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2026 2025
£000 £000

Revenue 438,279 363,595 

Cost of sales (322,698) (298,099)

Gross profit 115,581 65,496

Administrative expenses (55,595) (42,813)

Impairment losses on financial and contract assets (6,344) (9,618)

Other operating income 21,033 20,168 

Operating profit 74,675 33,233

Finance income 22,464 16,636 

Finance costs (94,595) (78,255)

Fair value (loss)/gain on inflation swaps (11,148) 14,259 

Fair value gain/(loss) on floating swaps 846 (3,524)

Net finance costs (82,433) (50,884)

Fair value gain on energy swaps 6,069 1,426 

Loss before tax (1,689) (16,225)

Income tax expense (4,532) (580)

Loss for the financial year (6,221) (16,805)

Revenue

Revenue  increased  by  £ 74 .7 million  (20 .5%) to  £ 438 .3  million  (2025 : £ 363 .6  million) . 
Growth  was  driven  by  allowed  tariff  increases  to  fund  our  substantially  higher  
investment,  an  increase  in  customer  numbers,  annual  inflationary  uplifts,  and  higher  
water  consumption  during  the  hot,  dry  period  experienced  in  2025 .

Operating  costs

Operating  costs  overall  increased  by  £ 34 .1 million  (9 .7%) to  £ 384 .6  million  (2025 : £ 350 .5  
million) . 

Energy  remains  one  of  our  largest  operating  costs,  supporting  the  treatment  and  
distribution  of  water  to  over  4  million  customers . To  mitigate  price  volatility,  we  adopt  
an  advance  purchasing  strategy  aligned  with  regulatory  true -up  mechanisms,  providing  
greater  cost  certainty  across  the  regulatory  period . 

Bad  debt  costs  reduced  during  the  year,  reflecting  improved  collections  and  a  refined  
estimation  methodology,  partially  offset  by  a  provision  for  potential  macroeconomic  
pressures  arising  from  instability  in  the  Middle  East . The  company  continues  to  enhance  
collections  and  customer  engagement,  including  targeted  support  for  vulnerable  
customers  to  reduce  aged  debt . 

Staff  costs  increased  following  a  3 .3 % inflation -linked  pay  award  and  an  increased  
headcount . Depreciation  increased  during  the  year,  due  to  our  growing  capital  
investment  programme  expanding  the  regulated  asset  base . This  is  consistent  with  our  
sustained  investment  in  network  resilience,  water  quality  and  environmental  
improvements  to  support  long -term  service  delivery . 
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Operating  profit

Overall  operating  profit  increased  by  £ 41 .5 million  (125 .0 %) to  £ 74 .7 million  (2025 : £ 33 .2 million),  as  illustrated  in  the  graph  below .
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Finance  costs  and  profit  before  tax

Net  finance  expense  for  the  year  was  £ 82 .4  million,  a  £ 31 .5 million  increase  (62 .0 %) (2025 : £ 50 .9  million),  primarily  due  to  higher  
inflation  increasing  non -cash  accretion  on  index - linked  debt  and  swaps . A fair  value  gain  of  £ 6 .1 million  on  energy  swaps  was  
recorded,  driven  by  market  price  movements . The  loss  before  tax  for  2025 /26  was  £ 1.7 million,  an  improvement  of  £ 14 .5 million  
(89 .6 %) compared  to  the  prior  year’s  loss  of  £ 16 .2 million .

Taxation

The  income  tax  charge  for  2025 /26  was  £ 4 .5 million  (2025 : £ 0 .6  million  charge) .

All  our  profits  are  taxed  in  the  UK,  and  we  do  not  use  artificial  tax  avoidance  schemes  or  tax  havens  to  reduce  our  tax  liabilities . 
We  comply  with  what  we  understand  to  be  both  the  letter  and  the  spirit  of  the  law . Details  of  the  tax  strategy  for  the  Affinity  
Water  Limited  regulated  business  can  be  found  in  our  regulatory  Annual  Performance  Report  for  the  year  ended  31  March  2026 .

