more than
23,000 people have been inducted
anto the Tidevsay project
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Schedule, Cost & Quality

-
0BJECTIVE

We want o deliver the Thames Tideway Tunnel safely at

the right quality and to best vatue. Finishing earlier would

reduce cost, banefiting bill payers and investors, and

deliver environmental benefits more quickly and reduce

disruption to local residents.

I
PRIORITIES

+ Working with the Programme Manager, all three Main
Works Contracts (MWCs), the System Integrator
Contractor {SIC) and Thames Water lo deliver the best
value for money schedule.

« Comtinue to handback areas on completion of construction
(including architecture and landscaping), and / or worksite
testing and cominissioning (as applicable).

- Maintaining Thames Water's continued support through
the joint approach to the earliest possible Preliminary
Commissioning Commencement Date (PCCO),

Start of Systems Activation, system Cammissioning
Commencement Date (SCCD), Handover and

PERFORMANCE

Tideway continues (o progress the construction activities and by
2nd of 2022/23, we had completed 87 per cent of our programine,
The change in the expected Handover date to the second half

of 2025, compared with Q1 2025 last year, was due to a slower
than expected start to secondary lining and early production
rates heing low in the East area. We have seen improverents
since year end in secondary lining rates in Main Tunne! D which
could mitigate part of this forecast delay. This provides a higher
tevel of confidence in achieving the forecast commissioning
commencement date in 2024 and for the system to come into

full operation in 2025. The cost estimate is currently £4.5bn which
is a five per cent increase from the previous year (two per cent
since th interim accounts), with the cost of prolongation and
cost inflation being the most signiticant contributors 1o change.
While there remain uncertainties, which are typical for projects at
this stage that could Impact on luture costs, we remain confident
that the itnpact on customer bills will remamn well within the
pre-Licence award estimate of £20-25 (in 201415 prices).

As we move closer 10 slarting commmissioning in 2024, Tideway
and Thaines Water continue to collaborate and implement the
“Jomt Approach’ to detiver the earliest possible Prefiminary

Ci C

=+ Obtaining commitment from the EA, OFWAT, Thames
Water and DEFRA to the most flexible approach for
bulkhead removal that minimises the impact of sewage
discharges into the River Lee whilst enabling the best
value for money schedule to be achieved.

* Ensuring thal the asset being delivered Is of the right
quality, demonstrated by contemporaneous qualily
certification and particularly certification 10 achieve
Systems Activation.

* Commercial status of all three MWCs, SIC and
Thames Water afigned to Tideway's objectives
for cost and schedule.

.

Date (PCCO), Start of System
Activation, Hanclover and Acceptance. Dedicated teams from
Tideway and Thames Water are continuing ta work together on
finalising the plans for System Cormissioning and preparing the
teams 1o operate and test the tunnel system. 2024 will see the
system commissioning plan finalised and formally submitted to
Thames Water leading to the process of officially commencing
the system commissioning phase of the project agreed.

The progress of the ‘Joint Approach’ s reported on a monthly
basis 1o the Interface Conmittee and continues to set good
foundations to work tagether over the coming years.

CONSTRUCTION QUALITY
The lavel of non-conformance and re-work on the project

2622/ 23| MEASURE]

Delivery against the best value for money
schedule ~ Schedule Handover

Target Actual

Fully operational in
2025 with the *handover’
date fikely to be in the
second half of that year

Handover by
quarter one 2025

Delivery against the
regulatory buscline - cost*
At

v

JSESL 200 19Y

has continued to remain at a tevel, with no critical
defects being reported this year and to date on the project.
Construction quality is the responsibility of the System
Integrator Contractor and Main Works Contractors who
self-certify therr works. This self-certification is overseen
through regular surveillance by the Programme Manager.
Further technical assurance is provided by inspections from
Tideway's NEC Supervisor team with regular oversight by
Tideway's Chief Technical Officer. Tideway's Quality
Management System Is subject to annual senior management
review and interna) audit. These levels of assurance provide
the project with a robust Iramework to drve construction
quality compliance and anable an integrated approach for
dealing wilh quality related issues.

s Oiwat st iy OF £3 1001 31 £0115 st

COMMERCIAL
Each of the MWCs’ target prices have been adjusted to reflect
Conmpensation Events (risks retained by Tideway). The primary
areas of change to the MWCs relates to finalisation of the
10 and the i
of Tideway's Phased Commissioning Plan to the MWCs' scope
of work. This includes the introduction of incentives for ongaing
progranime alignment between the MWCs and efficient
delivery meeting Tideway's objectives. As a result of these
activities, all three M'WCs are collaboratively working with
Tideway to finalise the detailed construction schedules to align
with key milestone dates for the overall programme.
the Systems ion C: ‘s
dates schedule has been aligned with the MWCs' programme
for mesting the Phased Commissioning Plan. Subject to final
ial di: all parties are incentivised and
aligned in therr ial approach for
delivering the remaining works on the programme and in line
with out health and safety objectives.

SYSTEM COMMISSIONING

Dunng the year significant progress was made i preparning
for system comnussioning with the completion of the initial
version of the Systerm Commissioning Plan by Tideway
including contributions from all other Tideway Alliance
members. The Plan was submitted to Thames Water in
October 2022 and then appraved i principle in March 2023
n with t1e agreed The Plan is
expected 10 be finalised and agreed formally during the first
half of the 2023/24 financial year, It comprises a suile of around
80 documents that provide the integrated approach for the
Alliance to work collaboratively together for the successful
achievement of System Commissioning.

Alongside the System Commissioning Plan Tideway and
Thames Water have also made siynificant progress in
developing and ayreeing a newly produced Strategic Intent
that is supplemental to the original suile of project documents.
The Strategic Intent is designed to increase the resilience of the
programme feading to the formal Handover to Thames Water at
the end of the System Commissioning period. It also contains
that the which support the
efficient and effective final Acceptance of the project by
Thames Water in the following phase. Formal agreement
of the Strategic Inlent I1s also expected during the first half
of the 2023/24 finanzial year.

il 10 5 5041 w1 Gttt s
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Schedule, Cost & Quality
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WEST AREA

SECONDARY LINING has been
completed and landscaping works

on several sites are entering their
final phase before opening in 2023-24.

The secondary lining required o provide additional sirength and (o creale
asmooth surface over which flows will travel once the sewer is operational
was completed, a major below-ground milestone for the 7km west section.

On the surface, works to create new areas of public realm have progressed well,
including at Putney and King George’s Park. The project’s first installation of a
niverside signature ventilation column - required ta regulate the gases within the
super sewer - was completed at Putney. Public art instaliations at Dormay Street
and King George's Park were also completed.

Further highlights included:
* The shaft at Carnwath Road was secondary lined. (All 21 shalts on the
project have now been secondary lined.)

« The handback of areas after complation of construction continued with the
project handing back the changing roomis at Barn Elins Sports Centre and
parts of the Dormay Street site.

CENTRAL AREA

SECONDARY LINING has been
completed and sites with new
areas of public realm have
begun to take shape.

As well as completing secondary lining across the central section of the tunnel,
there were several other significant below-ground achiavements, including the
completion of the 50-metre connection unnel linking the shaft at Chelsea to t
he main tunnel and the secondary lining of the shaft at Kirtling Street.

Above ground, key elements of the public realm at many of the riverside sites were
installed. including signature vantilation columns at the Victoria and Alber sites.
The river walls at Victoria and Chelsea were completed and at the Chelsea site,
intertidal terraces were constructed and planted with species to provide a
biodiverse habitat when the terracing ‘floods’ at high tide.

Further highlights included:

« At our Kirtling Street ‘drive’ site. the 21-metre high acoustic shed ~ built to
contain notse and dust to allow for 24-hour tunnelling - was dismantled and
six pracast concrete cover beams, each waighing 150 lannes, ware inslalled
over the shaft.

» Shait cover stabs were completed at Albert, Chelsea, Cremorne Wharf,
Falconbrook and Victoria.

« The cofferdam at Heathwall was removed and work to remove the

———————— . d

EAST AREA

PRIMARY LINING on Main Tunnel D and
the Greenwich Connection Tunnel was
completed and the team are progressing
secondary lining on both tunnels.

The year began with prmary tunnelling on Main Tunnel D and the Greenwich

e ion Tunnel being y lining then got underway in both

tunnels and by the end of 22-23 the Main Tunnel © leam was approaching one third
distance and the Greenwich Connection team was approaching the half-way mark.

The connection to the Lee Tunne! originally required the removal of a concrete
bulkhead between the two tunnels. During the year, an additional isolation walt was
constructed. This new wall allows for the earlier removal of the original bulkhead and
represents the final isolation between the tunnels. Engagement continues with

including Liaison Committee, as to the approach to and timing of the
removal of both the bulkhead and the wall which preserves the environmental
benefits secured for the Channelsea Creek by the operation of the Lee Tunnel over
the last 7 years.

Above ground, the team at King Edward Memorial Park in Wapping began installing
the new river wall panels which, thanks to their irregular ‘shelving’ pattern, will
encourage biodiversity ta flourish in the area once the wall is exposed to the
Thames River. For more information on how our structures are encouraging
biodiversity, see page Vision, Legacy and Reputation.

Further hi included:

al Chelsea, Victoria and Blackfriars got underway.

* The secondary lining of the shaft at Greenwich Pumping Station was completed.

* Local authorities gave the green light to our above-ground plans at the
Greenwich, Deptford and Earl sites. This includes our plans tor artwork and
architectural elements.

* Winning the Project of the Year award at the New Cwil Engineer Tunnelling Awards
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Schedule, Cost & Quality
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SYSTEM INTEGRATION

System Integration (S) is the part of the programme

that ensures the readiness of the system for operation,
maintenance and reporting at all sites across the Thames
Tideway Tunnel system.

MATERIALS
TRANSPORTED

‘The team completed the installation and testing of the server
and control room elements of the supervisory control and data
acquisition - SCADA - system at Beckton that will monitor and
control the whole tunnel. Individual siles are being progressively
integrated into this system with the first integrated system
acceptance site test completed at King George's Park.

BY TIDEWRY
2022-23

Work continued or got underway across all available sites
during the year and the SI team achieved milestones on west
and central sites., including local worksite system acceptance
tests at Barn Elms, Dormay Street and Chelsea. This is a key
test that all sites will need to pass before they are ready for
system commissioning.

MORE BY RIVER 5 6
During the year we transported 208,000 ]

tonnes of material by river compared TR
with 68,507 tonnes by road.

Qur river movements consisted of removing excavated
material from the East section tunnels whilst also delivering
secondary lining for Main Tunnel A at Carnwarth Road, and

from ilsir within West and
Central sections. At Kirtling Street, we continued to support
river use by importing aggregates for secondary lining of the
main shat.

33,000

o L

WHICK MEANS
336,000

SRS TR Y Ny

The total quantities transported by river to date is 5.633.000

tonnes. This consists of 4.810,000 tonnes of specified materials

that are required to b transported by river under the River

Transport Strategy and 823,000 tonnes of additional materials T
that were transported as part of the More by River Strategy. e -

The benefits of this was to avoid around 336,000 HGVs or
672,000 HGV journeys on London's road network; saving over
17.1 million HGV miles; and avoiding in the region of 24,000
tonnes of CO2. These carbon savings have been subject to
third party See our inability Report for
more information.

Lo BGRIDGGN T
With the completion of tunnelling we have exceeded our lagacy e~ -
commilment to transport 90 per cent of material excavated to T -
create the main tunnel by transporting 100 per cent of main

tunnel ansings by river. We have also completed our .
commitment to improve Health & Salety on the river for Tideway

river iransport workers. 103 Inclividuals successiully passed the

innovative boat master competency validation at HR Wallingford

ship simulation centre. Further details of our Legacy progress

can be found in the Vision, Legacy, Reputation section. -

Saving 24,000
tonnes CO2
emissions

Tideway is using clay excavated from the
west of the project and chalk from our
tunnelling in east London to enable a
110-hectare site on the Thames estuary
to undergo a ‘green transformation’.

118 Lreated at Raisham, which s
SPB, i what 15 theught to be ks
a0 the M25, It sits close to
1.0 enisting RSPB-run sites ~ Ramtiam Marshas and the
Wennngton Marshes Natuie Reserva - and although stil
beny de. oluped, the site is already home to a number of
birds. including lap ving, ittt nnged plover and red sha

Aspaitof i omittments, Tidovay his
transportod o st totines of natetial by barge to
the st The city it by usied to Create an migsermeable
Tayer o retain water in whtle the: chalk i
areiting @ voed lindse

piekseeknistsiteloenglesiorealil
finfls wely, using rEderEl elig et
jromnldeepibepeatfifoncony
iSyTSEaniasticaVianvibiiSpecies)
Siteldevelopsfovegthelcoming
yeers, Tiolowey's emmiivnsri o
Lepeticialiiietseiiheigexcavated]
nateralisioreaifiolSees

[AtanUchinson®RSPEYALes Managerykentand Essex)
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Vision, Legacy & Reputation

Strategic Report

J which saw 118 sup
Level 3 Certificate in Leadership and Management.

2022/23 MEASURE On iceships, 151

contraied offices at Camelford House and the Cottons Centre
Location based H

apprenticeships with Tideway, a ratio of 1 in 29, I Total Scope 2 Emisslons “ m,a“ 485.93
which was ahead of our 1 in 50 target. — — - —
! Support from Stakeholders ) ) [[Scape 3 Emissions - Embedded {Cradle to build) ]
Target Actual Onour to people with -
M | we offered sustained employment to 37 individuals. We did ' L Aggregotos - 2680
No material schedule None ! not achieve our challenging target of employing 1 in 100 Fult Asphalt i - 9
impact as a resuit of Time Equivalents however we did achieve positive oulcomes Concrote oo

for indiviciuals and learned many tessons to inform other
organisations who are seeking to support employment for
people with convictions in the future. Further information on
our work lo support paople with convictions into

. stakeholder intervention

Percent of live legacy

328,717

Materials (A1 - A3)

commitments on track can be found here.

Actual

9270

Terget

. utiitios (as)

Water E

d ranspo - 1761
| Logistics (aa—ag) | rowdlenseort L . 76t
: Rivar transport - 7221

| Total Scopa 3 Emlssions B !

‘<cones” by 1he most
#GHG) Protorol Scopa |

518,183° |

wiery: steam,

naconpeny’s
Ve ciain
This yats wo zwe anly epoming our Projoct Ttat (o Data (FTD) ures, 7ot cur finaneial yoar
rgunds. T was SubimtOe By

c o

via thaw Wi o S
DrGvide s grarktar Gatnl o the SOUrCas 0f our MoACs.
10 assws

4 from

(A4 - AS) i consiruxcion i enpacts (AS)
“Sublatals iy not sum up dua 15 rouncing.

- \
OBJECTIVE PERFORMANCE CARBON ETHICAL SUPPLY CHAIN
We want to maintain a supportive environment for As our legacy programme continues, we completad or As the project gels nearer to completion, we appointed a Tideway supports ethical practices in the supply chain by
detivering the project and develop a positive reputation ‘closed-out' several commitments that have enabled us third-party organisation to produce a critical review paying the London Living Wage (LLW), paying SMEs within
with our Stakeholders. to deliver wider benefits to London and beyond. Our work statement iollowing the Greenhouse Gas Protocol guidance 30 days of invoice, providing job security by working under

to engage the public and our stakeholders in the Tideway on assurance and veritication. This review did not uncover contracts and by maintaining a strong position on tackling
We want to continue 1o be a responsible business in all project stepped up in the context of an increased public any material issues and we are on track 1o stay within our Modern Slavery by having a robust Modern Slavery and
that we do and demonstrate our ESG credentials in order focus on sewage pollution and the protection of waterways original carbon footprint target of CAPEX (embeddec) Human Trafficking Statement. This year we became members
to build and retain trust. ) and. as we gst classr o complsting the project. Thiough our (Scope 3) ~770,000CO2e. of Bright Future, an organisation that helps to place survivors
7 g vn’/‘llz::\::sx?r Jacol.)s\ the pmu_:m received external We have addressed areas in which our carbon data could of Modern Slavery into work.

e N\ award at the 2022 Sustainable Consultancy Awards, be improved. we have also updated our SWOT analysis. We are also committed to ensuring that 100 per cent of our key
PRIORITIES . Tideway's oliorts were with the More detail on our carbon appraach can be found in our - building materials (cement. aggregates, steef) must be cerlified
+ Continue to ensure our staksholder engagement Best In-House Communications Team’ award in the private Sustainability Report. {0 either BES6001 Responsible Sourcing of Construction

supports of the sector category of the PR Mamant Awards and with a Products. CARES Sustainable Constructional Steel (SCS) or
project, which includes engagement with TW and critical i tho Same Cateanry at the PR Week Awards. e Eco-Reinforcement as applicable. All timber being used on
stakehotders o ensure a joined-up, ‘one team’” approach commendation in the same category Scope 1 Emissions - FY eTo site must be certified as FSC andor PEFC standard.
Operational (OPEX) 1€020 €020
« Evolve the narrative to reflect Tideway's position as LEGACY o
peration of the tunnel |
aleading environmental project and prepare for GAC N "o : EN T AND COMMUNICATION
A We completed (‘closed out') nine of our 54 legacy A ol " ) .
successful defivery. e Tideway has a proactive communication strategy to keep
commitments. bringing the total closed to 25. We achieved Total Scope 1 Emissions operation its informed about the benefits and progress
« Ensure that we deliver on our essential ESG or exceeded our targets in eight of the nine i — - : ot °
commitments. In refation o health and safety training, we achieved the Scope 2 Emissions - Indirect Emissions of the project. We contined to host visils and meetings for
i trained to ILM Electricity consumption used by Tideway (Bazelgetta Tunnel Lid) stakeholders and regular fora with local residents to explain

construction activities and potential impacts. Our 24-hour
Helpdesk received 1,908 enquiries and 345 complaints -
reductions of 24 per cent and 25 per cent respectively,
compared with last year.

To inform the public about the project we engaged extensively
with media with coverage in local, regional and national outlets
demonstrating the progress of the project and what it will
eventually deliver. Interest in the project was higher than ever,
due 1o the significant increase in campaign activity on the issue
of sewage pollution.

We were active across a range of social media with daily posts
about progress and our legacy programme outcomes and our
regular YouTube Tunnel Vision series. We distributed our River
Times publication. directly to residents living close to our sites
and we opened a new stakenolder engagement centre - the
Tideway Hub - at our Abbey Mills site, enabling stakeholders
10 view 1he project at close guarters.

More detail on our carbon approach
can be found in our Sustainability Report.

DOWNLORD
SUSTRINRBILITY
REPORT 2022/23
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Strategic Report
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‘Vision, Legacy & Reputation

COMMUNITY INVESTMENT,
CHARITABLE GIVING AND VOLUNTEERING

We completed our community
investment and volunteering
programmes having delivered
significant benefits to people
and organisations across the
capital and exceeded our targets
for staff giving their time.

) Tideway's ) From the start
i community . of the projectour |
! investment staff have given :
programme
helped a 33,268 !
total of

HOURS

48216 . oF THEIR
PEOPLE "'miME

and i
: to support our
‘. communities

512
ORGANISATIONS

We also completed our funding for the charity parinerships
supporling our vision to Reconnect London with the River
Thames. These partnerships which completed at different times
during the past two years, covered different aspects of river
connection for communities: leisure with Landon Youth Rowing:
heritage wilh the Museum of Landon Archasology; and

ntal and with Thames21
and lhe Creekside Centra. Impacl reports on alt four of them
are on our wabsite.

In autumn 2022 we developed a support package to help our

35 charity and community partners with the cost-of-living crisis.
We funded mental health and financial welibeing training for
their staff and gave 17 smafl grants for those with a community-
facing space to help with increased energy bills. We gave a total
of £19,186 in charitable donations as well as £3,275 worlh of
in-Kind donations. Staff across the project raised £29.309 for
charity, including more than £11,000 in the ‘Oarsome Challenge',
a 16-mile row on the Thames through central London.

STEM ENGAGEMENT

QOur programme to inspire
young people into STEM was
completed during the year.

Our staif exceeded the voluntaaring target set for his legacy
commitment at the start of the project, with 3.2 hours per
3 FTE yaar to date compared with a targst of 1 hour/3 FTE.

Since the start]
ot the :ﬂ'ﬁo{%:'r'te have
98,666
VOUR®
fand]

a8

Around 40,000 bricks have
been used to create new
fioodabie terraces at Chelsea
Embankment, complete vith
rushes and grasses

ENHANCING]BIOBIVERSIY]

Tideway is an
environmental project,
which will dramatically
reduce the volume of
sewage being discharged
into the Thames.

Thus will result 1 improved nver water quality which will
heive butisticial s$etts un ish ad invertebrate density
and abunaunce. Theough our desigh process we have
alsu sought to enhance biudwersity throtigh the
stucigies we dre creating.

Most of our kiosks, which are home to the mechanical
and electicdt squipment 1aquited th uperats the tunnel
support biodiversity through the inclusion of biodverse
ofs. as do cur two large 1aised shatts at Greenwich and
Eal Purping Stations in East London, At our Barn Elins.
site m west Lotidon a bug hotel wraps around the kiosk,
providing vital refuge for nsects.

Within the river, our Chelcea and
Albcrt Embankment cites, King Edward
WMcmorial Park, Chembers Wharf and
Dormay Street will be planted with
native species in the intertidal torraces.

These terraces wili flood at high tide and will provide @
richly biodiverse habilal of plants and maring Ife. The
maintenance regime will include ecological reporting to
the Environment Agency to nform their ‘Estuary Edges’
research and share hnowledqe lo other developments. (n
ihe east our nver wall cladding at King Edward Memouial
Park and Chambers Wharl has been specially designed
with a rough texture honzenlal ledges and deeply
tecesved mches to encourage colomsat.on by Rura and
micrgorgamsing, and walls elsewhiere use rough texlures
and timbe fenders to enhance ecolugical vatue.

Further information on this and our Community
Investment and STEM programme can be found
in our Sustainability Report.
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Company & People

Strategic Report

Corporate

r “
OBJECTIVE
Deliver etfective organisation change in line with project
requiraments. Continue to support a high-performing,
inotivated and engaged worklorce which will deliver better
value and help us retain key skils.
w
~

-
PRIORITIES

« Conlinue to manage the capabiities of the organisation
10 support and encourage efficient defivery through a
motivated and empowered team and deliver
restructuring activities in line with project requirements.

« Retine our strategy for the future of the company.

| Employee Preserving a values
| diversity* driven, skilled,

i Porcentage of women diverse and

| within Tideway at 31 March | engaged workforce
i’ Terget : Torger

j VALY  Subjective

i i

3 Actual i Actual

‘ aomRly ! 2022/23

| 339%, | Green

| 0 i

H i

| :

2019/20

2018/19

2017118

PERFORMANCE

We returned to a full engagement
survey in 2022 to get a sense of how
our people were feeling post pandemic
and with hybrid working. We are still
performing well, with our scores close
to our 2021 full survey results.

DIVERSITY AND INCLUSIVITY

TIDEWRY'S ACTIVE STAFF
NETWORKS LGBTQ+,
GENDER, RACE, DISABILITY
AND CRRERS, HELP DRIVE
AND SET OUR DIVERSITY
AND INCLUSION RGENDA.

We missed our target of 40 per cent women on the
project but we conlinue to focus on support 1o working
women on the project, including blind recruitment,
mentoring, coaching, targeted development activities,
and using our inhouse inclusivily champions to ensure
that nio bias is present in internal activities; recruitment,
succession planning, and appraisal moderation.

o)

Tideway is open and
honest in its communications
with employees?

[2022/23 Favourable

| am treated with respect
as an individual?

Tideway values and
promotes diversity?

12022/23 Favourable) [2021/223

897/o

. 2023
T AT

| I -
PERFORMARNCE et wan 2125 LI
ENGAGEMENT Bourc ) N
suRva Senior Managament 822 a0 9 W a4 W 2 3w v om0 7 2
Other Empioyees 128 250 378 125 226 3% 109 191 300 90 168 258 76 158 236
[Fota- \Lus*l_ 2!1” | uszL zuﬂ 406} 124[[ 224 48 wsﬂ mj[ 02| u;ﬂ_ ﬂmu z7sj

inclucies Tideway employees and our project management contraciors (Jacabs) and Sharahordar D.mmm

** Includes shajenolder Diraciors

TALENT

We annually review our succession plans 10 ensure thal we
understand our sirength at a senior leadership team level and
identify those individuals who have potenlial to progress within
the organisation or due to the nature of the project, extarnally.
Other recognitions during the year included:

+ CVB winning the
at the 2022 Water Industry Awalds

* Tideway was a Race Equality Week spotlight company

Q o
i Apprentices
Year Average

‘Dm5® 1

|
Projectto date |

1n28

People with convictions

Yeor Average Project to date
001 9858] Jn 40

Residents across 14 london boroughs
End of Year

25%
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Many people with a previous conviction find
it very hard to get a job — just 17 fer cent are
in salaried employment a year after release,
according to the Government.

Tideway recognised that the scale of the project created an
opportunity to tackle this 13sue and to show leadership within
construction. Tideway established an ambitious target that 1

in avery 100 jobs on the project would be filled by a person

with & previous conviction We signed up to the Ban the Box
campalgn in 2016 and removed any tick box from job application
forms that asked about criminal convictions. We also worked
with charities such as Bounce Back, Key4Lie and Thames
Reach to advertise roles on the project to people with a
previous conviction.

Up to September 2022, when we closed-out the legacy
commitment for this area, we provided sustained employment
(i.e. for more than 26 weeks) for a total of 37 people with

Tideway also had a series of initiatives
1o support our commitment:

« We transferred unusad Apprenticastup Levy funds to A Fairer
Chance, a Londan-based Community Interest Company (GIC)
which works to help those with experience of the criminal
Justice system. We funded two apprenticeships which helped
the apprentices, through the work they did, and idirectly
helped other people with convictions into employment.

* We collaborated with the Corbstt Network, that works with
those in prison and after release. to create a Legacy Fund
which gave grants to three organisations including a grant to
the Hardman Trust to suppor! six to eight Londoners to get
into the construction industry - funding toals, training courses
and tailored one-to-one support.

« Tideway staff ran workshops In prisons designed to grow the
confidence of inmates and teach skills neaded to apply for
jobs, such as interviewing and CV writing.

NN “A

)
N i, ':‘.

AR
S

We signed up to
the 4z hs Bex
campaign in 2016
and removed any
tick box from job
application forms
that asked about
criminal convictions.

Read more here.
convictions. This 1 in 149 ralio was below our target of 1 in 100
~ but the depth of this impact is significant: our impact
assessment showed that it has a social value of £2.3 million,
Wi 4 G 14 0 ATt 1 AP i N VNS S0 78 T N At S i o e s, ottt

o

REPORT FROM DESIGNATED NON-EXECUTIVE
DIRECTOR BARONESS MCGREGOR-SMITH

As | enter the fourth year in my role as

the designated non-executive director
representing workforce matters, | am pleased
to report that Tideway continues to maintain
a supportive and inclusive culture.

Meeting with the Employee Forum representatives allows me
to understand not only how Tideway's policies and practices
support the team. bul also how the cullure underpins the way
the company operates and responds. The last 12 months have
seen unprecedented tinancial challenges for many with high
levels of inflation impacting individuals daily. | am pleased to
note that actions taken by the company to help alleviate this
through a temporary cost of living allowance was well received,
As the organisation evolves iinto the next phase, working with
the Employee Forum, who are briefed and consulted on,
potential future changes provides effective feedback and
valuable insight for the Board and sXecutve nianagsment;
whilst individuals may seek more information and clarity

on what the future took may look like for them personally,

1 am re-assured that no major issues have been reported

and management are responsive 10 guestions as they anse.

As open dialogue and 1espect are key 1o the process of
implementing organisation change, | am pleased that the stafl
engagement survey results continue to remain tigh in these
areas as detailed in the Company and People section and there
has bean no reduction in delivering an effective D&l agenda.
1als0 110te that we have made year on year improvements 1o
our gender and ethnicity pay gap, as detailed in the governance
section of our remuneration comiittee report. A good
achievement for a small organisation that has limited
opportunity to make changes through recruitment.

The Board 1s committed lo hearing the views of staff as the
project progresses and Id like to say thank you to the employee
representatives wha have taken part in our engagement
actwilies this year.

Designated Non-Exocutive Director
Baroness McGregor-Smith

Baroness Ruby McGregor-Smith
24 Augusa 2023
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Financing

Strategic Report

p
OBJECTIVE W
We aim to deliver efficient sustainable financing and
tinancial risk management, which minimises our cost of
capital and supports our investment grade credit rating. )

p i

PRIORITIES

« Maintain the Company Credit rating 8 deiver IRR and
shareholder distributions in fine with the financing plan.

+ Liquidity and investment management ~ continue to
tocus on capital preservation and liquidity and seek
to optimise return.

« Gonclude and Licence
with Ofwat and DEFRA relating to Covid-19's impact
on schedule specifically extending the System
Acceptance date.

PERFORMANCE

We achieved afl our financing priorities for the year. Tideway's
licence was.amended to reflect the agreed schedule impact of
Covid-19. The Planned System Acceptance Date was changed
from February to August 2027. With respect to our financing, we
received £323m of deterrad funding in the yaar and £66im since
the end of the financial year.

The Revolving Credit Facility (RCF) is a sustainability-linted loan
which includes a rebate linked to a key

TREASURY POLICY

Tideway's treasury policy incorporates the corporate objective
1o finance the company while minimising risk. Our target is to
mamntain a robust investment grade credit rating. We manage our
financing activities within the satinthe

DISTRIBUTIONS

At Licence Award our shareholders committed a tolat of £1,274m
in the forin of £509.7m in equity and £764.5m as shareholder
loans. This amount has been fully injected into Tideway and

Support Package, the financing documents, and the Licence.

SUSTAINABLE FINANCING

indicator (KPI) of meeling at least 85% of the live legacy
commitments. This year we exceeded the larget by meeting 92
per cent of the live commitments. The savings were used lo partly
fund Tideway's contribution to Our Space Awards for London

ities to green their nei The RCF remained
undrawn during the year. Cash and liquidity continued 1o be
managed effectively and prudently, in accordance with our
Investment Management Strategy.

ur financing strategy aligns Tideway's financing
both with the long-tenm target of cleaning the river and with the
significant ESG efforts during construction which hava been
captured in Tideway's lagacy commitments. All bonds issued to
date are green and are listed in the London Stock Exchange
Sustainable Bond Market. Tideway's total green debt issuance
stands at £1,907in, which includes the bonds and a £75m green
US private placement, The £160m RCF is structured as a
sustainability-linked loan.

The sustainable financing strategy is supported by the

which was updated in 2023,
Itis aligned with the Interational Capital Markets Association

Association {LMA) Green toan Principles, as well as with the
LMA Sustainability Linked Loan Principles. Our Sustainable

Our Suslainability Report combines our previous Sustainable
Finance and Climate-related Financiat Disctosure reports.

