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Interim management report 
 

 
The Directors have pleasure in presenting their management report, together with the financial statements for the six months to 30 
September 2022, on pages 3 to 11. 
 
Principal activities 
The principal activity of Dŵr Cymru (Financing) UK plc (‘the Company’) is that of an investment company providing long-term funding 
for the activities of Dŵr Cymru Cyfyngedig (DCC). 
 
Results and dividends 
The profit before taxation amounted to £233,444,000 (six months to 30 September 2021: loss of £67,093,000; year to 31 March 2022: 
loss of £91,988,000).  No dividend was declared or paid during the period (six months to 30 September 2021 and year to 31 March 
2022: none). 
 
Business review 
During the period the Company continued its activities as an investment company providing long-term funding for DCC, the only 
trading subsidiary in the Whole Business Securitisation of the Glas Cymru Holdings Cyfyngedig Group (‘the Group’). 
 
The Company has a special £135m liquidity facility which is a requirement of the Company’s bond covenants; it can only be drawn 
in the event that the Company is in default of its covenants and unable to pay its interest bills. The facility is renewable on a 
rolling five-year evergreen basis (next renewal due 3 April 2024).  
 
As at 30 September 2022 net assets stood at £176,518,000 (2022: net liabilities £24,047,000); these represent issued share capital 
and share premium of £3,083,000 (2022: £3,083,000), a capital contribution reserve of £57,433,000 (2022: £57,433,000) and a 
retained surplus of £116,002,000 (2022: retained deficit of £84,563,000) which is driven by the changes in fair value of derivatives.  
 
The current ratings of the Company’s bonds are summarised in the following table: 
 
Bond class Moody’s * S&P **  Fitch * 
A  A1   AA  A 
B  A3  A-  A 
C  Baa2  BBB  BBB+ 
 
* Stable outlook 
** Negative outlook 
 
The credit ratings of the Company’s class A bonds, which are guaranteed by Assured Guaranty Europe plc (“AG”) (A1/AA/NR), carry 
the higher of either Glas or AG’s rating; Moody’s and S&P therefore revert to the higher AG rating but Fitch reflects the underlying 
rating of the Glas bonds.   
 
During the period, the Company exercised the one-year extension of one of the Company’s revolving credit facility amounting to 
£60m which has been extended to 23 May 2023. The company received approval of the extension and remain undrawn at the date 
of the signed financial statements.  
 
Principal risks and uncertainties  
From the perspective of the Company, the principal risks and uncertainties are integrated with the principal risks of the group and 
are not managed separately. Accordingly, the principal risks and uncertainties of the Glas Cymru Group, which include those of the 
Company, are disclosed within the Group's annual report for the year ended 31 March 2022. Management does not consider that 
these have changed materially during the first six months of the year, nor that there will be any significant change between now and 
the end of the year. The Annual Report and Accounts are published on the Group’s website, www.dwrcymru.com, and are available 
from the Company Secretary on request. These key risks faced by the Group are as follows: public concerns about environmental 
issues; business continuity; climate change impacts and transition risks; health and safety major incident; information security, cyber 
risk and risk of IT system loss; performance and cost; loss of customer trust; loss of key talent, capability and competence; and 
macroeconomic risk that includes the cost-of-living crises and inflation and access to funding. Page 10 of this report refers to risk 
management of treasury activities within the company. 

Key Performance Indicators   
The company is part of a group controlled by Glas Cymru Holdings Cyfyngedig.  The directors of Dŵr Cymru (Financing) UK plc use 
group-wide key performance measures as indicators to the development, performance and position of the company. These are 
discussed in the Annual Report of Glas Cymru Holdings Cyfyngedig which does not form part of this report (available on the group’s 
website at http://www.dwrcymru.com/en/Reading_Room_Library/Company-Reports.aspx). 
 

http://www.dwrcymru.com/en/Reading_Room_Library/Company-Reports.aspx
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Interim income statement  
 

 

   Six months ended Six months ended Year ended 

   30 September 30 September 31 March 

    2022  2021  2022 

    (unaudited)  (unaudited)  (audited) 

 Note   £000  £000  £000 

         

         

Continuing activities         

         

   -  Financial income 3a   161,736  47,335  166,999 

   -  Financial expenses 3a   (160,801)  (47,928)  (158,709) 

   -  Fair value gains/(losses) on derivative financial instruments 3b   232,509  (66,500)  (100,278) 

         

Profit/(loss) before taxation     233,444  (67,093)  (91,988) 

         

Taxation charge/(credit) 4   (32,879)  9,195  26,248 

         

Profit/(loss) for the period     200,565  (57,898)   (65,740) 

         
 

Underlying profit        

        

Profit/(loss) before taxation per income statement    233,444  (67,093)  (91,988) 

        

Add back:        

   -  Effect of fair value (gains)/losses on derivative financial instruments  (232,509)  66,500  100,278 

        

Profit/(loss) before taxation and fair value adjustments   935  (593)  8,290 

        

 
The Company has no other recognised gains or losses in the periods presented and accordingly a Statement of Comprehensive 
Income has not been presented.  
 
