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Centre City Tower, 7 Hill Street, Birmingham B5 4UA 
21 Bloomsbury Street, London WC1B 3HF  

By email and post 

James Bullock 
Strategy, Policy and Regulation Director 

United Utilities Water Limited 
Haweswater House 
Lingley Mere Business Park 
Lingley Green Avenue 
Great Sankey 
Warrington 
WA5 3LP 

3 February 2020 

Dear James, 

Confirmation that Ofwat considers United Utilities Water Finance PLC to 

be a Financing Subsidiary of United Utilities Water Limited 

1 Introduction 

1.1 United Utilities Water Limited (“United Utilities”) is the holder of an instrument of 

appointment granted under sections 11 and 14 of the Water Act 1989 (the 

“Appointment”). Words and expressions defined in the Appointment shall have 

the same meaning in this letter unless the context otherwise requires.  

1.2 The definition of Financing Subsidiary in United Utilities’ Appointment is due to be 

modified as follows: 

“Financing Subsidiary” means a subsidiary company of the Appointee: 

(1) (a) which is wholly owned by the Appointee; and

(b) the sole purpose of which, as reflected in the company’s Articles of

Association, is to raise finance on behalf of the Appointee for the purposes of

the Regulated Activities; or

(2) Which Ofwat has agreed in writing will be considered a Financing Subsidiary.
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1.3 United Utilities accesses the debt capital markets through a separate wholly owned 

financing subsidiary, United Utilities Water Finance PLC, company number 

09227416 (“UUWF”), which issues financial instruments into the debt capital 

markets on its behalf. While UUWF is wholly owned by United Utilities, its Articles 

of Association do not explicitly state that its sole purpose is to raise finance on 

behalf of United Utilities for the purposes of the Regulated Activities. As such, 

UUWF does not meet the requirements in part (1) of the above definition. 

1.4 In a letter dated 11 December 2019 (the “Request Letter”, included as an 

Appendix to this letter), United Utilities requested written confirmation from Ofwat 

that we consider UUWF to be a Financing Subsidiary in accordance with part (2) of 

the definition set out above.  

1.5 We were provided with copies of the Articles of Association of UUWF, which are 

also available at Companies House. The Articles of Association set out the 

company’s objects and we looked at the detail of these objects in our consideration 

of the request. 

1.6 The purpose of this letter is to record Ofwat’s agreement to consider UUWF as a 

Financing Subsidiary of United Utilities as per the licence definition above and 

subject to the conditions set out in paragraph 2.2 below.  

2 Ofwat’s agreement 

2.1 In accordance with, and for the purposes of part (2) of the definition of Financing 

Subsidiary, and subject to paragraph 2.2 of this letter, Ofwat agrees that it agrees 

to consider UUWF as a Financing Subsidiary of United Utilities.  

2.2 Our agreement is subject to the following conditions: 

a) UUWF is wholly-owned and controlled by United Utilities;

b) UUWF raises finance solely for United Utilities and does not raise finance for

any other entity;

c) All funds raised by UUWF are passed on to United Utilities less appropriate

administrative expenses at UUWF; and

d) There shall be no material changes to the activities of UUWF, without United

Utilities first obtaining Ofwat’s further agreement to those changes.

3 Reasons 

3.1 United Utilities confirmed that since UUWF was set up it has exclusively raised 

financing for United Utilities and has not undertaken any other activities nor does it 

contemplate doing so. Its sole purpose remains to raise finance for United Utilities 
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and as such United Utilities is content with the conditions set out in paragraph 2.2 

of this letter.  

3.2 Taking account of the above, Ofwat considers that the agreement provided in 

section 2 is consistent with our statutory duties. 

