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Dee Valley Water (Holdings) Limited

Strategic report
The Directors present their Strategic report forthe year ended 31 March 202 1.
Business review and principal activities

The Companyis a wholly owned subsidiary of Severn Trent Plc.

The principal activity of the Company was to act as a holdingcompany.

Severn Trent Plc manages its operations on a divisional basis and the Company’s Directars do not believe that
further key performance indicators forthe Company are necessary to enhance the understanding of the
development, performance or position of the business. The performance of the Regulated Water and Waste
Water segment, which includes this company, is discussed in Severn Trent Plc’s Annual Report and Financial
Statements (which does not form part of this report).

Results and dividends

The company has not traded during the current year and therefore has not generated a profitnor a loss (2020:
ioss of £46 million). The Directors do not recommend the paymentof a dividend (2020: nil).

Principal risks and uncertainties

Treasury management

The Severn Trent Group manages its reasury operations on a group basis. Financial risk managementis
performed by Severn Trent's Group Treasury depariment This includes assessmentand mitigation of price risk,
credit risk, liquidity risk and interestrate cash flow risk. The Group's treasury managem entpolicies and
operations are discussed in Severn Trent Plc's Annual Report and Financial Statements (which does not form
part of this report),

Financial position and going concern
As at 31 March 2021, the Company had net assets of nil (2020: nil) and net current assets of nil {2020:nil).

The Directors have considered the financial position and future prospects of the Company. The Company
participates in the Group's pooled banking arrangements and receives funding, when required, from the Severn
Trent Group in the form of intra-group loans. When existing loans reach maturity the appropriate funding will be
established as required to ensure such obligations can be met. After making enquiries, the Directors have a
reasonable expectation thatthe Company has adequate resources, including financial resources available from
other group companies, to continue in operational existence forthe foreseeable future. Accordingly, they continue
to adopt the going concern basis in preparing the reportand annual financial statements.

Throughoutthe year and foliowing the yearend, the Board has considered and monifored the impactof COVID -
19, in particularto evaluate its impacton financing andliquidity. This indicates that, whilethere hasbeen a
financialimpact, this has not resultedin a significantimpactto the Company’s expectedliquidity or solvency that
cannotbe addressed by mitigating actions.

By order of the Board

L
&4{ / /fad/

R C McPheely
Director
3 September2021
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Dee Valley Water (Holdings) Limited

Directors’report

The Directors present their report and the audited financial statements of the Companyforthe year ended
31 March 2021.

Matters included in the Strategic report

The following matters are included inthe Company’s Strategicreparten the preceding page:
+ Businessreview and principal activities of the Company

Results and dividends

Principal risks and uncertainties

+ Financial position and going concern.

Directors
The Diractors who served during the year are shown on page 2.

Directors’ indemnities

The Company's Articles of Association provide thatdirectors of the Company shall be indemnified by the
Company against any costs incurred by them in carrying out their duties, including defending any proceedings
arising out of their positions as directors in which they are acquitted or judgmentis given in their favour or relief
from any liability is granted to them by the court. These indemnities were in force throughoutthe yearand up to
the date of signing of the financial statements.

Environment

The Company recognises the importance of its environm ental responsibilities, monitorsitsimpacton the
environmentand designs and implements policies to reduce any damage that mightbe caused by its activities.
The Company operates in accordance with the group policies of Severn Trent Plc which are described in the
Group's Annual Report and Financial Statements (which does not form partof this report).

Post balance sheet events

There have been no significantpostbalance sheetevents.
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Dee Valley Water (Holdings) Limited

Directors’report (continued)

Directors’ responsibilities statement

The Directors are responsible for preparing the annual reportand the financial statements in accordance with
applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Underthatlaw the
Directors have elected to prepare the financial statements in accordance with United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting Standard
101 Reduced Disclosure Framework (FRS 101). Under company law the Directors must not approve the financial
statements unless they are satisfied that they give a true and fairview of the state of affairs of the Company and
of the profitor loss of the Company forthat period. In preparing these financia! statern ents, the Directors are
required to:

+ select suitable accounting palicies and then apply them consistently;
make judgments and accounting estimates thatare reasonable and prudent;
state whetherapplicable United Kingdom Accounting standards, including Financial Reporting Standard
101 Reduced Disclosure Framework has been followed, subjectto any material departures disciosed
and explained in the financial statements; and

« preparethe financial statements on the going concern basis unlessitis inappropriate to presume that
the Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficientto show and explain
the Company's transactions and disclose with reasonable accuracy atany time the financial position of the
Company and enable them to ensure that the financial statem ents comply with the Companies Act 20086, They
are also responsible for safeguarding the assets of the Company and hence fortaking reasonable steps forthe
prevention and detection of fraud and other irregularities.

