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Thames Water Limited

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

The Company's principal activity 1$ that of an intermediate holding company in the Kembie Water Holdings
Limited group of companies (“the Group™} It 1s expected to continue to act as an intermediate holding
company witin the Group

The Company’s business review disclosures are integrated with those of the Group and so they are not
disclosed separately Accordingly, the business review and disclosures of the Group, which include those
of the Company, are discussed in the Group’s annual report which does not form part of this report

The registered number of the company I1s 2366623
Results and dividends
The results for the year are set out in the profit and loss account on page 7

The directors paid dividends of £1,166 9m durning the year (2010 £191 Om) This was made up of a first
interim dividend of £75 0m (21 08p per 0 23p ordinary share) (2010 £60 Om, 16 86p per 0 23p ordinary
share) Second, third and fourth intenm dividends were paid in the year for £881 Om (275 74p per 0 23p
ordmary share) (2010 £131m, 26 82p per ordinary share), £75 0m {21 08p per 0 23n ordinary share)
{2010 £Ni) and £35 9m (10 09p per 0 23p ordinary share) (2010 £Nil) respectively

Principal risks and uncertainties

From the perspective ot the Company, the prnincipal risks and uncertainties are integrated with the
prncipal nsks of the Grocup and are noct managed separately  Accordingly, the proroipal nisks ang
uncerlainties of the Group, which include those of the Company, are discussed 1n the Group's annual
report, which does not form part of this report

Financial risk management

Financial risk management 1s addressed In more detall In section (1) of the Accounting Policies on page
11

Directors
The directors who held office during the year ended 31 March 2011 were

S Pelat Mason KBE - Chatrinan

L F Abraira (resigned 1 January 2011)

M W Baggs (resigned 10 June 2010)

E Beckley

R Blomfield-Srmith

C R Deacon

Nr F Dyer

R Gadsby (appointed 10 June 2010)

C Lynam (resigned 10 Jure 2010)

G 1 W Parsons (appointed 10 june 20190)
K Roseke (resigned 1 January 2011)

A F C DeP Santos {(appointed 1 January 2011)
D J Shah OBE

M S W Stanley

R E Verrnton (appointed 1 January 2011)

Dunng the year under review, none of the directors had significant contracts with the Company or any other
body corporate other than their contracts of service, except as disclosed in note 18 to the accounts




Thames Water Limited

Directors’ Report (continued)

The following directors have formally appointed alternate directors to represent them when they are
unavaillable

Director Alternate Director

L F Abraira (resigned 1 January 2011) D Mora (resigned 31 March 2011)

E Beckley G | W Parsons (appointed 7 June 2010, resigned 4 August
2010)

G | W Parsons (appointed 22 March 2011)
S Leong (appointed 4 August 2010, resigned 11 February

2011)
R Blomfield-Smith K Boesenberg
C R Deacon R D Israel
C Lynam (resigned 10 June 2010) M W Baggs (resigned 10 June 2010)
G | W Parsons (appointed 10 June 2010) S Leong (appointed 22 July 2010, resigned 11 February
2011)
K Roseke (resigned 1 January 2011) S Kolenc (resigned 1 January 2011)
AF C DeP Santos (resigned 1 January 2011} M C Guerrare (apponted 1 January 2011)
O J Shah OBE R E Vernon (resigned 1 January 201 1)
L Webb (appointed 1 January 2011)
R Vernon (appointed 1 January 2011) S Kolenc (appointed 1 January 2011)

investments

In the opinion of the directors, the values of the invastments are not less than the values included in the
financiat statements

Politicat and charitabie fonations and expenditure

No poitical or charntable donations were made by the Company dunng the year (2010 £mil)

Disclusure of information to the auditors

The directors who neld office at the date of approva: of this directors repon confirm that, se far as they
are each aware, there 1s no relevant audit information of which the Company’s audttor 1s unaware, and
each director has taken all the steps that he ought to have taken as director to make himself aware of any
relevant audtt 'nformration and to establish that the Company’s audidor 1s aware of that information
Directors’ indemnities

The Company has made qualfying third party indemnity provisions for the benefit of its directors (which

extend to the performance of any duties as director of any associated company) and these remain 1n force
at the date of this report