The notes on pages 7 to 11 are an integral part to these financial statements.
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Interim statement of changes in equity   
 

 
 

      
Six months 

ended 
 Six months 

ended 
Year 

 Ended 

      30 September  30 September 31 March 

  

Share  
capital 

£000 

Share  
premium 

£000 

Capital 
contribution 

reserve 
£000 

Retained 
earnings 

£000  

2022 
(unaudited) 

Total 
£000 

 2021 
(unaudited) 

Total 
£000  

2022 
(audited) 

Total 
£000 

            

Surplus/(deficit) at start of period  50 3,033 57,433 (84,563)  (24,047)  41,693  41,693 

            

Profit/(loss) for the period   - - - 200,565  200,565  (57,898)  (65,740) 

            

Surplus/(deficit) at end of period   50 3,033 57,433 116,002  176,518  (16,205)  (24,047) 

 
 
The notes on pages 7 to 11 are an integral part to these financial statements. 
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 Interim balance sheet  
 

   At  At  At 

  30 September 30 September 31 March 

   2022  2021  2022 

   (unaudited)  (unaudited)  (audited) 

Assets   £000  £000  £000 

Non-current assets        

Deferred tax asset   -  15,690  32,767 

Other financial assets:         

- loans to group undertakings   4,276,266  4,067,565  4,148,899 

- derivative financial instruments   281,138  68,806  384,538 

   4,557,404  4,152,061  4,566,204 

Current assets        

Cash and cash equivalents   693  516  719 

Other financial assets:        

- loans to group undertakings   12,500  23,696  20,000 

- derivative financial instruments   51,474  57,192  60,084 

   64,667  81,404  80,803 

         

Total assets   4,622,071  4,233,465  4,647,007 

        

Liabilities        

Current liabilities        

Trade and other payables   (24,835)  (24,209)  (732) 

Other financial liabilities:        

- borrowings   (12,500)  (47,673)  (20,000) 

- derivative financial instruments   (10,132)  (15,371)  (17,243) 

   (47,467)  (87,253)  (37,975) 

        

Net current assets   17,200  (5,849)  42,828 

        

Non-current liabilities        

Other financial liabilities:        

- Deferred tax   (87)  -  - 

- borrowings   (3,801,265)  (3,732,717)  (3,792,978) 

- derivative financial instruments   (596,734)  (429,700)  (840,101) 

   (4,398,086)  (4,162,417)  (4,633,079) 

         

Total liabilities   (4,445,553)  (4,249,670)  (4,671,054) 

         

Net assets   176,518  (16,205)  (24,047) 

        

Equity        

Share capital   50  50  50 

Share premium   3,033  3,033  3,033 

Capital contribution reserve   57,433  57,433  57,433 

Retained earnings   116,002  (76,721)  (84,563) 

Total equity   176,518  (16,205)  (24,047) 
        

The interim financial statements on pages 3 to 6 were approved by the Board of Directors on 21 December 2022 and were signed on its 
behalf by: 

 
  
Mike Davis       
Director       
The notes on pages 7 to 11 are an integral part to these financial statements.
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Interim statement of cash flows 
 

 
 

 Six months ended Six months ended Year ended 

 30 September 30 September 31 March 

  2022  2021  2022 

  (unaudited)  (unaudited)  (audited) 

  £000  £000  £000 

Cash flows from operating activities       

Interest received  29,425  29,402  156,560 

Interest paid  (29,451)  (29,359)  (156,107) 

Net cash flow from operating activities  (26)  43  453 

       

Cash flows from financing activities       

Loan issued to group undertakings  -  (297,077)  (297,077) 

Loan repaid by group undertaking  12,500  15,909  24,545 

Bond issue  -  297,077  297,077 

Term loans repaid  (12,500)  (15,909)  (24,545) 