This report shows the progress against our tegacy commitments
and is aligned with the United Nations Sustainable Development
Goals at target level. It also includes informalion for investors on

\ J Dent remain in line with our financing plan and fully
f compliant with our financing . with Net i Finance Frai
RCV (gearing) at 67.0% {the trigger level is 70%, the covenant is
2022/23 MEASURE 80%) and Interest Coverage Ralio at 4.8x (covenant is 1.3x) as at {ICMA} Green Bond Principles and the Loan Market
31 March 2023.
Company credit rating © Tideway has secured lotal committad debt funding of £3,167m. ! . : .
Target . Actual | Of these committed debt facilities, £2,941m has been setted Finance Framework is available on our website.
i andthe funds have been received, £66m has been received since
Baa'l / BBB+ H Baa1 / BBB+ i the end of the financial year and the £160m RCF is still undrawn.
€ — e = em et Our multi-format clebt plattorm supports the raising of
long-term debt via structural enhancements that include a
Distribution bankruptcy-remote structure and a package of covenants and
Yarget . Actual restrctions protacting cash flows. The dabt platior includes

Achieve 2022/23
financing plan

Liguidit]

Inline

fctual
12 months 29 months
liquidity liquidity

Licence Consultation

Target Actual

Finalise Licence
changes related to
extended System

Acceptance date

Achieved

a y bond which sits in
Finance plc and is listed on the regulated sustainable market
of the London Stock Exchange.

. £ K
Drawn 0 700 925 2,941
Undrawn 0 0 66 0 0 0 2%
[rotst 160 700 932 100 350 925 3.167)

the allocation of proceeds and impact of the project in tine wilh
ICMA's Green Bond Principles and LMA's Sustainability-linked
Loan Principtes as well as describing how our climate change
disctosures align with the Taskforce on Climale-related Financial
Disclosures (TCFD).

Our bond programme and 1he band series issued under it are
covered by a Green Transaction Evaluation from S&P Global
ratings which was updated in February 2022 giving us an
Environmental benefit score of 95/100 and a ¢

are being debt financed now. As a result, our gearing
is increasing to our target capital structure as we deliver our
investment programme and risks are gradually refired.

Prior o System Acceptance, Tideway will not generate
distributable profits and as such it will nol be able to pay
dividends to its shareholders. As a resull, during construction
Tideway's shareholders receive a cash return on their investment
through a combination of payments of interest on the loan and
partial repayments of those loans, which now stand at £836.1m.
This mechanism was pul in place during the Infrastructure
Provider equily procurement process run by Thames Water and
overseen by Ofwat and the UK Government and was key to
achieving the low cost of capital bid by our shareholders.
Uttimately, Thames Waler's wastewater customers benefit

from the low cost of capital achieved through the procurement
through a lower charge in their bills.

The total distributions paid in the year were £20.8m
(£29.7m in 2021/2022).

LiQuiDITY

A1 31 March 2023, we had total liquidity of £549m (£1bn as
at 31 March 2022), comprising £323m of unresiricted cash
and shorl-term deposits, the £160m undrawn RCF and a
£66m undrawn bond. This, combined with expected revenue
collections, provides liquidity significantly in excess of our
12 month target. including all tiquidity required to the

project handover.

CREDIT RATINGS AND ENVIRONMENTAL,
SOCIAL AND GOVERNANCE ASSESSMENTS

Fitch affirmed the credit rating at BBB+ with a stable outlook.
Moody's maintained the Baat rating with stable outlook. S&P
Global Ratings completed an updated Environmental. Social and

and reporting opinion rated as advanced. It is published
on our website.

HEDGING

Tideway has entered into tong-term swaps with commercial
banks to hedge the interest rate for lranches one to eight of the
£700m EIB loan and £70m of the £300m US Private Placement
noles. These transactions were completed in previous financial
years and no swaps were executed in 2022/23.

of Tideway. Tideway achieved a score of
77100, a one-point uplift from the previous assessment in 2022.

INVESTMENT MANAGEMENT

‘We maintained substantial cash balances throughout the
period, averaging £553m per daily closo. We managed these
cash balances by adhering (o the set limits and criteria of our
approved i stratagy, prioritising the
preservation of principal. ensuring adequate liquidity and
striving to oplimise the yield.
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ACCOUNTING POLICIES

The Company linancial statements have been prepared and

approved by the Directors in accordance with UK-adopted

i i i (1AS)in with the
of the C Act 2006 {"UK-Adopted IFRS").

The financial statements are prapared in accordance with the

historical cost accounting convention except where IFRS

requirean alleruative treatment. Our key accounting policies

are outtined in note 1 to the financiat statements.

During the construction phase of the project, expendilure which
is directly attributable to bringing the Thames Tideway Tunnel
into its intended use will be capitalised as an assel under

construction within the Statemehl of Financial Position. Similarly,

during the construction phase, any regulaled revenue amounts
received from Thames Water. will be deferred onto the
Statement of Financial Position. This is because the
performance obtigation for recognising these amounts as
revenue in the Income Statement will not be met until the tunnel
is operalional and being used by Thames Water. Post System
Acceptance we consider that accounting for the Thames
Tideway Tunnel as a finance lease is the most appropriate
accounting hasis under IFRS.

NON-GAAP MEASURES

In our financial reporting, we use certain measures that are not
required under IFRS, the Generally Accepted Accounting
Principles (GAAP). We believe these measures are valuable to
the users of the accounts in helping them understand our
underlying business performance. Our principal non-GAAP
measure is Allowable and Excluded Project Spend.

Under our Licence, our costs are classified as either ‘Allowable
Project Spend’ or ‘Excluded Project Spend”. Allowable Project
Spend (on a cash basis) is added to our Regulatory Capital
Value (RCV). Excluded Project Spend (on a cash basis}, such
as financing costs, is not aclded to the RCV.

Allowable costs are stated on an accruals basis, which form
part of Ihe Allowable Project Spend when the underlying assets
or liabilities are cash setiled, Excluded costs are cosls stated on
an accruals basis which will be Excluded Project Spend when
the underlying assets or fiabilities are cash seltled.

For the purposes of catculating net debt, borrowings include

all intra-group and thirc-party borrowings with the exclusion

of shareholder loan notes.

INCOME STATEMENT

During the year, Tideway reported  profit of £144.6m (2021/22:
£10.9m loss), with no dividends paid or proposed (2021/22: Lo,
We did not recognise any taxable profits in the period (2021/22:
£hil) and the resulting corporation tax charge for the period was
£nil (2021/22: gnil).

We do not consider that the reported profit in the year reflects
our business performance, as it results from the movement in
Ihe fair value in the Company's derivative financial instruments.
These are long-term swaps which we entered into with
commercial banks to economically hedge lne interest costs

of the Company’s debt. The swaps fix finance costs for the
Company’s regulatory period and ensure that we benefit

from low-cost financing.

The movement in fair value of these financial instruments

is recognised in the Income Statement because, under
International Accounting Standards (IAS) 23, these do not
represent current borrowing costs incurred for financing the
project and so, unlike our other expenditure, cannot be
capitalised. Note 1 1o the linancial statements provides more
detal on the financial instruments.

We have made a ‘disregard election’ to HMRC which means,
that any gains or losses arising from the movement in the fair
value will be disregarded for current tax purposes (the Tax
section later in this Financial Perfo, ort provicles
more details).

STATEMENT OF FINANCIAL POSITION

The total carrying value of the tunnel asset under construction is shown in the table.

F Assot Under Construction

ey

Yaar Endod | Year En

(Em} 31 March 2023 | 31 March zm;
Net Book Value Brougtt Forward 40163 3,2306
" Additions (Capitalised Costs)" | 8157 785.7

t Book Value Carried Forward | 48020 [ 4016.3 |

“Cu oot

At 31 March 2023, costs of £4,832.0m were capitalised within the asset under construction in the Statement of
Financial Position. This represents £815.7m costs during the year and £4,016.3m for the prior periods to 31 March 2022.

The table reflects the split of this years capitalised costs between the Direct costs, Indirect costs and Exciuded costs.

L = )
j(gm) 31 March 2023 31 March 2022
. Direct Costs 2010 524.0
Tindirect Costs 58.6
[ Total Akowabie T 450.6 ][

Excluded Costs : 356.1
[Totar Capitatissd Costs T BT — wes7
DIRECT COSTS EXCLUDED COSTS

Direct costs are primarily the Main Woiks Contractor costs and
the Systern Integrator conlract so reflect costs directly refated to
the tunneliing programme such as primary tunnelling and
secondary lining works and other refated construction activities
such as shaft construction and marine works. The direct costs
are lower than 2021/22, This is due to the construction of main
tunnels been substartially conipleted in 2021/22.

INDIRECT COSTS

The largest indirect cost is Resource Costs of £43.5m (2022:
£45.9m). This represents the cost to employ an average of c252
Full Time Equivatents (FTEs) (2021/22 ¢286 average FTEs) either
employed or contracted by the Campany. Other Indirect Costs.
totalled £15.1m (2022° £15.6m) in the year and this includes the
cost of information systemns, insurance, GSP, office and other
running costs. Indirect costs have reduced compared with
2021/22 as the project comes closer to completion.

The Excluded costs {on an accruals basis) for the year
ended 31 March 2023 were £356.1m (2022: £200.2m).
These comprise £364.1m (2022: £197.3m) of interest
expense (including shareholder loan interest), £3.2m
{2022: £3.4m) of costs which mainly relate to financing.
partly oftset by £11.2m (2022: £0.5m) interest income.
Excluded costs are significantly higher than 2021/22
mainly from the impact of higher inflation on existing
index linked debt. Excluded costs project to date do
not form part of the EAC value.
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COSTS AND NET CASH OUTFLOW COMPARISON
The table shows both the Aflowable costs and Excluded costs and the equivalent
Allowable Project Spend and Excluded Project Spend.

CASH
Cash and cash equivalents at 31 March 2023 was £107.5m, which was £226.2m lower than the £333.7m
cash and cash equivalents at 31 March 2022. The table below shows the movement in cash:

| YewEndeasimecnz02s Year Ended 31 March 2022 1 {cashmow B T o T “YoarEnded “Year En
insiis st rolect Comandine Timing cam U g co| 3 - )
! Equivalent Net Cash Outflows (Em) Costs  Diferences Qutflow Costs | Difterences Outftow |+ Cash generated fore changes in g cap: . -
Dirsct Costs 4010 515 452.8 5210 8.6 4754 (incrense) in irade and other payables ) a1
Indirect Costs 586 (1.4) s7.2 615 1) 554 (Decrease) in trada and other recetvables N 5.9 (10,5
T 506 | w0 5097 ] 5855 547 | 5304]  Increase n advance payment liabsity 86.7 729
356.1 (288.5) 67.6 200.2 136.9) 8.8 [N-l cash from operating uctivities ) s3] 0.5}
- B 7] - X 7867 | : Y
T 815.7 2384 [ 5773 | 86.] (191.) | 594.8] assot (s07.71 1583.7)
Transor 10 short-term deposlts 7501 90.0)
For the year ended 31 March 2023. our Allowable Project Spend of £509.7m is £50.1m higher than the Allowable costs [et casrused in investing actvities I =23l 7o)
of £459.6m. The Excluded Project Spend outflow of £67.6m 1s £288.5m lower than the Excluded costs of £356.1m.
This is mainly due to accretion costs on our debt for which the associated cash flow will not occur until the future. Proceads trom new borrowings. 3232 6078
Repaymant of leasa liabilities. ) 2.0) @n
[Netcash from inancing setivitios [ 3212 | 057
NET DEBT AND FINANCING ™ T ~ "
Net debt at 31 March 2023 was £3.287.0m. which was A1 31 March 2023, the Company's total borrowings were [t in ca the period [ 2282 25]
£820m higher than the £2.467.0 net debt at 31 March 2022. £4,220.2m being £836.3m of shareholder loans and £3,393.1m Cash and cash squivalants at the start of the period 353.7 e
ther borrowings which include third party borrowings and
The table (below) compares the movements in net debt: :"‘:‘; ;_;3: oy e ine party barrowings an [cash and cash equivalents at the ond of the period I rors [ as7]

f " " YearEnded Year Ended 1 Tideway has sufficient liquidity to cover project costs to
| Not Debt (em) o 3March2023  31March2022 | Handover,
! cosht o 1075 4337
Borrowings™* (3.393.1) 12.797.3)
Coaso Liabitnies [ @4
[ et oebi T 12.27.0} |, 245791 ]

* Cash aaciks o tann Gty
** Borrowings excuion ino shushokior hans

Net cash flows from operating activities of £35.3m (2022: £70.5m) represent movements in working capital and are mainly driven by
timing of payrents ta our Main Works Contractors and the receipt of regulated revenue payments from Thames Water which are
deferred on the Statement of Financial Position during Ihe construction phase of the project.

Net cash flows used in investing activities of £582.7m (2022: £673.7in) show the gross cash outflows used in constructing the Thames
Tideway Tunnel as well &s movements to short-term deposits which represent money market funds where cash is hetd on deposit.

The net cash inflows from financing activilies of £321.2m (2022: £605.7m) are largely the result of £323.2m proceeds from new

borrowings (£265.4m index linked bonds, and £57.8m fixed rate loans), partly offset by £2.0m repayment of lease liabilities.
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Financial Performance Review

Strategic Report

FINANCIAL KEY PERFORMANCE INDICATORS (KPIS)

Under its Common Terms Agreement (CTA), Tideway must comply wilh a set of financial covenants
including 1o catculate two key ratios, Senior Regulatory Asset Ratio (Senior RAR) and Funds from
Operations Interest Cover Ratio (FFO ICR) and report compliance with certain thresholds in specified
circumstances. The performance of the two ratios for 2022/23 are provided below.

1. Senior RAR

This ratio compares the net debt to the RCV. It is calcutated as
tong-term senior borrowings. tess cash and short-term deposits
to the RCV. The Senior RAR trigger in the CTA is 70%.

2022/23 performance = 67.0%
2021/22 performance = 62.7%

2. FFOICR
This ratio cornpares the level of cash interest cover

compared with the funds from operations. The FFO ICR
wigger in the CTA is 1.3 times. The test period is twelve

months to the reporting date.
2022/23 performance = 4.8 times

2021/22 performance = 4.5 times

REVENUE

Within the financial siztements, all regulated revenue is deferred
in the Statement of Fir ancial Position, in line with our revenug
recagnition accounting policy. During the year, we received cash
inflows of £86.7m (2021/22: £72.9m} from revenue, which
includes some revenue from prior years.

TAX
The Diractors are responsible for ensuring that we comply with
tax laws in the UK, which is the only tarritory we undertake our
business activities in. ‘Ne are committed to complying with tax
taws in a responsible ianner and to having open and

i ips with the tax it

The scape of our business activities in the UK mean that we are
subject lo the scope of corporation tax, employment taxes,
Valug Added Tax (VAT and other taxes such as environmental
levies related to our project activities. Consequently, the
Directors are responsible for ensuring that we calculate, collect
and pay the appropriate taxes to HM Revenue & Customs and
as a result the taxes we pay mmake an econoinic contribution to
the UK. We believe we are compliant with al! applicable UK tax

and pay the correct taxes on time and in full.

During the constructian phase of the project, we anlicipale that
we will nol pay any Carporation tax. This is because Lhe tunnel
we are building is an asset that will not be ready for economic
use until it is fully operational. The System Acceptance date is
when Thames Water will accept the lunnel for operational use.
The significant amounts of we incur in i

TAX STRATEGY

Tideway's commitments on tax and adherence to them are
underpinned by the tax strategy which is based on the following
principles:

1. Tax planning and compliance: We will engage in tax
planning that supporls our business and reflects commercial
and economic activity. We will not engage in arlificial tax
arrangements and will adhere 1o relevant tax laws and seek to
minimise the risk of uncertainty or dispule. Tideway is part of
the Bazalgette Equity Limited Group, of which all members
are domiciled in the UK. We consider the interaction
company members when we implement our tax policies.

2.Relationship with HM Revenue & Customs (HMRC):
We will seek to build and maintain a constructive refationship
with HMRC. We will work collaboratively wherever possible
with HMRC to resolve disputes and io achieve agreement
and certainty. We will engage with the government on the
development of tax laws where we can and where the tax
law change is relevant to Tideway's business activities.

3. Transparency: We support measures that build greater
transparency. increase understanding of tax systems and
build public trust.

4.Tax risk management: We identify, assess and manage tax
risks and account for them appropriately. Risk management
measures are implemented including controls over
and ing of i

5.

g0 towards the development of that assel.

We do receive regulated revenue payments from Thames Water
during the construction phase. however we do not recognise
these as revenue in the Income Statement. This is because the
performance obligations for recagnition of this revenue will not
be met and fulfilled until the System Acceptance date. This

y means the of revenue is malched to the
same period where economic value can be obtained from the

Our Incorne Statemen: does recognise profits and losses from
the valuation of derivative tinancial instruments. As a result of

Y T s Maren 1 Mareh e i
Sanior RAR | 2023 ; :nzzj 1 31 Mareh 31 March
e i 1
{A NetDebt - per CTA 3,065.4 2316.2 ; FFOICR . 2023 w22,
8 ROV parcTA’ ; ) 26910 D Net Cash Flov - per GTA 758 7.8
TG Semior PAR B 570 7%  E Debtlnterest- per CTA 5.7 16.1
F FFOICR O/ a8 a5
N Lot
The table provides a recongiliation to he net debt The table provides a reconciliation of Net Cash flow
in the financial statements: and Debt Interest to the financial stalements.
‘Reconcillation o - T stmarch ! T GiMaren]  [Raconciilationtothe T TatMareh At m.»?."]
ortad net debt (Em) b 20m 2022]  |Financisl Statemonts (€m) 202 | 2022
Net Debt - per CTA 3.065.4 2.316.2 Incraass in advance payment liability' 86.7 729
| Short-term dsposits 220.0 1450 VAT ndjustment per CTA 00.9) o
‘ Other adjustments* . 6 5.8 Net Cash Flow for CTA 75.8 718
, Raported Net Dabt 3.287.0 24570 ya <o o oo - - e
I tothe SMarch | 31 Maron |
. £75 ! Financial Statements (Em) 2023 iDZIJ
13, party s "
1 £300 bond (2 Natnterest
et Discount on £300m bond senes 18) (oxc. sharaholder wtarest) 154 157
B tunnel.
‘Commutment tees paid 03 0.4
Debt Interest ~ per CTA 15.7 161
+ Pt ot - - Seatomeat
* Putor - st

the potential volatility of such items and becauss they are
forward tocking in nature, HMRC allows companies 1o take an
exemption which effectively removes them the calculation of
taxable profit or loss.

As aresult of the acceunting implications of the above, our
Income Statement is unlikely to have taxable profits during the
construction phase. This Is in line with expectations at the time
Tideway was procured and customers benefit in tull from lower
bils as a result of this. In the post construction taxation periods
when the Tunnel asset is fully operational. we expect this
position to change.

X The Chief Financial Officer (CFO) is responsible
for and implements our approach to tax, which is reviewed
and approved by the Audit and Finance Committee. The CFO
is also for ensuring that iate policies and
procedures are in place and maintained and that the financial
control team, with specialist external support as necessary,
has the appt skills and ( o the
approach effectively.

The publication of this strategy is considered to constitute
compliance with the duty under paragraph 16(2) Schedule 19
Part 2 of the UK Finance Act 2016.
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Risk Management

Strategic Report

Our ability to deliver
positive outcomes for our
stakeholders depends on
our risk management which
is embedded in our culture
and is central to achieving
our objectives and priorities.

We have implemented a framework which gives us a defined
process for identifying, analysing and controtling both
corporate and project delivery risks. We aclively monitor risks
held on our ‘Active Risk Manager’ database. This includes
quantification of project nisks, and the polential cost and
impact to the schedule and allows us to challenge the
effectiveness of our mitigating actions.

RISK MANAGEMENT FRAMEWORK

Our risk management approach ensures that we monitor and
review (he exlernal environment and the unceriainties we face to
ensure that we can respond appropriately 1o external changes,
mitigate risks where we can and keep our project on track.

We consider the emerging issues that may impact the project’s
future as part of our annual business planning.

The Board Risk Commullee reviews our principal risks and risk
‘management processes and reporls ils findings 1o the Board.
It considers:

« Corporate risks, those that might impact on the financial and
reputational viability of the company.

« Programme nisks, which impact the physical delivary of the
tunnel and associated works.

+ Principal risks, which bring together the corporate and
programme risks that have the potential for the most material
impact on the business.

The Board Risk committes is supported by a Corporate Risk
Committee and an Executive Risk Committee that considers the
programme risks across the West, Central and East areas as
well as System Integrator and Systein Cornmissioning risks.

The Compliance and Assurance Review Group (CARG) is a
CEO-led group focused on reviewing the Company's activities.
both as the client or through the PM and MWCs. It applies the
three lines of defence model. Lo review the approprialeness and
compliance with our controls and assurance activities.

OUR RISK MANAGEMENT FRAMEWORK

BOARD
Ultimately responsible for effectiveness of risk
management and internal control system

CORPORATE RISK COMMITTEE

Corporate Risks Programme Risks

EXECUTIVE RISK COMMITTEE

EXECUTIVE LEADERSHIP TEAM
Accountable for the design and implementation of the risk management
processes and the consistent application of risk management
systems and management of corporate risks

v i v
CORPORATE RISKS ' PROGRAMME RISKS
Risks which are Risks which are managed
managed by Tideway

by the MWCs and/or Tideway

CARG

INTERNALYAUDITY
Providesiindependentlassurancezthatico

PRINCIPAL RISKS

We assessed our principal risks regularly, updated
our mitigations throughout the year and implemented
changes to manage our risk exposure.

We considered whether there were material changes to
increase or decrease our risk exposure, There are efeven
principal risks across nine categories and each is assessed
against its target tevel.

The risk exposure of one risk was increased, the Thames
Water Performance. Risk 8, the increase reflects the criticafity
of Thames Water 10 the project and its timescales over the
coming year such as collaborating to approve the initial
System Commissioning Plan.

OUR RISK APPETITE

Tideway's risk appetite remains unchanged. To manage the
risks we face, we define our risk appelite. which is the tevel of
residual risk that we are ready o take. Although this appetite
recognises the agreements that underpin our delivery model,
such as our Licence and the Government Suppon Package,
our Board can further refine the residual risk through the
strategies il sets.

Tideway's risk policy is to target an overall Company risk
profile consistent with an independent UK regulated water
company. This reflects our Board's risk appetite which is low
and the importance of resilience. The Board's appetite for risk
has been at the core of the main strategic decisions that it
has taken to date.

CLIMATE RELATED FINANCIAL DISCLOSURES
For the third year, we continue to report our climale
disctosures in line with Task Force on Climate-relaled
Financial Disclosures (TCFD} recommendalions. In our

inability Report. we have made di: that
align with TCFD recommendations.
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Risk Management Principal Risks

Strategic Report

Corporate Governance

Financial Statements

I HERALTH, SAFETY PROGRAMME 3 SUPPLY CHRIN q HILP - HIGH IMPACT, CREDIT
& WELLBEING DELIVERY FAILURE LOW PROBRBILITY EVENTS RATING
MARINE Description Description Description Description

OVERALL

Description

The heaith, safety and wellbeing of our
employees and the public is paramount,

There is a risk that incidents coutd cause
harm to individuats and detay progress.

Description

There is a risk that a single marine incident
could lead to muliple persons being
atfected or harmed and defay progress.

Effect

Asalety failure could cause injury.

health and wollbeing or lead to loss of e,
A single serious event or mulliple events

could also lead 10 delays or stoppages
\hat could prevent us meeting our time
and cost targels.

Effect

A safety failure could cause damage to
third party assets. injury, affect health
and wellbelng or lead to loss of life
Asingle serlous event or multiple
avents could also lead to delays or
stoppages that could prevent us
meeting our lime and cost targets.

’
Mitigation
Our RightWay programme, aligned to ihe
delivery programme, includes the RightStart
‘approach with the very best facilities and
arrangements on-site. We are also
conlinuing and developing our EPIC
programme, mandated for all people
working on our sites.
Several warking groups have boen
established to identity how to manage
emerging risks associated with MEICA
works, increased interaction with Tharnes
Water networks and archi and

Mitigation

Tidoway continuas (0 manitor marine
u1sks and has implemented a Morine
Assurance Plan and Marine Safely
Action Plan. Inspections and
surveillance both on vessels and

from riverbanks and bridges ensure
compliance with Tideway requirements.

We are delivering a capital investment
pragramme of £4.5bn. While there is
experience of defivering simifar projects
in London, it is possible that the
consiruction cauld take longer than
planned and/or cost more.

Effect

Adelay in delivering the tunne) would delay
Londoners' benefits from the project and
could attract regulatory enforcement.

Cost increases above the regulatory baseline
would increase charges to those customers
receiving wholesale services from Thames
Water's, increasa financing requirements
and reduce returns for our investors.

Our defivery strategy is based on
outsourcing works. Our ability o deliver
therefore depends on our cantractors'
performance.

Effect
I our contractors do not deliver at the

slandards we expect, we may not be
able to defiver our investent
programme on time and on plan.

Mitigation

The procurement process ensured our
contractors were technically excellent and
inancially strong, and limited our exposure
10 any one contiactor. Within each consortia

’
Mitigation

Qur approach to working with our
cantractors will help us o defiver the
programme on time and 10 budget.
This includes:

Relevant Objective
HERLTH, SAFETY & WELLBEING

. with experience
of major intrastruciure / nnelling projects
in London.

« Cantracts that lranster certain risks 1o our

landscaping e.g. Sate Asset Access Working

Group a collaborative forum of MWC,
Thames Water, PM and Client.

\.

Who are better placed to

Commentary*
NO CHRNGE IN RISK LEVEL

Relevant Objective .
HEALTH, SAFETY & WELLBEING

Commentary*
NO CHANGE IN RISK LEVEL

* Commparsd to pravious you

(

manage them,

« An iniegratad, proactive approach 1o risk
management with a focus on the trans
10 new phases of work including MEICA,
architectureslandscaping and testing and
commissioning.

+ Commercial settlements (0 ensure the
contractars remain focused on elivery,
quality and driving costs dovin.

« The Programme Manager will continue
holding deep dive schedule reviews
acrass al sites to reconfirm the schedule
and ensure risks are actively managed.

* As works complete across
West and Central sites, lessons are
shared with East 10 de-risk the critical
path to commissioning.

are joint and severally liable;
the contracls also contain step-in rights,
whereby one consortia could replace
another, which helps mitigate against
financial failure.

Major investment
and challenging, and we could sufter
incidents that were highly unlikely but have
asignificant impact. These could affect
the tunnel or assets belonging to others.

financial
pertormance, o factors external
10 the Gompany, could result in
& credit raling downgrade.

Effect
HILP events could have a si

effect on cost, schedule, health and
safoty or our reputation. Their financial
impact could exceed our insurance
cover, damaging our financial position
and our ability to defiver the tunnel.

Effect

Theloss of an investment grade credit
rating would affect our ahity 1o raise
debt, prevent distributions and would be
abreach of our licence,

Mitigation

‘We minimise tha chance of these avents

‘occutring by using best-in-class design,

programme management and appropriate
ion ¢ Our

g ™\

Mitigation

We have a robus! delivery model. within

& reguiated framework, and a GSP.

We maintain a conservative financial profile
and actively manage risks. We regularly
engage with rating agencies. The credit
ratings remain two notches above licence

have extensive experience of similar
projects in London and conduct detailed
Readiness Reviews before the

of major activities.

Relevant Objective

SCHEDULE, COST & QUALITY

Commentary*
NO CHANGE IN RISK LEVEL

We also mandate compliance with the Joint
Code of Practice for Risk of

and covanants,

Relevant Objective
FINRNCING

Tunnelling Works in the UK. In the unlikely
avent Ihat we make a claim that exceeds the
fimits of our insurance, the GSP provides
support. With Tideway competing primary
ining approximately hal of the HILP risks.
have now been retired.

Commentary*
NO CHRNGE IN RISK LEVEL

Retevant Objective

HEALTH, SAFETY 8 WELLBEING
COMPANY & PEOPLE
SCHEDULE, COST & QUALITY
FINANCING

LVISIDM. LEGACY, & REPUTATION

s ™\

Commentary*
NO CHRNGE IN RISK LEVEL

J

' - h!
Relevant Objective
SCHEDULE, COST & QUALITY
FINANCING

\. - o/

( - \
Commentary*

LNO CHANGE IN RISK LEVEL J
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i

6 INFLATION

7 REPUTATION

THAMES WRTER
PERFORMANCE

REGULATORY
AND POLITICAL

Description

There is a risk of inflation that is lower than
assumed in our business plan or thal the
Price Index (RP)) reform impacts
Tideway's business.

Effect
Our RCV is indexed to RPI until 2030, and

fower inflation would reduce nominal
cash-flows and returns which are directly
linked to RPI.

7
Mitigation

Tideway has issued 75 per cent of its
fong-term debt indexed to RPI and
Consumer Prices Index (GPI). Reductions in
revenue due to low inflation would therefore
be partially offset by reductions in interest
cost. The resulting corretation betweer
nominal RCV and nominal debt will help to
protect interest cover ratios and equily
ceturs. The current level of inflation has
reduced the nisk in the short term.

The RP! retorm will be implemented from
2030 with RPI converging to Cansumet
Prices Index including owner occuplers’
housing costs (CPIH), at which time
Tideway's licence will nave transilioned 1o
CPIH indexation, with the similar timetable
1o transition into CPIH being a posilive
development for Tideway.

Descripf
We are particularly focusea on the risk that
poor performance on ous sites, on the river
or with our neightiours could darnage our
reputation and support.

Heightened scrutiny of major projects (costs
and programme) means this s a greater risk
for Tideway.

Effect
The loss of support from our neighbours or
cansent granting bodies could lead to defays

and higher costs.

r
Mitigation

We activety develop relationships with key

stakeholders. For example, through our

Community Liaison Working Group we seck

d the best ways of addressing

neighbours’ concens, in advance of

wiorks happening.

to

‘The More by River strategy Is a commitment
10 use the river wherever feasible (o ease
congestion and to promate the use of the
river and the sacietal benefits the project.
Tideway defivers on a wide variety of
community investment comenitments

which demonsirates Tideway's position

as a responsible business.

Relevant Objective
FINANCING

Commentary*
NO CHANGE IN RISK LEVEL

* Gomparsd to pravious yoar

‘Thames Water is a key partner for Tideway. In addition to the
Revenue Agreement, we have an Interface Agreement thal governs
sevesal imponant interactions with Thames Water, including its.
delivery of the Thames Water Works during the construction period
and access to the Thames Water network to facilitate Tideway

Effect

Thames Water's failure to deliver its shara of the works or support
delivery of Tideway works could affect our abiliy to defiver our
investment programme on time and on budget.

1 Thames Waler does not comply with the Revenue Agreement,
it could have a financial impact.

-
(Miﬁgalinn

approach 1o System

POLITICAL CLIMATE
Descri

Policy changes pursued by tive Governinent
inay have legal, cegulatory, repulational and
relationship impacts on Tideway.