Auditors

Pursuant to Sechion 487 of the Companies Act 2006, the auditors wil be deemed to be reappointed and
KPMG Audit plc will therefore continue in office

jer of EBoard
Company Secretary k

Ciearwater Court
Vastern Road
Reading
Berkshire

RG1 8DB




Thames Water Limited

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

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

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

Under company law the directors must not approve the financial statements unless they are satsfied that
they give a true and farr view of the state of affairs of the company and of the profit or loss of the company
for that period In prepanng these financial statements, the directors are required to

« select suitable accounting policies and then apply themn consistently,
» make judgments and estimates that are reasonable and prudent,

- state whether applcable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and exolained in the financial statements, and

« nrepare the financial statements on the going concern basis urnless it 's 'rapprepriate to presume that
the comoany will continue in business

The directors are responsible for keeping adeqgusta sccounting records that are sufficient to show and
explam the company's fransactions and disclose with reasonable accuracy at any hme the financa'
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They nave general responsipuity for taking such steps as are reasonapiy open 10
trem to safeguard the assets of the company and to prevent and detect fraud ard other irregulanties




KPMG Audit Plc 15 Canada Square
London

United Kingdom

E14 5GL

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

We have audited the financial statements of Thames Water Limited for the year ended 31 March 2011 set
out on pages 7 to 24 The financiai reporting framework that has been appued 1n their preparation I1s
applicable law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

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

Respective responsibilities of directors and auditor

As exptained more fully in the Directors' Responsibiliies Statement set out on page 4. the directors are
responsible for the preparation of the financial statements and for being satisfied that they qive a true and
fair view Our responsibility 1s to audit, and express an opinion on, the financial statements In accordance
unth applicable law and Internatona!l Standards on Auditing {UK and Ireland) Those standa~ds require us
to comply with the Auditing Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A descnption of the scope of an audit of finaricial statements 13 provided on the APB's wab-site at
www frc org uk/apb/scope/private cfm.

Opinion on financial statements
In cur gpinion: the financial statements

» give a true and fair view of the state of the company's affarrs as a2t 31 March 2011 and of its prefit far the
year then ended,

« have been properly prepared i accordance with UK Generaily Accepted Accounting Practce, and
« have been prepared in accordance with the requirements of the Compantes Act 2006
Gpinion on other matters prescribed by the Companies Act 2606

In our opinion the information given in the Directors' Report for the financial vear for which the financial
statements are prepared is consistent with the financial statements




Independent auditor’s report to the members of Thames Water
Limited (continued)

Matters on which we are required to report by exception

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

* adequate accounting records have not beer Kept, or returns adequate for our audit have not besn
received from branches not visited by us, or

» the financial statements are not in agreement with the accounting records and returns, or
* certain disclosures of directors' remuneration specified by iaw are not made, or

» we have not received all the information and explanations we require for our audit

W NMeiedith (Senior Statutory Auditor}
for and on hehalf of KPMG Audit Pic, Statutory Auditor

Chartered Accountants

& June 2011




Thames Water Limited

Profit and loss account for the year ended 31 March

31 March 31 March

Note 2011 2010

£m £m

Income — release of provisions 2 29 354
Operating costs {5.2) (84
Operating profit {2.3) 270
Income from shares in group undertakings 9.7 149
Release of fixed asset investment provision - 124
Interest receivable and similar income 4 223.2 2745
Interest payable and similar charges 5 - {(02)
Other finance expenses 6 0.1 -
Profit on ordinary activities before taxation 2307 3286
_Taxatononproften crdinaryactvies 7 821 (764
Profit for the financial year 168.6 2522

All amounts absve relate to continuing operations

There s no difference betveen the profit on ordinary actwities before taxaion for the years stated above

and their histoncal cost equuivalents

The notes from pages 9 to 24 form part of these financiai staiements

Statement of totai recognised gains and losses for the year ended 31

March

31 March 31 March
Note 2011 2040
£ £m
Profit for the year 168.6 2522
Actuanal gan on pension scheme 17 0.4 03
Deferred tax relating to actuanal gain {0.1; 01