Other cash receipt from/(payment to) group undertakings  -  207  - 

Net cash flow from financing activities  -  207  - 

       

(Decrease)/increase in cash and cash equivalents  (26)  250  453 

       

Cash and cash equivalents at start of period  719  266  266 

       

Cash and cash equivalents at end of period  693  516  719 
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Notes to the condensed interim financial statements 
 

 
1. Basis of preparation 
 

Dŵr Cymru (Financing) UK plc (‘the Company’) is a public limited company incorporated, domiciled and registered in 
Wales in the UK. The registered number is 11949988 and the registered address is Linea, Fortran Road, St Mellons, 
Cardiff, CF3 0LT. The Company is part of a group headed by Glas Cymru Holdings Cyfyngedig (‘the Group’) and it exists 
solely to act as an investment company providing long-term funding for the activities of Dŵr Cymru Cyfyngedig, a 
regulated water and sewerage undertaker and fellow group company. 
 
These interim financial statements have been prepared in accordance with IAS 34 Interim Financial Reporting and 
should be read in conjunction with the Company’s last annual financial statements for the year ended 31 March 2022. 
They do not include all of the information required for a complete set of IFRS financial statements, however selected 
explanatory notes are included to explain items that are significant to an understanding of the changes in the Company’s 
financial position and performance since the last financial statements. 
 
The principal accounting policies adopted in the preparation of these condensed interim financial statements are 
consistent with those of the previous set of published Annual Report and Accounts for the year ended 31 March 2022. 
 
Estimates 
 
The preparation of interim financial statements requires management to make judgements, estimates and assumptions 
that affect the application of accounting policies and the reported amounts of assets and liabilities, income and 
expenditure.  Actual results may differ from these estimates. 
 
In preparing these condensed interim financial statements, the significant judgements made by management in 
applying the Company’s accounting policies and the key sources of estimation uncertainty were the same as those that 
applied to the financial statements for the year ended 31 March 2022 with the exception of changes in estimates that 
are required in determining the provision for income taxes and derivative financial instruments.  
 
Taxes on income in the interim accounts are accrued using the tax rate that would be applicable to expected total 
annual earnings. 
 
Derivative financial instruments 
 
Derivative instruments utilised by the Company are interest rate and inflation swaps. Derivative instruments are used 
for hedging purposes to alter the risk profile of existing underlying exposures within the Company and the Group as a 
whole. 
 
Derivatives are recognised initially and subsequently re-measured at fair value. The fair values of derivative financial 
instruments are provided by swap counterparties. Management performs an independent valuation of these contracts 
which is then compared to the counterparty confirmations; management makes an adjustment for the Company’s own 
credit risk using this valuation tool to extract an average of traded bond spreads at the balance sheet date.  
 
During the period to 30 September 2022, one of the Company’s derivatives qualified for hedge accounting under IFRS 
9. The Company has selected not to apply hedge accounting to the qualifying hedge instrument. Our hedge instruments 
are carried at fair value through profit or loss with changes in fair value being recognised immediately in the income 
statement. 
 
Deferred taxation 
 
Deferred corporation tax is provided, using the liability method, on all temporary differences at the balance sheet date 
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.  
 
Deferred tax liabilities are recognised in respect of all temporary differences. Deferred tax assets are recognised for all 
deductible temporary differences, carry-forward of unused tax assets and tax losses, to the extent that they are 
regarded as recoverable. They are regarded as recoverable where, on the basis of available evidence, there will be 
suitable taxable profits against which the future reversal of the underlying temporary differences can be deducted. The 
carrying value of the amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent 
that it is no longer probable that sufficient taxable profit will be available to allow all, or part, of the asset to be utilised. 
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Notes to the condensed interim financial statements  
 

 
1. Basis of preparation (continued) 
 

Deferred taxation (continued) 
 
Deferred corporation tax assets and liabilities are measured at the tax rates that are expected to apply to the year when 
the asset is realised or the liability is settled, based on the tax rates that have been substantively enacted at the balance 
sheet date. 
 
Going concern 
 
The financial statements have been prepared on the going concern basis as the Directors have a reasonable expectation 
that the Group and parent company have adequate resources for a period of at least 12 months from the date of their 
approval and that there are no material uncertainties to disclose. 
 
In assessing the appropriateness of the going concern basis of accounting the Directors have reviewed the resources 
available to the Group in the form of cash and committed bank facilities as well as consideration of the Group’s capital 
adequacy. 
 