Yours sincerely 

Aileen Armstrong  

Senior Director Finance and Governance 
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Appendix - Request Letter 
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United Utilities Water Limited 
Registered in England & Wales  
No. 02366678
Registered office: Haweswater House, Lingley 
Mere Business Park, Lingley Green Avenue, Great
Sankey, Warrington WA5 3LP

Mr Simon Smith 
Principal - Strategy and Policy 
Ofwat 
Centre City Tower  
7 Hill Street 
Birmingham B5 4UA 

11 December 2019 
Dear Simon 

Request for written confirmation that Ofwat considers United Utilities Water Finance PLC to be a 
Financing Subsidiary in accordance with part (2) of the new definition to be included in replacement 
Licence Condition P 

I write with reference to our recent correspondence in light of the draft licence changes issued to 
companies in October regarding the new Licence Condition P, following the consultation last year on 
Ofwat’s proposals to harmonise the ring-fencing provisions contained within the licences of companies 
and prior to Ofwat issuing a formal s13 notice in relation to the changes. 

We highlighted in our response to last year’s consultation that with reference to the definition of 
“Financing Subsidiary” we would seek written confirmation that Ofwat considers United Utilities Water 
Finance PLC (“UUWF”), the wholly owned financing subsidiary of United Utilities Water Limited 
(“UUW” or the “Appointee”), a Financing Subsidiary in accordance with the definition set out below: 

Financing Subsidiary” means a subsidiary company of the Appointee: 

(1) (a) which is wholly owned by the Appointee; and

(b) the sole purpose of which, as reflected in the company’s articles of

association, is to raise finance on behalf of the Appointee for the purposes of the

Regulated Activities; or

(2) Which Ofwat has agreed in writing will be considered a Financing Subsidiary.

This is to ensure that if, in the unlikely event, that UUW were not to maintain minimum credit ratings 
above the licence threshold such that the cash lock-up provisions became effective, then UUW would 
still continue to be able to service its intra-group loans provided by UUWF, such that UUWF would 
continue to meet its debt service obligations in respect of the financing that it has raised on behalf of 
UUW.   

Absent UUWF being considered a Financing Subsidiary, if UUW were not able to make debt service 
payments to UUWF, then UUWF would not be able to make debt service payment to bondholders 
which would trigger payment default and potentially accelerate all of UUWF’s and UUW’s debt 
financings, which could potentially lead to insolvency in circumstances where UUW and UUWF could 
actually continue to meet their debt service obligations, absent the cash lock-up provisions applying to 
payments made by UUW to UUWF. 

United Utilities Water Limited 
Haweswater House 
Lingley Mere Business Park 
Lingley Green Avenue 
Great Sankey 
Warrington  
WA5 3LP 
Telephone 01925 237000 
www.unitedutilities.com 
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United Utilities Water Limited 
Registered in England & Wales  
No. 02366678
Registered office: Haweswater House, Lingley 
Mere Business Park, Lingley Green Avenue, Great
Sankey, Warrington WA5 3LP

Background to the creation of UUWF as a financing subsidiary of UUW 

UUWF was established as a wholly owned financing subsidiary of UUW in 2014, ahead of UUW 
implementing a capital reduction and adopting IFRS accounting standards.  The events that led to the 
establishment of UUWF as UUW’s financing subsidiary were technical in nature in that:  
i) adoption of IFRS would lead to a material reduction in UUW’s distributable reserves (which

could impact UUW’s ability to pay future dividends);
ii) the solution to restore UUW’s distributable reserves being for UUW to effect a capital

reduction;
iii) the capital reduction process requiring UUW to re-register as a private limited company; and
iv) UUW needing to create a financing subsidiary which is a public limited company in order to be

able to continue to issue listed debt going forward, such as note (bond) issues from our London
listed Euro Medium Term Note Programme (“EMTN Programme”), as under English Company
Law only public limited companies can issue listed debt.