Total recognised gains and losses relating to the financial
yedl i168.3 252 4




Thames Water Limited

Balance sheet as at 31 March

31 March 31 March
Note 2011 2010
£m £m
Fixed assets
Investments 8 106.5 108 6
Current assets
Debtors
- due within one year 10 1,336.1 1,000 2
- due after one year 10 2,335.8 34197
Cash at bank and in hand 17.2 807
3,689.1 45006
Creditors: amounts falling due within one year 11 (1,515.9) {1,328 0)
Netcurrentassets . ..___.2132 31726
Total assets less current liabilities 2,279.7 3,281 2
Provisiens for habilities and charges 12 {5.1) (82}
Net assets excluding pension asset 2,274.6 3,273 0
Net pension assat 17 3.3 28
Net assets including pension asset 2277.9 32758
Capital and reserves
Called up share capstal 13 81.8 818
Share premism account 14 104.5 1045
Capital redempuon reserve 14 320.8 3208
Profit and loss account 14 1,770.8 27687
Shareholder’s funds 15 2,277.9 32758

The notes on pages 9 to 24 form part of these financial statements

The financial statements on pages 7 tc 24 were approved by the Board of Drectors on 9 Jure 2011 and

signied on its behalf by
Jherases

Sir Peter Mason KBE
Chairman

Company registraticn number 2366623




Thames Water Limited

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

The following accounting palicies have been applied consistently in dealing with items which are
considered matenal in relation to the financial statements

Basis of preparation

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

In accordance with the requirements of FRS 18, the directors review the Company’s accounting policies w
ensure that they remain the most appropnate to its particular circumstances for the purpose of giving a
true and farr view

The Company Is exempt by virtue of s400 of the Companies Act 2006 from the requirement to prepare
Group financial statements These financial statements present information about the Company as an
indwidual undertaking not about its Group

CGeing concemn

The financial statements have been prepared on the going concern basis  This 1s based upon a review of
the Group's budget business plan and investment programme, together witn tne cash and committed
borrowing fecihties avadable

Summary of significant accounting policies

The principal accounting polcies adopted in the preparation of the financial staternents, wh.ch have been
apphea consisienmly are sew oul pelow

(a) Investments

investments neld as fixea assers ale swated at cost iess provisions for Imparment in vaiue  impairment
ieviews are performed by the directors when there has been an indication of potential impairmeit

(b) Related party disclosures

A5 tha Comoany i1s a wholly owned subsidiary of Thames Water Holdings Limited, the company has taken
advantage of the exemption contained n FRS8 and has therefore pot disclosed transactions or balances
with entitias which form part of tha group {or investees of the group qualfying as related partes) The
consoliaated financial statements of Kemble Water Finance Limited which Is the smailest company of the
group to produce consolidated financial statements within which this company 1s included can be obtanad
from the address in ncte 19

{c) Cashflow

Under FRS4 the Company (s exempt from the requirement to prepare a cash flow statement on the grounds
thar a parent undertaking inciudes the company 1 its own pubishied consohdated financiai statements

(d) Dividends
Dvidends unpaid at the balance sheet date are only recogmised as a liability at that date to the extent that
they are appropnately autnonsed and are no longer at the discretion of the Company Unpaid dividenas that

do not meet these cntena are disciosed 1n the notes to the financial strarements

Dividend income 1s recognised when there 1s a tegal nght to recewve



Thames Water Limited

Notes to the financial statements for the year ended 31 March
(continued)

1 Principal accounting policies (continued)

(e) Taxation

The tax expense in the peniod represents the sum of current tax and deferred tax
Current taxation

Current tax, including UK corporation tax and foreign tax, i1s based on the taxable profit for the penod and
Is provided at amounts expected to be paid (or recovered) using the tax rates and laws that have been
enacted or substantially enacted at the balance sheet date

Taxable profit differs from the net profit as reported in the profit and loss account because it excludes
items of income or expense that are taxable or deductible in other years and it further excludes items that
are never taxable or deductible

Consideration recevable or payable In respgct of losses sumrenderad or claimed by way of group relief is
dealt with in the profit and loss account

Deferred taxation

Deferred tax 1s recognised in respect of all timing diferences between the treatment of certain tems for
taxation and accounting purposes which have ansen but not reversed by the balance sheet date except
as otherwise requiied by FRS 15

A net deferred tax asset is regarded as recoverable ana therefcre recognisea criy when, on the basis of
all avalable svidence it car be regarded as mere hkely thar pot that there wll be suttable taxable prefits
against which to recover carmed forward tax losses and from which the future reversal of underlying tming
differences can be deducted

Deferred taxation 1s measured at the average tax rates that are expected to aoply in the periods in which
the brming differences are expecied to reverse, based on tax rates and laws that have been enacted by
the balance sheet date