The Group is the custodian of a long-term business and long-term viability is built into every aspect of the Group’s risk 
management and business planning processes. The Group ensures the continued robustness of the Group’s risk 
management controls and financial forecasting through regular Board challenge of risk identification and assessment 
and forecasting assumptions. These processes are ongoing and have been designed to monitor inherent and existing 
risks and to capture emerging risks at the earliest level. 
 
The Group’s Directors have considered the magnitude of potential impacts resulting from uncertain future events or 
changes in conditions, and the likely effectiveness of mitigating actions that the Directors would consider undertaking. 
The financial plan has been subjected to a number of severe but plausible downside scenarios in order to assess the 
Group’s ability to operate within existing covenants and facilities. These scenarios consider: the potential impacts of 
increased totex costs, including a significant one-off totex impact arising in the assessment period; low and high inflation 
environments; elevated levels of bad debt; outcome delivery incentive penalties; interest rate fluctuations affecting our 
financial derivatives and pension scheme; and the impact of these factors materialising on a combined basis. Mitigating 
actions were considered including: the deferral of capital expenditure; a reduction in other discretionary totex spend; 
the early termination of expensive debt; and an extension of revolving credit facilities. The Group’s Directors have also 
assessed potential impacts resulting from the conflict in Ukraine with primary impacts being cost volatility associated 
with energy prices and high inflation, and secondary supply chain and chemical price impacts, none of which poses a 
significant concern to disclose in relation to the Group’s ability to continue as a going concern.  
 
Reduced cash flows would impact on key financial metrics, in particular interest cover ratios. In the extreme downside 
scenario, gearing and interest covers retain headroom within the trigger levels specified in borrowing covenants; and 
whilst the reduced cash flows weaken our financial metrics, they remain within rating agencies’ guidance for our current 
ratings. 
 
Having considered these matters in relation to Group-wide activities, the Directors do not believe there are any material 
uncertainties to disclose in relation to the Company’s ability to continue as a going concern. 

 
 

2. Segmental information 
 

The Company’s business is solely to act as an investment company providing long-term funding for the activities of Dŵr 
Cymru Cyfyngedig and therefore it operates in a single segment. 
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Notes to the condensed interim financial statements  
 

 
3. Net financial expense 

 

 Six months ended  Six months ended Year ended 

a) Financing cost before fair value gains/(losses)  
30 September 

2022 
 

 
30 September 

2021  
31 March  

2022 

  £000   £000  £000 

  (unaudited)   (unaudited)  (audited) 

        

         Financial income:        

         Intercompany  161,736   47,335  166,999 

        

         Financial expenses:        

         Interest payable   (160,801)   (47,928)  (158,709) 

        

Net financial income/(expense) before fair value 
adjustments  

935 
 

 
(593) 

 
8,290 

 
 

b) Fair value gains/(losses) on derivative 
financial instruments  

Six months ended 
30 September 

2022  

Six months ended 
30 September 

2021  

Year ended 
31 March  

2022 

  £000  £000  £000 

  (unaudited)  (unaudited)  (audited) 

       

Fair value gains/(losses) on derivative financial 
instruments before indexation  232,509  (66,500)  (100,278) 

 

 

4. Taxation  

  

Six months ended 
30 September 

 2022  

 Six months ended 
30 September 

2021  

 Year ended 
31 March  

2022 

    £000  £000  £000 

  (unaudited)  (unaudited)  (audited) 

Corporation tax       

Group relief  (24)  (24)  (48) 

Deferred tax       

Current period movements  (24,970)  9,219  26,296 

Adjustment for prior periods  (7,885)  -  - 

  (32,879)  9,195  26,248 

         

Profit/(loss) before tax  233,444  (67,093)  (91,988)  

(Profit)/loss before tax multiplied by the corporation tax 
in the UK of 19% 

 (44,354) 
 

12,748 
 

17,478 

Effects of:       

Release of fair value adjustments - not deductible for tax  154  (137)  1,526  

Fair value movements on derivatives - not taxable/ 
(deductible) 

 19,206 
 

(7,182)  (620) 

Effect of tax rate changes - deferred taxes calculated at 
25%  

 
(7,885) 

 
3,766 

 
7,864 

Total taxation (charge)/credit  (32,879)  9,195  26,248 

       
 
 
 



 

Page 10 – Dŵr Cymru (Financing) UK plc  
Interim Report and Accounts for the six months ended 30 September 2022 

 