REGULATION

Description

Tideway must comply with regulatory
requirements, including those in our licence
granted by Ofwat, We also aim to meet other

Effect

High levels of political, media and public
focus on the negative impacts of sewage
discharges may raise awareness of the
need for the TTT. i could also increase
scrutiny of Tideway’s scope and schedule.

Any institutional reforms could affect
Tideway's relationship with key stakeholders
such as Defra and/or its legal and regulatory
enviranment. Substantial legislative changes
may create Defra resourcing challenges.

Ds p g of the works requiri tothe

Thames Water network and System Commissioning is ongoing.
The Alliance Agreement and Thames's ragulatory setllement
supports its commercial alignmant with Tideway's interests.
The ‘Strategic Intent’ (0 optiniise the Syslem Commissioning,
Handover and Systam Acceptance of the TTT for the bensiit

of custormers and the environment) has been jointly developed
with Thames Water.

Tideway and Thames Water hava workad closely togather ( Mitigation
(hrough all key milesiones to date and have developed a joint Mitigations include information gathering
ing, Handover and and ip with political

tegal horizon scanning, and Delra/Olwat
engagement. Where appropriate we will
highlight the benefits provided by the
competitive bid pracess and Tideway

modei. .
\.

7
Relevant Objective

Commentary*
NO CHANGE IN RISK LEVEL

W have establishe the Tideway hrand “Thames Water has a hicence obligation to pass revenues to Tideway SCHEOULE, COST & QUALITY
as part of our efforts to buitd trust and under the Revenue Agreement. A licence breach by Thames Waler FINANCING
the legacy and long-term is enfarceable by Ofwat. \. -
benefits we aim to deliver. - ~ H
We have adapted our approach to take ' Commentary*
account of changes in the public policy Retevant Objective NO CHANGE IN RISK LEVEL
i including th i SCHEDULE, COST & QUALITY
awareness of the issue of sewage FINANCING
\ poilution and river health. \ - J
" H { N
g Commentary* -
Relevant Objective INCREASED EXPOSURE
COMPANY & PEOPLE Given the forthcoming cruclat System Commissioning planning
L VISION, LEGRCY & REPUTATION L Pphase and increase in Thames Water interface points.
J

regulatory such as those set
out in Ofwal’s Vision and Strategy.

Effect

1f we do not meet Otwal's requirements, we.
could face enforcement including financial
penalies or the loss of our licence. A revised

regulatory frameviork could atfect financial
performance and investors’ retums.

Failure to align with requlatory expectations
‘coutd damage Tideway's relationship
Ofwat and other key stakeholders and
potentiallylead to new obligations.

7
Mitigation
Tideway's focus is on compliance, high
performance, and positive regulatory
relationships. We monitor regulatory
expectalions of companies as they are
relevant 10 Tideway and respond
appropriately.

Otwat changed Tideway's licence in
October 2022 10 reflect the schedule
impacts of Covid-19.

Tideway has a robust licence compliance
procedure that minimises the rrsk of
non-compliance. If any contravention does
occur, we work closely with Otwat to agree
and deliver appropriate mitigations.

Relevant Objective
SCHEOULE, COST & QUALITY

\ FINANCING

Commentary*
NO CHANGE IN RISK LEVEL
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The UK Corporate Governance Code
requires company directors to state whether
they have a reasonable expectation that the
Company will be able to continue in operation
and meet its liabilities as they fall due over

a long-term period.

To assess the Company's long-term viability, the Board has:
identified the most appropriate pariod over which to make the
assessment;

evaluated the Company’s current position and future
prospects;

« considered the potential impact of principal isks (taking into
account availability and effectiveness of risk mitigation plans)
over the period and where appropriate, analysed the polential
financial impact under a suitable set of sensilivilies; and

overseen the governance process, ensuring robust levets of
assurance over the analysis, and drawn conclusions regarding
the company’s long-term viability.

APPROPRIATE PERIOD

The Board considers that it is appropriate to assess the
Company's viability over the period 10 2030, in fine with
Tideway's current regulatory period. This time horizon is
supported by the progress made in the implementation of our
investment programme to date and the significant da-risking of
aur financing plan achieved. This period extands heyond the
forecast timeline for delivery of the Thames Tideway Tunnel and
System Acceptance by Thames Water but is still covered by
Tideway's planning horizon which extends to the end of the
current regutatory period (2030). The Board is not aware of any
specific relevant factors that wautd affect this statement beyond
this period and therefore has no reason o believe the Company
will not be viable over a longer period.

CURRENT POSITION AND FUTURE PROSPECTS:
The viability assessment 1akes into account our business and
financing plan which is prepared as part of aur annual planning
process. Tideway has now raised £3.0bn of long-term financing
since Licence Award. As of 31 March 2023, this represented
100 per cent of funding needs to Handover (second half of 2025)
taking into account the available revolving credit facifity.

We expect to be able to raise new finance for any additional
funding needs in the period to 2030.

POTENTIAL IMPACT OF PRINCIPAL RISKS:

Where appropriale during the year, we conduct sensitivity
analysis on our financial model to stress-test the resilience of
the Company and our business model to the potential impact of
our principal risks, or a conbination of those risks. For the
purposes of this assessment, we have considered the likely
impact of sach principal risk on the Company’s viability, taking
into account the availability and etfectiveness of risk mitigation
plans and the measures we could realistically take to avoid or
reduce the impact or occurrence of the underlying risks. In
considering the likely eifectiveness of such actions, we take into
account the Board's regular monitoring and review of risk
management and iaternal control systems.

The Board confirms that it has conducted a robust assessment
of the principal risks (consideri ility and i

of risk miligation plans) facing the Gompany. including those that
could threaten its business model. future performance, solvency
and/or fiquidity, and which are set oul in the Principal Risks
section of this repart.

Tideway has nine grincipal risks and the scenario analysis
(outlined in the table on the next page) has covered six of these.
The three risks thal have been excluded from the analysis are:

o HILP events (apart from Covid-19 that has been included)
asitis i too remote for i i i
and substantially covered by commercial insurance and/or
the Government Support Packags;

* Credit Rating Risk: Our credit ratings have remained
unchanged since Licence award at Baal by Moody's and
BBB+ by Filch, teing two levels above the covenants in the
CTA and Licence. The factors that could lead to a downgrade
remain malerial construction delays or other significant
defivery problems and unfavourable regulatory developments.
The financial imgact of any downgrade is indirectly captured
in the progratnine delivery scenarios 1 and 2 {see the next
page}; and

* Repulational Ris< as the financial impact cannol be quantified.

We have assessed the potential impact of the remaining six
relevant principal risks on Tideway's viability by modelling
several scenarios, ‘which have been discussed and agreed by
the Board. Before mitigations, wa consider there are four key

the total costs of the project {including potential delays in the
project as ultimately this will translate into a cost increase
scenario), particularly If the Company were to bear a
disproportionate share of these costs; ii) reduction in outturn
inflation, iii) increase in interest rates and iv) an increase in bad
debt:. For each of these routes. we have modelied scenarios
representing impacts ranging from plausible downside to severe
downside, as well as reviewing a scenario comprising the
current estimate considered by the Board.

+ Costincrease: Our current estimate of £4.5bn compares to
our regulatory baseline of £3.56n (£3.1bn in 2014/15 prices).
For our plausible downside scenario, we modelled a 15%
increase in the remaining costs to complete, taking the total
1o £4.57bn. This is consistent with our most recent internat
scenarios. We consider a severe downside case to be a 20%
increase in the remaining costs to complete, which equates to
atotat cost of £4.60bn.

« The Threshold Qutturn is the fimit up to which the Company
will be required ta fund expenditure. The GSP provides that
the company may request that the Secretary of State provide
contingent equity in respect of the cost overrun above the
Threshold Outturn. Ofwat compares our total cost against the
Threshald Qutturn in 2014/15 prices and there is headroorn in
the plausibte downside and severe downside scenarios of
circa £230in (2022; £240m) and £190m (2022: £200m),
respectively.

* High inflation is not a risk to Tideway as we receive higher
revenue as the RCV increases wilh inflation. Therefore, for
inflation risk we have modelled low inflation scenarios where
outturn inffation is 1% and 2% lower than current expectations.
for 4 years, as well as a scenario of 0% average inflation in the
period. The Bank of England policy response to current high
inflation has led to higher interest rates. Therefore, we have
also modelled scenarios where outturn interest rates are
1% and 2% higher than current expectations lor 4 years,
as well as a scenario of 4% higher through to 2030.

These sensitivities have been run in isolation (i.e. without
including the benefil from higher inflation) to show that the
worst case scenarios have timited impact. This is due to
Tideway having already raised significant long-term financing
with only a relatively small proportion left ta raise before
2030 and al the financing raised to date is in either an
inflation linked or fixed-rate format.

* As the bad debt impact has a fimited impact on the
Company's long term viability, we assumed a conservalive
50% lower revenue collection in one, two and four years
in the period.

« Finally. we have modefled a combined downside scenario
with 15% cost increase, 2% lower inflation for 4 years,
50% revenue under recovery for 2 years and 2% higher
interest rates for 4 years, which we consider a reasonable
composite downside combination of impacts.
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The outcome of the sensilivities has bean assessed considenng a range of different
financial ratios and the output of this analysis is sumnmaiised in the following table:

Mitigation Strategi

Tideway would be able 10 finance the inciease in
costn Scenario 1 and Scanano 2 by Hexing the
amount of disnibulions o its shareholders and
drawing existing avaiabla (acilites. Gaanng and
with an

The progranine risk 1 ot significant
during the emaining years of conslruction,

but some nisk will il exist post construciion
as the project entars the commissianing and

investment grade rating, and compliant with our
f

SCENARIO ANALYSIS
| Princlpal Risk Scenario
Programme Scenario 1. An increase of
:7- ivery 15% £0.100 in the remanming
(ncorporating costto lete the project
i st compice helnr e
oo HEW, any sharing of casts
Supply Cheln assumad with 1he Main Works — mnterest cover ratios would be ¢
Fadure, Thames Conwractors)
Water 9
Politcal and Scenario 2.
Reguiatory riske). 20% £0.26n in the remaining

cost 1o complete the project
(net of any sharing of costs
ussumed with the Main Works
Convaclorsj.

Peincipal Risk No.

1.2.3.8.9.

‘The programme sk is managed tyough
Tideway's risk management framewark,
wihich 1s explained i the previous

The mitigaton strategies for Scenarios 1and
2include the raising of new debi (within our
‘gearing ralio requirement) and flexing the
tevel oi distributions to our shareholders.

Inflation Risk Scenario 3. Outturn wnfiation
1% tower than current forecast
for a years then raverts (o the

 long term forecast.

. Scanario 4. Outwrn inflation

, 2% lower than current

 foracast for 4 yoars then
revents (o the long teim
forecast.

0% until 2030.

s
higher than current forecast
ior 4 years ihen reverts 1o the
long terau forecast.

Scenario 7. Interest rates 2%
higher han cunent (oracast
for 4 yem s then raveris to the
long term forecast.

Scenario 8. Interest rates 4%
higher than current forecast
unil 2030.

Scenario 5. Average inflauon

ario 6. Interest rates 176

Over 70% of Tideway's debt portfalio is finked 1o
infiation, and therefore our assets and liabilities
would move in a similar way.

Gasiing and interest cover 1108 would bu
consistent with an investment giacke rating and
compliant with our financing covenants.

With tho current high (vels of intiation,
the usk of low nfigtion  the short term

is consinered unlikety.

The ka7 mitigation swategy for Scenanos
3.4,5.6,7 and Bis 75% of Tidaway's dlabt
sortiolro
Bs50ts and liabilibos.

‘would move in a simikn way.

The rasidual risk 13 considerad acceptable,

finkad 10 oiaon, and herefore our

Thames Water
Perfarmance
- Revenus
Collection
(Bad debi)

Principal Risk No.

Scenario 6. A 50% unclor
recovery in one year.
Scenatio 10. A 50% under
recovery in two years

Scenario 11. A 50% undar

Oui revenus includes a building block that deuls
with undar recovery of revanue, 4nd theretore
the impact would be temporary and imited.

After mitigation gaaring and interest cover
rauos would i consistent with an
investment grade rating ana comphant with

The value of the revenus callaction
reases each yaar as revenun is driven
by the RCV which acounulates each year.
However, the main nutigation strategy for
Scenanos 9, 10 and 13 is thet there 1s
buiding block that deats vath the under

. recovery in four years. our financing covenants. racovery of ravenua which mitigates the sk
. to an inmiatenal lavel.

Combined ' Scenario 12:(1,4.7anc 10} Alter mitigation geanng and interest cover See above,

Downside Thns 15 seen as a highly ratios would be consistent with a

Scenarlo ' uniikely scenano, nvgstment grade rating, and compliant with

our financing covenants.
5 30nd 12 oun e -

Howsveras 4o ook yments 3515 -

GOVERNANCE, ASSURANCE AND CONCLUSIONS
In reaching its conclusion. the Board has taken into account
Ofwals statutory duty to secure that companies can finance
their functions and has assumed that there will be no changes
to the regulatory framework or Government policy that will
adversely affect the Company's viability. The Board also
belisves that financing will be available to Tideway over the
period covered by the analysis.

We have undertaken a range of internal assurance acl
which the Board considers provide a robust degree of
assurance over lhe analysis. The internal assurance aclivities
have included a first and second line of defence review as
described in the Board statement on accuracy and
completeness of data and information within this report.

es,

On the basis of the robust assessment of our principal risks and
on the assumption thal we manage or mitigate them in the ways
disclosed, the Board's review of the business plan and other
matters considered and reviewed during the year, and the
results of our sensitivity analysis and assurance described
above, the Board has a reasonable expectation that the
Company will be able to continue in operation and meet

its liabilities as they fall clue over the period to 2030.

GOING CONCERN

The Board has also considered it appropriate to prepare the
financial statements on the going concern basis. The Directors
believe. after due careful enquiry, that the Company has
sufficient resources to continue in operational existence for
the foreseeable future and has assuined that there will be no
changes to the regulatory framework or Government policy
that will affect the Company's viability. Therefore, the Directors
consider it appropriate to adopt the going concern basis in
preparing these financiat statements.

DO

Richard Morse
Deputy Chair and Independent Non-Execulive
Ditector (Charr of the Audit Committae)

The Strategic Report was approved by the
Board on 24 August 2023 and was signed
onils behall by:

/2

Andy Mitchell CBE
Chief Executive Officer
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Section 172 of the Companies Act 2006 requires that when
making decisions. the directors must act in the way they
consider, in good faith, is most likely to promote the success

of the company for the benefit of its members as a whole, while
also considering the broad range of stakeholders who are
affected by the company’s activilies. Section 172 requires
directors 10 have regard (among olher malters) to:

a.The likely consequences of any decisions in the long term
b.The interests of the company's employees

c.The need to foster the company's business relationships with
suppliers, customers and others

d.The impact of the company’s operations on the community
and environment

e.Tho desirability of the company maintaining a reputation for
tugh standards of business conduct

1. The nesd to act fairly as between members of the company

This statement, with references to cther parls of the Annual
Report, explains how the directors have had regard to the
matters set out in section 172. We also explain some of the
principal activities of the Board, how the interests of
stakeholders were taken into account and what the outcomes
of those aclivities were.

LONG TERM DECISION MAKING

The directors understand the evolving nature of the project

and the challenges associated with ensuring the business

is prepared for current and future phases of the project.

The strategic objectives approved in the 2023/24 Business Plan
each include specified long term activities, as sel out iniore
detail in Qur Strategy and Priorities for 2023/24. This year the
Board has considered the regulatory environment that may
affect Tideway in the leng term, including in relation to Ofwat's
PR24 methodology.

THE INTERESTS OF THE

COMPANY'S EMPLOYEES

The dirsctors recognise that Tideway employaes are cors 1o

the successful completion of the project. It is a strategic priority
to manage the capabilities of the organisation to support and
encourage efficient delivery through a motivated and
empowersd team. The Board has been regularly updated

on organisation change and Lady McGregor-Smith, in her
capacity as the designated Non-Executive Director representing
workforce matters, has met with employee representatives

and reported their views to the Board. For more information see
the

RELATIONSHIPS WITH SUPPLIERS,

CUSTOMERS AND OTHERS

The Alliance brings together Tideway, Thames Water, the
Programime Manager, the Main Works Contractors and the
System Integrator. We share lessons leamed that anable s to
best deliver the projsct. This yaar the Board oversaw significant
collaborative planning to prepare for system commissioning.

Our legacy commitments include supporting ethical sourcing in
the supply chain and our Modern Slavery Statement is reviewed
annually by the Board. More generally, it is a sirategic objective
to maintain a supportive environment for delivering the tunnel
and to build a positive reputation with stakeholders. Tideway
takes a proaciive approach to engagement, using a range of
communicalion channels to inform the public and engage with
our neighbours. For more information on our approach

to these matters see the Vision, Legacy Reputation section
of the Strategic Report.

THE IMPACT OF THE COMPANY'S OPERATIONS
ON THE COMMUNITY AND ENVIRONMENT
The directors are mindful of the long-term commitments
contained n Tideway's Legacy Plan and the Board has had
oversight of progress toward the delivery of our 54 legacy
commitments and the contribution they make to the UN

i Goals. See the Our. i
to Legacy & Sustainability. section of the Strateaic Report.

The Board's HSSE Committee regularly reviewed pertormance
on environmental and sustainability matters and refated risks on
1he risk register. See the report on the activilies of the HSSE
Committee for more information.

MAINTAINING A REPUTATION FOR HIGH
STANDARDS OF BUSINESS CONDUCT
Maintaining our reputation is one of Tideway's strategic
priorities as set out in the 2023/24 Business Ptan.

See O .

The company's proactive approach to engagement and
communication is regarded as key to public accountability.

Important stakeholder bodies - The Thames Tideway

Forum, the Independent Compensation Panel and the
Complaints Commissioner - are i

chaired and report annually to the Tideway Reporting Group.

For mora ion see ing_with Qur

Board members are actively involved in reviewing and approving
Tideway's Annual Report and support our transparent approach
to reporting against the provisions of Ofwat's principles for

board and and the UK
Corporate Governance Cade. For more information see the
section of the. Report.

THE NEED TO ACT FAIRLY AS BETWEEN MEMBERS OF THE COMPANY

Three sharehotder direzlors sit on the Tideway Board where they represent the views of investors in Board discussions and
decision-making. The arrangements we have in place 0 ensure Tideway maintains an independent Board for the purposes
of strategic and risk management decisions are set out in the Governance Standards section of the Governance Report.

Other detailed i

about our

ection of the Report.

EXAMPLES OF BOARD ACTIVITIES

| Summary

. Stakeholder considerations

Outcomes

Thames Water Revenue Simplification

Proposals were received from Thames Water regarding
simplificauon of the revenue collecon allocation
Process winch was agreed at Licence award.

The Board was able to review the proposal in late 2022
and oversea subsequent engagement with Ofwat and
Detra, leading to formal approval of the revenue
simplification plans m March 2023,

and their

ip with Tideway is set out in the Relationship with

Business Plan and Budget 2023/24

The proposed busingss plan and budget for 2023/24
was sciutinisad by Board members in a workshiop.
format, iefore being presented to the Board for final
approval in a formal Board meeting in late March 2023.
In these meetings Board members conducted an
in-depth review of project schedule and milestones

as well s the proposed stratagy and piio
the year ahead.

‘The Board was brieted on existing ravenue collection
allocation process, and the proposal for change put
torward by Thames Water.

They reviewad the impact of the propased changes
on both Tideway and Thames Waler. and ihe measures
agieed o provide greater assurance and conlidence
ragarding future revenues.

Board members also considered the impact of the
proposed change in terms of relaucnships with key
stakeholders. paiticularly the consents potentially
needed from Ofwat and Defra.

Board Members were briefed on matters atfecting each
of the Main Works Contractors as well as imertaces.
with Thames Water.

Warkiorce and organisational structure was also
considered. ackngwletiging the need for change in lina,
with project recuirements.

Healtn, safety andt wellbeing priorities also rsfisct
evolving nature of the project, and the need to maintaln
safety standards for aew people mvolved in nevr phases
of the works.

The impact of project costs on Thames Water bill
payers was revieviad, as well as projected shareholder
distributions.

The approved changes lead to positive outcomes for
both Thames Water and Tideway. We have simplihed
Ihe revanua collectisn aflocation process, reduced the
level of monitoring and review required by both partias,
and reduced the risk of errars.

The overall oulcome of the decision s a husiness
plan and bucdgyet that the Board belleves supports
Tideway's strategic priorities and has taken into
account the impact of our activities on a wide
variety of stakenolders,
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The Chair’s Introduction

| l [EinanciallStatements I

o)

I am pleased to present this report on Tideway's

As the project prog into
its final stages we are ining the high of

SIR
NEVILL
SIS
SR

Going forwards, Mike Putnam has been appointed Chair
of the HSSE Committea and we intend to appoint a new

corporate governance that have guided the business to
date. The following report describes the main activities of
the Board in the year 2022/23, as well as the governance
arrangements that support our decision-making.

There were a number of changes on the Board in the year.

The first occurred in September 2022 when Javier Falero stood
down as a Shareholder Director for DIF Capital Pariners (DIF}.
This foltowed DIF's divestment of #ts 10.66% stake in Tideway
following one of its underlying investment funds reaching

the end of its fund life. The company's other shareholders
acquired DIF’s shares. This reduced (he number of Shareholder
Directors from four to three, and the overall size of the Board
from thirieen to twelve. We are grateful to DIF for their
involvement in the project, and to the continuing shareholders
for their ongoing commitment.

The second change occurred at the end of the period in
March 2023, when John Holland-Kaye stepped down as an
Independent Non-Executive Director. At the time of writing
this has reduced the number of Independent Non-Executive
Directors on the Board, from six 10 five. The Independent
Non-Executive Uirectors remain the single largest group

on the Board, and we intend to appoint a new Independent
Non-Executive Director later this year.

I'd tike to take the opportunity to thank both Javier and John
for thair contributions to the project. John, in particular, ably
chaired the HSSE Committee from September 2018 until his
departure and helped ensure Board oversight and leadership
of health, safety and sustainability throughout the project.

Non-E» Director later this year 1o fill
the position vacated by John, restoring the total number of
Independent Non-Executive Diractors on the Board to six.

As In previous years, our governance arrangemenis meet the
abjectives set out in Ofwal's board leadership. transparency
and governance principles, and we conlinue 1o comply with

all but one of the applicable requirements of the UK Corporale
Governance Code {the Gode). Our reporting reflects that,

for a period of the year. we did not comply with the Code’s
requirement (provision 11) that at least half the Board, excluding
the Chaitman, should comprise Independent Non-Executive
Direclors. In the period we had six Independent Non-Execulive
Directors on the Board. including myself. The Independent
Non-Executive Directors were the laigest singte group, balanced
against three Execulive Directors and three Sharehotder
Directors (foltowing the departure of Javier Falero).

As the project progresses it is important that Board members
are equipped to understand the changes that lie abead.

To that end, as well as overseeing annual business planning
activities and progress in the main works areas, we have spent
considerable tme, in the Board and its sub-committees.
discussing changing risks and tooking ahaad Lo the final stages
of the project and ions for system

We have also given considerable attention 1o the macro-
economic challenges that have affected major infrastiucture
projects, nationally and globally.

Further information is set out in the Goverance Standards section
of this repart, and more dietailed reporting on our compliance
with the codes is avallable online. on Tideway's website.

s

Sir Neville Simms.
Ghair
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XECUTIVE DIRECTORS

Sir Neville Simms FREng
Chair of the Board and
Chair of Nomination Committee

Key Skills and Experience
« Chartered civil engineer with significant board-level
experience, known for driving change and enhancing value.

Richard Morse

Deputy Chair of the Board

and Chair of Audit & Finance Committee
Avpunted August 2015

Key Skills and Experience
« Over 30 years’ experience of investment basking
in the infrastructure and energy sectors.

« Excellent understanding of policy making and regul
through advising and influencing government policy in the
infrastructure sector.

Background

Sir Neville 1s recognised as an outstanding teader in the indusiry
and has a long track record of leading major arganisations, He
was Chief Executive of Tarmac plc, Ghair of Power

- Signifi ing of regulated

Background

Richard has a background in investment banking with

significant expertise in the energy and mfrastructure sectors,

having been the Deputy Drrector of Ofgen (1999-2001) and

the head of corporale advisary leams at Dresdner Klenwort
Goldman Sachs and Greenhil

pic and until May 2005, Chair of Carillion plc. He was also joint
Chair of the Channel Tunnel conlractors’ censortium, TML for
the final threa years of the project. Sir Neville chaired the
Building Research Establishment Trusl. as well as several
conslruction industry bodies. the regional leadership teams for
Business in the Community in the West Midlands and the Sotent
Regions. He was also a founder member of the government's
Privale Finance Panel and served lor seven years on the Courl
of the Bank of England.

External Appointments
None

Inteinational. He is a Partner at Opus Corporale Finance.
Richard has been involved in the project since 2013 when
e joined the board of subsidiary Thames Tideway Tunnel
Limited, o assist in the set-up of Tideway.

External Appointments

* Chair - The Renewable Inirastructure Group (FRIG)

* Chair - The Woodard Corporation

* Non-Executive Director - Heathrow Southern Rail Limited

* Trustee - Trustee Leeds International Pianoforte Coinpetition

John Holland-Kaye

Chair of Health, Safety, Security
and Environment Committee
Aot Ay 2017, s Morch 2023

Key Skills and Experience
« Significant experience of devetoping and delivering major
UK infrastructure,

« Stiong
in the construction sector.

including from

Background

John has been the CEO of Heathrow Airport Limited since
July 2014, Prior 1o that, he was Commercial Director and
Development Director at Heathrow, where he was responsible
for dehvering £1bn of annual investment, including the new
Terminal 2. John has held various senior executive rotes,
such as Divisional CEO at Taylor Wimpey plc and Managing
Oirector of Bass Brewers.

External Appointments
« Chief Executive Officer ~ Heathrow Airport Limited

* Member - HRH The Prince of Wales' Sustainable
Markets Council

* Member — DEFRA's Council for Sustainable Business

B Ruby gor-S

Apointen Juns 2019

Key Skills and Experience
* Chartered with si | exp
in operations and change management.

« The lirst Asian waman lo become Chief Executive of a FTSE
250 company.

Background

Baroness McGregor-Smith is the former President of the British
Chambers of Commerce and she was Chief Executive of MITIE
Group plc from 2007 to 2016, As one of the few female chief
executives in the FTSE 250 and FTSE 100, she grew MITIE's
employee base from circa 23,000 to 65,000, making it one of the
UK’s largest private sector employers. She was made a life peer
of the House of Lords in 2015 where she sits on the industry and
Regulators Commillee. Recognised by the Financial Times as
one of the top 50 female business leaders in the world in 2013.
she also setved as the Chair of the Women's Business Council
between 2612 and 2016, and she authored the Independent
Report to the UK Government on Race in the Workplace,
published in 2017. In 2020 she was appointed by the UK
Govarnment to lead the In-Work Progression Commission,
providing an independent review into the barriers that prevent
people from progressing in work and increasing pay.

External Appointments
* Chair ~ MindGym plc

¢ President - Chartered Institute of Personnel
and Development

* Chair - Airport Operators Association

* Chair - Institute of and Technical

+ Non-Executive Director - SNC-Lavalin tnc.
« Pro-Chancellor - The University of Surrey

« Non-Executive Director - Everyman Media Group plc
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Mike Putnam
Chair of Risk Committee
Appinted Joly 2018

Key Skills and Experience

Michael Queen
Chair of Remuneration Committee
Aoponted Augin 2015

Key Skills and Experience

leader in the

seclor, with expertise in stralegy and
commercial management.

« Extensive experience in the

* Proven and sirategic skills,
gained from running and advising a
wide range of organisations.

* Deep understanding of

delivery of high-p
infrastructure projects.

Background

Mike is experienced across the
developnient, consiruction and services
sectors. Mike was the President and CEO
of Skanska UK plc (2009-2017) and prior
to that, he was one of the campany's
Executive Vice Presidents and main
Board Directors (2001-2009). He has
been closely involved with the successful
delivery of saveral high-protila
infrastructure projects. including the M25
PFI/PPP, the Channel Tunnél, the Channe!
Tunnel Rail Link, National Grid Power
Tunnets, Crossrail, Thameslink, Northern
Hub and Waterloo Rail Alliances,

External Appointments

* Non-Executive Director - Southermn
Water Services

» Non-Executive Director - Network Rail

« Vice Chair - Accadis (the global design

and cost consultancy business
headquartered in Amsterdam)

Background

Michael is a chartered accountant
with over 30 years' experfence in the
alternative finance sector. He was
CFO and then CEO of 3i Group plc,
where he developed 3i's activities in
the infrastruciure sector by founding 3i
Infrastructure plc.

He was previously a member of the
Prime Minister's Business Advisory
Group (2010-2012) and currently brings
his commercial and financial expertise
10 a variety of organisations.

External Appointments
* Chair - Colter Capulal
« Chalr of Council - University of Surrey

+ Chair - Enterprise M3

Andrew Cox
Alfianz
gt March 2018

Key Skills and Experience

Chris Morgan
Amber Infrastructure
Agomou Suptember 2021

Key Skills and Experience

« Specialist in asset
activities for i

of managing

* Significant experience in infrastructure
transactions.

Background

Andrew is Co-Head of Infrastructure for
Allianz Capital Partners, a fully-owned
subsidiary of Allianz Global Investors.
He has been responsible for all asset
manageiient activities for the direct
intrastructure investment portfalio since
2016 and from 2020 he has also taken

« Detailed knowledge across a range of
sectors including regulated utilities,
transportation and social infrastructure.

Background
Chris is an infrastructurs investment

Alistair Ray
Dalmore Capital
Ao May 2015

Key Skills and Experience

« Over 20 years’ experience in the
infrastructure seclor,

« Wide range of board-level experience,
spanning several seclors.

Background
Alistair co-tounded Dalmore Capital
in 2009 and is CIO. He is a Dalmore

with €15 yzars' expe X
He has worked at Amber Infrastructure
since 2012 where he is 4 Senior
Investiment Directar resdonsibe for
fanaging various infrastructure

for the Energy
portfolio as well. He sits on several other
boards, including Porterbrook (UK
rolling-stock leasing) and Silex
{Norwegian offshore gas transmission).

Prior to joining Allianz. Andrew was a
senior Principal Investor and Asset
Manager for 3i in its infrastructure team
for nearly ten years. Before that, he
worked at Ambac and Giti. Andrew has
an MA in History from Gonville and Caius
College, Canbridge.