By order of the Board
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R C McPheely
Director
3 Septermber 2021
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Dee Valley Water (Holdings) Limited

Income statement
Forthe year ended 31 March 2021

2021 2020

Note £m Em

Loss on disposal - {46)
Loss on ordinary activities before taxation = (46)
Currenttax 5 = -
Loss for the year - (46)

All results are from continuing operations in both the current and preceding year.

The Company has no recognised gains orlosses otherthan the results above and therefore no separate
statementof comprehensive income has been presented.
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Dee Valley Water (Holdings) Limited

Balance sheet
. At 31 March 2021

2021 2020
Note £m £m

Non-current assets

Investments B - -

Total assets less current liabilities - =

Net assets - -

Equity
Share capital 7 - -
Retained earnings - -

Total equity - -

For the year ended 31 March 2021, the Company was entitled to exemption from auditunder section 479A of the
Companies Act 2006 (the Act) relating to subsidiary companies.

The members have notrequired the Company to obtain an auditof its accounts for the year in question in
i accordance with section 476 of the Act.

The Directors acknowledge their responsibilities for complying with the requirements of the Act with respect to
accounting records and the preparation of accounts.

The financial statements were approved by the Beard of Directars on 3 September 2021. They were signed on its

behalf by:
/ Iy
,//,’iéfr / L f{'l{;}
R C McPheely
Director

, 3 September 2021
' Company Number: 04421854
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Dee Valley Water (Holdings) Limited

Statementof changesin equity
For the year ended 31 March 2021

Retained
Share capital earnings Total
£m £m £m
At 1 April2019 46 46
Total comprehensive Joss forthe year {46) (46)

At 1 April 2020

Total comprehensive loss forthe year

At 31 March2021
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Dee Valley Water (Holdings) Limited
Notes to the financial statements

1. Accounting policies
a) Accounting convention

The financial statements have been prepared on the going concern basis {(see Strategic report)underthe
historical cost convention as modified by the revaluation of certain financial assets and liabilities atfair value, and
in accordance with applicable United Kingdom Accounting Standards and comply with the requirements of the
Companies Act2006. The principal accounting policies, which have been applied consistently in the currentand
preceding year are set out below.

Dee Valley Water (Holdings) Limited (the Company}is a private company limited by shares incorporated in the
United Kingdom under the Companies Act2006 and is registered in England and Wales.

b) Basis of preparation
(i) General

The Companyis a wholly owned subsidiary of Severn Trent Plc and is included in the consolidated financial
statements of Severn Trent Plc.

The Company meets the definition of a qualifying entity under FRS 100 Application of Financial Reporting
Requirements. Accordingly, the Company has elected to apply FRS 101 Reduced Disclosure Framework.
Therefore the recognition and measurementrequirements of International Financial Reporting Standards adopted
pursuantto Regulation (EC) No 1606/2002 as it appliesin the European Union have been applied, with
amendments where necessary in order to comply with the Companies Act2006 and The Large and Medium-
sized Companies and Groups {Accounts and Reports) Regulations 2008 (S12008/410) as these are Companies
Act 20086 accounts.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available underthat
standard in relation to share based payment, financialinstruments, capital management, presentation of

com parative information in respect of certain assets, presentation of a cash flow statement, standards not yet
effective, impairment of assets and related party transactions.

Where required, equivalentdisclosures are given in the Group financial statements of Severn Trent Plc which are
available to the publicand can be obtained as set out in note 9.

c) Taxation

Currenttax payableis based on taxable profitfor the year andis calculated using tax rates that have been
enacted or substantively enacted by the balance sheetdate.

Deferred taxation is provided in full on taxable temporary differences between the tax bases of assets and
liabilities and their carrying amounts in the financial statements. Deferred taxation is measured ona non-
discounted basis using the tax rates and laws that have been enacted or substantively enacted by the balance
sheet date and are expected to apply when the related deferred tax asset is realised or the deferred taxliability is

seftled.

Currentand deferred tax are recognised in profitor loss, exceptwhere they relate to items that are recognised in
other comprehensive income ordirectly in equity, in which case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity, respectively. Where current tax or deferred tax arises from
the initial accounting for a business combination, the tax effectis included in the accounting for the business
combination.

