Affinity Water Limited
Regulatory Annual Performance Report Adjustments
2020/21 Regulatory Annual Performance Report
Following the publication of our 2020/21 Regulatory Annual Performance Report (‘APR’) in July 2021 and the
subsequent review period by Ofwat, the below tables and associated narrative have been restated.
We have not obtained an updated audit opinion from our auditors, PricewaterhouseCoopers LLP, for the
changes made to sections 1 and 2 of our APR, as none of the changes we have made require any substantive
changes to the narrative of the APR or the conclusions reached thereon.
With regard to changes made to sections 3 and 4 of our APR, none of the changes we have made require any
substantive changes to the narrative of the APR or to our overall commentary and conclusions.

Affinity Water Limited
Section 1 – Regulatory financial reporting
1F – Financial flows for the 12 months ended 31 March 2021 and for the price review
to date - (2017-18 financial year average CPIH)

The regulatory return on equity was 4.04% as determined at PR19. It increases to 5.39% after adjusting for the company’s actual capital
structure (1.35%, as reported in the gearing line of this table). The PR19 determination was carried out on a notional capital structure with
60% net debt to RCV gearing, the actual average level of gearing of 78.1% creates an adjustment of +1.35%. This is offset by an adverse
gearing benefits sharing adjustment of -0.88% and an adjustment before hedging instruments of -6.18% resulting from the company’s
actual cost of debt underperforming against the 2.42% allowed in the PR19 determination after taking into account the movement in
average CPIH during the year of 0.80%. Our hedging instruments have partially offset the adverse adjustment by +4.99%. The variance
in corporation tax (calculated as the difference between the amount allowed for corporation tax in the PR19 determination and actual tax
payable, before any fair value adjustments, after taking into account adjustments for capital allowances and prior year adjustments, refer
to the reconciliation on page 284) decreases the adverse adjustment further by -1.76%.
The 1.57% regulatory return on equity including financing adjustments is increased to 1.98% when considering the impact of operational
performance. Totex outperformance in the year results in a +3.21% increase (refer to table 4C), ODI underperformance in the year (refer
to table 3A) results in a -1.93% reduction and the performance of the retail business unit (refer to table 2C) creates a -1.03% adverse
adjustment. There is no adjustment for C-MeX or D-MeX performance in 2020/21 however there will be an adjustment in future years for
future performance in this area. There was a further adjustment of +0.16% for other exceptional items which included 50% of the share of
protected land sales in the year as per table 2I.
After factoring in RCV growth due to indexation and voluntary sharing arrangements, the total shareholder return for the year is 2.48%.
No dividend was paid out by the regulated business, which equates to a 0.00% return on equity which compares to the 2.48% covered
above.

Affinity Water Limited
Section 1 – Regulatory financial reporting (continued)
1F – Financial flows for the 12 months ended 31 March 2021 and for the price review
to date (2017-18 financial year average CPIH)

Given this is the first year of AMP7, the average for the period 2020-2025 is equal to the performance in
2020/21. See the commentary under the table on the previous page for details.

Affinity Water Limited
Section 3 – Performance summary
3A - Outcome performance – Water common performance commitments

Affinity Water Limited
Section 3 – Performance summary (continued)
3E - Outcome performance – Non financial performance commitments

Affinity Water Limited
Section 3 – Performance summary (continued)
3F – Underlying calculations for common performance commitments – water and
retail

Affinity Water Limited
Section 3 – Performance summary (continued)
3H – Summary information on outcome delivery incentive payments

Affinity Water Limited
Section 4 – Non-audited additional regulatory information – service level
4C - Impact of price control performance to date on RCV

Atypical expenditure relates to one off legal fees associated with advice obtained during the year on our financial covenants
and the impact of COVID-19 on these. This totalled £0.759m in the year, with £0.095m included in actual totex (net of
business rates, abstraction licence fees and grants and contributions) – water resources and £0.664m included in actual
totex (net of business rates, abstraction licence fees and grants and contributions) – water network plus.

Affinity Water Limited
Section 4 – Non-audited additional regulatory information – service level
(continued)
4C - Impact of price control performance to date on RCV (continued)
Water resources
Totex (net of business rates, abstraction licence fees and grants and contributions)
Actual totex of £25,023,000 against allowed totex of £35,111,000 resulted in an underspend in the year of £10,088,000 in
water resources. This was primarily as a result of our capex programmes, which were rephased during the year as a result
of the COVID-19 pandemic. Work will be completed in later years across the AMP. There was a slight overspend in
operating expenditure of £678,000, with higher power and bulk import costs due to the unprecedented high demand for
water we have seen whilst more people stayed at home within our supply area under COVID-19 travel restrictions.
Disallowable costs relate to fines and investigation costs including streetworks fines, offset by other cash items as per table
4D.
Totex – business rates and abstraction licence fees
Actual totex of £5,762,000 against allowed totex of £6,331,000 resulted in an underspend in the year of £569,000 in water
resources for business rates and abstraction licences. This is due to the apportioning methodology used between water
resources and water network + based on the book value of our assets.
Totex not subject to cost sharing
Actual totex of £311,000 against allowed totex of £4,918,000 resulted in an underspend in the year of £4,607,000 in water
resources. This was as a result of an underspend on our strategic regional water resources expenditure, for both opex and
capex, as per table 4L. Work has been reprofiled across AMP7 as a result of the COVID-19 pandemic.
Overall, this resulted in a projected shadow RCV as at 31 March 2021 of £150,349,000 against the RCV determined as
part of the final determination of £150,416,000.
Water network plus
Totex (net of business rates, abstraction licence fees and grants and contributions)
Actual totex of £208,307,000 against allowed totex of £216,601,000 resulted in an underspend in the year of £8,294,000
in water network plus. £14,081,000 resulted from an underspend on capital projects due to the rephasing of our works
during the year as a result of the COVID-19 pandemic. Work will be completed in later years across the AMP. There was
an overspend in operating expenditure of £5,787,000 with higher power and bulk import costs due to the unprecedented
high demand for water we have seen whilst more people stayed at home within our supply area under COVID-19 travel
restrictions, and higher renewals expensed in year (infrastructure) due to the mix of renewals work completed in the year.
Disallowable costs relate to fines and investigation costs including streetworks fines, offset by other cash items as per table
4D.
Totex – business rates and abstraction licence fees
Actual totex of £13,261,000 against allowed totex of £12,771,000 resulted in an overspend in the year of £490,000 in water
resources for business rates and abstraction licences. This is due to the apportioning methodology used between water
resources and water network + based on the book value of our assets. Across the wholesale price control, expenditure in
this area was in line with our allowed expenditure.
Totex not subject to cost sharing
Actual totex of £763,000 against allowed totex of £8,426,000 resulted in an underspend in the year of £7,663,000 in water
network plus. This was as a result of an underspend on our strategic regional water resources expenditure, for both opex
and capex, as per table 4L. Work has been reprofiled across AMP7 as a result of the COVID-19 pandemic.
Overall, this resulted in a projected shadow RCV as at 31 March 2021 of £1,154,157,000 against the RCV determined as
part of the final determination of £1,152,824,000 for water network plus.

Affinity Water Limited
Section 4 – Non-audited additional regulatory information – service level
(continued)
4H - Financial metrics for the 12 months ended 31 March 2021

See commentary under table 1F for an explanation of the movement in RORE in the year. The regulatory
return for the year is equal to line ‘total earnings’ and column ‘Actual returns and notional regulatory equity’.