Dividends  

The  Board  approved  a  revised  dividend  policy,  aligned  with  updated  license  requirements,  with  effect  from  1 April  2025 . The  
policy  reflects  the  Board’s  commitment  to  balancing  stakeholder  interests  while  maintaining  financial  resilience . The  company  
forecast  regulatory  earnings  of  £ 47 .5 million  in  the  year  taking  into  account  the  efficiency  of  investment  and  operational  
performance . 

An  appointed  dividend  of  £ 26 .0  million  was  paid,  leaving  £ 21 .5 million  available  within  retained  earnings . Additionally,  
dividends  from  the  company’s  non -regulated  operations  totalling  £ 8 .5 million  were  also  paid  in  the  year .

Cashflow

Net cash outflow before tax and financing for the year was £1.0 million, a £31.6 million improvement compared to the prior ye ar 
(2025: £32.6 million outflow). The outflow primarily reflects increased capital investment in line with delivery plans.

Capital expenditure

Capital expenditure of £209.0 million was incurred in 2025/26 (2024/25: £205.9 million), focused on leakage management, mains  
renewal, water treatment and integrated water efficiency programmes . Expenditure reflects the phasing of multi -year 
investment programmes . 

Financial performance



Liquidity  

Our  liquidity  is  managed  through  banking  arrangements  and  adequate  (though  not  excessive)  cash  resources,  borrowing  arrangements  and  standby  facilities . 

This  enables  us  to  have  the  level  of  funds  available  that  are  necessary  for  the  achievement  of  our  business  and  service  objectives  at  all  times . At  31  March  2026 , 

we  had  cash  balances  of  £ 164 .1 million  (2025 : £ 128 .0  million)  and  short -term  deposits  held  as  investments  of  £ 129 .1 million  (2025 : £ 80 .8  million) . 

To  the  extent  that  additional  funding  is  required,  as  well  as  our  cash  balances,  we  have  access  to  two  revolving  credit  facilities  totalling  £ 100 .0  million  (2025 : 

£ 100 .0  million),  which  were  undrawn  at  31  March  2026  (2025 : undrawn),  to  finance  capital  expenditure  and  working  capital  requirements .

In  addition,  we  have  access  to  a  further  £ 81 .0  million  of  liquidity  facilities  (2025 : £ 57 .0  million),  consisting  of  a  364 - day  revolving  £ 49 .0  million  facility  to  fund  

any  debt  service  payments  in  the  event  of  a  liquidity  shortfall,  which  would,  otherwise,  prevent  such  payments  being  made,  and  a  364 -day  revolving  facility  of  

£ 32 .0  million  to  fund  operating  and  capital  maintenance  expenditure  in  the  event  of  a  liquidity  shortfall .
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Financing

As  a  long -term  infrastructure  business  with  significant  capital  commitments,  we  seek  to  align  our  funding  with  long -term  sources  of  finance . We  consider  the  debt  
capital  markets  to  be  the  most  cost -effective  source  of  long -term  funding . Financing  subsidiaries  had  outstanding  external  bonds  totalling  £ 1,332 .7 million  at  
year -end,  which  have  been  raised  in  the  capital  markets  and  on -lent  to  the  company  on  the  same  terms . 

On  28  May  2026 , Affinity  Water  Limited’s  subsidiary,  Affinity  Water  Finance  PLC,  issued  a  new  £ 50 .0  million  debt  instrument  in  the  form  of  a  private  placement . The  
proceeds  from  the  private  placement  will  be  received  in  August  2026  and  will  incur  an  interest  rate  of  6 .56 %. The  private  placement  was  issued  under  Affinity  Water  
Limited’s  WBS  structure,  matures  in  August  2041  and  is  Class  A in  nature . 

In  July  2026 , we  repaid  £ 102 .7 million  relating  to  the  maturity  of  our  fixed  rate  Class  A bond . This  was  repaid  using  available  surplus  cash . 