As part of this process UUW sought various consents from Ofwat in relation to the then prevailing ring 
fencing conditions in UUW’s licence (including consent to UUW guaranteeing the debt obligations of 
UUWF).  The correspondence between UUW and Ofwat relating to the consents request is attached as 
the following Exhibits: 

A. Exhibit A – Ofwat consents dated 31 October 2014.
B. Exhibit B – e-mail correspondence dated 17 October 2014 between Russ Houlden, CFO, UUW

and Keith Mason, Senior Director, Ofwat.
C. Exhibit C – e-mail correspondence dated 19 September 2014 between Russ Houlden and Keith

Mason, including a document list that included UUWF’s Articles of Association.
D. Exhibit D – e-mail correspondence dated 17 July 2014 between Russ Houlden and Keith Mason.
E. Exhibit E – letter from Russ Houlden to Sonia Brown, Chief Regulation Officer, dated 16 June

2014 outlining UUW’s intended transition from UK GAAP and IFRS, background information and
Q&A, and introducing the issues and actions that would arise.

The reason for this request 

Upon inspection of UUWF’s Articles of Association (see page 11 of Exhibit C), we note that whilst the 
Objects of the company in Clause 2 are to borrow and raise money and to obtain credit, finance or 
other financial accommodation (paragraph (1) (a)), and to lend money and grant any form of credit, 
finance or other financial accommodation to UUW or any company which is a subsidiary of UUW 
((paragraph (1) (b)), we note that this wording does not exactly mirror Ofwat’s wording in limb (b) of 
part (1) of the Financing Subsidiary definition. 

Whilst UUWF is wholly owned by the Appointee, the Objects clause in its Articles of Association does 
not explicitly state that “the sole purpose of which is to raise financing on behalf of the Appointee for 
the purposes of the Regulated Activities”. 

UUWF’s Articles of Association were drawn-up in accordance with legal advice such that it can fulfil the 
financing objectives of its owner, UUW, including flexibility to continue to fulfil its functions in the 
event of future structural changes to UUW.  For example, in 2014 Market Reform in Non-Household 
Retail (“NHH”) was about to be implemented as part of PR14, and at that stage we did not know 
whether UUW’s NHH activities should or would require to be hived-off into a separate subsidiary. 

A copy of UUWF’s Articles of Association were provided to Ofwat as part of the information provided 
ahead of Ofwat granting its consents, and we did not receive any comments or queries as to their 
construct.   
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United Utilities Water Limited 
Registered in England & Wales  
No. 02366678
Registered office: Haweswater House, Lingley 
Mere Business Park, Lingley Green Avenue, Great
Sankey, Warrington WA5 3LP

Since its inception, UUWF has been fulfilling its role of raising various financings on behalf of UUW by 
issuing notes (bonds) under our EMTN Programme, unconditionally and irrevocably guaranteed by 
UUW.  Such funding has been on-lent to UUW on identical terms to the bonds issued by UUWF, and it 
is UUW’s debt servicing of these intra-group loans provided by UUWF that enables UUWF to meet its 
debt service obligations under the bonds.  No other activities have been undertaken by UUWF nor are 
any contemplated, and its sole purpose remains to raise and provide finance for UUW.   

Request   

We are concerned that without written confirmation from Ofwat that it considers UUWF to be a 
Financing Subsidiary of UUW, then potentially in a cash lock-up situation this could lead to UUW not 
being able to service its intra-group loans from UUWF which, in turn, would mean that UUWF could 
not service its debt obligations under the bonds, which would then lead to a payment default, and 
trigger cross-default for all of UUW’s and UUWF’s debt obligations.    

Taking into account the purpose of UUWF, which is a wholly owned financing subsidiary of UUW, and 
its activities in raising finance on behalf of UUW and on-lending this funding to UUW, we therefore 
kindly request that Ofwat provides written confirmation that its considers UUWF to be a Financing 
Subsidiary of UUW in order to satisfy part (2) of the Financing Subsidiary licence definition. 

Thank you for giving this matter your consideration. 

Kind regards, 

Yours sincerely, 

James Bullock 
Strategy, Policy and Regulation Director 
United Utilities Water Limited 