Notes to the condensed interim financial statements  
 

 
5. Analysis and reconciliation of net funds 

a) Net funds at the balance sheet date may be 
analysed as:  

 Six months ended 
30 September  

2022  

 Six months ended 
30 September  

2021  

  Year ended 
31 March  

2022    

    £000  £000   £000 

   (unaudited)  (unaudited)   (audited) 

         

         Cash and cash equivalents   693  516   719 

         Financial assets: group receivables   4,288,766  4,091,261   4,168,899 

            4,289,459  4,091,777   4,169,618 

         

         Net accrued interest   (24,769)  (24,119)   (618) 

         Debt due after one year   (3,801,265)  (3,732,717)   (3,792,978) 

         Debt due within one year   (12,500)  (47,673)   (20,000) 

   (3,838,534)  (3,804,509)   (3,813,596) 

         

         Net funds   450,925  287,268   356,022 

          

 

b) The movement in funds debt during the period may 
be summarised as:  

 Six months ended 
30 September 

 2022  

 Six months ended 
30 September  

2021  

  Year ended 
31 March  

2022        

    £000  £000   £000 

   (unaudited)  (unaudited)   (audited) 

         

         Net funds at start of period   356,022  254,179   254,179 

         

         (Decrease)/increase in net cash    (26)  250   453 

         Decrease in receivables    119,867  299,644   377,282 

         (Decrease)/increase in debt   59,519  (233,456)   (209,623) 

         Increase in net funds arising from cash flows   179,360  66,438   168,112 

         

         Amortisation of bond issue premium   395  388   775 

         Indexation of index-linked debt   (60,701)  (10,203)   (67,011) 

         Movement in accrued interest   (24,151)  (23,534)   (33) 

         Movement in net funds during the period   (84,457)  (33,349)   (66,269) 

         

         Net funds at end of period   450,925  287,268   356,022 

         
 
6. Financial risk management and financial instruments 

 
The Company’s activities expose it to a variety of financial risks: market risk (including fair value interest rate risk, cash 
flow interest rate risk and price risk), credit risk and liquidity risk. 
 
The condensed interim financial statements do not include all financial risk management information and disclosures 
required in the annual financial statements; they should be read in conjunction with the Group’s annual financial 
statements for the year ended 31 March 2022.  There have been no changes in the risk management department or in 
any risk management policies since the year end.  
 
In accordance with IFRS 13 Fair Value Measurement trading and treasury derivatives of the Company are categorised 
into different levels: 
 
- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities; 
- Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either                      

directly (that is, as prices) or indirectly (that is, derived from prices); and 
- Level 3: inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs). 
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Notes to the condensed interim financial statements  
 

 
6. Financial risk management and financial instruments (continued) 

 
All of the Company’s treasury derivatives are categorised at Level 2 and as at 30 September 2022 were valued as follows:  
 
- Assets: treasury derivatives £332.6m (March 2022: treasury derivatives £444.6m); and 
- Liabilities: treasury derivatives £606.9m (March 2022: treasury derivatives £857.3m). 
 
Treasury derivatives relate to interest rate swap contracts and are recorded on the balance sheet at fair value. These 
have all been assessed as Level 2. 
 
Level 2 debt investments are valued using a discounted cash flow approach, which discounts the contractual cash flows 

using discount rates derived from observable market prices of other quoted debt instruments of the counterparties. 

 

 

 

 

 

 

 

 



 

Page 12 – Dŵr Cymru (Financing) UK plc  
Interim Report and Accounts for the six months ended 30 September 2022 

Dŵr Cymru (Financing) UK plc 
 
          Contact Address 
          Linea 
          Fortran Road 
          St Mellons 
          Cardiff 
          CF3 0LT 
 
 

Dŵr Cymru (Financing) UK plc 
 

UK Registered Office: Linea, Fortran Road, St Mellons, Cardiff, CF3 0LT, United Kingdom 
 
 
 

Management responsibility statement of the Board of Directors 
 
 
 

To the best of our knowledge, the financial statements have been prepared in accordance with the UK 
adopted international accounting standards in conformity with the requirements of the Companies Act 
2006 and give a true and fair view of the assets, liabilities, financial position and profit or loss of Dŵr 
Cymru (Financing) UK plc (‘the Issuer’). 
 
To the best of our knowledge, the management report includes a fair view of the development and 
performance of the business and the position of the Issuer, together with a description of the principal 
risks and uncertainties that we face. 
 

 
 
Director 
Name: Mike Davis 
 
21 December 2022 
 

 

 

 