Defaired tax is charged or credited 1n the profit and loss account except whan it relates to items charged
oF crecited to equity, in which case the deferred {ax 15 a'so deait with via the Staterrent of total recognesed
gains and josses

N Foreign currencies

lransactions in foreign currencies are recorded using the rate of exchange ruting at the date ot
transaction Monetary assets and habiities denominated in foreign currencies are translated using the
contracted rate or the rate of exchange ruling at the balance sheet date and the gains or losses on
translation are included in the profit and loss account

a) Provisions

Provisiops are recognised without discounting whep the Company has a present legal or constructve

obligation as a result of past eveiits, it 1s probable that an outflow of resources wili be required to settie the
obligation, and the amount can be reliably estimated

10




Thames Water Limited

Notes to the financial statements for the year ended 31 March
(continued)

1 Principal accounting policies {continued)
(h) Cash
Cash comprises cash at bank and in hand deposits and other short-term highly lquid investments which

are readily convertible on inihal investment into known amounts of cash at any ime without penalty or if a
matunity or penod of notice of not more than 24 hours or one working day has been agreed

(n) Financial risk management

The Company has access to the Group Executive Management Team and receves regular reports from all
areas of the business to enable prompt identification of financial and other nisks so that appropnate actions
can be taken

The Company’s operations expose It to a variety of financial risks that include the effects of changes in debt
market prices, liquidity nsk, interest rate nsk and exchange rate nsk

The Company's ireasury operdiions are managed centrally by a smail specialist tearn, which operales with
the dalegated authortty of, and under poicies approved by, the Beard of Directors

The cperaton of the treasury function s governead by spaciiic policies and procedures that set out Specic
guidelnes for the management of ierest rate nsk and foreign exchange nisk and the use of financial
nstruments Treasury pelicy and orocedures are incorporatec wathin he financial control orocedures cf the
Company

¢ interest receivabte

Interast recevahle 1s recogrised n the profit and ioss account on 2n accruals basis

(k) Interest Payable

Interest pavable 1s recognised in the profit and loss account on an accruals basis

N Pension and other post retirement benefits

The Company operates one pension scheme only, being a defined benefit scheme providing retrement
sencfits tc a previous director and their spouse based cn fina! salary The scheme s an unfunded
arrangement but s secured aganst assets heid by the Company There are no benefits currenily being
acerued with the schama and no contributions are currentiy being paid by the Compary

A full actuanial valuation of the scheme is carried out each year Defined benefit assets are measured at
fair value while liabitties are measured at present value (which approximates to fair value)

The diference betwean the assets and liabilibes of the scheme aie recogiised as a surpius (to the extent
that the surplus I1s recoverable) or obligation in the balance sheet

The difference between the expected return on scheme assets and interest op scheme habtities 's
incluced within other finance income/expense in the profit and loss account

Actuanal gains and losses are recognised outside the profit and loss account in retasned earnings and
presented 'n the Statement of total recognisea gains and losses

11



Thames Water Limited

Notes to the financial statements for the year ended 31 March
(continued)
2 Income - release of provisions
31 March 31 March
2011 2010
£m £m
Release of provisions (see note 12) 2.9 354
Included in the above 1s auditor's remuneration in respect of the following
Fees payable to current audrtors
31 March 31 March
2011 2010
£m £m
“Audit fees in relation 1o subsidianes and fellow subsidianes 01 01
No other fees were payable to KPMG Audit Plc in either vear
3 information regarding directors and employees
Directors’ emoluments
31 March 31 March
2011 2C190
e - £m £m
__Aggregate emcluments c.5 e7

Other than as noted abave and inciuded i note 18, no other amounts were payable to any of these
dirgciors  NO remunerabon was paeyable in respect of any siternate directors whose penod of service can

be found in the Directors’ Repoit on page 2

At 31 lAarch 2011, ne retirement benefits are accruing o direciors {year ended 31 March 2016 £Mi)

under a defined benefit pensor scheme

Dunng the year, no directors (year ended 31 March 2010 Nil} exercised share options

12



Thames Water Limited

Notes to the financial statements for the year ended 31 March

(continued)