Prior to joining Amber,
Chris workad at Deloitte where he
provided advice 1o clierts in connection
with corporate transactions. Chrls has
afirst-class degree in Accounting

and Finance from the University of
Southampton and is an Assaciate
Chartered Accountant with the Institute
of Chartered Accountants in England
and Wales.

and board mernber, as well
as being on the investment and operations
committees. Alistair has held senior
positions in the infrastructure investment
business, including at Edison Capital.
Noble Group, Merrili Lynch and 3i
Infrastructure plc. He was a founding
member of the infrastructure team at 3
and was involved in the acquisition of
Anglian Water and the purchase of stakes
in Oiltanking GmbH. Alistair was also a
Non-Executive Director of CAF Bank and
is a Director of Cory Hotdco Limited.

Javier Falero
DIF
Appuntod Movunbun 2019, resgnod Saptember 2022

Key Skills and Experience
« Significant experience of investment
in assets i the UK and Ireland.

« Extensive infrastructure managing
projects through the construction
and long-term operations phases.

Background

Javier is a Director at DIF where he is

responsible for the asset management

of several UK and trish investments.

Prior to joining DIF in 2016, Javier worked

for Barclays Infrastructure Funds

Management and then as a director at 3i,

where he was involved in the origination

and execution of new equity investment
T ies and the asset

of existing investments across

infrastructure and energy sectors. Javier

has a first-class degree in Mathemalics

and Computation from Loughborough

University and is a quatilied Chartered

Accountant with the Institute of Chartered

Accountants in England and Wales.
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Andy Mitchell CBE, FREng

Chief Executive Officer
Appuintid Augest 2015

Key Skills and Experience
« Civil engineer who has managed high-profile
UK and ovarseas projects.

Background

Andy was appointed CEO of Tideway in 2014 and
was formally appointed to the Tideway Board on
Licence Award in 2015, He joined the project from
Crossrail where he was Programme Director and a
Board member. He has worked around the world,
including on developments such as Hong Kong
Airport and Hong Kong West Rail, He also worked
for Network Rail, where he was Project Director for
its Southern Power Upgrade project and Senior
Programme Director of the Thameslink Programme.
Andy is a Fellow of the Royal Academy of
Engineering and the Institution of Civil Engineers,
and former Chair of the Infrastruclure Industry
Innovation Piatform (i3P) and the Infrastruclure
Client Group (ICG). He was awarded a CBE in 2015
for Services to Civil Engineering. Andy was
Co-Chair of the Construction Leadership Council
between 2018 and 2022, and in 2020 he was named
Personatily of the Year al the Building Awards in
recognition of his efforts working with government
to prepare for Brexit and 1o support the industry
through the coronavirus pandemic.

Mathew Duncan
Chief Financial Otficer
Aapoutad rovamber 2015

Key Skills and Experience

+ Financial expertise in the construction and
infrastructure sectors,

. i on large scate i
projects in various industry sectors.

Background

Before joining Tideway, Mathew was the

Finance Director of Crossrail Ltd, the company
responsible for delivering the new high-frecuency,
high-capacity railway for London and the South
East known as the Elizabeth line. Prior to that he
worked for Balfour Bealty in a number of roles, the
last one as interim CEO and Finance Director at
Baltour Beatty Support Services, where he was
responsible for business sectors such as UK rail
and utilities operations, and a werkforce of 8,500
people. Mathew is an External Member of the
House of Lords Comrmission andi is also Chair

of the House of Lords Audit Commitige.

Roger Bailey
Chief Technical Officer
Agptiad August 2021

Key Skills and Experience
« Track record defivering complex
engineering projects.

+ Extensive experience in infrastructure sector.

Background

Roger joined the project in 2012 and took on the
role of Asset Management Oirector in 2014 and
then Chief Technical Officer in 2018. He was
appointed to the Board in 2021. He is a chartered
civil engineer with more than 30 years' experience

COMPANY SECRETARY

Valmai Barclay
Company Secretary
AgpOInIad Jarniary 218 raiyrien fune 2023

Key Skills and Experience
« Lawyer with specialist knowledge of the
construction and infrasiructure sectors.

Background

Valmai is Company Secretary and Legal Counsel

at Tideway. Throughout her career, she has been

Involved in a range of UK infrastructure and

development projects. Prior to Tideway, she worked

in-house at a multinational construction company

and before that, as a solicitor in private practice,
ialising in ion and engineeri

in the planning, design and construction of complex
intrastructure projects in the UK and averseas.
Rogsris a Fellow of the Institution of Givil Engineers
and a Director of the Thames Skills Academy.
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Andy Alder
Programme Delivery Director

Responsible for

the delivery of all
infrastructure across
the project.

Background

Andy joined Tideway in 2015 from
Crossrail, where he was Chiet
Tunnel Engineer and then Projuct
Manager tor tunnelling in the West
area. He was previously responsible
for the design of the London
Underground Tottenharn Court
Road Station Upgrade and DLR
Extensions to London City Airport
and Woolwich. Andy is a Fellow of
the Institution of Civil Engineers
and as Co-Chair of the ICE's
Productivily Advisory Board he
jointly led the ICE's 2022 State

of the Nation report on improving
productivity, Andy is also a Fellow
of the Association for Project
Management, a Fellow of the Royal
Geographical Society and an
Honorary Professor in Praclice

al The Bartlett School of
Sustainable Construction.

Celia Carlisle

General Counsel and
Company Secretary
Avpomitect Conniany Secratuy Jty 2022

Responsible for providing
strategic legal advice on
all aspects of the project,
negotiating key contracts
and ensuring compliance.

Background

Celia joined the project in 2013
from the Olynipic Delivery Autharity,
She has over 25 years' experience,
both in-house and in private
practice, of advising major
infrastructure projects on their
procurement. consleuction,
governance, regulation and
financing. Cetia sits on the finance
committee of the London Design
and Engineering UTC, a mixed
university technical college at the
Unwersity of East London campus
and also on the panel of the ICE
Independent Assurance panel.

Steve Hails
Business Services and Health,
Safety and Wellbeing Director

Responsible for business
services, including
information systems,
quality and environmental
assurance together with
advising on health, safety
and wellbeing issues, and
promoting a positive
health and safety
Company culture.

Background

Steve joined Tideway in 2016 after
gaining over 20 years' experiencea
in the construction, engineering
and manufacturing sectors. He was
previousty Director of Health and
Safety at Crossrail, which he joined
trom Siemens Energy. Steve is also
a Non-Execultive Director on the
Programme Board for the Palace of
Westminster Restoration and
Renewal project and the Chalr o1
the Board of Trustees of the Mates.
n Mind charity. He is one of the
founding members of the Health

in Gonstruction Leadership Group
and. as of April 2018, Steve was the
tirst Honorary Fellow of the British
Occupational Hygiene Society.

1n 2019, Steve was recognised as
one of the top 10 Corporate Allies at
the National LGBT Awards,

Richard Lewis
Asset Ownership Director

Responsible for the
commissioning plan and
delivering an integrated
operable CSO control
system, ensuring the
tunnel is ready for
operation with the
Thames Water network.

Background

Richard joined the project in 2015
in the Project Sponsor team laking
on the role of Asset Qwnership
Director in 2020. He has over

25 years' experience in the water
and chemical process industries,
both supporting operational assets
and delivering complex projects.
Richard is a Fellow of the Institute
of Mechanical Engineers and
Member of the Project
Management Institute.

Matthew Parr
Director of Strategy
and Regulation

Responsible for strategy,
business planning,
corporate risk, revenue,
regulatory and
government relations
and annual reporting.

Background

Mali joned the projact in 2011

to focus on the funding of the
Tideway project through its
development and delivery phases
and to establish its approach to
value and legacy. Prior to this, he
was a Director al a management
consultancy where he advised
governments, regulatars,
companies and investors in the
ulility and infrastructure sectors.
Before moving into consultancy,
Matt held various positions

at Ofwat.

Jutie Thornton
Human Resources Director

employee engagement,
development, diversity
and HR strategy.

Background

Jutie joined the project in 2013,

Her corporate career began aver
25 years ago at IBM, where she
went on to be Head of HR for
Global Services, UK, hefore moving
to Citibank as Vice President for

HR in EMEA in Geneva and London.
Julie’s experience includes
business services. il and gas,

and construction sectors.

Lucy Webster
External Affairs Director

Responsible for

external and internal
communications, brand,
stakeholder engagement
and public affairs,
community engagement,
sustainability and legacy
and Tideway’s corporate
responsibility programme.

Background

Lucy joined Tideway in 2016 from
Metropolitan, a large housing
provider. Prior 1o this, she held
senior communications roles in the
transport and regeneration sectors.
She spent six years at Transport
for London and worked on the
preparation for the London 2012
Olympic Games, including planning
and land assembly. Lucy sits

on the Board of the Londlon Design
and Engineering UTC, a mixed
university technical college at the
University of East London campus.
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THE ROLE OF THE BOARD

The Board's role is to govern Tideway so il achieves its strategy
and objectives, in particular the successiul delivery of the
Thanes Tideway Tunnel. consistent with the values and purpose

of the The Board is

The Board has approved a schedule of delegated authority

Tideway's long-term success and for defivering sustainable

value to

Important aspects of Tideway's business are subject 10 scrul
by the Board Committees, which report to (he Board, and final
decisions are made at Board level. Descriptions of the

andt other

It sets Tideway's strategy and tisk appetite and approves
and monitors management's plans for achieving Tideway's
stralegic objectives and targets, including risk mitigation.

Committees' roles and aclivities are set out later in this section.

{SoDA) which authorises managenient to approve certain
decisions up to specified limits, beyond which Board approval
must be obtained. This assists with implementation of decisions
for relating 1o funding and Invesimant, contractual comniitment and
change, Invoicing and payients, procirement, recruitinent,
treasury, the discharge af consents and claim settlement.

The Board reviews the SoDA each year and by exception.

Certain matters are reserved to Shareholders for approval and
thesa are set out in full, fater in this section. Nevertheless, the

Board considers all such issues and advises Shareholders as

appropriate. The Board is ultimately responsible for Tideway's

overall direction, supervision and management.

* Signifi risks: the

nature and extent of the si

.

policies and

risks the Board is willng to take in
achieving Tideway's strateglc
abjectives.

+ Chair and Chief Executive
Officer: decicling the division of
responsibility between the Chair
and the CEO.

« Directors' remuneration:
approving the Directors’
remuneration.

+ Director and executive training:
approving induction training and
for

approving
policies and practices and any
changes to them,

The following matters are reserved to be decided by a simple majority of the Board:

« Insurance: setting and monitoring
the overall levels of insurance.

BOARD ACTIVITY

The Board s required by its lerms ol reference to meel at least six times a year and in the period met formally seven times. Two Board
worksliops were also hetd during the year and a number of additional updates were organised giving Board members an opportunity
to discuss emerging issues. The majority of sessions were held in-person and occasionally meetings were hosted on-line or Board
members opted to dial-in where attending in person would be impractical.

The Board has focussed on a range of issues including

and

delivery, risk

governance. The following tables summarise some of the Board’s key discussions and progress made agains! specific actwities.

Leadership and Employees

Strategic Priorities and Actions Arising

Reviewing the health, safety and welibeing
and engagement of employees

Progress . ]

Received regular monthly performance updates on health, safety and wellbeing,
including performance against the Health and Safety Performance Index (HSPI).

Engaging with the workforce

Reviewed the report from the Non-Executive Direclor representing worklorce matters,
Lady gor-Smith, further to her with employee iepresentatives.

the Co

and People section for more informa:

Reviewing the composition of the Board
and monitoring its effectiveness

Undertock the annual review of
individual directors.

of lhe Board. its C i and

External auditors: approving the
Audit and Finance Committee’s
strategy for maintalning appropriate
relationships with external auditors.

Risk and internal control policies:
setting the approach to risk
management and internal control
policies.

Risk and internal control review:
reviewing the effectiveness of risk
and internal controt

Directors and senior smployees.

« Reporting: approving of interim and
annual reports and accounts.

+ Distributions: approving any
distributions.

systems.

Policies: setting the policy on
business conduct, ethics, human
rights, anti-bribery and P!

See the Board. & section for more ir
. general — - "
approving resolutions and related Moritoring the remuneralion strategy. Discussed employee rewards.
ion to be put to to ensure it remains appropriate

Shareholders at a general meeting.

Strategy and Performance

approving any circulars,
prospectuses and other documents
to be sent to Shareholders.

= Political and charitable
donations: approving alt spend
relating to political or charitable
donatlons.

» Related party transactions:
approving the entry into,
amendment to, or a step to resolve
any dispute in ralation to a related

corporate responsibility and heaith
and safety.

party

Strategic Priorities and Actions Arising

Monitoring progress
against strategic priorities

Progress l

Discussed topics including:

« health, safely and wellbeing
« schedule, cost and quality

« vision. legacy and reputation
« company and people

« financing.

Received a hall-year assessment of performance against the 2022/23 business plan.

Reviewing and approving
business activilies

Reviewed and approved the Annual Business Plan and Budgel.

Reviewed and approved operational matters in accordance with the SoDA.

Monitoring performance

Reviewed and

s monthly reports.
Received updates on key business activilies, Including briefings on:

« operational matters ragarding the butkhead at Abbey Mills;

« the development of control systems by the Systems Integrator;

 financial sensitivities:

« safety and productivity on site; and

« long term strategy for Tideway.
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BOARD ACTIVITY
Stakeholder Engagement

Financing

—_— U . —_— - - - e e e e e e ——— P —
r Strategic Priorities and Actions Arising — Progress J [ Strategic Priorities and Actions Arising  Progress
Monitoring engagement « Received regular briefings on engagement with key stakeholders including Ofwat. Reviewing and approving « Reviewed and approved the Financing Plan.
th key stakehol Defra. Th Water and the Main Works Contractars. financi
with key stakeholders  Defra. Thames Water and the Main Works Contractors. inancing arrangements + Reviewed and approved the Sustainabilty Report,
« R dvisad on plans for enga 1 with key stakeholders.
eviewed and advised on plans for engagement with key stakeholders * Reviewed and approved changes to financing agreements arising lrom the
- discontinuation of LIBOR.
Risk Management
i -_— - C—— e . —— e - — =y . * Reviewed to shareholders and approved decisions to pay
| Strategic Priorities and Actions Arising - Progress ] ) or defer dlistributions accordingly.
Reviewing risk appelite * Reviewed the Board's nisk appetite and Tideway's principal risks. ! | See the Financing section for more i
See the Risk Management section of this report. ] i
- - - Financial Reporting and Taxation
Mani(oring risk management Reviewed the effectiveness ol the risk management and internal control systems, g - - T — — P — e ——— -
" and control tho A | Steategic Priorities and Actions Arising | Progress
o the Ri '
b - - - Reviewing past and projected financial + Reviewed and approved the Annual Budget.
Monitoring key operational risks Received detailed briofings on key risks including relating to health and safely, performance
productvily, programme and cost. t « Reviewed and approved the half year and full-year financial statements.
Governance THE DIRECTOR'’S ATTENDANCE AT SCHEDULED BOARD MEETINGS
Strategic Priorities and Actions Arising . Prograss BRI Total Meotings Held in Pe
—ro9re e
Ensuring appropriate Reviewed and appraved updates to the SoDA. Sir Neville Simms Independent Non-Executive Director 7 !
, detegation of authority Richard Morse Independent Non-Executive Director 7 ;
rReviewlng work carried out Received post-meeting reports from the Chairs of each Committee, John Holland-Kaye Independent Non-Executive Director 4 H
by Board Commitiees summarising discussions and actions. Ruby itk Indepandent Non-Exacutive Director B
Monitoring and ensuring Received regular governance updates from the Company Secretary. Mike Putnam Independent Non-Executive Director 3
'
! goad corporate govemance th ny and People section for more information. Michael Queen _____ Independent Non-Executive Director 6
Ensuring appropriate assurance Reviewed, via the Audit and Finance Commitiae, and approved i Andrew Cox Shareholder Director 7
R the 2022/23 Assurance Plan. ' Javier Falero Shareholder Director (resigned September 2022) 2
! Ensuring compliance with duties ' Reviewed and approved changes to Tideway's Modern Stavery Statement. Alistair Ray Shareholder Director 7
« under the Modern Slavery Act Chris Morgan Shareholder Director 6
Regulatory Matters § R
Sty U U SRS U G
i Stratagic Priorities and Actions Arising | Progress |

. Monitoring regulatory
requirements

Reviewed and approved communications with Ofwat regarding delay
o the 2022/23 audiit.

Reviewed and regulalory strategy and
responses including relating to Ofwat's consultation on

, Ensuring regulatory reporting
| requirements are met

 Reviewed and approved the Annual Performance Report and Accounts and the
Revenue Statement, prior to submission to Ofwat.

Ensuring compliance
with the project licence

Reviewed and discussed licence compliance, ncluding approving the Risk and
[¢ and the on sufficiency of financial and
nan-financial resources.

See the Annual Report for
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Tideway has from the outset aimed to achieve the highest standards
of corporate governance, and to operate in a way that is transparent
and collaborative for the benefit of all our stakeholders.

Ofwat’s principles for board leadership,
transparency and governance
We are required by our licence o meet he objectives conlained

The Board betisves it has the right combination of
Executive Directors, Shareholder Directors and Independent
Non-Executive Directors for the rola of the Board supporting

in Ofwal's 2019 principles for board parency
and governance and to explain in a manner that is effective,
accessible and clear how we are meeting the objectives.

The Board has reviewed the objectives and is satisfied that

the . Imp y. no individuat or group can
dominate the Board's decision making. and the Board is
satisfied that the Independent Non-Executive Directors
are independent in character and judgement, with no

we complied with them. To our we
have carried out a mapping exercisa which sels out each of
ihe objectives and describes the measures we had in place
10 meet them.

This is available for review on our website.

The UK Corporate Governance Code

We also measure our governance arrangements against the
principtes sel out in the 2018 UK Corporate Governance Code
(the Code) and we are pleased 1o report that we complied vith
the applicable principles set out in the Code other than the
requirement that at least half the Board, excluding the Chair,
should comprise Independent Non-Executive Directors. In the
period we had up to six Independent Non-Executive Directors,
including the Chair, on the Tideway Board. This makes the
independent Non-Executive Directors the single largest group
on the Tideway Board.

or which are likely to affect of
could appear to affect their independence. Each of tha Board
Committees is chaired by an Independent Non-Executive
Diractor and the Shareholders’ Agreement entered inta at
Licence Award supports thase principles, containing legally
binding cormnitments to maintain an independent board.

The significant independent representation and limited
matlers reserved to Shareholders help ensure that the Board
is independent and in control of the regulated business and
able to operate in a sustainable way in line with the long-term
nature of Ihe sector.

More information features in the composition of the Board
section. The limited matters reserved to Shareholders are set
out in full in the Relationship with Shareholders section. and
information on our process for identifying and managing
conllicts of interests is available on the Tideway website.

Further detalled mapping, setting out the principles of the
Code and the measures Tideway had in place to meet themn,
is also available for review on the Tideway website.

Looking down the shal
at Blackinars, whe:
Hows from the Log
Lovel 1 sewar and Fid
€S0 are dwertad it
the maun tunng
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THE BOARDROOM TABLE

As at 31 March 2023 the Tideway boardroom table consisted of 12 Directors, nine of whom were Non-Execulive, plus the

Directors were i

Company Secretary. Six of the N

including the Chair of the Board, Sir Neville Simms.

Indepandent NED3

BOARD COMPOSITION
Male a
D
857 l;\t;\t;\ti\/;\lé\[;\
Female Ooputy Chair

Chair
s oot

SECTOR EXPERIENCE

Board members have a wide range of
expertise, including financial, operating and
regulatory experience in the construction,
finance and infrastructure sectors.

157

We recognise thay as the project progresses the matters
requiring Board consideration will change and we intend to keep
Board members’ skills and experience under review and to
refresh the Board from fime to time, 10 ensure its breadth of
seclor experience appropriately reflects the project's needs.
Further details of the Tideway Directors, including their

dates of appointment and resignation, is contained in their
biographies.

Further information on the process for Board

is available on the Tideway website.

DIVISION OF RESPONSIBILITIES WITHIN THE BOARD

Chair
The Chair's primary role is to provide independent oversight
and governance, as leader of the Board.

The Chair is the inost senior leader of the business and the

Chief Executive Officer
The CEO is responsible for all of Tideway's operations, as leader
of the Executive Committes.

The CEOis

for Tideway's ip and

guardian of the interests of all St and

He is responsible for leading the Board and ensuring its

eftectiveness and takes overall responsibility for the Board's

composition, capability and pertormance evaluation.

The Chair's key functions are to:

« manage the Board and run Board meetings promoting
a cullure of openness and debale:

« take responsibility, with the Board, for agreeing and
monitoring Tideway's strategy and its delivery through
the Annual Business Plan;

« ensure good corporate govemance is maintained, in
the interests of all stakeholders;

« discuss with lhe CEC any recommendations rom the
Remunaration Committee;

« agree with the CEO all key external communications:
+ represent Tideway externally at the most senior level;

* determine with the CEQ which maiters require Board
approval;

* determine with the Company Secretary which decisions
are ressrvad to the Shareholders:

« facilitale constructive Board relations and effeclive
conltribution of Non-Executive directors; and

+ ensurs that directors receive accurate. timely and clear
information

Itis important that the Chair and CEO work well together,

within the Annual Business Plan approved by the
Board. He is supported by the CFO, CTO. and seven other direct
reports on the Executive Committee.

The CEQ's key functions are to:

« develop Tideway's vision and values;

* manage the Executive Comittee and Tideway's
day-to-day activities;

» set the operating plans and budgets required to defiver
the agreed company slrategy;

« ensure that Tideway has appropriate risk management
and control mechanisms;

« develop the necessary performance objectives and
non-tinancial programmes required to enhance and develop
Tideway's culturs;

* determine, sirengthen and develop the senior management
team: and

« share with the Chalr the external representation duties
Tor Tideway

Senior Independent Director

The Board has appointed Richard Morse as its Deputy Chair,

in which role he fulfils the functions of the Senior Independent
Non-Executive Director. He provides a sounding board for the
Chair and serves as an intermediary tor other Directors, when
necessary or appropriate.

The Deputy Chai is also available to Shareholders and other
if they have concerns which it would be

to provide effective and y
The Chair theretore consults regularly with the CEO and
is also available to advise and support the CEO.

inappropriate to raise lhiough the conventional channels.
of Chair, CEO or the other Executive Directors.

Non-Executive Directors

The Board included nine Non-Executive Direclors. three of
whom represent the current Shareholders and six of whom

are independent. The Shareholder Directors represent the
views of inveslors in Board discussions and decision-making.
The Independent Non-Executive Direclors (who form the largest
group) ensure there is a balance of perspectives, drawing on a
wide range of skills and experience, so that the Board can make
high quality decisions that address diverse stakeholdar needs.

Al the Non-Executive Directors use their breadth of knowledge
and experience to challenge, monitor and approve the sirategy
and policies recommendled by the Executive Directors. Each of
the Board Committees is chaired by one of the Independent
Non-Executive Directors, with those roles aflocated based on
therr relevant skills and experience.
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DIVISION OF RESPONSIBILITIES
WITHIN THE BOARD Continued

Executive Directors
The Executive Directors are the CEO, CFO and CTO.
The rote of the CEO is set out on the previous page.

The CFO is responsible for commercial and risk strategy
involved in delivering the project, plus overall cost and
schedule performance. He manages Tideway's finances.
including financial and business planning. management
accounting and control processes and treasury. The CFO is
also responsible for Tideway's strategy and regulation team.
The CTO s responsible for ensuring completion of the project
and handover to Thames Water. As such, the CTO feads the
Complation & Handover Team and is résponsible for technical

Board Evaluation

Tideway conducts annual evaluations of the performance

of the Board, its Committees, the Chair and individual directors.
This year's Board evaluation was conducted internally,

Board members were asked to consider implementation of

the recommendations from the 2022 Board evaluation and to
coimnient on the perforinance of the Board, its Comnittees,
individual directors and the Company Secretary. They were

also asked to evaluate the performance of the Chair i a process
overseen by Richard Morse as Senior Independent Director.

The evaluation covered a wide range of matters including
but not limited to:

* How effectively Board members work together
to achieve objectives

* The of the Board, inclucling whether

oversight, property and
with planning permission, system commissioning and the

jonal i ion of the Thames Tideway
Tunnal asset into the existing sewer network. The CTO
works closely with the CEQ and CFO.

BOARD DEVELOPMENT,
CONFLICTS AND EVALUATION

Development

We provide a range of opportunilies o ensure Board inembers.
maintain a deep understanding of the business and stay abreast
of developinents affecting Tideway’s legal and regulatory
environment. During the year the Board received regular
presentations and updates on topics including the main works
contracts, project and programme manager activities,
operational matters and the supply chain. Alf Board members
are offerad the chance to visit our sites and this year a number
of Board members have been on sité at lacations across the
three main works areas. enabling them to speak directly to staff
responsible for delivering the project and to see the works at
first hand.

There have been no new appointments to the Board in the
period, but ordinarily new directors joining the business are
given a comprehensive induction programme tailored to their
skills, experience and role on the Board,

there is an appropriats balance of skills, experience,
independence and knowladge

« Whether there is sufficient diversity among Board members
* How the Board addresses stakeholder needs

« How well the company mests the overarching objectives
sat out in Ofwal's principles on board leadership.
transparancy and governance

Overall, the results and feedback were positive. Board members.
are salislied that Tideway continues 1o maintain a high standard
of corporate governance and that the balance of experience
and skills on the Board is appropriate for the current stage of
the project. They consider that the needs of stakeholders are
reguiarly discussed and their views are well represented. Board
members also reflected posilively on the effectiveness of
relationships al Board leve!, noting goad levels of transparency,
with all members encouraged to contribute and differing views
often expressed.

Regarding the actions arising from tast year's board evaluation,
it was agreed that progress had been made toward updating the
succession roadmap. Board members noted that further steps
will be needed to implement succession arrangements and that
the roadmap will need 1o be kept under review and updated as
plans are developed for the final phases of the project and the
future of the company.

Alack of diversity at Board-level was also acknowledged in

the board evaluation. It is intended to racruit a new Independent
Non-Executive Director later in the year, 1q fill the position
vacaled when John Holland-Kaye stood down at the end

of March 2023.

The recruitment process will take into account diversity at
board-level as well as the need to securs (he skills and
experience required for the remaining stages of the project.

BOARD COMMITTEES
The Board has five Board Commiltees. The Committees
meel regularly, in accordance with an agreed schedule.
All Non-Executive Directors are permitted to attend Committee
meetings, in addition to the corninittee members. The Executive
Directors are not members of the Board Committees, but they
are invited to atlend the majority of meetings other than

i i Committee meetings, which
only the CEO attends, for all business other than relating
10 his own remuneration.

Each Committee has terms of reference, which have been
approved by the Board. Each Committee’s terms of reference
and performance are reviewed by the Board each year,

1o ensure that the Committees operate effectively.

BOARD COMMITTEE STRUCTURE
Each Board Committee is chaired by an
Independent Non-Executive Director.

The Committee chairs regularly update the Board
on the committee’s work. Minutes of the
committee meetings are available to all Directors
through a secure electronic portal.

Audit
& Finance
Committee
Richard Morse

HSSE
Committee
John Holland-Kaye

Nomination
Committee
Sir Neville Simms

BTL BOARD
Sir Neville Simms

Risk
Committee
Mike Putnam

Remuneration
Committee
Michael Queen
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; Mike Putnam @ ACTIVITIES IN THE YEAR
. The Committee met formally three times and undertook the following main activities:
‘h Chan of Pish Commitice

- . - SN - - C e ey

+ Activities |
° . —_—

Considered reports on key risk exposures, emerging and potential risks and matters driving risk

across the project.

, [ subect
| am pleased to present this report on ~

the activities of Tideway's Risk Committee.

 Risk appetite monitoring

i

COMPOSITION OF THE COMMITTEE ROLE OF THE COMMITTEE : ! Assessed and challenged the appropriateness of Tideway's overall risk appelile and approved the
The Risk Committee is made up of four Independent The rale of the Committes is to review and report to the Board i 1 principal risks.
Non-Executive Directors (including myselt) and two on sk managemnt, nitigation and internal cantrol. This " Risk management and | Receved regular risk reports covering principal and corporate risks, programine and project risks
Shareholder Directors. Together we share a thorough includes determining the nature and extent of the prncipal Asks | goermance | and the mitigations in place.
understanding of the Tideway project, significant experience Tideway faces. (These are described in the Risk Management . )
inthei sector and an balance of risk section of the Strategic Report) We also assist the Board in its Received updates from the Compliance Assurance Review Group (CARG) which 1s charred by the
mianagement expertise. oversight of risk by reviewing Tideway's risk appetite and risk : i CEO and challenges relevant staff on compliance and assurance matters.
All members of the Board are entilled {o attend the Conmittes profile, and the i of s risk . : ::r'e;\;ec:ll‘ 'l:::sp:g;‘ sl:temﬂl Audit with observations on the CARG covering management’s
and the majority of Board niembers are frequently present. We are supported by two tive-level risk 1_app -
which adds to the depth of discussion in Committee meelings The Corporate Risk Comnittee is chaired by the Director of , Intemal controls " Reviewed Tideway's Risk Management Policy and Risk Management Strategy.
and assists decision making at Board level. As a matter of Strategy and Regulation and meets every six months to consider  ~ T y - - -
course we invite the Director of Strategy and Regulation, corporata risks that may affect the financiat and reputational ; Deep fﬁvt_is on sysiem 1 InJune the Cq it ed outa review °'v for syst nmissioning, looking in
the Head of integrated Project Managsment Office (IPMO), viability of the business. The Executive Risk Committee is commissioning + depth al plans to test the sysiem commissioning plan with all relevant parties some 12 months ahead
the General Counsel and the Internal Audit Manager. chaired by the Chief Financiat Officer and meets monthly to of schedute. This included tooking at work underway with key stakeholders, receiving an update on
Other relevant experts are also invited to attend Comiittes raview programme risks that could affect the physical delivery development of the system commission plan and reviewing the process for achieving completion and
meetings whera required. of the project. | have regular meetings with the Director of ' handover.

Strategy and Regulation and the Chief Financial Officer to | This was followed, in March, with a further deep dive that considered the remaining, overarching

help ensure proper nformation flows tror these committees, : nisks involved in system commissioning and the measures in place to manage and initigate those

up to the Board's Risk Committee. ! risks. The Committee also looked at steps taken to strengthen links between Alliance members

. | and ta identify and close out remaining actions assoclated with operational readiness.
Desp dive on component | The Cormittes has also focused on risks iated with global shortages,
Membership of the Risk Com: Attendance shortages * the potential irpact on the project, steps taken to mitigate the risk and the strategy for managing the

i risk going forwards.

