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For the purposes of the following disclaimer, references to this 
“document” shall mean this presentation pack and shall be deemed 
to include references to the related speeches made by or to be 
made by the presenters, any questions and answers in relation 
thereto and any other related verbal or written communications.  
 
Any forward-looking statements made in this document represent 
management’s judgment as to what may occur in the future. 
However, the group’s actual results for the current and future fiscal 
periods and corporate developments will depend on a number of 
economic, competitive and other factors including some which will 
be outside the control of the group. Such factors could cause the 
group’s actual results for current and future periods to differ 
materially from those expressed in any forward-looking statements 
made in this document. Unless otherwise required by applicable 
law, accounting standard or regulation, we do not undertake any 
obligation to update or revise any forward-looking statements, 
whether as a result of new information, future developments or 
otherwise.  
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PREPARING FOR THE CHALLENGES OF TOMORROW 

 

INVESTOR PRESENTATION | 6 



7 
INVESTOR PRESENTATION | 7 



8 
INVESTOR PRESENTATION | 8 



9 
INVESTOR PRESENTATION | 9 



10 

OUR OWNERS 

INVESTOR PRESENTATION | 10 



11 

Our Business Plan 
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BUSINESS PLAN TIMETABLE 
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OUR PERFORMANCE 
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PR19 – INDUSTRY AT A GLANCE 

• Significant variation 
on average bills 
across the sector 

 

• This is driven by the 
size of Totex plans, 
companies’ choice of 
PAYG, Run-off rates 
and legacy 
adjustments. 

 

• Wide spectrum of 
ODI rewards and 
penalties across the 
sector. 

Note: Graphs reproduced with 

prior permission from Economic 

Insight.  
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OFWAT – BILLS WATERFALL  

• On average bills are higher by 0.9% across the AMP. However at the end of AMP7, bills 
return to the same level as the starting bill at 2019/20. 

 

• The bill increase is driven by the scale of the Totex programme (c.30% higher than at 
PR14 driven by a much larger WINEP and WRMP), and an increase in RCV run-off rates 
towards the natural rate. This is compensated by a reduced WACC, PAYG moving to 
natural levels, stretching cost efficiency, and population growth leading to an increase 
in customer numbers. 
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CREATING A BUSINESS BUILT ON THE 
FOUNDATION OF THE SIX CAPITALS 

• We describe ourselves as a natural capital business, relying on 
healthy ecosystems to supply water, to help manage floods 
and to help us recycle water after it has been used. 

 

• Natural, Social, Human, Manufactured, Financial and 
Intellectual. 

 

• We will measure carbon, water foot printing as well as natural 
capital. 

 

• We will seek to finance the majority of our capital spend 
through sustainable finance in accordance with the Green 
Bond Protocols. 
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CREATING A BUSINESS BUILT ON THE 
FOUNDATION OF THE SIX CAPITALS 
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PAS 2080 
verified since 
2016 

CEMARS 
certified since 
2010 
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WITH INNOVATION AND COLLABORATION AT THE HEART 



21 

Financeability 
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KEY FINANCIAL HIGHLIGHTS 

 Totex = £6.1 bn (PR14 = £4.9bn) 

 

 WACC = 2.4% appointee (Ofwat indicative; includes retail margin = 1%) 

 

 PAYG = c 47% (PAYG = IFRS opex in each year, no adjustments) 

 

 RCV run-off rate = c. 4.8% 

 

 Gross dividends = £374m 

 

 New Shareholder equity = £407m 

 

 Average bills = 1%  

 

 Target credit rating = Baa1 Corporate Family Rating; Debt ratings 
unchanged  

 

 ODIs RORE Range = +0.7% / -1.5% (similar range as at PR14) 
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TRADE-OFF: BILLS VS FAIRNESS VS 
FINANCIAL RESILIENCE 
• In practice, it is difficult to pin-point a natural rate due to the complexities around 

asset lives with long lived assets and new additions. Green areas suggest indicative 
best guess RCV run-off rate.  

Price-control 

Run-off 

rate 

Total business base case 

Wastewater network 

plus 
5.1%  

 
Average total business = 4.8% Water network plus 3.95% 

Bioresources 6.0% 

Water resources 5.0% 

Lower bills Financial resilience (Notional) 

Overall = c 5.25% 

INVESTOR PRESENTATION | 23 



24 

PAY AS YOU GO 

• At PR14, our plan included 4% increase in PAYG adjustment over and above 
the natural rate. 

 

• Our business plan includes PAYG at the natural rate. 
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CUSTOMER BILLS AND RUN OFF RATES OVER 10 
YEARS (2017/18 CPIH PRICES) 
• Bills are slightly higher in AMP7 driven 

by unprecedented levels of 
investment (nearly 30% higher than 
at PR14) – customers strongly 
support investment to protect against 
climate change, and to give greater 
environmental protection. 

 

• In our online customer engagement 
“Be the Boss”, over 72% of customers 
voted for high investment in 
protecting the environment, and 64% 
voted to invest now to protect against 
climate change (WRMP). 

 

• Over 80% of our customers supported 
bill increases of up to 2.5% to meet 
the investment levels in our plan. This 
plan sees bills increasing by less than 
1%. 