3 Information regarding directors and employees {(continued)

Highest paid director

31 March 31 March
2011 2010
£m £m
Aggregate emoluments 0.1 03
4 Interest receivable and similar income
31 March 31 March
2011 2010
£m £m
Recewable from group undertakings 222.8 2712
Other nterest receivable 0.4 33
223.2 274 5
8 Interest payable and similar charges
31 March 31 March
2011 2010
£m £m
interest payabie 10 group underiakings - 102)
6 Other finance expenses
31 March 31 March
2914 2010
£m £m
Expectea returr on pension scheme assets G4 i03)
interest on gension scheme habiities (0.3} 63
0.1 -

13




Thames Water Limited

Notes to the financial statements for the year ended 31 March
(continued)
7 Taxation on profit on ordinary activities
Analysis of charge in the year
31 March 31 March
2611 2010
£m £m
UK Cormporation tax
Current tax on income for the penod 61.2 751
Adjustments in respect of previous pernods 086 17
Overseas tax 0.1 -
Total current tax 61.9 76 8
Deferred tax
Ongination and reversal of iming differences 0.1 01
Adwmistments in respect of previous perinds 0.1 (0 5)
Totai defeired tax 0.2 (04)
Taxation on profit on ordinary activities §2.1 75 4

Factors affecting tax charge foi year

The current ta¥ charge for the year s lower (2010 lower) than the stanoard rate of corporauon tax 'n the

Uk of 28% (2010 28%) Tne differences are evplaren below

31 March 31 March
2091 2010
£m fm
Current tax reconcihation
Profit on ordinary activiies before taxation 230.7 328 6
Frofit on ordinary activilies multipiied by standard rate of corporation
tax in the UK of 28% (2010 28%) 64.6 920
Effects of
Incoima not taxable 3.3} {16 8
Adjustments In respect of previous periods 0.6 17
Overseas taxation 0.1 -
Other hming differences (0.1) 1)
Current tax charge for the year 61.9 758

Factors affecting the future tax rate

On 23 March 2011 the Chanceallor announced the reduction in the mamin rate of UK corporation tax to 26
per cent with effect from 1 April 2011 This change became subsiantively enacted on 29 March 2011 and
therefore the effect of the rate reduction creates a reduction in the deferred tax asset which has been

included in the figures above

14




Thames Water Limited

Notes to the financial statements for the year ended 31 March
(continued)

8 Dividends
31 March 31 March
2011 2010
£m £m
Equity - Ordinary
First Interim dividend paid 21 08p (2010 16 86p) per £0 23p ordinary share 75.0 600
Second Inter'm dividend pard 275 74p (2010 36 82) per £0 23p crdinary share 981.0 1310
Third Interim dividend paid 21 08p (2010 Nil) per £0 23p ordinary share 75.0 -
Fourth Interim dividend paid 10 09p (2010 Nil) per £0 23p ordinary share 35.9 -
1,166.9 1910
9 Fixed asset investments
The Company's fixed asset tnvestrments can be analysed as foilows
Shares in Loans t¢ Loans to
group Participating group participating
undertakings interests  undertakings interests Total
£m £m Em £m £m
Cost:
At 1 Apni 2010 and 31 March 2011 432 300 4192 4C 0 £32.4
Provisions:
At 1 Apnii 201C (22 1) (3¢ Q) {321°7) (400} (423.8)
Prowvided in the year - - 21 - 12.1)
At 31 March 2011 {22.1) {30.0) {333.8) (40.0; (425.9)
Net Book Vaiue:
At 31 March 2011 2141 - 85.4 - 406.5
_ At1Apni 2010 ) 211 - 875 - 108 6

15




Thames Water Limited

Notes to the financial statements for the year ended 31 March

(continued)

9 Fixed asset investments (continued)

Year end

Country of
incorporation

Description

Nature of business

Interests in group undertakings:

Direct:

Thames Water 31 March
Utilittes Holdings
Limited

Kennet Properties 31 March
Lirruted

Thames Water 31 Maren
Investments Limitea

Indirect (through Thames Water Utilities Holaings Limited):

Thames Water 31 March
Utilities Limited

Thames Watar 31 March
Utlties F.nance

Limited

Thames VWater 31 March

Utiites Cayman
Finance Limited

interests in participating interesis:

Diract:

*Metronet Raill BCV 31 March
Holdirgs Limuted

*Metronet Rarl SSL 31 March
Holdings Limited

-
[« ]

England & Wales

England & Wales

England & Wales

Englard & Walas

England & Wales

Cayman isiands

England & Wales

England & Wales

Indirect (through Thames Water Investments Limited):