[ mike Putnam Chair Independent Non-Executive Director 3 :
T T T e T T - Deep dives oninterface with | In September the Committee considered Tideway's interlace with Thames Waler, which included

[} andrew cox Shareholder Director 3 Thames Water andindustry | loaking at areas of and the isms for between the two
[1. Richard Morse Independent Non-Executive Dirsctor 3 reputational issues ! organisations. That was followed. in the same meeting. with an update on industry reputational issues

o N T T e T e s Tt T | which considered both the reputational status of Tideway and wider reputational challenges facing
[ Michael Queen - Independent Non-Exacutive Director D | the industry.
[ JotnHolland-kaye _._Independent Non-Executive Director 1 Annual effectiveness review | Carried out an annual review of effectiveness which considered:
{: Alistair Ray Shareholder Director 2 . * Tideway's risk appetite and desired culture in « the extent, frequency and quality of

i relation to risk: ication trom Tideway
to the Board regarding the resufts of risk

i = the operation of risk managemient and internal
control systems, including the deternvination of
principal risks;

monitoring:

issues deall with over the course of the year,
Including actions to address weaknesses or

« the integration of risk management and control fafings:

internal controls with Tideway’s strategy,
business mode! and business planning « tho elfectiveness of Tideway's public reparting
processes; processes; and

. changes in the nature, likelihood and impact of ~ « Tideway's approach to financial resilience,
principal risks and Tideway's ability to respond particutarly in the context of decision-rnaking
1o change in the business and the external relating to distributions.

environment:
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Committee Reports

Health, Safety, Security And Environment Committee Report

Corporate Governance

e R [mam]ﬁ

John Holland-Kaye
Chair of HESE Committce

| am pleased to present this report
on the work of the HSSE Committee.

The Commitiee’s members have an in-depth knowledge of
Tideway's business and an appropriate balance of expertise
in matters concerned with healih, safety, security and the
environment. In my role as Chair of the Committee | bring a

of ip in business, ion andl
infrastructure and first-hand experience of priorities attached
to health, safety. security and environmental matters.

COMPOSITION
Including myself, the Commitiee has three Independent
Non-Executive Directors and two Shareholder Directors.

ROLE OF THE HSSE COMMITTEE

Tideway is committed lo best practice, continual improvement
and a transformational approach to health, safety and wellbeing.
We are committed to creating a healthier environment for
London by reducing the overflow of untreated sewage into the
tidal Thames, and i i i i
form a key element of our legacy prograrmine (as detailed in
1he Strategic Report), *

The Board acknowledges that etfective leadership on HSSE
matters must come from the top of the organisation. The HSSE
Cemmittee therefore has a key role in regularly reviewing,

ACTIVITIES
In accordance with its terms of reference, the Commiltee met twice in the year.

T activivies S

| HSW performance | Addressed detailed reports on the HSW performance of ihe MWCs. Programme Manager and
' | Tideway. Among other things, this included aversight of steps taken to receive HSW improvement
| | plans from the MWCs and measures taken to test site security arrangements.

i Sustainability perforrance
|

Subject

Reviewed the performance of the MWCs, Programme Manager and Tideway on sustainability
; and legacy commitments. This included. but was not limited to, oversight of legacy commitments.
1 and environmental KPls.

Reviewed an update to Tideway's HSW strategy reflecting the continuing development of the
project and establishing a plan to improve perforiance across the Tideway Alliance.

|
| HSW strategy ‘

Risk registers 1 Reviewed and considered the priority of matters included in the HSW and Environmentat risk

| registers,

Received an updale to the HSW Assurance Plan which forms part of Tideway’s nsk management
actwities. ensuring compliance with various statutery and contractual HSW obtigations.

| HSW Assurance

All members of the Board are entitled 1o attend the Committ
and we also invile the Director of Business Services and
Health, Safety and Wellbeing and the Legacy and Sustainability
Manager. Further invitations are extended 1o relevant staff

as required.

Membership of the HSSE Committee Attendance

and policy, standards and
procedures for managing HSSE risk and helping to ensure that
Bcard members are sufficiently informed to discharge their
individual and collective responsibilities for HSSE.

The Committee is responsible for reviewing Tideway'’s HSSE
strategy and objectives and overseeing significant Tideway
actions relating to HSSE. This includes incident investigation
reports and the close oul of actians resulling from any serious
incidents the Committee sees fil 1o review.

“The C tevel Monthly
Management Review meetings, which are chaired by the CEQ
and include an in-depth review of mallers related to health,
salety and wellbeing. The Legacy and Sustainability Manager
sits on the Alliance Legacy and Environment Commitiee which
meets bi-annually 10 provide strategic support and challenge on
tegacy and environmental (ssues. Both forums faed into the
HESE Committee.

[ John Hotland-Kaye cheir . NonEweculveDioctor 2
D Andrew Cox 2
nkMIke Putnar; B Independent Nnn-Exac»uliv‘e Dj(gc(ﬂ; o AA} o
[I_Sir Novilla Simms ) Independent Non-Executiva Director o 2
[} chris Morgan Shareholder Diractor 0
[ savier Falero Director {resigned 2022) 1
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Committee Reports

Audit and Finance Committee Report

Corporate Governance

Strategic;Report

r Financial Statements I G

Richard Morse
Chalr of Audit and Finance Committe¢

| am pleased to present this report on the
role and main activities of the Committee.

COMPOSITION
I have over 30 years’ experience of intrastructure and enargy

as an s banker. The C ittee members
have an appropriate balance of financial and accounting
experience and an in-depth understanding of Tideway's
business and the infrastructure sector.

There is a majority of independent Committee members,
based on a Cq ition of three

Non-Executive Directors including myself and two Shareholder
Directors. All of the Independent Non-Executive Directors have

Our main responsibilities are to:
« review the half-year and annual financial and regulatory
including ing any signi areas of

judgement and the ability of the Board to confirm that the
annual report and accounts, taken as a whole, are fair,
balanced and understandable and reporting to the Board
on the signifi issues i by the Ct ittee and
how these were addressed;

« review the scope, planning and effectiveness of the
Internal Audit function and Tidsway's internal control

ACTIVITIES
The Audit and Finance Committee met six times in the year.

Subject Activities 1
Financial and regulatory Consi the of the poficies.
statements

Reviewed significant issues in respect of the 2022/23 financial statements.

Annual sxternal audit Considered issues arising from the statutory and regulatory audits.

Internal audit Reviewed the plan, activities and effectiveness of the Internal Audit function.
Considered fulure changes to the Internal Audit Stralegy as may be appropriate for the evolution

of the project.

External auditor Reviewed the reappointment of the external auditor, including considering the external auditor's

and and

Oversaw the procurement process for a new external audit firm and subsequently recommendect
the appointment of a new external auditor for 2023/24 and beyond.

racant and relevant financial exparience. and risk management systeins;

All members of the Board may altend our Committee meelings. * review for

and

We invite the Head of Internal Audit, the Director of Strategy

tc and

Censit the company’s approach to compliance and assurance.

Financial and narrative

Reviewed the company’s approach to annual reporting including regulatory requirements.

and Regulation and the General Counsel to atiend as a matter
of course, and other relevant staff as required.

ROLE OF THE AUDIT AND FINANCE COMMITTEE
The Committee reviews and reports to the Board on all financiat
reporling malters. We review the role and independence of the
external auditor, the Internal Audit lunction and Tideway's overall
approach to compliance and assurance and annual reporting.
We also review and report 10 the Board on Tideway's treasury
policy, treasury strategy and financial strategy.

Membership of the Audit and Finance Committee Attendance

reporting fraud and other inappropriale behaviour, and the
outcomes from any significant matters dentified;

« make a recommendation to the Board for the appointment
of reappointment of the external auditor;

« review the scope and results of the annuat external audiit and
report 10 the Board on the effectiveness of the audit process

reporting

Sustainable finance Reviewed the company's Sustainable Finance Report.

Considered the approach to future ESG reporting requirements.

Going concem C approach and 1s relating to Going Concern for
adoption by the Board and inclusion in the Annual Report and Accounts.

and how the auditor's and obj ity have
been safeguarded;

« review Tideway’s for ensuring 1 wilh

Considered management’s approach and recommendations relating to the Long-Term Viability

Long-term viability statement
Statement for adoption by the Board and inclusion in the Aanual Report and Accounts.

its obligations and considerations for any breaches and the
adequacy of any actions taken as a result of a breach; and

+ review and present 10 the Board any funding, hedging or
Investment, or any material change 1o Tideway's financing
arrangements,

[l Richard Morse Charr.

Non-Executive Director 8

[ Andrew cox Shareholder Director B
[ 83roness Auby McGregor-s NOR-E; Diractor 5
[ chris Morgan Dirsctor 2021) 5
[ Michae! Guican NGn-Executive Director 6 ]

Received detaifed reports on financing market conditions.

Treasury strategy and
performance

Reviewad the performance of Tideway's financing strategy.

Distributions Consi ibutions to

Funding, hedging and
Investment

Considered opportunities refating to funding, hedging and investment management.
Reviewed assumplions contained in Tideway's long term financial model.

Received updates on LIBOR Lransilion and reviewed associated aniendments ta key
finance documents.
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SIGNIFICANT MATTERS

CONSIDERED IN RESPECT OF THE

2022/23 FINANCIAL STATEMENTS

The Audit and Finance Committee has considered a number

of significant issues in refation to the financial statements.
These mainly related to the judgements in relation to the
accounting estimates made by management in preparing the
financial statements and the regulatory accounts, and also to
the appropriateness of the accounting policies adopled for the
year to 31 March 2023, including changes Irom the prior period.

The Committee reviewed the tollowing key areas in relation

to the financial statements:

« the appropriate reporting and disclosure relating 1o estimated
outturn costs for the project:

the valuation and disclosure of financial instrument
arrangements as al the year end;

= the evidence supporting the assumption that the accounts
can be prepared on a going concem basis, including a review
of Tideway's liquidity, cash flows and exposure to financial,
strategic and operational risks:

+ the evidence and assumptions supporting the Long-Term
Viability Statement and the Directors' view of Tideway,
including a review of Tideway's liquidily, cash flows and
exposure 1o financial. strategic and operational risks;

« compliance with accounting standards and other legal
requirements; and

« asset carrying valug considerations in the financial accounts.

Judgements and eslimates as disclosed in the basts of
preparation note to the Financial Statements (Nole 1).

During the year, Tideway informed Ofwat that it would

not be able to comply with Ofwat's Regulatory Accounting
Guidalines (RAGS) which require companies to submit

an annual performance report by 15 July each year.

As companies' licences require compliance with the RAGs,
the company would be in breach of its licence. in lieu of
enforcement, Ofwat accepled an undertaking provided by
the company. The company’s undertaking covered the
provision of dralt information to Ofwat by 15 Juty {achieved)
and final audited infarmation by 22 Seplember which the
company expects (o comply with. Additional information

is available on the Ofwal website.

INTERNAL CONTROL, RISK AND COMPLIANCE
The Committee is responsible for reviewing Tideway’s internal
control and risk management systems. and compliance matters.
‘We are supported by the independent Internal Audit function,
which reviews the effecliveness of Tideway's nsk management
and internal control systems throughout the year and regulady
reports lo the Committee. The Committee provides further
review and challenge including:

+ reports prepared by the Internal Audit function, management's
response to issues raised and their timely resolution:

the control-related findings presented by the exlernal auditor
during its audit of the financial statements;

« approach to assurance. parlicutarly considering requirements
contained in Tideway's Project Licence, consents, financial
obhgations and other legal duties;

« approach and underlying process to assure the Board in
refation lo the Risk and Comptiance Statement which is
required in the Annual Report under the Licence granted
by Otwat; and

« the policies and procedures in place to prevent, detect and
investigate fraud.

INTERNAL AUDIT
The tnternal Audit function has a renit to carry out risk-hasedt
teviews covering the whole of the business, giving the
Committes assurance on the adequacy of the interal contrals.
The Head of Internal Audit is considered mdependent of
management. The Head of Internal Audit reported functionally
to the CFO in the period. To help preserve the i

PROCEDURES AND WHISTLEBLOWING

The Committee is responsible for ensuring that Tideway has
systems in place which allow stalf to raise. in confidence,
concerns about possible impropristies in financial reporting or
other matters and for ensuring that where such concerns are _
raised. arrangements are i place for proporlionate and
independent investigation and follow-up action.

Tideway has a confidential whistleblowing policy and
procedure for its staft which has been advertised throughout
the organisation. It covers a range of areas where malpractice
could occur. such as health and safety, fraud, bribery, money
laundering and other human resource related matters.

Staff are encouraged to deal with any matters of concern
with line management first and also have direct access to

a confidential whistleblowing reporting pracess with
Crimestoppers. The Head of Internal Audit acts as the
Whistieblowing Officer and monitors, investigates and
reports both lo the General Counsel and the Committee

on any concerns raised and the resulting oulcome.

AUDITOR APPOINTMENT,

INDEPENDENCE AND OBJECTIVITY

This is the eighth financial year in which the Annual Report and
Accounts have been audited by KPMG, which was appointed
following a competitivs tendering process described in our
2016/17 Annual Report. The contract permits us to continue to
appoint KPMG on an annual basis, subject to the requirements
of the Comparies Act. The current external audit engagement
partner is Anna Jones. This is her third year in the rote.

The Commiittee keeps KPMG's performance, independence

o the function, she also mel regutarly with the Chair of the
Audit and Finance Committee without Executive management
being present.

The Committee has a role to oversee the work of the

Internal Audit function to ensure 1t is as robust and effective

as possible including:

 reviewing and approving the Intemal Audit function’s palicy:

« considering and approving the function’s planned
programme of work;

monitoring the adeqguacy of the function's resowrces and skills;

reviewing the function's performance in terms of reports
prepared and subsequent follow-up and close out of actions;

« monitoring progress against the appraved programme of work.

Based on the Commitiee's ovarsight of the Internal Audit
tunction, the Committee considers that the Internal Audiit
function is independent and effective.

CONFIDENTIAL REPORTING

and appoi under regular review. In addilion the CFO has
regular contact with the audit team, as does the Chair of the
Boardt and Chair of the Audit and Finance Committes, who each
have regular dialogue with the lead audit panner at KPMG,
sometimes with and somelimes without nember of the
Tideway Executiva teamn in attandance.

During 1he period the Committee considered KPMG's
performance in relation to:

+ audit of the financial statements, including planning
materiality:

* execution of the audit approach including its assessment of
key accounting issues, audit judgements and audit
adjustments requirec;

» arrangements to identify, manage and report its own conflicts
of interests:

« independence and objectivity;

« the extent of. approval for and quality of the current and future
non-audit services cerried out by KPMG and their impact on
KPMG's independence; and

« arrangements for the delivery of the external audit.

The Audit & Finance Committee reviews (he non-audit services
provided by the external auditor, taking into account any
relevant ethical guidance on the matter. Non-audit services are
approved by the Audit & Finance Committee and the Commitiee
is salisfied that KPMG is independent of the company and that
the provision of permitted non-audiit services is not a threat to
the objectivity and independence of the conduct of the audit.

The Cominittee has considered and approved the fees for
non-audit services carried out by KPMG.

2023, 2022
£000 __ £000

“Non-audit services !

_ Other regulatory assurance services 22 a
[Fotat 1 22} a1]

I have met the KPMG engagement partner to discuss

matters without the Executive management in attendance.

The Committee has afso reviewed the performance of the audit
with the Executive team. The Committee concluded it is satisfied
with the independence of the auditor and the overali quatity

of the audit pracess and accordingly and accardingly, the
Committee agreed to recommend KPMG's appointment

as auditor for the 2022/23 financial year.

EXTERNAL AUDIT TENDER

During the year. the Committee led a formal competitive tender
procurement in compliance with the Company's Specified
Intrastructure Projects Regulations (SIPR) for external audit
services for the year ending March 2024, The Committee,
following assessment of the tender process undertaken by the
Company and in ion with

the Board appoint PricewatechouseCaopers as external
auditors. The Board accepted this recommendation and a
resolution to appoint them will be put to the Board and the
shareholders at the board meeting in September 2023.

The Committee confirm that this recommendation is Iree from
influence from any 3rd party and no contractual term has been
imposed on the Company which would limit the choice of
auditor. KPMG will cease to hold office foliowing the completion
of the audit of the Group’s Financial Statements and Annual
Performance Report for the year ended 31 March 2023,

This report was approved by the
Board of Directors on 24 August 2023.

Lo

Richard Morse
Chair of the Audil and Finance Committee
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Michael Queen
ChUr o0 Romensiaa e Laensitt oo

| am pleased to present this report which reviews the role and main
activities of the Committee for the financial year ended 31 March 2023.

Tideway continues 1o strve to be a world-class eniployer,

offering an inclusive culture, fair pay and competitive terms and
itions to its s ion and

policies and practices are designed to attract and retun the

best talent to work on each stage of the project.

Underpinning the remuneration srategy is the Company’s
culture of respect, famess and equity of application of the
poticy across the organisation, irrespective of role or seniority.
Therelore, the approach to pay and benefits for both the
Executive Directors and all employees are applied in the same
way. Qur Company annual bonus targets are set with the aim of
promoting individual and collective motivation to realise the
Company's obiectives and purpose, facusing on Health and
Safety, the time, cost and quality of build and importantly the
impact on our communities and support to our people. In this
way. we atign the interests of custoniers, who are ultimately
paying for the project thraugh their water bills with the investars
who are funding the project. Ultimately delivering the positive
environmental impact of cleaning up the river Thames.

Membership of the Remuneration Committee Attendance

Independent Non-Executive Director

n Michael Queen Cheur
[ Andrew Gox

[ vonn Hottand-kaye

[ Richard Morse

.. Alistair Ray

[ sirNeville Simms

{_ Javier Falero

Shareholder Director

Independent Non-Executive Director
_ Independent Non-Executive Director

Shareholder Director

__ Independent Non-Executive Dirsctor

COMPOSITION
The Comimittee has four Independent Non-Executive
Directors (including myself) and three Shareholder Directors.

ROLE OF THE REMUNERATION COMMITTEE
The Committee has delegated responsibility for:

« setting the remuneration policy for all Executive Directors
and the Company’s Chair, including pension rights and any
compensation payments;

« recommending and monitoring the level and stiucture of
remuneration for senior management;

« setting and reviewing the ongoing appropriateness and
relevance of the remuneration policy;

The Comumittee has an appropriate batance of
and in-depth knowledge of Tideway's business.

Other Non-Executive Directors have the right 1o attend the
Commuttee il they so wish. The CEO attends the meetings for
all business other than that relating to his own remuneration.
Independent advisors attend meetings by invitation and

the HR Director or nominated deputy acts as Secretary

to the Committee.

NN N ® oW

2022) 1

Director (resigned

= i ing external to obtain reliable,
ion in other ies of

Supporting our people during financially difficult times is
imporiant for the overall health and stability of the organisation.
In October 2022 a temporary, additional allowance for
employees below the senior management leam was introduced.
The monthly cost of living allowance ranged from 10% down

10 4%, ensuring thal those on the lowest income were provided
with the most support. The allowance ran 10 the end of March
2023 and has been reviewed in conjunction with the 2023-24
salary increase programme. The Executive Directors supported
the additional cost to the programme. by a reduction in their
own sataries.

t would like to thank our Shareholders for their views and

p-to-ct
scate and complexity:

« recommending the design of, and determining argets for.
any performance-related pay schemes and recommending
the total annual payments made under such schemes:

* recommending the policy for, and scope of, pension
arrangerments for each Executive Director and other
designated senior executives:

* ensuring that contractual lerms an termination, and any
payments made, are fair to the individual and the Company,
that failure is not rewarded and that the duty to mitigate loss
s fully recognised; and

« overseeing any major changes in employee bencfits
stiuctures throughout the Company.

ACTIVITIES

Tideway is a dynamic. multi-year consiruction project,
requiring a progression of skills and expertise over its life, from
a competitive employment markel. This requires us to constantly
review and iranslate Tideway's remuneration policy into
individual temuneration and incentive packages for staif and
senior management. We aim to retain and incentivisa the whote
workforce, including the senior Executive team.

Each year, the Remuneration Committee reviews the overall
compensation and benefits for all employees and compares
them (o various market benchmarks, The review, based on
external projections of inflation and salary movements awarded

input during this chaflenging time.

The Committee reviewed the overall Execulive remuneration,

1o ensure it remains appropriate and fair, The first wo long-term
incentive pians (LTIPS) were put in place in 2016, These focus
on the completion of the Tunnel by achieving key milestones,
the first two of which are starting and completing tunnelling.
The third LTIP implemented in 2019 was designed to incentivise
management to transition the Company smoothly to Handover
and Acceptance of the Tunnel. Whilst speed of construction is
an important component of our incentivisation and reward
strategy, it does not override either health and safety or the
quality ot the finished tunnel, which must be fit for purpose

to defiver a positive environimental impact by reducing raw
sewage discharge into the Thames.

In the year LTIP 2 was awarded on the completion of tunnelling
in April 2022. No changes have been made to LTIP3 in the year.
Allincentives are subject to satisiactory Health and Safety
performance and the Committea has the discretion of assessing
the final award.

Over the coming years the project will move into different
phases, the Committee therefore conlinue to review the overall

ion and ion for the Executive
1eam and key roles to ensure stability and retention of cntical
knowledge and experience. Specific awards were therefore
agreed for key roles as well as the Executive Directors, based on
the required retention period. The Committee agreed that these
were proportionale 1o the commitments required and delivery on
the projecl. These awards are subject to claw back and malus,

on Commi

an overall increase of 4.5%. with the majority of
receiving an increase c4%. The Executive Directors received an
increase of 3.5%6. During the year it bacame clear that increases
for the majority of stalf did not adequately reflect the increasing
impact of inflation.

may, in its absolute discration reduce
{including to nil) the accrued Award Amount or require the
repayment of amounts up to the value of the full award if already
paid. to take account of such circumstances as they may
reasonably determine, that are deemed 10 b the resul of the
recipient’s actions. including, without limitation, any of the
following: material misstatement of the Company’s results;

fraud or gross misconduct; poor health and safety performance:
poor regulatory performance; serious reputational damage or
material loss caused by the recipient’s actions: poor project
pertormance against either schedule and/or budget; failure to
defiver expected value 1o customers.
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REMUNERATION POLICY REPORT

The Company’s remuneration policy conlinues to refect
the complexity and significance of one of Europe’s largest
infrastructure projects. Executive Directors’ remuneration
comprises three elements: base salary; an annual bonus;
and LTIPs. We assess annual bonuses on a combination
of individual and Company performance, to incentivise
and reward success in line with our annual business plan
objeclives and Company puipose.

Willis Towers Watson, as required. provides independent
salary and benefits benchmarking and consultancy to the
Company, to ensure that salaties and bonuses remaln in line
with market norms.

PAY AND CONDITIONS FOR EMPLOYEES

We have maintained our position regarding pay and condiitions.
recognising that whilst Tideway is a regulated independent
water company. we have several unique characleristics which
influénce our remuneration strategy. Not least. we are
implementing one of Europe’s largest infrastructure projects and
need to do 50 in a manner which provides value for money for
customers. Our overall compensation slructure is designed

1o attract and retain appropriate skills, experience and talent

to achieve the Company’s aims. There cantinues o be a very
competitive labour market and it is important for the project’s
success thal we offer an attractive overall compensalion and
benefits package.

We apply our compensation strategy consistently across
all employees. from junior members of staff through to the
senior management team, with the same principles of
fairness and equity.

« Remuneration packages reflect the complexity and
significance of one of Europe's largest infrastructure projects.

« Reward is based on total compansation, meaning base pay,
bonus and benefits.

« Future increases in base pay are merit based. by reference
10 market comparators. There is no right to annual increases,
although an annual review will take place.

« Pensions are contributory into a defined contribution scheme,
with contributions in line with market practics. Pensions are
calcutated on base safary only.

All employees have a base-level benefits package, covering
holidays, pension, life insurance and privata madical cover.
Additional benefits are provided based on job level {such
as car allowances and level of medicat insurance cover) or
personal circumstances {such as refocation altowance).

« Bonuses are discretionary, based on a combination of
individual and Company performance, and are a key part
of the package to incentivise and reward project and
personal success.

All emiployees who are eligible for an annual bonus share the
same Company-wide targels and have individual abjectives
set in the same way as those of the Executive Directors.
Maxinum bonus opportuniities for our staff range from 10% to
50% of salary, depending on their seniority and role. Details of
the bonus opportunity for Exacutive Directors are provided in
the tabtes below.

Tideway has no collective agresments in place and safary
increases are determined based on an individual's

GENDER AND ETHNICITY PAY GAP REPORTING
As Tideway employs less than 250 people we are not required
to repor! our gender pay gap dala, however the Committee took
the decision 10 report in 2019, and for the third year we have
includod our Ethnicity Pay Gap data. This is in line with our
principles of transparency. )

| Median Gender and Ethnicity Pay Gap Trend
i 6% -

M tvedion EPG

and internal and external relativities. The overall salary increase
poi was four and a half per cent in 2022/23. Individual annual
increase reviews lake place in April each year. The
Remuneration Cominittee considers the same criteria for the
annual pay award for employees as those used when
considering any increase to base pay for Executive Directors.

1am pleased with the improving results but recognise that as
our organisation reduces in size as the project moves towards
completion, we will review the veracity of continued reporting.

In a teaditionally mate dominated industry we continue to
fook at ways to reverse this imbalance through measures
such as inclusive recruitment, a focus on new talent in

" groups in our planning activity,
mentoring and promoting flexible working, and targeted
development opportunilies.

We are proud that Tideway project employs 33% women,
but we recognise that continued focus to improve diversity
at he senior levels within the company is required to address
the struclural imbatance.

We continue 10 take practical steps to achieve our broader
diversity and employment goals, including an employee
network, Encompass, with several working groups which focus
on gender, disability, LGBT+ and race. Each diversity strand has
an Executive sponsor, to support diversity and inclusion
aclivities and programmes across the Project, We conlinue to
support a range of activities within schools, 10 encourage young
women to take STEM subjects at school and university, to try to
redress the known gender imbalance in the engineering sector.
The Company will conlinue 1o focus on these issues lo work
towards increased diversity of representation across all tevels
of the Gompany.

Tideway prides itsel on being an inclusive employer and

this is reflected in our Employee Engagement Survey results.
This confirmed that we continue to live our values, with a 90% _
favourable response o the question | am Ireated with respect
as an individual”.
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PAY AND CONDITIONS FOR EXECUTIVE DIRECTORS ! Exacutive Director Annual 8onus Arrangements ' i

Full details of each component of the Executive Directors’ remuneration and the way . — R I
ion was I for the year ended 31 March 2023, are sel oul here. Purpose and strategy Incentivises and rewards performance agamnst annual targets, which support the Company's
roo- - y strategic direction and personal development.
; Executive Director Base Salary Arrangements J -
I - - Operation Annual targets included Health. Safety and Wellbeing, project milestones. public perception.
Purpose and strategy The overall remuneration package is set 1o attract and relain Directors of the employes engagement, as well as personal targets. Targets are sel annually by the Remuneration
appropriate calibre, 10 reflact the organisation’s size, complexily and externa) markel Committse and notified to the Board. .
competition and company values. The Remuneration Commiittee approves the assessment of achisvement.
Operation The base salary of the Executive Direclors is reviewed by the Remuneration Commillee All bonuses are discretionary and can be removed or adjusted at the Commitiee’s discretion.
annually and is normally fixed for 12 months. There is no nght o an annual increass. - - — .
Incieases are get by relerence to: Opportunity Maximum bonus opportunities Awards for 2022/23 were:
L CEO - 100% CEO - 70%
* individual performance: CFO - 80% CFO - 56%
« internal and extemnal comparators; and C10-80% CTO - 56%
» market conditions. Performance metrics Objective Raguirement 2022/23 Minimum Achievement
— ] -
; " - y . » Y han ot
Opportunity Base salary increases are reviewed al the same time as those across the Company Haatth Safaty Maintain Sirong HSW Safety recard belter than otner  lmproved against a carige
1l uSualy bo In e wil markat INreases and Wellbeing  performance recent magor projects. hnpioved  of targals.
and will usually d  perfoimance on 2022-23.
The C ittes will consider 10 this where there is: Schedule Cost Monthly Schedule Detivar schedule milestones. Tunnelling canpleted. 79% of
and Quality Portarmance Complete wnnelling. milestones achieved.

« incraase in role scope or responsibility, mcluding a promotion;
« external market data showing that the salary is not competitive; and/or

« aisk of not atlracting or retaining executives.

Performance metrics

The ndividual's performance, external market and nternal refativities will determine

" Year-ond position in ling
 with cuttura budget
(Estimate st Completon)

In line with EAG torecast.

Business plan EAC was
excaeded, singletargast
reason was unanticipated level
of ilation.

" Asset Quahty, Fitnass for

No Significant dulays dus to

Active raviow and management

the salary level. Salary levels for the Executive Direclors for 2022/23 are set out later in Purposs & Durability quality issues. W place.
this report. Vision Lagacy Support from siakeholders . No matarial Stakshaldar and
ond Reputaton | s a rosult of stakeholder imedia continues 10 be 9945
intervention. positiva or balanced, 93% or
fegacy targats aclueved
Giarger 85%).
Company “or Subj elfectve survey data
and Peapla delrvered against plan, whilst  urganisaton ieansifion including  postive scores. iespect and
preserving avaluesdriven,  surveys/polls and leadback from  recognition 89%. claar and
! 3kBled, diverae and engagad * the Warkinrce Engagement promising diraction 86%..
; workiorce Oirector with Employes Reps).  confidence in loadirs 86%.
Posilva tesdback from
employee teps to Workiorce
Ourector.
. Personal Achievement of As per individual plan. As par i
objectives personal objectives

' These targets are shared with all staft.
* The Comimittee has discretion to weight each of the above requirements as it sees fil,

!« The Committee has assessed that the Company achieved 70 per cent of ils goals overall,
as EAC and schedule performance were given more weight by the Committes. A range of
inputs, including the project’s health and safety record, performance schedules, employee
surveys and independent research detailing our reputation in the external market are used.

and safety or regulatory breach.

'« The Committee has discretion to reduce the bonus to zero if there is a significant health

Personal objectives comprise a combination of strategic, project and development

measures to support the delivery of project milestones, Company priorities and personal
development of the individual.
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EXPLANATION OF PERFORMANCE

METRICS CHOSEN

The imetrics chosen were designed to ensure that al staff
members remained engaged with the project’s priorities, of time
and budget, whilst underpinning the Company’s core values of
transtormational health and safety, stakeholder and employee
angagement. Delivering the operational tunnel will ensure
improved environmental goals of a cleaner river Thames.

[ Executive Director In Service Benefits

Company targets for Directors and Executive Management are
50 per cent of the bonus opportunity, with individual targets
making up the other 50 per cent. For other employees, the split
is 25 per cent Company targets and 75 per cent personal
targets. Individual targets focus on all areas of the Company,
project delivery and personal development.

. Purpose and strategy
of suitable Directors.

| Ensures the overall package is

and retention

and supports the

" Operation | Executive Directors receive benefits in line with market praclice, which include car

! | ailowance, medical insurance and life insurance. Other beneiits, dependent on individual
| | _circumstances, could include travel, ion or relocation

! Opportunity | Benetils are determined at an appropriale level based on external market data and,

, in the case ot other henefits, personal circumstances.