 

• Our forward estimates suggest that 
bills are expected to fall over AMP8 
whilst providing an opportunity to 
increase RCV run-off rate to its 
natural level, thus assuring 
financeability and keeping bills low. 
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BUSINESS PLAN DIVIDENDS 

• Equity dividends are sized to cover the minimum of three times interest at 
Osprey Acquisitions Ltd, to maintain current rating levels 

 

• Overall gearing is reducing 

 

• Over the remainder of AMP6 and into AMP7, it is expected that Anglian 
Water will receive permanent equity injections from its owners 
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£m 2020/21 2021/22 2022/23 2023/24 2024/25 Total 

Dividends 
Net of 
Equity 
Injected 

(22) (4) 0 (3) 62 33 



27 

BUSINESS PLAN GEARING 

• Shadow Gearing reflects the expected RCV midnight adjustment at 2020. 

 

• Gearing falls throughout AMP7 as a consequence of lower dividends and 
equity injections. 
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BUSINESS PLAN DEBT ISSUANCE 
 Proportion of RCV 

• £3.5bn of debt to be issued 
in AMP7 

 

• £2.4bn of debt to be repaid  
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Performance 



ANGLIAN WATER FINANCIAL HIGHLIGHTS 
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Potential for ODI 
and SIM reward of 
£50 - £70m. 
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TOTEX OUTPERFORMANCE 

THREE YEARS TO MARCH 2018 

INVESTOR PRESENTATION | 32 



ANGLIAN WATER LIQUIDITY  
AS AT 31 MARCH 2018 
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ANGLIAN WATER KEY FINANCIAL RATIOS 

Class A RAR 67.9% 75.0%  - 65.9%

Senior RAR 78.1% 85.0% 95.0% 79.0%

Class A ICR 3.6  - 1.6 3.1 

Conformed Class A PMICR 1.8 1.3  - 1.6 

Conformed Senior PMICR 1.5 1.1  - 1.4 

Class A actual maintenance ICR 2.2  - 1.0 2.0 

March 2018 Trigger Event Default March 2017

Senior RAR 83.4% 93.0% 95.0% 84.6%

Senior ICR 2.6  - 2.0 2.6 

Dividend Cover Ratio 4.0  - 2.0 3.5 

RAR = Regulated Asset Ratio

ICR = Interest Cover Ratio

PMICR = Post Maintenance interest Cover Ratio

Anglian Water Financial Ratios –  Year Ended 31 March 2018

Osprey Acquisitions Limited Financial Ratios – Year Ended 31 March 2018

March 2017DefaultTrigger EventMarch 2018
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Sustainable Financing 



36 

GREEN BOND FRAMEWORK ALIGNED 
WITH GBP 2018 

Use of Proceeds  
Proceeds from Anglian Water’s Green Bond(s) will be 
used to finance new, or re-finance existing projects 
that: 
• Help mitigate climate change impacts by GHG 

emissions reduction through the use of energy-
efficient facilities and conservation of water 
resources,  

• Help to adapt to long term impacts of climate 
change such as flood risks 

 
Process for Project Evaluation and Selection 
• Strict governance process for investments, which 

includes risk identification, solution selection and 
carbon reduction calculations through monitoring, 
Decision and Delivery Milestones.  

 
Management of Proceeds  
• Funds raised from the Green Bonds will be paid to 

its Capex Reserve Account. Funds will be 
transferred to the Payment Account matching the 
amount of investments and expenditures in the 
Eligible Green Portfolio . The proceeds of the 
Green Bonds will be allocated to a portfolio of 
Anglian Water’s Eligible Projects in the company’s 
accounting records.. 
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REPORTING 
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SECOND PARTY OPINION FROM DNV GL 

“The Bond will finance, in 
whole or in part, projects 
that help to mitigate 
climate change impacts 
by GHG reduction 
through the use of 
energy efficient facilities 
and conservation of 
water resources, and/or 
projects helping adapt to 
long term impacts of 
climate change such as 
flood risk” 
 
“On the basis of the 
information provided by 
Anglian Water and the 
work undertaken, it is 
DNV GL’s opinion that 
the Bond meets the 
criteria established in the 
Protocol and that it is 
aligned with the stated 
definition of green bonds 
within the Green Bond 
Principles 2017, which is 
to “enable capital-raising 
and investment for new 
and existing projects with 
environmental benefits”. 

http://www.anglianwater.co.uk/about-us/investors/anglian-water-services/aws-green-bond-framework.aspx 
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Summary 
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CONCLUSIONS 

 Our plan proposes a c.30% higher investment program than the 
previous AMP period, which in itself was the highest ever investment 
program the company has carried out since privatisation. 

 

 Investment in environment and climate change is strongly supported by 
our customers and the quality regulators.  

 

 Bills have been kept low primarily by the lowest ever cost of capital, 
moving towards but not all the way to our natural RCV run-off rate, 
population growth, and targets on cost efficiency.  

 

 Our business plan is financeable both on the notional and actual capital 
structure targeting current credit ratings. 

 

 We think differently to drive efficiency: Sustainability, driving innovation, 
optimising resource management and leakage together with our journey 
to carbon neutrality.  
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