Trans4m Limited 31 March

England & Wales

Ordinary £1

Ordinary £1

Ordinary £1

O-dinary £1

Ordinary £1

Crdinary $1

Ordinary £1

Ordmary £1

Ordinary £

Holding Company

Property

Pioperty

Ragulated Wate-
Qoerations

Fiance Company

Finance Company

Maintenance and
upgrade of London
Undergrounid

Maintenance and
upgrade of London
Underground

Contract management
for stations ard cwl
assels

* These comparies are in administration

Advamnage 1s taken of 8410 of the Companies Act 2006 and information 1s given only with respect to such
undertakings whose financia! posttten principally affects the figures of the Company A full st of
subsidiary undertakinge will be filed at Companies House with the Compary's annuz! return

16




Thames Water Limited

Noteé to the financial statements for the year ended 31 March
(continued)

10 Debtors

Amounts falling due within one year:

31 March 31 March
2011 2010
£m £m
Amounts owed by Group undertakings 1,336.6 1,000 8
Frowsion for doubtful debts {3.0) (30)
Deferred tax asset 1.0 12
Other debtors 1.5 12
1,336.1 1,000 2

Amounts owed by Group undertakings
£Em £m
Inter-company loans due within one year 136.3 286 3
Nor lcan amounts dug within one year 1,200.3 7145
1,336.6 1,000 8

Amounts owed by Group undertakings are unsecured, repayavle on dermand and inerest iiee except the
foilowing loans

« £136,300,000 (2010 £136,300,000) owed by Kembie Water Liberty Limited, on which interest 1s
based on LIBOR + 0 50%

The deferred tax asset of £1 Om {2018 £1 2m) relates to cther timing differences

Recangilkaticn of movements :n deferrad tax Total

£m
At 1 Apnl 2010 12
Charge In year o1
Prior year credit o1
At 31 March 2011 10

Tne Chancelior aiso proposed changes to further reduce the main rate of corporatuon tax by 1% per
annum to 23 % by 1 Apnt 2014, but these changes have not yet been substantively enacted and therefore
are not included in the figures above The overall effect of the further reduchons from 26% tc 23%, If
these applied to the deferred ax balance at 31 March 2011, would be to further reduce the deferred tax
asset by approximately £115,200

17



Thames Water Limited

Notes to the financial statements for the year ended 31 March
(continued)

10 Debtors (continued)

Amounts falling due after more than one year:

31 March 31 March

2011 2010

£m £m

Amounts owed by Group undertakings — loans 2,317.1 2,746 0
Amounts owed by Group undertakings — non loan amounts 18.7 6737
2,335.8 34197

Amounts owed by Group undertakings are unsecured and interest free except the following loan

£2,317,015,000 (2010 £2,746,000,000) owed by Thames Water Utiites Holdings Limited, being the
unpaid deferred censideration on the nurchase of Thames Water Utibties Limited, on whrch interest s
payaple at 10% Repayment is at the discretion of the Company put must be repaia by 2056 Interest

repayment on this loan 1s determined by agreement between both parties No repayment date has been
set for interest incurred

1 Creditors: amounts falling due within one year
31 March 31 Margch
2011 2010
£m £m
Bank overdraft 12.5 190
Amounts owed to Group undertakings 1,435.9 12025
Group relef 65.4 1051
Other creditors 1.3 13
Accruais and deferred Income {6.3} 01
1,515.9 1,328 0

The Company's bank accounts are with National Westminster Bank Pic  These bank ancounts along with
& number of other Greuo bank accounts form part of a cross-company guarantee arrangemant with the
pank Should the net position be overdrawn, then this 1S unsecured

Amounts owead to Group undertakings are:

31 March 231 March

2011 2010

£m £fm

Inter-company loans 1,436.3 12018
Non-loan amounts g.1 06
1,436.4 1,202 5

18



Thames Water Limited

Notes to the financial statements for the year ended 31 March
(continued)

12 Provisions for liabilities and charges
Other Total
£m £m
At 1 April 2010 {82) (82)
Release of provisicn 29 29
Utihsation of provision 02 02
At 31 March 2011 (5.1) {5.1)

Other provisions include the following items:
Metronet and Trans4m

The Group helds a 20% interest 'n Metronet Raid SSL Limited and Metronet Ra:l BCV Limited (together
“Metronet”)