Performance melrics Not applicable.
|

Executive Director Retiremant Benefits

f ive Director LTIP Ar

to the CEO, CFO

'
Purpose and strategy

e ——

To reward performance and delivery and retain Directors over the life of the project, right through to
final commissioning and handover of the tunnel at completion, in line with Company values and
| legacy commitments.

Operation The LTIP is split into three Tranches. Ench Tranche is designed to encourage comptetion of the
project as swillly as possible, within budget and without compromising health and satety or quality,
: and to deliver our stated legacy aims.
; Opportunity ! Tranche 1 is awarded on the date on which the final tunnel boring machine at the three main

* drive sites staris 10 lunnel and is payable over a three-year period. The maximum amount that
rnay be paid under Tranche 1 of the LTIP is 225 per cent of 2016/17 base salary in the first
available payroll occurring after s award and 112.5 per cent of 2016/17 base salary in each of the
following two years.

Tranche 2 is awarded on the Tunnglling Completion Date {broadly defined as the date on which

all tunnelling is comptete). The maximum amount that may be paid under Tranche 2 is up to

150 per cent of the base salary pertaining at the tunnelling start date, on the first available payroll
occurring after award, and up to 300 per cent {subject as set ot below} of such base salary in the
following year.

: Tranche 3 Is awarded at Handover and is payable as o two-thirds at Handover of the tunnel and
one third at System Acceplance. Amounts paid oul depend on the timing of sysiem wide Handover
and acceptance of the tunnel, the costs of achieving this. LTIP3 is calculated as up to 200% of
salary for each of Ihe years from scheme introduction to Handover.

+ Purpose and strategy

| Ensures the overall packaga is compstitive, within current pensions and taxation

i to provide p benefits.
Operation ' Executive Director's receive a Company contribution towards their pension of £4,000
. per annum, in line with current government tax celief taper linits.

i Opportunity | The Executive Directors have fully portable self-invesied personal pensions.
[

[ Performance metrics Not applicable.

The Company may terinate the contract of any Executive Direclor in ling with their contract of employment,
which includes provision for payment in lieu of notice. Employmant contracts may be terminated without

payment in circumstances of gross misconduct.

[Execullve Director Termination Policy

| Base salary + benefits

Payment made up to termination date.

| Annual bonus

There is no contractual entitlement to a bonus payment. if the Director is under notice or

i | left employment at the time of payment, the Committes may use its discretion to make a
P bonus award. Typically, in the market this would be pro-rated for time and based on the
! | performance assessed at the end of the bonus year,

{ Long-term incentive plan

¢ Treatment would be in line with plan rutes and at the Rernuneration Committee's discretion.

" Performance metrics

100 per cent of the Tranche 1 LTIP will be awarded if the Commiltee is satisfied that tunnelling has
starled ai afl the main drive sites before a specilied date (the Pre Licence Award Date (LAD)) which
is before the date scheduled when the Company's Licence was awarded. The award will reduce to
nil if no tunnelling has occurred by the date {the LAD) scheduted when the Company's Licence was
awarded. The reduction betwsen 100 per cent and nil will be calculated on a site-by-site basis.

The award will reduce by 20 per cent for each site Lhat has not started tunnelling by the LAD or such
lesser on a straight-line basis, per tunnel if tunneliing commencement occurs
between LAD and Pre LAD) The Commiittee has discretion to increase or reduce the award by up to
a further 20 per cent, depending on the length of tunnel bored by the LAD.

Achievement Tranche 1: Based on tunnelling start dates and overafl tunnel completec! the amount
awarded under this LTIP was 44% in September 2019. The performance amounts payable to the
CEO and COO are disclosed in the remuneration tables for the financial year 2020-21. The finat
payment was made in Seplember 2021 and is now closed.

100 per cent of the Tranche 2 LTIP will be awarded if the Committee is salisfied that the six
individual Tunnelling Completion dates have occurred on or before a specified date. The award will
reduce to nil if the Individual Tunnelling Complelion Date has not occurred by the specified date and
will reduce on a straight-line basis if the Individual Tunnelling Completion Date occurs between
those two dates.

Achievement Tranche 2: Based on tunnelling completion dates for all 6 tunnels, the amount
awarded undler this LTIP was 86%. The amounts payable to the CEO, CFO and COO are disclosed in
the remuneration tables for 2022-23. The first payment was made in May 2022, and the second and
final payment will be in May 2023.
Achievement Tranche 3: 100% of LTIP3 will be paid if the Committee considers that Handover and
System Acceptance has or ill occur on the date scheduled at Licence Award (the LAD) and agreed
! forecasl costs have been mel. The award is adjusted downwards if silher the schedule or cost are
not met. Itis projected that the LTIP3 targets will not be met and thal no payments will be made
+ under this scheme.

The Committee has discretion to reduce all or any tranche of tha LTIP to zero for. inter alia.
! health and salety o regulatory breaches or malus.
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to the CEO, CFO and CTO

. Toreward performance and delivery and retain Directors over the life of the project, right
1hrough to final commissioning and handover of the tunnet at completion, in line with
Company values and legacy commitments.

Purpose and strategy

Operation The Retention bonus is split into three tranches. Each is designed to encourage
' complation of the project as swillly as possible, without compromising heafth and safety
; or quality, and to defiver our stated legacy aims of cleaning up the river.
Opportunity Tranche 1 (25%) is awarded on the date that the tunnel achieves is Precommiisioning
Commencement date, tranche 2 (37.5%) at Handover and the tranche 3 (37.5%) on
. Syslems Acceplance.
) Te averall maximum oppartunity ta Systems Acceptance is:
: CEO 7.9x salary
: CFO 8.3x salary
) CTO 7.1x salary
' Salary is calculated as at April 2022.
Performance metrics c of project mi The G has discretion to reduce afl or

' any tranche of the retention to zera for, inter alia. health and safety or regulatory
breaches or malus.

POTENTIAL REMUNERATION SCENARIOS FOR EXECUTIVE DIRECTORS
Here we set oul the potential remuneration for Executive Directors in various bonus award scenarios.
' - - AP F i

H Fixed Pay . Annual Bonus
Minimum Fixed etlements of remuneration are 30% ot potential
performance base salary. benefits and perisions annual bonus achieved
Median 70% of potential
pertormance Individual performance would be expected annual bonus achieved

lo have a positive impact on base salary -

. Maximum i see pay and conditions for Executive Directors 120% of potential
performance annual bonus achieved

Here is the refative split of remuneration between fixed (hase salary, benefits and pensions)
and variable elements {annual bonus) for the Executive Directors under the three scenarios.

£'000 Median Performance

| £000 Minimum Performance | £000 Maximum Performance |

1,200 ; C rase—y ! 1200
1000 1000-] - 1000
00| Sl s 800
m-{ | Dl e ]
son] j L wd . P
] i P : i ; | : ]
| R | | ‘ ool
200 : I o me . ; 200 4 L
1 i I i . 1 i Lo ] ! : i
: {: il : : i 1 I . : iiL |
ceo | cro | cro ceo | cro [ cro ceo | cro [ cTo |
' ) Fixed W variavle

[ Fixed B Vaiavie

! Fixed Ml Variabre

e e e e .- e e e e e
: Non-Executive Director’s Fees |

! Non-Executive Directors receive only a fee, which is set at a level that refiects inarket
conditions and is sufficient to attract indi with iate skills, and
experience. The Chair and Deputy Chair receive enhanced fees for additional responsibilities.
N Directors i do not receive fees from the Company.

' Purpose and strategy

Operation Faos ara reviewsd sither every year, on the change of responsibilities or the appointment of
new Non-Executive Directors. The Board the of the N i
Directors within the limits set in the Articles of Association.

Opportunity ! Non-Executive Directors do not receive annual bonuses, benefits or pension contributions.

| Fees are based on the level of fees paid to Non-Execulive Directors on the boards of
i iies and the tune i expected.

DIRECTOR’S CONTRACTS
The Executive Directors have employment contracts with six months’ notice on either side.
The Directors who held office during the period are listed in the Governance Report.

The Independent Non-Executive Direclors have service contracts with three months' notice on
either side. Details of their appointment to the Board can be found in the Governance Report.
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REMUNERATION
The total remuneration earned by each Direcior is shown in the following tables. These tables have been audited by KPMG.

. ] Base M Taxable | Annual | I Pension ! - Base| Taxable [ Annual f T Ponsion | J
Year Ended Salary| Benefits | Bonus | LTIP; Contributions | Total Year Endod ‘ Salary | Benefits Bonus LTIP | Contributions i Total
31 March 2023 i £000 | £000 £000 | £000 ! £000) £000 31 Maich 2022 ‘ £000 | £'000 | £2000 | £000 | £000 £'000
Andy Mitchell 468 16 464 1774 5 2,727 1+ Andy Mitchell 489 15 215 206 3 928
Mathew Duncan’ 330 32 247 835 - 1444 | Mathew Duncan 325 29 114 - - 468
Roger Bailey 305 16 228 - 5 554 | Roger Balley 290 15 66 - 3 an
Sir Nevilla Simms 275 10 - - - 285 [ SirNeville Simms 275 10 - - - 285
Mark Sneesby” - - - 1224 - 1224 | Mark Sneesby 170 4 214 143 2 533
Richard Morse 100 - - - - 100 | Richard Morse 100 - - - - 100
Mike Putnam 67 6 - - - 73 | Mike Putnam 64 6 - - - 70
John Holland-Kaye 67 - - - - 67 | John Holland-Kaye 64 R R - - 64
Michael Queen | 67 - - - - 67 | Michael Queen ! 64 - - - - 64
Baroness Ruby McGregor-Smith | 67 - - - - 67 + Baroness Ruby McGregor-Smith | 64 - - - - 64

Faes for the Indepencient Non-Executive Directors have baen
set in line with the policy described and wers reviewed in July
2022 when fees were increased by £4k. A further review in
January 2023 made no further changes.

RECRUITMENT REMUNERATION POLICY

We use the policy detailed above when deciding on the

overall remuneration package for externally recruited Directors.

The Committee has the discretion to include other components

outside of the policy. if this is necessary 1o facilitate the hiring of
individuals of the right calibre and experience.

This report was approved by the
Board of Directors on 24 August 2023.

deitl

Michael Queen
Chair of the Remunciation Committee

* Matww
* hdork, in 202, iz e
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OUR OWNERS
Tideway is owned by a consortium of investors. Here we set out our equity investors and their equity interests as at August 2023,

" Sharenholder and

Shareholding Description

The Allianz Group is one of the wDrld 's leading insurers and assel managers WAU\ mote than 122 mllhoﬂ
private and corporale customers in more than 70 countries, Allianz customers benefil from a broad
range of personal and corporats surance services, ranging from property, life and heallh insurance
1o assistance services to credit insurance and global business insurance. Allianz is one of the world's
largest investors, managing around €683 billion"* on behalf of its insurance customers.

Furthermore, its asset managers PIMCO and Alliance Global Investors manage about €1.6 trilhon of

Allianz Infrastructure
Luxembourg | S.a.0.,

34.26%

Allianz European

2"’3"}{“”’: ': ) third-parly assets. Thanks to our systematic integration of ecological and sacial criteria in our business
“““l's'"m‘ oldings 1 ocesses and investment decisions, we are among the leaders in the insurance industry in the Dow
..

Jones Sustainability Inciex. In 2022, over 159,000 employees achieved total revenues of. €152.7bn and
an operating profit of €14.2bn for the group.

The mvestment in Tideway is funded from the balance sheets of various Allianz Group insurance
companies and the Allianz European (nfrastructure Fund i1, managed by Allianz Capital Partners GmbH.

'4.09%

Datmore Capital Daimore Capita is an independent fund manager, with a focus on long-term, limited-volatility
14 GP Limited infrastructure investments, particularly in the UK, Dalmore has interests in over 130 infrastructure assets
33 76"/ and has assets under management of over £5.7bn. For s investment in Tideway, Dalmore established
. o dedicated investment vehicles which have secured commitments from some of the UK's leading
pension funds, as well as from a number of European Infrastructure investors.
Auger Bore

Invesiments Limited

2.88%

(Both Dalmore

related entities)

1PP Amber isani specialist. focused on investment ongination,
Limited assal and lund gt i i €5.5 billion of funds

. Wil
under management, Amber invests across eight funds and a number of managed accounts, including
International Public Partnerships Limited (INPP, a London Slock Exchange listed inirastiucture company),
for public and private sector investors. Amber's core business focuses on sourcing, developing, advising,
investing in and managing infrastructure assets across the public, transport, energy, digital and
demographic infrastructure sectors that support the lives of people, homes and businesses
internationally. Amber is headquartered in London with affices in Europe, North America and Australia and
employs over 170 infrastructure professionals. Amber manages the IPP and Swiss Lite Holding AG {Swiss
Life) investments in Ticdeway which are held through IPP Limited and
Limited respectively. Swiss Life Asset Managers is the third-largest manager of institutional assets in
Switzerland, with over 2,500 employees and more than 165 yeas of experience in managing the assets of
the Swiss Life Group. Assets under managenien amount to CHF 250.1bn as of 31 December 2022, with
GHF 144.7bn attributable to Swiss Life's insurance business and CHF 105.4bn to third-party asset
management. The core competencies of Swiss Lile Asset Managers lie in activsly managed solutions in
Infrastructure, Real Estale, Fixsd Income, Equities and Multi-Asset classes.

17.90%

Bazalgetle
{lavestments) Limited

711%

(Both Amber
related entities)

The Shareholder Directors are the primary conduit by which the Board interacts with the Shareholders and understands their views,
both indivi and ively. As ibed in the section, a number of arrangements are I place to
ensure Tideway maintains an independent Board for the purposes of strategic and risk management decisions. Matters reserved to
Shareholders are detailed below, together with a descriplion of the one occasion in the year when these reserved powers arose,

IR o OO DAL w3 WD A S LTINS,
** &3 0 31 Decombe 2022

TIDEWAY GROUP STRUCTURE

Bazalgelle Tunnel Limited is part of a group of companies. Its immediate parent company is Bazalgette Holdings
Limited, which is in turn wholly owned by Bazalgette Ventures Limited, and its ultimate holding company is
Bazalgette Equily Limited. The structure of the Tideway group of companies and therr rofe is described here.

Allianz-related entities Amber-related entities Daimore-related entities
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Relationship with Shareholders
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Corporate Governance
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THE ROLE OF EACH COMPANY

SHAREHOLDER RESERVED MATTERS REQUIRING 75% APPROVAL .

e e e g o i i m o o - — kg il Mt bbintodvdtbieish v n e i
Thegisiration | Placo ot "  Noture of Matter Oascription
Ni " Numb i
ame umper ! ' Ganeral carporate | Malters telating (0 the is5u6 of any sharas in any Tidway gioup company.
|Bazalgette | 9553573 England The Infeastructure Providar entity licensed by Ofwat to design, build, i —— T
| TunneiLed and Wales and maintain the regulated assels of the Thames Tidoway Tunnl. It ies within the . Incurring of Vabilities alc. ; Unl by the Annual Business Ptan or Budger.
: ; secuity ring-fence. Acquisiions or disposals | Including capital expenditure over 5% of the regulatary Capilal vatus of the Projact (-RCV") (566 Tideway's
"Bazalgette 9553510 England Bazalgette Tunnel Limited's immediate holding conipany, established to act as the vehicla i Anwal Performance Repon tor vatus), or nol conternplated by ths annual Businass Pian or Budgat
| Haldings Ltd and Wales where Ihe Secietary of State would injact funds it required. It ies within the security ring-fence. ‘Accounts, sudior T The changs of Tidaway's a of the audilor and any change
- - o th iing policies, sxcept \where sequired o nangs i (FRS. GAAP o law.
* Bazalgetie 9553461 England The holding company of Bazalgerte Holdings Limiled. 1t was estabhished (o act as the 0o accounig poleies.except whae equied 5  conseaunce o a énange n IFRS. ot
} Venlures Ltd and Wales vehicle for shareholder loan (unding. + Manner of carrying on business " Entering Inio or materially changing a matanal contract, 10 the extent not contemplatad by (ho anmual
F ~ i Busingss Plan or Budgel.
"Bazalgette 9553394 England The ullimai holding company of the group. 1l was established (o act s the vefucle for . e ; | ) _
Equity Lid H and Wales sharcholder share capital funding, | Substanual alteration in the nalure of the businass or cassation of the husiness. Approval of or making
T il | amendmants to the Projact Licenca. Businass Plan or Budgael. which would result in additional
"Baxelgette | 9698014 England A sister company of Buzaigette Tunnel Limited and financing subsidiary of Bazalgelte | oxpanditura o indohicdness over 5% of RCV.
| Financeplc | and Wales Holdings Limitad. established o be the issuer of public market bonds. It lends on the .

proceeds of any bond lssuance to Bazajgette Tunnel Limited.

Entaring 10t sy guarantes in excess of 5% of RCV,

RELATIONSHIP WITH SHAREHOLDERS

Each shareholder contralling 10 per cent or more of ihe
ardinary shares of Bazalgette Equity Limited and loan noles ot
Bazalgette Ventures Limited is entitled o appoint ons Director
1o the Boards of Bazalgette Equity Limited, Bazalgette Ventures
Limited and Bazalgette Holdings Limited.

Each shareholder controlling 20 per cent or more of the ordinary
shares of Bazalgette Equity Limited and loan notes of Bazalgette
Ventures Limited is entitled to appoint a second Director to the
Boards of Bazalgette Equity Limited, Bazalgette Veniures
Limited and Bazalgette Holdings Limited.

Each shareholder controlling 20 per cent or more of the ordinary
shares of Bazalgette Equity Limited and loan notes of Bazalgette
Ventures Limited is entitled to appoint one Observer to the
Board of Bazalgette Tunnel Limited.

Each shareholder controlling 30 per cent or more of the ordinary
shares of Bazalgatte Equity Limited and foan notes of Bazalgette
Ventures Limited is entitled to appoint a second Cbserver to the

Board of Bazalgetts Tunnal Limited.

The Observers are entitled to attend Board and Commiltee
meetings and o speak wilh the permission of the Chair of the
Board but are not entitled lo volte.

SHAREHOLDER RESERVED MATTERS

There are a limited number of imatters reserved by the Board
for approval by Shareholders, These matters require the
approval of Sharehotders holding either 75 per cent or 90

per cent of Tideway's equity. Each Shareholder has the number
of votes on such matters equal to its shareholding in Bazalgette
Equity Limited.

The Sharsholder reserved matters are described in full. below,
together with a summary of the nature of each matter. Although
these matters are reserved to the Shareholders, the Board
expresses its view before any Shareholder decisions are taken.
The Board retains responsibility for all matters retated to
Tideway's strategy and is accountable for all aspects of
Tideway's business.

In the year, matters reserved to Shareholders arose just once
in the Board's decision-making activities, relating to the
procurement of a new external auditor, to be appointed for the
statutory and regulatory audit and related services for the
Tideway group companies from 2023/24 onward,

The appointrent to the Board or ramoval of an Execulive Director. as recommended by the

! Nonunahon Committee,

The conchict of Itigation and claims involving any Ticleway group company. where Ie potential iability
may exceed 5% of RCV.

Any material submission or application 10 Olwat, whether pursuant to the Licence or otherwise,
Any requast that Givzat refer a matler 10 the Compaition and Markets Autharity.
The subsmission of any materiaf tax claim, disclaime, election or consent.

withdrawal of tothe

Suppart Package.

The replacement of a Main Warks Gontractor, System Integrator o Project Manager dufing the
Gonstruction Period.

The appois of a Tidevay to
to matenal vanations to the scope of the project.
The approval of or entry Into a refated party transachion.

the Liaison Commit

and any vating in rslation

SHAREHOLDER RESERVED MATTERS REQUIRING 90% APPROVAL

Nature of Matter

, Partnorship. olnt vonture
or other agraement

v
Description ]

Entering into any partarship of other profit-sharing agreement in excess of a matariality thrashold.

Articlos and Board composuion

" Achange 16 the articles, acting contrary to the articles o1 a change to the Board composition requirements

in the Sharsholders’ Agreement,

’ Shara cienomination

Any consolictation o1 edenomination of any shares. ~

1chase by any

pu y of any o its sh: ita
o1 any uncalled or unpaid liability in respect thereof, Gapital redemption eserve or Share premium account.

‘Winding-up or liquidation

Any proposal for tha winding-up o higuidation of any Tideway group Company.

‘Control of Bazaigetto Equrty Limitad, I Any Di otering the general policy, scope of actvity and
" Bazeigetts Ventures Linvisd and | opsration ar major decisions of Bazalgatta Equty Linviad, Bazalgette Veniures Lirnited and Bazalgette
Bazeigatts Holdings Limied Holdings Limited.

* Paying up of shara capital or debentures

The paying up of any share Gapilal or dehenturs or dehenture stock ol any Tideway group cormpany by way of
capitalisation or application of any profits ot teserves.

" schemes or and

de-mergers

within the maaning of section 895 of the Companies Act
2006 or any arcangement pursuiant to which a pany is 1o make a d 0 Kind.

described in section 1075 of the Corporation TaxAc 2010,
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Directors’ Report

Strategic Report

Corporate Governance

Financial Statements

The Directors present their Annual Report and the audited
Company financial statements of Bazalgette Tunne! Limited
(the Company) for the year ended 31 March 2023.

The Company is incorporated and domiciled in the United
Kingdom. The registered company number is 09553573
and the Company's registered address is Cottons Centre,
Cottons Lane, London, SE1 20G.

The financial statements are the Company’s statutory financial
statements as required to be delivered to the Registrar of
Companies. This Directors’ report includes certain disclosures
as required under the Companies Act 2006,

OWNERSHIP AND RELATIONSHIP

WITH ASSOCIATED COMPANIES

Bazalgette Tunnel Limited is owned by a consortium of
investors. These mvestors are Dalmore Capital 14 GP Limited.
Auger Bore Invesiments Limited, Allianz Infrastructure
Luxembourg | S.a.rl, Allianz European Infrastructure |
Acquisition Holdings S.a.r., IPP (Bazalgette) Limited and
Bazatgelte (investments) Limited. Further information on our
equity inveslors and their equity mterests as set oul in the
Governance Report.

DIRECTORS
The Directors who held office during the year, and thereafter,
are listed in the Governance Report.

DIRECTORS' INDEMNITIES

Subject to the conditions set out in Section 234 of the
Companies Act 2006, the Company has macie qualifying third
party indemnity provisions for the benefil of its Directors, the
Company Secratary and the General Counsat and these remain
in force at the date of this report. The Company had in place
Directors and Officers Liability insurance for the year.

CORPORATE GOVERNANCE

Full disclosure on the Company’s Corporate Governance
activities is set out in the Governance Report and is
Incorporated by reference into this Directors’ Report.

PRINCIPAL ACTIVITIES

The Company’s business 1s to design. build and maintain the
Thames Tideway Tunnel. A full explanation of the Company’s
principal aclivities is set out in the Sirategic Report.

FINANCIAL RESULTS AND DIVIDENDS

Following the Company's accounting policies (see note 1 to
the financial statements), all costs that meet the capitatisation
criteria are capitalised and all regutatory revenue received is
currently deterred on the Statement of Financial Position.
This accounting treatment is expected to continue throughout
the construction phase of the project.

The Company recorded a £144.6m profit for the year encled 31
March 2023 (31 March 2022, hera aiter referred to as “2022"
£10.9m loss). This is a result oi fair value movements on the
Company's derivative tinancial instruments. The tunnel asset
under construction totalled £4.832.0m at 31 March 2023 (2022:
£4,016.3m).

An explanalion of the financiat results of the Company are set
out in the Financial Performance Review. The Company did not
pay any dividends in the year {2022: £ni). During the year,
£20.8in (2022: £20.7m) of shareholder loan interest was paid andt
£nil loan principal was repaid during the year (2022 £ni). Further
details of the sharehotdler loan notes are set out in note 10 of the
financial statements.

FINANCIAL RISK MANAGEMENT
Full disclosure on the Company’s financial risk management
is set out in the financial statenents in note 11.

INVOLVEMENT OF EMPLOYEES

Details ot how the Company undertakes engagement with its
employees is detailed in the Company and People section of
the Strategic Reporl.

The average number of people employed by the Company
(including Directors) during the year was 106 {2022: 120).
Details refating to the Company's employment policies and
values are set in the Strategic Report.

GREENHOUSE GAS EMISSIONS
The Company's approach to identifying and reducing its
greenhouse gas emissions is set out in the Strategic Report.

CHARITABLE AND POLITICAL DONATIONS
‘The Company made charitable donations lotalling £19,186
during the year (2022: £27.325). Details of the Company’s
charitable partnerships are set out in the Strategic Report.

The Company did not make any political donations or incur
any political expenditure during the year (2022: Snil).

PAYMENT TO SUPPLIERS

Settlement terms are agreed with suppliers as part of

the contract terms and the Company’s policy is to pay in
accordance with these terms. Our Main Works Contractors
originally signed up 10 the Fair Payment Charter which has
since heen superseded by the Prompt Payment Code. most
of our major suppliers are signataries to this. The creditor
days for the year ended 31 March 2023 were approximately
3 days (2022: 11 days).

EVENTS OCCURRING AFTER

THE REPORTING PERIOD

Datails of any events accurring after the reporting date are
included in note 17 of the tinancial statements.

DISCLOSURE OF INFORMATION TO THE AUDITOR
The Directors who held office at the date of approval of this
Directors’ Report confirm that, so far as they are each aware,
there is no relevant audit information of which the Company's
auditor is unaware, Each Director has taken all the steps that
they ought to have taken as a Director to make themselves
aware of any relevant audit information and to establish that
the Company’s auditor is aware of that information,

OTHER INFORMATION

An indication of likely future developments in the business
and particulars of significant events which have occurred
since the end of the financial year have been included in
the Strategic Report.

AUDITORS

The external auditor for the 2023 financial year was KPMG LLP.
The Independent Auditors’ Reporting starling on page 58
sets out the information contained in the financial statements
which has been audiled by the sxlernal auditor. In 2023 the
Board of the parent company undertook an external audit
tender and Pricewaterhouse Coopers LLP was proposed as
the external auditor with the appointment to take effect from,
and including, the 2024 financial year. Accordingly resolution
to appoint PricewaterhouseCoopers LLP as external auditor
from 2024 will be approved following completion of the 2023
financial statements.

STATEMENT OF DIRECTORS' RESPONSIBILITIES
IN RESPECT OF THE ANNUAL REPORT,
STRATEGIC REPORT, THE DIRECTORS’ REPORT
AND THE FINANCIAL STATEMENTS

The Directors are responsible for preparing the Annual Report
and the financiat in with i

* use the going concern basis of accounting untess they either
intend to licuidate the Company or to cease operations or
have no realistic alternative but to do so.

The Directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time
the financial position of the Company and enable them 1o ensure
that its financial stalements comply with the Companies Act
2006. They are responsible for such internat control as they
determine is necessary to enable the preparation of financial
statenients that are free trom material misstatement, whetlier
due to fraud or error, and have general responsibility for taking
such steps as are reasonably open to them to safeguard the
assets of the Company and to prevent and detect fraud and
other ifregularities.

The Directors have decided to prepare voluntarily the Corporate
Governance Statement as if the Company were required to
comply with the Listing Rules of the Financial Conduct Authority
in relation to those matiers.

Under applicable law and regutations, the directors are also
responsible for preparing a Strategic Report and a Director’s
Report that complies with that law and those regulations.

The Directors are responsible for the maintenance and integrity
of the corporate and financial information included on the
Company's website. Legislation in the UK gaverning the

ion and dissaini of financial may differ
from legislation in other jurisdictions.

RESPONSIBILITY STATEMENT OF THE DIRECTORS
IN RESPECT OF THE ANNUAL FINANCIAL REPORT
We confirm that 1o the best of our knowledge:

« the financial statements, prepared in accordance with the

taw and regulations.

Company law requires the Directors 1o prepare financial
statements for each financial year. Under that law they have
efected to prepare the fimancial statements In accordance
with UK-adopted i ing standards and
applicable law,

Under company faw the Directors must not approve the financial
statements unless they are satisfied that they give a true and fair
view of the state of attairs of the Company and of their profit and

sstof tandards, give a true and fair
view of the assets, liabilities, financial position and profit or
10ss of the Company.

the Strategic Report includes a fair review of he devatopment
and performance of the business and the position of the
issuer and the undertakings included in the consolidation
taken as a whole, together with a description of the principle
risks and uncertainties that they face.

The Directors considers the Annual Report and accounts, taken
as a whale, is fair, batanced and understandable and provides the

loss for that period. In preparing these tinancial the
Directors are required 10:

« select suitable accounting policies and then apply them
consistently;

« make judgements and estimates that are reasonable, relevant
and reliable;

« state whether they have been prepared in accordance with
UK-adopted international accounting;

« assess the Company's ability 10 continue as a going concern,
disclosing, as applicable, matters related 1o going concern;
and

for to assess the Company's
position and performance. business mode! and strategy.

On behalf of the Board

Mathew Duncon
Chict Financial Oftices

Coltons Cantrs London Bridgo, London SE1 20G
24 August 2023
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Independent Auditor’s Report

to the members of Bazalgette

Tunnel Limited

[StrategiIRepor)

]

Financial Statements

1. OUR OPINION IS UNMODIFIED

We have audiled the financial statements of Bizalgette Tunnel
Limiited {“the Company”) for the year ended 31 March 2023
which comprise the Incomne Statement, Statement of Other
Comprehensive Inconie, Statement of Financial Position.
Statement of changes in Equity, Gash Flow Statement and
the related notes, including the accounting policiss in nots 1.

in our opinion the financial statements:

* give a true and fair view of the state ot Company’s affairs
as at 31 March 2023 and ot its profit for the year then ended:

« have been properly prepared in accordance with UK-adopted
international accounting standards; and

« have been prepared in accordance with the requirements
of the Companies Act 2006.

Basis for opinion

We our audit in with i
Standards on Auditing (UK) (“ISAs (UK)") and applicable law.
Our responsibilities are described below, We believe that the
audit evidence we have obtained is a sufficiern and appropriate
basis for our opinion.

We have fulfiled our elhical responsibilities under. and we
ramain independent of the Campany in accordance with, UK
sthical requirainents including the FRC Ethical Standard as
applied to publlc interast entities. No non-audit services
prohibited by that standard were provided.

2. KEY AUDIT MATTERS: OUR ASSESSMENT

OF RISKS OF MATERIAL MISSTATEMENT
Key audit maters are those matters thal, in our professional
judgement, were of most significance in the audit of the financial
statements and include the most significant assessed risks of
material misstatement (whether or not due 1o fraud) identified by
us. including those which had the greatest eftect on the overall
audit strategy; the allocation of resources i the audit: and
directing Whe efforts of the engagement team.

We sumimarise below the key audit matter, which is unchanged
from 2022, in arriving at our audit opinion above, together with
our key audit procedures to address this matter. This matter was
addressed, and our results are based on procedures
undertaken, in the context of. and solety for the purpose of, our
audit of the financial statements as a whole. and in forming our
opinion thereon, and consequently are incidental to that opinion,
and we do not provide a separate opinion on this matter.

c and exi of costs
and capital craditors, and any contingent disclosures
arising from contractual mechanisms

Capitatised costs: (F815.7 m: 2022: £785.7 mj

unting potcy;
ancrd disclsures).