A deferred tax asset is only recognised to the extentit is probable that sufficienttaxable profits will be availablein
the future to utiliseit.

Deferred tax assets and liabilities are offsetwhen there is a legally enforceable right to set off current tax assets
againstcurrent tax liabilities.
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Dee Valley Water (Holdings) Limited
Notes to the financial statements (continued)

1. Accounting policies (continued)

d) Impairment of non-current assets

If the recoverable amountof a non-current asset is estimated to be less thanits carrying amount, the carrying
amountof the assetis reduced to its recoverable amount. Where the asset does not generate cash flows that are
independentfrom other assets, the Company estimates the recoverable amountof the cash-generating unitto
which the asset belongs. Recoverable amountisthe higher of fair value less costs to sell or estimated value in
use at the date the impairment review is undertaken. Fair value less costs o sell represents the amount
obtainable from the sale of the assetin an arm’slength transaction between knowledgeable and wil ling third
parties, less costs of disposal. Valuein use represents the present value of future cash flows expected to be

derived from a cash-generating unit, discounted using a pre-tax discountrate that reflects current market
assessments of the cost of capital of the cash-generating unitor asset.

The discountrate used is based on the estimated cost of capital adjusted for the risk profiles of the business.

Impairmentreviews are also carried out if there is an indication that animpairment may have occurred, or, where
otherwise required, to ensure that non-currentassets are not carried above theirestimated recoverable amounts.

Impairments are recognisedin the income statement.
e} Investments

Investments in subsidiaries in the Company's financial statem ents are stated at cost less, where appropriate,
provisions forimpairment.

2. Critical accounting judgments and key sources of estimation uncertainty

In the process of applying the Company’s accounting pelicies, the Company has made no critical accounting
judgments and there are no key sources of estimation uncertainty.

3. Employee numbers

The average monthly number of employees (including Executive Directors) during the year was nil {2020: nil).

4. Directors’ remuneration

The emoluments of the Directors are paid by other companies within the Severn Trent Group.

10
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Dee Valley Water (Holdings) Limited
Notes to the financial statements (continued)

5. Taxation

a) Analysis of tax credit in the year
2021 2020
£m £m

Current tax credit
Currentyear at 19% (2020:19%) - -

b} Factors affecting the tax credit in the year

The tax assessed for the current yearis equal to (2020 higherthan) the tax at the standard rate of corporation
tax in the UK 0f 19% (2020: 19%).

The differences are explained below:

2021 2020

£m £m

Loss before taxation - {46)
Tax at the standard rate of corporation tax in the UK 19% (2020:19%) - {8)
Non-deductible expenses - 8
Total tax credit - -

6. Investments
£m
Cost and net book value

At 1 April 2019 46
Disposal (46)

At 31 March 2020 and 31 March 2021 -

On 6 March 2020 the Company disposed of its investment in Hafren Dyfrdwy Cyfyngedig. The Company sold its
240,403 sharesin Hafren Dyfrdwy Cyfyngedig to Severn Trent Water Limited for total consideration, in cash of
£79.29,representing the fair market value of the shares. The Company recognised aloss on disposal of £46
millionin the prioryear.

7. Share capital

2021 2020
Em £m

Total issued and fully paid share capital
100 ordinary shares of £1 each (2020:100) - -

8. Related party transactions
There have been no transactions with the Directors of the Company during the last financial year.

In accordance with the exem ption allowed by FRS 101, no disclosure is made of transactions with other wholly
owned subsidiary companies which are consolidated into the Severn Trent Plc Group.

9. Ultimate parent undertaking
The immediate parentundertaking is Chester Water Limited.

Severn Trent Water Limited is the parent undertaking and controlling party of the smallest group to consolidate
these financial statem ents. Financial statements for Severn Trent Water Limited can be obtained from The
Company Secretary, Severn Trent Water Limited, P.O. Box 5309, Coventry, CV3 9FH.

11
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Dee Valley Water (Holdings) Limited
Notes to the financial statements (continued)

9. Ultimate parent undertaking (continued}

The ultimate parent undertaking and controlling party is Severn Trent Plc, which is the parent undertaking and
controlling party of the largest group to consolidate these financial statements. Copias of the Severn Trent Plc
consolidated financial statements can be obtained from Severmn TrentPlc's registrars at Equiniti, Aspect House,
SpencerRoad, Lancing, West Sussex, BN99 6DA.
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