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For the attention of Jonson Cox, Chairman 

By email: ingrid.olsen@ofwat.gsi.gov.uk 

Sharon.Hewitt@ofwat.gsi.gov.uk 

Dear Jonson 

Board Leadership, transparency and governance - holding company principles 

I am writing on behalf of the Board of both Dwr Cymru and its holding company, Glas Cymru, to respond 

to Jonson Cox's letter of 16 January 2014 addressed to our Chairman, Robert Ayling, and the enclosed 

draft holding company principles. I am pleased to confirm that Dwr Cymru Welsh Water has no difficulty 

complying with the principles set out in the document. 

As a starting point, the Boards of Dwr Cymru and its holding company are identical, and share an 

identity of interests. As such, Board meetings of Glas Cymru and Dwr Cymru are held on a joint baSis, 

although with the ability to convene as a meeting of one or other company should this be appropriate 

(which happens rarely). The focus of the joint Board is entirely on building trust and increasing 

legitimacy with our members, which is in the long-term interests of the company's customers. 

1 - The holding company structure should be transparent, and explained in a way that is clear and 

simple to understand 

Given the majority of independent Non-Executive Directors on the Board of both companies, and the 

fact that no investor is represented on the Board, the holding company structure is entirely transparent. 

We will include the transparency of our explanation of the Group's structure in the 2014 annual report. 

2 - The holding company will provide information on debt and equity structures 

Dwr Cymru is a shareholder-free company. The investment in the company is detailed in the financial 

statements that accompany the annual report. 
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3 - The holding company will transparently demonstrate directors' interests and the nature of those 

interests 

As there is a unity of interest between the Board of Glas Cymru and that of Dwr Cymru, the annual 

report is entirely transparent about the nature of Directors' interests. Directors' external appointments 

are disclosed in our annual report and any cross directorships would be identified. 

4 - The holding company will explain which matters that impact on the regulated company are 

reserved to the holding company Board 

Our 2014 annual report will include an explanation of matters reserved to the Board. As there is a unity 

of interest, there is no possibility of the holding company Board unduly involving itself in the decision

making ofthe regulated company. 

5 - The holding company will transparently demonstrate the governance standards that it applies, 

including how it meets these principles 

We intend to publish a governance code which will demonstrate how the Group meets the two sets of 

governance principles published by Ofwat, as well as the requirements of the UK Corporate Governance 

Code. Details of the governance code will be included in the annual report. Significant changes to 

corporate governance are already reported in the annual report. 

6 - The holding company will not put the obligations and requirements of the regulated company at 

risk 

The holding company, Glas Cymru, has no separate activities that would impact negatively on the 

regulated company's ability to meet its obligations, and there is a good understanding at Board level of 

the duties and obligations of the regulated company. 

7 - The holding company should provide the regulated company with the information that it requests 

about the activities of the wider group 

As meetings of the Board of Dwr Cymru and its holding company are held on a joint basis, there is full 

transparency of information about the wider group. 

8 - The holding company should disclose any issues at the group level which may impact on the 

regulated company 

As stated above, there is full transparency of information. 

9 - The holding company should allow the Board of the regulated company to run the business as if it 

is a separate, public limited company 

Given the unity of interest between both companies, there is no need for the regulated company to 

seek to run its business as a separate, public limited company. As regards both companies, we comply 

with the UK Corporate Governance Code. 



10 - The holding company should support the regulated company in operating in a sustainable way 

(including making long-term decisions) in line with the long-term nature of the water sector 

The sole aim of the holding company, Glas Cymru, is to support the sustainability of the regulated 

company and to enable it to deliver essential services for its customers. 

Please let me know if it would be helpful to discuss any of these points further. 

Yours sincerely 

~WU;fu-.a.-~ 
'f f· Robert Ayling 

Chairman 