Rafer to paga B2 (-
and page 64 {t

THE RISK

. Capital costs

The company incurs significant annual expenditure in
refation to the of the

3. OUR APPLICATION OF MATERIALITY AND AN
OVERVIEW OF THE SCOPE OF OUR AUDIT

Materiality for the financial stateinents as a whole was set

at £16.3m (2022: £10.9m), determined with reference to a

benchmark of total assets, of which it represents 2%

(2022: 1.4%). The benchmark has not changed from prior year.

‘Total expenditure continues 1o be the relevant benchmark

given it indicates (he activity in the period.

In line with our audit methodology, our procedures on
individual account halances and disclosures were performed
to alower threshold, performance materiality. so as to reciuce
to an acceptable level the risk that individually immaterial

asset. Due to their materiality in the context of the financial
stalements as a whole, they are considered to ba the areas
which have the greatest effect on our overall audit strategy
and aflocatlon of resources in planning and completing

our audit,

. Asthe project is now nearer to completion there

* is additional judgement required by management over
whether any pain / gain mechanism requira accounting
entrles or disclosure In refation to future costs and

| potential contingent asset o liabilities.

OUR RESPONSE

| Our procedures included:

Control design: Testing contrals over the payment/ cost
. verification process which includes observing that for a

. sample of payments they were agreed to certificates, the
¢ amounts matched the invoices recsived and payments
by the Company were authorised.

Test of detail: Inspecting a sample of invoices recaivad
! before and subsequent to the year end to consider the
timing of work performed and therefore whether costs

i and creditors have been recorded in the correct year.

Test of detail: For a sample of amounts capitalised in
the year, inspecting the related invoices to assess that
tha amount had been incurred.

of Majar Project
Advisory (MPA) specialists to review contract positions
and the Estimate at Complation (EAC), assess whether
compensation events should be included as part of
Defined cost, and review the independent Project
Manager’s assessment of these claims, pain / gain

i and costs for

0 : Evaluated the accuracy
1 and relevant of disclosures with particular regard to
¢ EAC and any contingent asset / liabilities.

| P

in individual account balances add up 1o a
matertal amount across the financial statements as a whole.
Performance maleriality was set at 75% (2022: 75%) of
materiality for the financial statements as a whole. which
equates 1o £12.2m (2022: £8.1811). We applied this percentage
in our ination of iality because we
did not identify any factors indicating an elevated level of risk.

We agreed to report 1o the Audit Committee any uncorrected
identified imisstatements excesding £0.8im {2022: £0.55m),

in addition to other identified misstatements that warranted
reporting on qualitative grounds.

Our audht of the Company was undertaken to the materiality
tevel specilied above and was performed by a single audit team.

TOTAL
EXPENDITURE
£815.7m

(2022: £785.7m)

MATERIALITY 4
£16.3m (2022: £10.9m)

: £16.3m (2022: £10.9m)

Whole financial statements materiality

I

£0.8m
i reported

1o the audit commitiee
{2022: £0.55m)

t
£12.2m

reported
to the audit committee
{2022: £8.18m)

. Total assets D Materiality
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Independent Auditor’s Report
to the members of Bazalgette Tunnel Limited

StrategicReport l ( Corporate ,Governance;

Financial Statements

4. GOING CONCERN

The directors have prepared the financial stalements on

the going concern basis as they do not intend 10 liquidale
the Company or to cease ils operations, and as they have
concluded that the Company’s financial position means that
this is realistic. They have also concludad that there are no
material uncertainties that could have cast significant doubt
over its abilily 1o continue as a going concern for al least a

Our conclusions based on this woik:

* we consider that the directors’ use of the going concern
basis of accounting in the preparation of the financial
statements is appropriate,

* ive have not identified. and concur with the directors’

assessment that there is not, a material uncertainty related
to events or i that, indivi or ively, may

year from the date of approval of the financial
(“the going concern period”™).

We used our knowledge of the Company, its industry, and
the general economic environment to identify the inherent
risks to its business model and analysed how those risks
might affect the Company's financial resources or abllity
10 continue operations over the going concern period.
The risks that we considered most likely to adversely
affect the Company's avaitable financial resources and/or
metrics relevant 1o debt covenants over this period were:

* Adequacy of funding available to the Coinpany
including its ability to generate liquid funds to honour
its i under its lending with
reference to management's budgets / forecast; and

+ Significant cost overruns to estimate lo complete the
project that reduces the returns generated from the asset.

‘We considered whether these risks could plausibly affect the
liquidity or covenant compliance in the going concern period
by comparing severe, but plausible downside scenarios that
could arise from these risks individually and collectively
against the level of available financial resources and
covenants indicated by the Company's financial forecasts.

« We considered whether the going concern disclosure
innote 1 to the financial statements gives a full and
accurate description of the directors' assessment of
going concern, including the identified risks and related
sensitivities. We assessed the completeness of the going
concern disclosure.

cast si doubt on the Company's ability to continue
as a going concern for the going concern period: and

* we have nothing materal to add or draw atlention to in
relation 1o the diractors’ statement n note 1 16 the inancial
statements on the use of the going concern basis of

ing wilh no matenal i that may cast
significant doubt over the Company’s use of that basis for
the going concern period, and we found the going concern
disclosure in note 110 be acceptable.

Howaver, as we cannot predict all futurs events or

We communicated identified fraud risks throughout the audit

Secondly, the Company is subject to many other laws and

team and remained aler! (o any i of fraud
the audit.

As required by auditing standards, we perform procadures
to address the risk of iranagement override of controls, in
particular the risk that Company management may be in a
position to make inappropriate accounting entries and the
risk of bias in accountir g estimates and judgements such

asi ions and ition of any

pain / gain share.

* We performed procedures including:

« Identifying journal eniries 1o test based on risk criteria and
comparing the identified entries to supporting documentation.
These included those posted by senior finance management
and those posted to unusual accounts.

* Assessing significant accounting estimates for bias.

and as subsequent events may result in outcomes that are
inconsistent with j that were at the time
they were made, the above conctusions are not a guarantee
that the Company will continue in operation.

5. FRAUD AND BREACHES OF LAWS AND
REGULATIONS - ABILITY TO DETECT
Identifying and responding to risks of material
misstatement due to fraud
To identify risks of material misstatement due to fraud (“fraud
risks") we assessed events or conditions that could indicate an
incentive or prassure to commit fraud or provide an opporiunity
te cominit fraud. Our risk assessment procedures inclucled:

« Enquiring of directors and inspection of palicy dacumentation
as to the Company's high-level policies and procedures to
prevent and detect fraud, including the internal audit function,
and the Company's channel for “whistleblowing”. as well as
whether they have knowledge of any actual, suspected or
allged fraud.

Reading Board minutes and Audit and Finance
Committee minutes.

Considering remuneration incentive schemes and
performance targets for management.

g and ing to risks of material
due to i with laws
and regulations
We identified areas of laws and regulations that could
reasonably he expected to have a material effect on the financial
from ouwr general ial and sector i
and through discussion with the directors and other

where the of iance could
have a material effect on amounts or disclosures in the financial
statements, for instance through the imposition of fines or
litigation or the loss of the Company’s licence 1o operate.
We idenlified the lollowing areas as those most likely 10 have
such an effect: with Ofwal regulatory legi
environmental legislation, heaith and safety. data protection
taws, anli-bribery, employment law, regutatory capital and
tiquidity, and certain aspecis of company legistation recognising
the financial and regulated nature of the Company's activities
and its legal form. Auditing standards limit the required audit
procedures to identify non-compliance with these laws and
regulations to enquiry of the directors and other management
and i of regulatory and legal it any.
Therefore, if a breach of operalional regulations is not disclosed
10 us or evident from refevant correspondence, an audit will not
detact that breach.

Context of the ability of the audit to detect fraud
or breaches of law or regulation
Owing to the inherent limitalions of an audi, there is an
unavoidable risk that we may not have delected soms material
misstatements in the financial statements, even though we have
properly planned and performed our audit in accordance with
auditing standards. For example, the further removed non-

i with taws and i is from the events and

management (as required by auditing and
with the directors and other management the policies and
regarding fiance with laws and

We communicaled identified laws and ragulations throughout
our team and remained aler! to any indications of non-
compliance throughout the audit.

The potential effect of these laws and regutations on the
iinancial statements varies considerably.

transactions reflected in the financial statements. the less likely
the inherently limited procedures required by auditing standards
would identify it.

In addition, as with any audit, there remained a higher risk of
non-detection of fraud, as these may involve collusion, forgery,
i i i i or the override of
internal controls. Our audit procedures are designed to detect
material mi We are not ible for

tly, the Cormpany is subject to laws and ions that
directly affect the financial statements including financial
raporting legistation (including related companies legistation),
i profits ion, taxation legislation, and we
assessed the extent of compliance with these laws and
regulations as part of our procedures on th related financial
statemant items,

or Iraud and cannot be expected to datect
non-compliance with all laws and regulations.
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Independent Auditor’s Report
to the members of Bazalgette Tunnel Limited

Strategic Report: J Corporate, Governance;

Financial Statements

6. WE HAVE NOTHING TO REPORT ON THE
OTHER INFORMATION IN THE ANNUAL
REPORT

The directors are responsible for the other information

presented in the Annual Report together with the financial

statements. Our opinion on the financial stalements does not
cover the other information and, accordingly. we do not express
an audit opinion or, except as explicily stated below. any form
of assurance conclusion thereon.

Our responsibility is to read the other information and, in daing
so. consider whether, based on our financial statements audit
work, the information therein is materially misstated or
inconsistent with the financial statements or our audit
knowledge. Based solely on that work we have not identified
material misstatements in the other information.

Strategic report and directors’ report
Based solely on our work on the other information:

+ we have not identified material misstatements in the strategic
report and the directars’ report;

« in our opinion the information given in those reports for the
financial year is consistent with the financial statements; and

« in our opinion thosa reports have been prepared in
accordance with the Companies Act 2006.

Directors' remuneration report

In addilion to our audit of the financial statements, the directors
have engaged us to audit the information in the Directors
Remuneration Report thal is described as having been audited,
which the directors have decided lo prepare as if the Company
were required 1o comply with the requirements of Schule 8 to
The Large and Medium-sized Companies and Groups (accounts
and Reports} regulations 2008 (S| 2008 No.410) made under the
Companies Act 2006.

in our opinion the part of the Directors' Remuneration Report to
be audited has been properly prepared in accordance with the
Companies Act 2006.

Disclosures of emerging and principal risks

and longer-term viability

We are required to perform proceduraes to identify whether
there is a malerial inconsistency belween the directors'
disclosures in respect of emerging and principal risks and
the viability statement, and the financial statements and
our audil knowledge.

Based on those procedures, we have nothing material
10 add or draw attention to in relation to:

« the directors’ confirmation within the long-term viability
statement on page 35 that they have canied out a robust
assessment of the emerging and principal risks tacing the
Company. including those that wouldl threaten its business
modet, future performance, solvency and liquidity;

« Ihe principal Risk disclosures describing thess risks and
how emerging risks are identified, and explaining how they
are being managed and mitigaled; and

« the directors' explanation in the long term viability stateinen}
of how they have assessed the prospects of the Company,
over what period they have done so and why they considered
that period to be appropriate, and their statement as to
whether they have a reasonable expectation that the
Company will be able to continue in operation and meet its
liabilities as they fall due over the period of their assessment,
including any related disclosures drawing attention to any
necessary qualilications or assumptions.

Our work is limited to assessing these matters in the context
of anly the knowladge acquired during our financial statements
audit. As we cannot predict afl future events or conditions

and as subsequent events Inay result in outcomes that are

i it with that were at the

fime they were made, the absence of anything to report

on these statemnents is not a guarantee as to the Company’s
longer-term viability.

Corporate governance disclosures
We are required to periorm procedures 1o identify wheiher there
is a material inconsistency between lhe directors’ corporate

i and the financial and

our audit knowledge.

Based on those procedures. we have concluded that each
of the following s materially consistent with the financial
statements and our audit knowledge:

= the directors’ statement that thay consider that the annuat
report and financial statements taken as a whole is tair,
batanced and understandable, and provides the infarmation
necessary tor shareholders to assess the Company’s position
and performance, business model and strategy;

* the section of the annuat report describing the work of the
Audit Commitiee, including the significant issues that the
audil committee considered in relation 1o the financial
statements, and how these issues were addressed; and

* the section of the annual report that describes the review of

8. RESPECTIVE RESPONSIBILITIES

Directors’ responsibilities

As explained more fully in their slatement set out on page 64,
the directors are responsible for: the preparation of the financial
statements including being satisfied 1hat they give a true and
fair view; such internal control as they determine is necessary
10 enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error;
assessing the Company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern; and
using the going concern basis of accounting untess they either
intend to liquidate the Company or to cease operalions, or

have no realistic alternative bul to do so.

Auditor’s responsibilities

Our objeclives are to obtain about
whether the (inancial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue our opinion in an auditor's report. Reasonable assurance
is a high level of assurance bul does not guarantee that an audit

the effectiveness ot the Company'’s risk and
internal control systems.

7. WE HAVE NOTHING TO REPORT ON THE
OTHER MATTERS ON WHICH WE ARE
REQUIRED TO REPORT BY EXCEPTION

Under the Companies Act 2006, we are required to report

10 you if, in our opini

« adequate accounting records have not been kept, or returns
adequate for our audit have not been received from branches
not vislted by us; or

the financial statements are not in agreement wilh the
accounting records and returns; or

« certain disclosures of directors’ remuneration specified
by law are not made: or

« we have not received all the information and explanations
we requira for our audit.

We have nothing to report in these respects.

in with ISAs (UK} will always detect a
material when it exists. Mi can arise
from fraud or ercor and are considered material i, individually or
in aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of the
financial statements.

Afuller description of our responsibilities is provided on the
FRC's website al www,frc.org.uk/auditorsresponsibilities.

9. THE PURPOSE OF OUR AUDIT WORK AND TO
WHOM WE OWE OUR RESPONSIBILITIES
This report is made solely to the Company’s members, as a
body, in accordance with Chapter 3 ot Part 16 of the Companies
Act 2008. Our audit work has been undertaken so that we might
state to the Company's members those imatters we are required
to state to them in an auditor's report and for no other purpose.
Yo the fullest extent permittad by law, we do not accept or
assume responsibility to anyone other than the Cotnpany and
the Company’s members, as a bady, for our audit work, for this
repprt, or for the opinions we have formed.

oy
14

Aana Jones
Senior Statutary Auditor

For ano on bohal of KPMG LLP,
Statutory Auditor Churtorod Accountants, London.
26 August 2023
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COMPANY INCOME STATEMENT
For the year ended 31 March 2023

COMPANY STATEMENT OF FINANCIAL POSITION
As at 31 March 2023

COMPANY STATEMENT OF CHANGES IN EQUITY

COMPANY CASH FLOW STATEMENT

For the year ended 31 March 2023

TUTUTTTT T TRew T Taom T TR s TNote T Tdoad T Taeze) [ T T T T T T T g Reteined Total - i Note | zﬁ:’T - ~~"z'n'z"‘
R ... 3 &m i o ; £m | copital - earnings ; ! em |l £m
I Not operating costs 2.3 - Non-current assots ] £m £m Cash flows from oporating
- f — oot 2
; Operating result i - - | Property, plant and oguipmant 5 48338 4.020.1 Balanca at 1 April 2023 5097 3.0} 4267 "‘::I"‘J':" before warking R B
1
’L Net finance income/(costs) el 144.6 10.9) ) Trade and ofher recevables 7 28.2 54,1 Loss for the year H - (10.9) 10.9) . 1
. i
[ pront/flase) betore tax 144.6 (10.9) | Derivativa financial insiruments 1 507 . Othar comprohansive income | - - - andotherreceivables ! 14 59 nos)
e — 5 N N P 40745 ["Yotat comprahansive {DecreeseMncraase In :
| income for the year ! - 10.9) (10.9) | trade and other payables ! 9 145.5) 81
[Frofitzioss for thayear | J wasl  gom]  curentassols From -~ = S :
[otal creass in advanca
| Trade and other recsivables 4 825 48.2 | and distributions to owners | - - - | payment liablity i 9 867 729
COMPANY STATEMENT Cash and cash equivalents 3 1075 3357 | Balanceatd) March2022 | 5007 ©39) 458 | Cashflows trom oparations | 353 705
OF OTHER COMPREHENSIVE INCOME | Short-torm deposits 8 220.0 125.0 tcash flows '
For the year ended 31 March 2023 - s - a L5 o wetutio. . 53 08
i 4100 5269 | Balanca et 1 April 2022 ! 5097 839) 4158 peretind . -
s tlows used
Total aesots 55207 46014 | Prof for tho yeur i 1445 1146 Finussting actiilies
o ; Curront liobilities | Other comprahansive income ! - - - ot t
Protil/e for ths year 1448 10.9) N ' e
ot loss)for the » ! {Trads and ofher payables Y i7e) (463 Totst compranensive | inteastructure sssol : 6 son g
Othar comprehensive i - e |
! income. im“m year _ . 1 Lasse Linbiities 1 0 21  Income for the year 1446 1446 Jranstor to short-tarm dpasits 8 175.0) (30.0)
— — : 1 e e Total contributions by and [ omyy——
[::: ’::r[v::;:} '-;r: :: yoor P ——— S ewners - - - } Invosting activities 1582.7) 873.7)
-cu [Betance sio
attributable 1o owners — Belance ot 31 March2028 | 5087 | 507)  5604]  Gasnilows trom financing
of the parent I A {10.9) Advance payment lisbility 9 378.0) 2919 ctivitios
PSS j Py Gy s 11 12t wn ol put o these Raancd sttt {———— prows pre,
Notes 110 17 forns an miegral part o thss franci siolamans. F - ;
. Borrowings | 0 14,229.2) 3.596.8) TLease tiability payments ! 2.0) @
 Darivativa financial instrumnts 1 - 193.9) §Nn' cash flows from 1
s popanios i . oy ) L finoncing activitios ; ana2 6057
Not {docreasa)fincroaso t
i : (4,645.2)  (4.037.2) cash and cash equivatents |
“Yotal liabllities (4.763.3)  (4,185.6) during the year" ! 226.2) 25
" Netassats . 560.4 415.8 Cash and cash equwalents |
E at the start of the year . 8 3337 3.2
Quity
! T Cash and cash equivalents
Share capital i 2 508.7 509.7 at the end of the year 8 107.5 3337
Retalnad sarnings | 2 50.7 (93.9)
£44.7m
[ rotat equity I I | (202225, o
Mol 1 17 toets an il ot of tvis eancat staremonis, D T L e ——
actors

on 24 August 2073 ars wor signest 00 i, b3t 1 by

b

M Duncan
Director
Comp3ny regusicad miniber: 09563573
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1 SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

Bazalgette Tunnel Limited (the “Company”) is a private
company incarporated, domiciled and registered in England,
UK. The registered number is 09553573 and the registered
office address is 6th Floor, Cotton Centre Cottons Centre,
Cotlons Lane, London SE1 2QG.

The Company financial statements have been prepared and
approved by the Directors in accordance with UK-adopted
i {1AS) in ity with the
of the C Act 2006 (“UK-Adopled IFRS”).
The financial statements are prepared in accordance with the
historical cost accounting convention except where IFRS require

The icability of both IFRS 16 ' whether an
arrangement contains a lease’ and IFRIC 12 ‘service concession
* were It was that the

tunnel arrangements were outsid the scope of FRIC 12 and as
the Cornpany controls the asset the arrangements fall within the
scope of IFRS 16. Consequently, the accounting palicies applied
to these financial statements reflect this arrangement.

The Directors consider the assumptions or other soures of
uncerlainty with a risk of material adjustment to the carrying
amounts i the next year are as foliows:

Capitalised costs/creditors

The Company has a substantial capital programme and

therefore incurs significant annual expenditure in relation 1o
the ion of the Thames Tideway Tunnel asset. All costs

an alteralive treatment. Where items are
by virtue of their size or nature, they are disclosed separately in
the financial statements in order to aid the reader’s
understanding of the Conpany’s financial position.

The accounting policies set out below have been applied
consistently 1o all periods presented in these company
financiat slatements.

The financial statements are prasented In Pounds Sterling.

Judgements and estimates

In the process of applying the Company’s accounting policies,
the Directors are required to make certain judgements,
estimates and assumptions that it believes are reasonable
based on the information avallabte. Judgenents about how
the Company has applied an accounting policy coutd have a
significant effect on amounts recognised in the financial
statements. Assumptions or other sources of estimation
uncertainty {including judgements about estimations) have

a significant risk of a material adjustment to carrying values in
the next financiat year.

The directors consider the significant judgements made in
the application of these accounting policies to be as follows:

Accounting for the Thames Tideway Tunnel

as afinance lease

The judgement to account for the Thames Tideway Tunnel as.

a finance lease means that during the construction perod of

the project, the tunnel is accounted for as an assel under
with on the asset n the

Statement of Financial Posilion. Following Systems Acceptance,
which is when Thames Water accapl the tunnet asset, the assel
under construction will be de-recognised and a finance lease
receivable will be recognised by lhe Company. In delermining
the appropriate accounting treatment one of the key questions
was establishing which party has control over the asset.

incurced are capitahsed as assets under ion, this

Consequently, the Diractors are satisfied that the Company wifl
have sufficient funds to continue to meet its liabilities as they fall
due for at least 12 months from the date of approval of the
financial statements and therefore have prepared the financial
statements on a going concern basis.

Property, plant and equipment

Proparty, plant and equipment comprises assets under the
course of conslruction and right-of-use assets.

Assets under Construction -

Recognition and measurement

Additions to assets under construction represent

the capitalised costs of project expenditure by the Company.

The construction phase of the Thames Tideway Tunnel project

includes assessment of any panv/gain and/or compensation
events accrued under the contract. Due to the significance of
these costs and their materiality in tha context of the financiat
statements, fhe directors need lo ensure their complateness.
existence and validily is appropriately monitored, controlled
and recorded.

Going concern

After ing th t financial and facilities
available, and through modelling plausible and severe
sensitivitles, the Directors of the Company are satisfied that the
Company has suificient resources for its operational needs and

in 2015 and is expected to be completed at System
Acceptance (refer to key project dates as oulfined in the
Strategy report). During he construction phase of the project,
which is directly atti to bringing the Thames
Tideway Tunnel asset Into its working condition for its ntended
use will be capitalised within assets under construction.
The directors consider that the Company is constructing one
asset, that being the Thames Tideway Tunnel. and do not
consider there 10 be other individual assets under construction.

The directors consider all expenditure in the year ended
31 March 2023 to have met the capitalisation criteria.

Assets under construction are measured at cost less any

will remain in compliance with relevant financing for
at least the nex! 12 months from the date of approving these
financial statements. Further 10 this, the Directors have
assessed the Company's viability over the period to 2030 within
the Long-Term Viability Statement section of this Annual Repart.

Caslh flow forecasts modelled included current, plausible
downslde and severe downside cost scenarios. The current
scenario is consistent with our estimate at completion (EAC) of
£4.50n. For our plausible downside scenario, we rodelled a
15% increase in the ramaining costs to complete, taking the
total 1o £4.6bn. We consider @ severe downside case to be a
20% increase in the remaining costs to complete, which equates
10 a total cost of £4.6bn. Under the current, plausible and severe
downside scenarios the group continues to have sufficient
liquidity and is in compliance with covenants throughout the
guing concern period.

At 31 March 2023, the Company had total liquidity of £549m,

ising £323m of cash and sh
the £160m undrawn RCF and £66im of deterred bonds, This,
combined with expected revenue collections, provides liquidity
significantly in excess of our 18-month target, including all
liquidity required to the project handover.

deposits, -

losses,

Land and property acquired for the Thames Tideway Tunnel
project by Thames Water is not included in the Statement of
Financial Position because the economic benefit o such assets
is retained by Thames Water.

Assets under Construction - Depreciation
Assets under construction are not depreciated.

Lease accounting - Lessee

Right-of-use assets and lease liability -

Recognition and measurement

The Company assesses whether its leases are within scope
of IFRS 16 using the single recognition model for lessees and
appties practical expediants available under the standard.

#f the Company concludes that a lease is within scope and not
excluded via practical expedients, the Coinpany recognises a
right-of-use (ROU) asset and a lease liability at lease
commencement date.

The ROU assel is initially measured at cost and subsequently
depreciated over the lease term. The lease liabilily is measured
at (he present value of the outstanding tease payments at
connencement date, discounted using either the implicit
interest rate In the lease or the Company’s incremental
borrowing rate if the interast rate cannot be easily determined
from the lease.

The Company applies the following practical
expedients under IFRS 16:

» The same discount rate to all property leases as they share
similar characteristics. The Company used an incrermental
borrowing rate of 2.375% at transition to IFRS 16;

+ Excludes short-term leases wih lease terms of less than
12 months;

* Excludes leases of identifiable low-value assels from
consideration: and

+ The Company separated non-lease components being
services charges from lease components (l.e. rental
charges) for property leases.

Right-of-use assets ~

Depreciation and interest costs on lease liability

The ROU assets recognised on transition to IFRS 16, being
the Company's existing property leases at 1 Aprit 2019,
continue to be depreciated over the remaining lease terms.

The Company continues 10 incur interest costs calculated
periodically an the outstanding lease habilities on these
property leases.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of qualitying assets are added to the
cost of those assets, until such time that those assets are ready
for their intended use. A qualifying assst is defined as an asset
that necessarily takes a substantial period of time to get ready
forits intended use or sate. A substantial period of time is.
interpreted as being greater than one year.
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Impairment

The directors consider assets under construction to consist of a
single asset, the Thames Tideway Tunnel. As such, impairment
is considiered in the context of the whole asset under
construction as opposed (o review of individual componants.
The financial stateinents are presented in Pound Sterling.

The carrying value of the Company's asset under construction
is reviewed at each reporting date to determine whether there
is objective evidence the asset is impaired by reference to its
recoverable amount. The recoverable amount of the asset is
deemed 10 be the Company’s RCV and the regulated return
that is generated from that.

For non-financial assets. the Company reviews the individual
carrying amount of those assets to determine whether there
is any indication of impairment in those assets. If any such
impairment exists, the recoverable amount of the asset

is calculated in order to determine the extent of any
impairment loss.

Financial assets under IFRS 9 are assessed under the
forward looking "expscted loss model' at each reporting
date to ine whether there are impai losses.

Any impairment losses are recognised in the Income Statement.

Revenue

The Company's billable revenue for each financial year is
determined by arrangements set out in its licence granted by
Ofwat. During the construction period of the Thames Tideway
Tunnel the primary component of billable revenue 1s the
regulated return on the Company's RCV. The Company's
Allowed Revenue is nolified to Thames Waler, which bills and
collects this revenue from its wastewater customers and passes
this through to the Company. Through the construction period,
billed revenue is deferred as the services associated with this
revenua have not satisfied all the conditions of the five-step
revenue recognition model under IFRS 15. Therefore, revenue
will be recognised at the point that all conditions are salisfied
which will nol be until System Acceptance. Revenue is accrued
in the period it has been eared. if il has not been invoiced by
the Company to Thames Water. Revenues that have been
invoiced and collected from Thames Waler are treated as an
advance payment liability.

Invoiced revenues reflect the actual cash collected by Thames
Water from its custorners.

Employee benefits
Defined contribution pension plans

A deferved tax asset is recognised only to the extent that it is
probable that future taxable prolits will be available against

A defined pension
benefit plan under which the Company pays fixed contributions
into a separate entity and will have no legal or constructive

Borrowings
Borrowings are recognised initially at fair value less atributable
planisa: ion Costs. to initiat itic i which the Pt

are stated at amortised cost. Any difference between the

proceeds received (net of transaction costs) and the redemption

okligation to pay further amounts. Obligations for
to defined contribution pension plans ara recognised in the
period during which services are rendered by employess.

Other employee benefits

Other short and long-term employee benefits are measured on
an undiscounted basis and are recognised over the period in
which they accrue.

Provisions

A provision is recognised in the Statement of Financial Position
when the Company has a present legal or contractual obligation
as aresult of a past event that can be reliably measured and it is
probable that an outtlow of economic benefits will be required to
seitle the obligation. Any provisions recagnised by the Company
are recorded at management's best estimate of the
consideration required to settie the obligation at the Statement
of Financial Position date.

Financial instruments
The Cornpany determines the classificalion of financial

atinitiat and I this
designation at each financial year end. The initial and
of financial i depends

on their classification as follows:

Trade and other receivables

Trade and other that do not have a si

financing component are classified as amartised cost under
IFRS 9 initially recognised at their transaction price, rather than
at “air value. 10 initial ition they are J
al amortised cost and any expecled credit loss impairments or
reversals are recognised through profit or loss.

Trade and other payabtes

Trede and other payables are recognised inilially at fair vafue.
10 initial ition they are d al

amortised cost.

Cash and cash equivalents

Cash and cash squivalents comprise cash at bank and in hand
batances and deposits with a maturity at acquisition of three
menths or less. Cash equivalents are readily convertible to a
known amount of cash and subject to an insignificant risk of
change in value.

Short-term cash deposits disclosed in the Statement of
Financial Position comprise cash deposited with a maturity of
greater than three months on acquisition, a fixed interest rate
and which do not constitute cash equivalents under 1AS 7
“Statement of cash flows'.

vatue is in the Income Statement over the period of
the borrowings using the etfective interest method.

Derivative financial instruments

The Company has entered into index-iinked swaps o manage
its exposure lo inllation linked rate risk. Derivatives are inilially
recognised at fair value at the date a derivative contract is
entered into and are subsequently remeasured to their fair value
at the Statement of Financiat Position date. The resulting gain or
toss is recognised immediately in the Income Statement unless
the derivative is designated and effective as a hedging
instrument, in which event the timing of the recognition in the
Income Stateinent depends on the nature of the hedge
relationship. The Company has not designated any derivatives
within hedging relationships and therefore has not applied
hedge accounting.

A derivative with a positive fair value is recognised as a financial
asset wheraas a derivative with a negative fair value is
racognised as a financial liability. A derivative is prosented

as a non-current asset or non-current liability if the remaining
maturity of the instrument is more than 12 months and itis not
expected lo he reafised or settled within 12 months.

In addition, fair value measurements are categorised into Level
1.2 or 3 based on the degree to which the inputs to the fair
value are and the signifi f
the inputs to the fair value measurement in its entirety.

Further details of the dervative financial instruments fair values,
valuation technigue and fair value hierarchy level ara disclosed
In note 11.

Taxation

Tax on the profit o loss for the year comprises current and
deferred tax. Tax is recognised in the Income Slatement except
to the extent thal it refates to items recognised directly in equity
or in other comprehensive income.

Current 1ax is the expected tax payable or receivable on Ihe
taxable income or loss for the year, using tax rates enacted or
substantively enacted at the Statement of Financial Position date,
and any adjustment to lax payable in respect of previous years.