The Group also hoids a 25% interest in Trans4dm Limied (' Trans4m™), the company contracted by
Metronet to deliver £1 86 billion cf station upgrade and crvil engineering works

As a 1esuit of significant projected cost overtuns and msufficient iquidity, 3 PPP Adrarusirator was
appointea to Metronet in 2007 The Group conunues to maintatn its ownership in Metronet ana Trans4m,
however both companies are ne longer trading, and the Group has no further cbligatons to provide debt
or equity to Matranet or Transdm A bgquidator has been appomnisd to Metronet and the companies are n
the process of being wound up

13  Cailed up share capitai

31 March 31 March
2011 2010
£m £
Allctted, calied up and fully paid:
355,770,743 ordinary shares of 23p each 81.8 818
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Thames Water Limited

Notes to the financial statements for the year ended 31 March

(continued)
14 Share premium and reserves
Capital Profit
Share redemption and loss
premium account account Total
£m £m £m £m
At 1 Apnl 2010 104 5 3208 27687 31940
Profit for the year - - 1686 168 6
Dividends paid - - (1,166 9} (1,166 9)
Actuanal gain on pension scheme - - 04 04
At 31 March 2011 104.5 320.8 1,770.8 2,196.1
15 Reconciliation of movements in sharcholder’s funds
31 March 31 March
e e 20 2010
£m m
Sharehglder's funds at the beginning of the year 3,275.3 3214 4
Profit for the vear 168.6 2522
Dividends pard {1,166.9) (191 0)
Actuanal gain in pension scheme 04 03
_ Movement in deferred tav retating to pension scheme _ 0
2,277.9 3,275 8

Closing_sharehelder’s funds

16 Guarantees

At 31 March 2011, the Company has guaranteed the averdrafts and loans of ceffain subsidiaries up o a
maximum of £40 Om (2010 £40 Om) The Company has also guzranteed facihhes for contract bonding
on behaif of certan subsidianes amountng to £6 Aim at 31 March 2041 (2610 £6 3m)

In addhon, there are 2 number of parent company guarantees in respect of subsidiary company
contractual obligations as well as legacy non Thames Water Limited group companies that have been
entered into in the normal course of business No unprovided loss 1s expected tc anse under these

arrangements
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Thames Water Limited
Notes to the financial statements for the year ended 31 March
(continued)

17 Pension schemes

Defined benefit pension scheme

The Company operates one pension scheme only. being a defined benefit scheme providing retirement

benefits to a previous director and their spouse based on final salary

The scheme 1s an unfunded arrangement but 1s secured against assets held by the Company There are
no benefits currently being accrued with the scheme and no contributions are currently being paid by the
Company The latest full valuation was carned cut at 31 March 2011 by independent actuaries Mercer

Limited

The latest full actuarnial valuatton was undertaken as at 31 August 2008 This valuation has been updated
at 31 March 2011 by Mercer Limited (Mercer) (independent and professionally qualfied consulting
actuanes) using revised assumptions that are consistent with the requirements of FRS 17 and shown in
this note to the accounts The recent exceptional volatiity on the credit markets has impacted the penston

valuation as calculated under the requirements of FRS 17

Reconciliation of funded status to balance sheet

31 March 31 March

2011 2010

fm £m

Far value of scheme assets 10.2 96
Prasent vaiue of scheme uabties 15.8) (57)

Surplus In schieme 4.4 38

Asset recognised on the balance sheet a4 39
Deferred tax hiability {1.1) (11

Net pension asset 3.3 28

Movement in the present value of scheme liabilities

31 March 31 March

2011 2010

£m £m

Opening present va'ue of scheme liabiities 57 49

Interest cost 0.3 03

Actuarizl losses ¢n scheme habilities 0.1 o8
Netbeneftpadout . __ 3 @03

Closing present vaiue of scheme liabiiities 5.8 57
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Thames Water Limited

Notes to the financial statements for the year ended

31 March
(continued)
17 Pension schemes (continued)
Movement in fair value of scheme assets
31 March 31 March
2011 2010
£m £m
Opening farr value of scheme assets 9.6 85
Expected return on scheme assets 0.4 03
Actuanal gains on scheme assefs 0.5 11
Net benefits paid out (0.3) {03)
Closing fair value of scheme assets 10.2 g6
Income recognised in the profit and loss account:
31 March 31 March
2011 2010
£m £m
Interest cost 0.3 03
Expected return on scheme assets (0.4) {0 3)
{0.1) -

Analysis of amount recognised in the Statemeiit of total recognised gains and losses.