Deferred tax is provided on temporary difterences between the
carrying smounts of assets and Habilities for financial reporting
purposes and the amounts used for taxation purposes. Deferred
tax is measured at the tax rales that are expected to be applisd
to temporary differences when they reverse using tax rates
enacted or substantively enacted at the reporting date.

can be utilised. Deferred tax
assets and liabilities are disclosed net to the extent that they
relate to taxes levied by the same tax authority and the
Company has the right of set off.

New accounting standards and future changes
The Company has adopted the following accounting standard
amendment during the financial year;

» Amendments 10 IAS 37- Onerous contracts
(Cost of fulfilling a contract).

The above amendiment did not have any malerial eftect
on the Company at adoption.

At the date of authorisation of ihese financial statements, there
were certain new or revised IFRS's that will be applicable in
future years, but the Company does not expect any material
impact on the Company’s Financial Statements at future
adoption. These new or revised IFRS's are noed below:

« Amendments (0 1AS 12 - Deferred tax related to Assets and
Liabilities arising from a single transaction;

Amendments 10 1AS 8 - Accounting poticies, changes in
accounting estimales and errors: Definition;

. ©IAS 1 - of Financial
and IFRS Practice Statement 2 making materiality
judgements;

* Amendments to IAS 1 - Clas:
or Non-current; and

ication of Liabilities as Current

* FRS 17 Insurance Conlracts.
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2 AUDITOR’S REMUNERATION

4 FINANCE INCOME AND COSTS

Factors affecting future tax charge:
The UK corporation tax rate will increase from 19% to 25%

7 TRADE AND OTHER RECEIVABLES

2023 2022 Ty 2023 2022 " [~ ) -
£000 ,mo] r tm m|  effective from 1 April 2023 as the UK government's Finance Bill |
— %Kmm po— 2021 was enacted on 24 May 2021, This future increase in the v X
JAudit sorvican ® UK ion tax rate has been reflected in the value of Trado recaivablos,
‘Statutory audit ~ company 266 102 ! Interest income m.a 0.8) unrecognised deferred tax assets. Intra-graup loans recaivable (see note 15)
Audit related assurance services Finance costs Accrued income 225 170
Regulatory audit ssrvices provided Iniorost axpensa on borrowngs 3641 1974 6 PROPERTY, PLANT AND EQUIPMENT . Other receivables 25 95
by the statutory audrtor 2 2 Tloterest cxpe 01 01 Property, plant and equipment comprised the following Prepayments BT o
Othor non-audit servicos T oo S 7o a3} March2023: Yo 026
Othar regulatory assurance servicas X 22 4 A - - - e e s fo e e e PR
T =T ] Financial at tair vatue trough profit or loss: [- igh-atiss™ Rosstimaer  Tat| [Nomcurrent ] |
i L = lndax knked swaps 44.6) w0} assots (ROU) * construction | tm | [Gunant assets 17 es|  ase]
d £m £m |
All of these fees has been capltalised in both financial years. i Cﬂﬂ':""d" ""wl- 'ﬂl{""“"ﬂ expanse into ose . ‘c
asset under constiuction : 1198 t .
 ass 3 () os! Accrued income of £22.5m (2022: £17.0m) relates to
3 EMPLOYEE COSTS [Metfinance fincomelrsosts T vaae [ 108]  TAC Apri2022 97 10163 40260 jve revenue earned on the project to date that has
The average number of persons employed by the Company i s o Additions - B15.7 8157 not been invoiced lo Thames Water as at the Statement of
s g 1 tctles acruton st o ke bikid bonmng, of 2279 9 o1 besn hvore ; .
(including directors) during the year was 106 (2022: 120). Tl 13m0 M 2023 1025 1610, Balance at Financial Position date. Prepayments include £14.7m (2022:
! 31 March 2023 9.7 48320 4807 £17.0m) in relation to the Government Support Package and
The aggregate employment costs of these persons . 5 TAXATION Ateumiated depresiaton £5.5m (2022: £5.9m) in relation to insurance contracts and
were as follows: . - . . £16.9m (2022 £18.1m) financing related costs.
: 2023 2022 ] AL1 April 2022 .9 - 5.9y
- . N o m} Non-current assels represent £0.1m (2022 £21.2m)
2023 2022) | (2.0) - (2:0) N b
P Tl o curonttex - - group loans and £20.1m (2022: £33.2m) of
- 4 Totaleu Balance at prepayments at 31 March 2023, The table below analyses
nges and salaries : n2 185 [Totel Income Statement tax expense | -1 -] 31March20z3 79 - 9 the Company's non-current assets at 31 March 2023 inlo
Farmination beneflts 0.7 0.3 Net book valus i recovery maturily groupings based on the remaining
(o——— Py 7 The Company's affective tax rate for the year ended 31 March o131 March 2023 i 18 483201 48388)  oioicun to their expected future fully recovered date
. : 2023 is 0% (2022: 0%) which is 19% lower than (2022: 19% Nat book velus 1 at the Statement of Financial position date.
Contributions to defind contribution lower than) the standard rate of corporation 1ax in the UK due at31 March 2022 i 3.8 4016.3]) 40204 —— e - B
Pansion plan Ll %5 (o the items shown below. 2023 2022
Capitalisad into asset under construction (14.4) (6.0 £m £m |

Director's remuneration is disclosact within the Remuneration
Report section of this Annual report.

“The Company operales a single defined contribution pension
plan which is open to all employees of the Company.

Asset Under Construction

During the construction phase of the project which
in 2015 and which will be

all it which is direclly atinbutable to bringing the

of Effective Tax Rate
TUTTOTT T T T
em em
Profit/floss) befora tax 144.6 (10.9)
Expecied tax cradit/icharge) using UK
. corporation tox rata of 19% (2022: 19%) @5 24
1 Noms not taxable’ 275 @n

Total income Statement tax expense i T

o b ki WINCH e R o SO 10X LU BT Tk IXAROSHE
Unrecognised Deferred Tax Assets

As al the Statemant of Financial Position date, unrecognised
defeired 1ax assets of £212.4m (2022: £160.0m) have been
calculated with regards to the Company's tax position based on
the future tax rate of 25%. These deferred tax assets have not
been recognised due (o uncertainty around the timing of the
recoverability of these against future taxable prolits. Deferred
1ax is measuredl at lhe tax rates that are expected (o be applied
to lemporary ditlerences when they reverse using lax rates
enacted or substantively enacted at the reporting date.

Thames Tideway Tunnel asset into its working condition for its
intended use will be capitalised. All expenditure, excluding lair
valiie movements in the Incame Staternent. is considerad to
have met this requirement in the year ended 31 March 2023.
The total amount of capitalised finance interest and expense
into the asset under construction during the year was
£354.7m (2022:£198.9im) with a capitalisation rate of 100%.
The cumulative total of finance interest and expense costs
capitalised project to date at 31 March 2023 was £924.7m
(2022: £570.0m).

Right-of-use Assets

There were no new leases entered into during the period.
The right-to-use assets are being depreciated over the
remaining lease lerms on the Company's existing property
leases under IFRS 16. There were no new leases entered into
during the year.

| Between one and two yoars - 212
at System :Bllween two and five years 156 191

" Alter more than § yaars 136 141

[rota T 29.2] 544]
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8 CASH AND CASH EQUIVALENTS

| Cash and bank balances i 135 52
 Gash equivalants i 94.0 328.5
Cash and cash equivalents
per cash flow statement 107.5 3337

Cash equivalents comprise deposits and investments in money
market funds with an original maturity of three months or less.
The carrying value of cash and cash equivalents approximales
their fair value. Short-tenm deposits with a mawrity of greater
than 3 months are shown separaiely on the Statement of
Financial Position. At the Statement of Financial Position date
these lotalled £220.0m (2022: £145.0m).

Restricted Cash:

The Company holds a Debt Service Reserve Account to
maintain committed liquidity facilities with regards to the
prospective financing cost payments for a periad of 12 months
{from the Statement of Financial Position dale. The restricted
cash value in the Debt Service Reserve Account was £4.1m

at 31 March 2023 (2022: £2.8m) which is sufficient to cover
the next 12 monlhs of financing cost payments.

9 TRADE AND OTHER PAYABLES

Ty " Tz022
i em I £m
f—

| Trude Payables i 386 5.4
1 Gantract retentions payable i 16.4 a8
 Accruod expensas ] 500 546
T Accrued intra-group expenses (scanota 15) | - 211 125
§ Dafarred incoma 1 286 279
T Advance payment tlbiity 378.0 2013
1 532.7 491.5
F current iiahilitles 4157 || 345.2)
Lcurrent fisbitities [ ol ass)

The advance payment liability represents deferred revenue
1hat has been invoiced to and settted by Thames Waler.

Intra-group borrowings

i It il It
This cevenue is deferred unlil System Acceplance as the 1 250m 2.375% ixderate bond 20274 6 P
services associated with the revenue will not be defiverec
until this time. The deferred income of £28.6m (2021: £27.9m} | £75m 0.828% indax-finkad band 2047 ¢** 926 kel
represents the cumulative balance on the project to date of \VEZDOM 0.740% Index-Iinked bond 2042 * &' 2228 2163
revenue accrued and revenue invoiced to Thames Water, T E100m 0.608% index- kg bond 2050 -+ oy a
{ess the revenue that has been settled by Thames Water o vy " ” e
at the Statement of Financial Position date. L £100m 0.755% Index-linked band 2051 258 108
. £100m 0.240% index-linked bond 2040 ~4» 126.6 1.9
The Trade payables balance at 31 March 2023 mainly " —
invoices payable to the Company’s main works £125m 0.192% Index-finked bond 2049 +* - 167.0 1470
totalling £37.6m (2022: £56.1m). | £25m 1.035% index-linkad bond 2048 ¢+ 308 272
The table below analyses the Company’s non-current liabilities £25m 0.951% indax-finked bond 2064 + - 308 22
at 31 March 2023 into relevant maturity groupings based on ! £50m 0.787% Index-linked bond 2052 - 61.9 54.5
the remaining periods up to their future payable date. * £25m 1.042% index-linked bond 2048~ 4! 302 26.6
R e e T e i n z‘m“r "‘m‘é £25m 0.954% index-linked bond 205¢ * o H 30.2 28.6
P £m L Em 1 £75m 0.010% Index-linked bond 2036 =+ 97.9 87.9
| Betwaen one and iwo years 1 - 29 [‘ £300m 2.750% fixed-rate bond 2034 298.8
| Betwean two and five years. 1 a5 3423 7 £150m 0.010% Index linked bond 2032 ~* 170.1
;’ Alter more than 5 yoars i - - , £75m 0.849% Index finked bond 2052 * * 81.8 .
[Fote ™ "7 5452]  {es0m 0.07% Indx inked bond 2043 4+ ¢ 547
; Shareholder loan notes 8.000 % fixed rate 1
10 BORROWINGS L 2064° 1 836.1 799.5
The Group raises finance under a multi-currency financing Thid party bonowngs
[l s. The npar e S
plattorin in both loan and bond fonnats. The Company borraw: oy srvrrerrm—— T o oy
financing ciirectly in loan format. :
1 £100m 0.010% index-linkad loan 2049 «* 124.5 109.8
“The Company’s sister company Bazalgelte Finance plc operales = £
) e - 4 - 7 75,
wilh the sale purpose of raising finance lhrough a multi-currency  §orom 2:418% fxed-rots loan 2041 50 50
bond platform for the purposes of the Company's licenced 1 £700m Soka+0.360% floating-ralofoan 2051+~ 8608 7198
activities. The proceeds from bonds issued under this platform fotal borrowings [ aze2] asess
are on-lent lo the Company through a series of back to back 4
. N . Current liabilities i = =
loans which have the same economic terms and y {
pass the financing arrangements of the exleinal debl held by Non-currant liabilities _ . azemz] assee
Bazalgelle Finance plc to the Company.
1) Banowng o Bazaigeno Financa dic
Some of the finance raised by the Group is in a deferred o) Bonowng nan Bazaloants Ho'dys Liutvd
format which means that the proceeds from the i ur m 700 of s cobt nto
are not received until a future settlement date so as to align indax-trked danit
when funds are raised with the i i @ radton st G P e o0
profile of the project. o) T oo
Where Bazalgette Finance pic issues honds with deferrad farmiront win o prods e T
draw dates, the proceeds from these bonds are only passed 0 I oot amontas roim 2036
10 the Company when the proceeds are received from the 1) This ot amariise trom 2045
bond purchaser on the future settlement dates. ) s Uabt ancrinses froin 2043
. . . . i) Tivs debt amonises o 2049
This note provides information about the Company’s 4 Tous cont amtises ham 2040
borrowings. which are measured at amortised cost. convert bt 1t

Issue costs lor all intra-group borrowings have been
borna by the Company.

! widtax dinkid dadt

A ———
1) s et et v 2042
o7 ot s o 2053

Deferred Loans

As at 31 March 2023, the Company had no third-party loans are
deferved (2022: £40.0m). Proceeds of £40.0r (2022: £175.0m)
from deferred loans were received during the period.

Deferred Purchase Bonds

Ouring the previous financial year ending 31 March 2022,
Bazalgette Finance plc placed and received £300m of purchase
bonds with no deferral period. No further bond issuances were
placed during the year ended 31 March 2023.

As at 31 March 2023, a total of £66.0m (2022: £325.0m) of bonds
are slill deferred. The bond proceeds will be received within the
next 6 months and these bonds have maturities of 2049.
Proceeds of £283.0m (2022 £125.0m) from deferred bonds were
receved during the period.
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11 FINANCIAL INSTRUMENTS
The carrying values of the financial assets and tiabilities of the
Company are as follows:

Financial assets

Fair Value Measurements

The fair value of financial instruments represents the price that
would be received to sell an assel or paid to transfer a liability
between informed and willing parties, other than in a forced or
liquidation sale at the measurement date.

[ T 2023 20321 The fair values of financial instruinents and a comparison to

_ £m €m | their carrying value is shown in the Lable on the following page.
Financial assets at fair value through profit and loss: The Company has not disclosed the fair values for cash and

e Moo v cash short-term deposils, trade receivables and

Dettvative nancial mstruments - Nom-curent trade payables as their carrying amounts are a reasonable
Financial assets imation of the fair value.
“Trade and othar recaivables 739 60.9 .
Cash and cash aquivalents 1075 W - JtMarch2023 31 March 2022 .

. i ! Book Falr  Book Falr
Short-t Tdipiﬂs,A, _— ———— 2200 150 ‘ value value value value

rrom ] 452.3 s:o.el &m tm  tm &m

Financial assets ot fair vafuo (rough profit and oss: Non-curront
Trade and olher above exclude  Darwvath ' .
Trade and other receivables are classitied and measured al Index-linked swaps S07 o7 - -

amortised cost under IFRS 8. mparment of these assels as

Financial liabilitics at amortised cost: Non-current

Financial Instruments at

Fair Value Through Profit and Loss

The Company’s index-linked swaps are measured at fair value
through profit and loss. Where an active market exists, swaps
are recorded at lair value using quoted market prices.
Otherwise, they are valued using a net present value model.
As there is no guotad market price, the fair value of each swap 1s
calculated as the net present vatue of the expecled future cash
flow associated with each leg of the swap, discounted to the
reporling date using market rates and adjusled for credit risk.
Estimates of future cash flows are based on well-defined and
traded markel 1eferences.

The vatuation lechniques for detenmining the fair values of financial
instruments are classified under the hierarchy defined m IFRS 13
which calegorises inputs to valuation techniques into Levels 1-3
based on the degree 10 which the fair value is observable.

« Level 1: quoted prices (unadjusted) in active markets for
identical assets or liabilities

Level 2: inputs, other than quoted prices included for Level 1,

for the asset or liability either direcily (.e.
as pricas) or indiractly (6. derived from prices)

Leve! 3: inputs for the asset or liability that are not based on
observable market data (unobservable inputs)

If the inputs used lo measure the fair value of an asset or liability
are across different levels of the fair value hierarchy,

N & Ihat ari
assessed under the simplified expected credit Ioss model - hat are
was immaterial at 31 March 2023 and theretore not recognised fixad-rate steding loans (12038 (1.0467)  (L186.3)  11.216.8)
within the period. Borrowings i .

fixed-rate bonds (5474 1466.6) (547.0) {546.7)
Financial Liabilities Borrowings - index-linked
4 Mt c - - - S 2525 2022'1 bonds and loans. 1,587.20  (1.361.9) (LN&Q)__(L_DUS.S)
{ £m em | Borrowings -
fioating-rate staring loans. (#50.83)  (@7v4)  IT196)  (©62.2)
Liabilitics at fair value through prafit and toss:
iz ot tair value through profit and foss: Non-current
Derivative financisl instruments — Non-current - 93.9 - —_—
Other financidh babilities® i - - 193.9) 193.9)
Trado and othar payables 516.2 915 [ronl T wre5 | 34549 | 2.0007) | 1251
Lease hisbilities 1.4 3.4
Borrowings —— 22202 95968 Financial Liabilities at Amortised Cost
[rotar I snee] aress] ings include i bonds. fixed-rate bonds,

floating-rate foans and fixed-rate foans. The fair value of

ings is using quoted markel
prices where this is available or by discounting the expected
future cashflows using appropriate available market data and a
credit risk adjusiment representative of the Company.

then the fair value measurement is catagorised in its entirety in
the same lavel of the fair value hierarchy as the lowest (evel input
that is significant to the entire measurement.

The Company considers all its derivative financial instruments to
fall within Jevel 2 as the calculation of the estimated farr value is
based on market data inputs which are observable directly or
indireclly. The calculation does include unobservable inputs with
regards 10 the determination of credit risk for the Company but
these are not considered significant to the valualion.

The table below sets out the valuation basis of financial
instruments held at fair value at 31 March 2023:

! p! - m’zzq
Level2  Level2
A — e m; om]
nancial Instruments al fair value
Dervativa financial assets -
+ Index-finked swaps 50.7 -
" Denvativa fimancial isbil
Index-linked swaps - (93.9)
s  we3s]

The carrying value of the derivative financial instruments is equal
10 the fair value.

Capital Risk Management
The Company's principal objectives in managing capital are:

* To finance the Company while minimising risk - Tideway
will adopt a tow risk financing strategy. The Company will
maintain al all times a robust investment grade credit rating;

* Minimise financing risk through pre-funding, management
of maturities and interest rate risk;

» Financing will be a mix of some or all of commercial bank
debt, bonds (public and private). EIB loans, lease financing
and other instruments. Financing could be raised on a real/or
nominal basis;

« The Company’s weighted average cost of capital will be
minimised by reducing sk, including iterest rate, inflation.
credit spread, maturity risk, liquidity and currency risk;

* Hedging and pre-financing may be used to reduce risk.
The Company will not engage in speculative treasury
activity; and

« The Company will manage its financing activilies
in compliance wilh the consirainis imposed by the
Government Support Package. financing documents
and the Company's Licence.

The Company seeks lo maintain a low risk financing pasition

by preserving the investment grade Baa1 (Moody’s)/BBB+
{Fitch) credit ratings. These credit ratings were unchanged in the
year, with both Moody's and Fitch maintaning a stable outlook.
‘The Company monitors gearing targets on a reguiar basis,
taking into consideration risk, financing, legat and regulatory
constraints and optimal level of execution within

the capital structure.

The Company's revolving credit facility (RCF) maturing in 2027
of £160m remained undrawn at the Statement of Financial
position date (2022: £nil draw down).

The Company’s sister company Bazalgette Finance ple did

not issue any bonds during the year (2022 £300m) and the total
bond issuance continues to stand at £1.8bn (2022: £1.8bn).
The bond issuance includes deferred purchase bonds where
the remaining £66.0m deferred bond proceeds at 31 March
2023 were received by the Company in May 2023".
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Management of Financial Risk

The Treasury team, which reports directly to the CFO,
substantially manages the Company's financing, including
debt. cash management and interest costs for the Company
on a day to day basis. The Audit and Finance Commiltee.
which is chaired by a non-executive director (see Corporate
Governance report) revisws and reports to the Board on the
Company's treasury policy, Wreasury sirategies and financing
strategy. The Company also has an executive level Funding
and Financing Commiltee, chaired by the CFO, which considers
financial, treasury, compliance. tax and regulatory malters in
detail on a monthly basis.

The Company’s management of specific financiat
risks is deall with as follows:

Liquidity Risk

Liquidity risk is the risk that the Company will not be able to tund
on a timely basis its capital expenditure programrne or service
its debt. At 31 March 2023, the Company had total liquidity of
£549m, comprising £323m of unrestricted cash and short-tern
deposits, the £160m undrawn RCF and £66m of deferred
purchase bonds {via back to back loans with Bazalgette
Finance plc). This, combined with expected revenue collections,
provides liquidity significantly in excess of our 18-month target,
including all liquidity required to the project handover.

For deferred purchase bonds issued by Bazalgette Finance plc.
the Company receives these proceeds at a future settlement
date via back to back loans. The Company is therefore exposed
indirectly to the counterparties to these deferred bonds on
whom it relies to provide tunds on the pre-agreed dates.
Bazalgette Finance plc evaluates counterparty risk prior to
enterlng into such ions and manages ion risk
in respect of deferred funding commitments. As part of its risk
management, Bazalgette Finance plc has agreed information
requirements and covenants with the Deferred Bond
Purchasers, and monitors on an ongoing basis the Delerred
Bond Purchasers’ ability to honour their obligations, allowing

it to assess any potential liquidity exposure in advance of
settlement dates and to make afternative funding arrangements
if necessary. This risk has reduced substantially as a significant
amount of the Company’s deferred bond funding has already
been received.

The Secretary of State for Environment, Food and Rural Affairs,
through the Goverament Support Package, has committed

to provide certain contingent financial support during the
construction period. Such support is available in exceptional
circumstances and includes the Market Disruption Facility
providing the Company with a debt facility of up to £500m,

for use where it is unable to issue debt in the debt capital
markets as a result ot market disruption.

‘The following tables analyse Ihe Company's mierest-bearing
borrowings and net-settled derivative financial i into

At the Statement of Financial Position date there were no
ignifis of credit risk.

relevant maturity groupings based on the remaining period at
the Statement of Financial position date. The amounts disclosed
in the lable are the contraclual undiscounted cash flows
inciuding interest payable.

The Company’s maximum exposure to cradit risk is the carrying
amount of financial assets and therefore the maximum exposure
at 31 March 2023 was £401.6m (2022: £539.6in). Analysis of this
amount can be found in the financial assets section of this note.

Market Risk - Interest Rate Risk
The Company's finance strategy defines long term objectives for

the of interest rate risk, in addition to comptiance
with the hedging policiss contained in the Government Support
Package, financing documentation and the Licence. These

include, amongst other things, restrictions on over hedging and

as to the amount of the Company's debt which
bears a fixed, floating ar an indlex-linked rate of interest.

During the previous financial year ending 31 March 2022. the
Company had LIBOR (London Interbank Offered Rate)
exposures on various financial instruments that required
transitioning to SONIA (Sterling Overnight Index Average)
following the confirmed discontinuation of LIBOR from 1
January 2022. The Company’s main LIBOR related

The finance costs of the Company's index-linked debt
instruments and derivatives vary with changes in RPl and CPI
rather than interest rates. These financial instruments form an
economic hedge with the Company’s revenues and RCV, which
are also linked 1o RP} changes. The financing strategy has
involved issuing RPI and CPI linked debt lo ensure that
reductions in revenue due 1o low inflation will be partiaily oifset
by reductions in interes! costs.

The Company continues to recognize the expected transition
from RP! to CPIH trom the next regulatory period starting in
2030 as the underlying measure of inflation for price control
periods. HM Treasury and the UK Statistic Authority have
confirmed that RP) will bs aligned with CPIH from February
2030, which aligns well with Ofwat's transition.

Inflation risk is monitored and reported monthly to the Funding
and Financing Committee and subsequently to the Audit and
Finance Committee.

The table below summarises the senstivity at 31 March 2023
of the Company's profit and equily 10 changes in RP! for the
Company’s index-inked derivatives only. Due 10 the adopted

sterling loans (EIB loan tranches 1-8):

* Index-linked Swaps {inked lo £620m EIB Loan tranches 1-8);

r_ TTTTT T T T TTTES T T ]
[ em )

Borrowings
| éithin ona year i 1133.8) 128
{ Estwaan ons and two years 01309) (16.5)
! Eetwaen two and five ysars i ©29.0) (891
. Ater mora than 5 years. ! (7.841.1) {7.309.61

| 2R |

ive financial instruments

[ vitnin one year . 201 203
T Ealwesn one and two years. ! 368 272
Eetwesn two and five ysars i §7.8 565
Ater more than 5 years : (350.5) (220.9) 10 the following:
Tota Lol weal | oo toaiing
Credit Risk and

Credit risk is the risk of financial loss to the Company if a
ccunterparty to a financial instrument fails to meetits
centractual obligations,

Crediit nisk for the Company principally arises from trading
(tre supply of services) and treasury activities (the depositing
of cashj.

Tre Company's exposure to trading risk is predominantly with
Trames Water which is the Company's only significant trading

y and who cons the full balance
of trade recevables al the Siatement of Financial Position date.
As pan of its licenced activities, the Company generates an
anaual ravenue return on its RCV, which it subsequently invoices
to Thames Waler periodically through the financial year. At any
time the ing trade i balance is i
onie month's ravenue colleclion and represents amounts alreadly
ccellected by Thames Waler from its customers so the risk of
default is considered low.

Placements of cash on deposit expose the Company to credit
risk against the counterparties concerned. A treasury policy
on investment management strategy provides clear instrument
limits for money market funds and money market deposits.
The policy sets counterparty concentration and tenar limits
through minimum credit rating requirements (as measured by
reputable credit agencies).

* £160m undrawn RCF.

The Company finalised the process of amending the
refevant contractual tenms in the €18 loan agreement and the
RCF agreement to incorporate the transition to SONIA from
January 2022,

The Company had adhared to the ISDA 2020 {BOR Faflbacks
Protocol which automatically transitioned the Company’s above
swaps from LIBOR to SONIA as at 1 January 2022 adopling the
ISDA LIBOR faflback mathodology and this was agreed and
confirmed with all swap counterpartiss.

The Company’s deferred revenue and operaling cash flows are
substantially independent of changes in market interest rates.
All drawn debt at 31 March 2023 is either borrowed or hedged
via swaps at fixed or index-linked rates. A sensilivily analysis
has not been disclosed as the impact from interesi rate
movements is considered immaterial.

policy of costs that are
directly attributable to the construction of the TTT, the sensitivity
analysis excludes the Company’s index-linked borrowings.
This analysis also excludes any RPl impact on the Company’s
revenues and RCV. The fair value of the Group’s index-linked
derivatives is based on estimated lulure cash flows, discounted
to the reperting date and these fair values will be impacted by an
increase or decrease in RPI as shown in the table below.

This analysis assumes all other variables remain constant.

) 20"~ w022 ]
s e
[Cemvin [ em-1s i
(Lossyrprofit | 669 605 @70 628
| Equity 1 es9 605 (67.4) 62.8
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12 CAPITAL AND RESERVES
Called-up Share Capital

Aliotted, cafled-up I Ordinary | Ordinary
and fully paid ordinary 1 shares | shares
shares of £1 each 2023 No. | 2022 No.
! At the beginning of the year 509.672,601 509,672,601

i
T {
} Issued for cash |

14 CONTINGENT ASSETS

As at 31 March 2023 there were ongoing commercial
negotiations arising in the ordinary course of business under
the NEC3 Enginaering and Construction Canlract, At present
the Directors consider an inflow of economic benefil is possible
from one or more of the Main Works Coniractors. However. the
outcome is i on the ion of the iali

and more certainty of ihe total contract values as (he project
nears completion. The Company has taken the option undler

Atthe and of the year ][ sos.wzisoi!l m,aw.bml

The holders of ordinary shares are entilled 1o receive
distributions as decared from time to time and are entilled to
vote at meatings of the Company in line wilh the details of the

Further i ion on the role of the
shareholders is outlined in the Company’s Governance section
of the Annual report.

Retained Earnings

- 2023 ] 2022
. L em] €

| At the beginning of the year 93.9) (83.0)
| Profit/loss) for the yoar 144.6 0.9
At ths end of the yasr. [ suwl[ (stml

13 CONTINGENT LIABILITIES

There are a number of unceriainties surraunding the Company
including potential claims, which may affect the financiat
performance of the Company. Where claims are possible,but
not probable, o unquantfiable, such claims are treated as
contingent liabilities. Contingent liabilities are not recognised in
the Company Statement of Financial Posilion but are monitored
to ensure that should a possible obligation become probable
and a transfer of economic benefits 1o settle an obligalion can
be reliably measured, then a provision for the obligation is made.
There were no material contingent liabilities at the Statement of
Financial Position date.

92 of IAS 37 for non-disclosure of cerlain information
in the extremely rare case where this can be expected to
seviously prejudice the entity in a dispute with other parties.

15 RELATED PARTIES

The Company'’s related party transactions throughout
the current financial year were made on terms equivatent
1o those that prevail in arm’s length transactions.

Amounts ing on ings from gette Holdings
Limited were £836.1m of loan principal {2022: £799.5m) and
£106.5m of interest (2022: £8.4m) at 31 March 2023. During the
year £36.6m (2022: £79.1m) of loan interast was capitalised back
into the intercompany loan principal.

Bazalgette Holdings Limited deferred £16.5m (2022: £8.4in)
of outstanding interest payable on the intercomipany loan by
the Company during the year,

Amounts outstanding on loans fiom Bazalgette Finance plc
are £2,010.3m (2022: £1,581.2sm) and interest outstanding on
these loans totals £4.8m (2022 £4.1m),

During the year ended 31 March 2023. the Company paid
£20.8m (2022: £11.5m) 10 Bazalgette Finance plc with regards
10 1nterest payments under its back to back loan terms.

Amounts outstanding on intra-group loans at 31 March 2023
marle to Bazalgette Hotdings Limited are €55k (2022: £54K)
and made to Bazalgette Finance plc are £22.6m (2022: £21.2m).

Key management personnel

Key management personnel comprise the directors of the
Company. The remuneration of the directors Is provided in
the auditad part of the Director’s Remuneration Report.

16 ULTIMATE PARENT COMPANY AND PARENT
COMPANY OF LARGER GROUP

The Company is a wholly owned subsidiary of Bazalgette

Holdings Limited. The Company’s ultimate controlling parent

is Bazalgette Equity Limited which is also the largest group

in which the Company is consolidated.

Copies of the consolidated accounts for both the Bazalgette
Holdings Group and the Bazalgette Equity Group are available
at www.tideway.london.

17 SUBSEQUENT EVENTS OCCURRING

AFTER THE REPORTING DATE
Since the financial year end, the Company had signed an
agreement for the private placement of £250m fixed rate notes
which will be funded in October 2023.

No other material events have occurred between the year end
date and the signing of these financial statements that would
require the Company to adjust the financial statements or
require disclosure in these financial statements.
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