31 Masch 31 March

2011 2010

fm £m

Actual return less expected reluln on pension scheme assets G.4 G3
Actuanal gain recogrused in the Statement of total recognised gains

and losses 04 §3

Cumulative amount of gains recognised in the Statement of
total recognised gains and losses 1.7 13
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Thames Water Limited

Notes to the financial statements for the year ended 31 March
(continued)

17 Pension schemes (continued)

Fair value of scheme assets and return on these assets:

The fair value of the assets held by the pension scheme, the long-term expected rate of return on each
class of assets and the average expected long-term rate of return obtained by weighting the individual
rates In accordance with the anticipated balance in the schemes’ investment portfolio are shown n the
following table

31 March 2011 31 March 2010 31 March 2009
Long- Long-term Long-term
term expected expected
expected Value rate of Value rate of Value
rate of £m return £m return £m
. return . e
Index-linked Giits 4 15% 92 4 25% 8 4 20% 798
Other assets 4 40% 10 4 50% 08 340% 06
Average expected long-term
rate of rewurn/total farr value of 4 17% 1072 4 27% 98 4 4% 85
assets

The Company employs 3 bullding block approach @ determunming the 'org-term rate of return or penson
plan assets Historical markets are studied and assets with nigher voatuy are assumed to generate
higher relums consistent with wadely accepted capital market prncples  The assumed long-term rate of
return on each asset class 's set out within this note  The overall expected rate of return on assets 1s then
derived by aggregaung the expected return for eacn assert class over the actual asset allocation for the

schemes

The main financial assumptions useo for FRS 17 purposes are as follows:

31 March 31 March 3% March

2011 2010 2009

Price inflation 35% 35% 32%
Pension incieases 35% 35% 32%
iscount rate for scheme habilihes 5 5% 5 6% 6 6%

In valung the liabities of the pension schemes of the Group, including the Company’s penston scheme at
31 March 2011, mortality assumptions have been made as indicated beiow These mortality assumptions
are In line with those adopted for the year ended 31 March 2011 except for an allowance has been made
for mimmum annual rates of improvements in life expectancy of 1 0% p a for both males and females

The meortalty assumptions 2re based on standard mertality tables which allow for future mortality

improvements The assumptions are that a member currently agea 60 wiil ive on average for a furtner 24
years for both males and females
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-

Notes to the financial statements for the year ended 31 March
(continued)

17 Pension schemes (continued)

History of fair value of assets, present value of liabilities, surplus in scheme and experience gains
and losses:

31 March 31 March 31 March

2011 2010 2009

£m £m £m

Fair value of scheme assets 10 2 96 85
Present value of scheme habilities (5 8) (57) (49)
Surplus In scheme 44 39 36

Experience adiustments

31 March 31 March 31 March

2011 2010 20039
£m £m £m

Expeitence gams/(iosses) on schieme assets
Amounts {05) 11 (C 4}
Percentage of scheme assets 4 9% 11 5% -4 7%
Experience (losses)/gains on scheme liabilities
Amounts - - o1
Percentage of present value scheme 'abiites - - -2%
Total amount recognised in the Statement of Total
Recognised Gams and Losses
Amounts (0 5) 11 {G5)
Percentage of present value of scheme habilities 4 9% 11 5% -10 2%

18 Relaled parties

Dunng the year, an ndirect subsihary of the Company made a payment of £40,000 (2010 £222 500) to C
R Deacon, a director, for consultancy services

19 Immediate and ultimatz parent company and contrelling party

Tne immediate parent undenaking s Thames Water Holdings Limied, which owns 106% of the share
capital

Kemble Water Finance Limited, a company incorporated s the United Kingdoim 1s an intermediate parent
company and tne smaliest group to consolioate tnese financial statements

The drrectors consider the ultimate parent company and controling party 1s Kemble Water Holdings
Limited, a company incorporated in the United Kingdom and largast group o cansokdate these financial
statements Copies of the accounts of all of the above companies may be obtained from The Company
Secretary's Office, Thames Water Group, Clearwater Court, Vastern Road, Reading, Berkshire, RG1
808
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