The  following  chart  shows  the  maturity  profile  of  the  bonds  issued  by  the  company’s  subsidiaries  as  at  31  March  2026 : 

Bonds Moody’s Standard & Poor’s 1 Fitch

Class A A3 BBB+ BBB+

Class B Baa3 BBB - BBB -

Corporate family 

rating
Baa1 N/A N/A

Credit  ratings

The  credit  ratings  for  our  subsidiaries’  bonds  assigned  by  the  rating  
agencies,  Moody’s,  Standard  & Poor’s,  and  Fitch  have  not  changed  in  the  
year  and  can  be  seen  in  the  table  below .

1 Negative  outlook  applied  by  Standard  & Poor’s

Net  debt  and  gearing

Net  debt  at  31  March  2026  was  £ 1,449 .4  million  (2025 : £ 1,487 .3  million),  reflecting  continued  investment  in  the  network . Index - linked  debt  increased  in  line  with  
RPI  and  CPI ; this  non -cash  accretion  aligns  with  growth  in  nominal  RCV  and  is  included  within  net  debt . Gearing  is  69 .1% and  remains  well  within  covenant  
limits,  which  are  triggered  above  90 %. The  £ 150 .0  million  equity  injection  delivered  during  the  year  supports  the  Board’s  commitment  to  maintain  gearing  at  
around  70 % throughout  AMP 8 , strengthening  balance  sheet  resilience  and  preserving  financial  headroom . 
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PR 24  outcomes

We  have  just  completed  the  first  year  of  plan  delivery  in  AMP 8 . We  plan  to  invest  £ 2.3  billion  over  AMP 8  to  enhance  the  sustainability,  resilience  and  affordability  of  
services . Of  this  total,  totex  of  £ 422 .0  million  was  invested  in  2025 /26 .

The  regulatory  framework  has  introduced  new  mechanisms  for  AMP,  such  as  Price  Control  Deliverables  (“PCDs”),  to  track  delivery  and  expenditure  of  these  plans . Our  
Performance  Commitments  (“PCs”)  targets  will  provide  customers  with  significant  service  improvements,  with  rewards  and  penalties  for  over  and  under  delivery . We  
are  subject  to  a  strict  revenue  control  regime  designed  to  incentivise  service  improvements  for  customers,  efficiency  in  operations,  and  investment  delivery . In  
addition  to  controlling  revenues,  Ofwat  has  determined  financial  incentives  for  12  PCs  that  are  common  across  all  companies  and  one  further  low  pressure  PC  
bespoke  to  us . PCs  set  targets  for  customer  service,  environmental  performance  and  asset  stewardship  with  financial  penalties  and  rewards  where  performance  
differs  from  target . Financial  risks  from  PC  incentives  are  moderated  through  a  system  of  caps  that  limit  exposure . In  cases  where  PC  rewards  and  penalties  
become  due,  these  are  made  each  year  within  the  AMP . 

Our  PR 24  price  control  determination  contains  the  following  key  customer  outcomes :

• Commitments  towards  service  improvements  for  customers  including  a  13 % reduction  in  leakage  and  10 % reduction  in  consumption  per  person  from  
baselines,  alongside  commitments  on  asset  health,  drinking  water  quality  and  environmental  performance .

• Experience  measures  dedicated  towards  excellent  customer  experience  in  each  of  the  household,  business  and  developer  customer  sectors .

• Affordability  support  including  increasing  social  tariff  uptake  to  150 ,000  customers .

• Delivery  of  strategic  water  resources  schemes,  smart  metering  and  transfer  schemes .

• Increase  to  the  average  household  bill  by  26 % in  real  terms  by  2030 .

Furthermore,  our  determination  includes  Price  PCDs  which  apply  financial  rewards  for  on -time  delivery  whilst  penalising  late  or  under -delivered  outputs . Where  PCD  
incentives  become  due,  these  are  made  at  the  end  of  the  price  control  period .

The  determination  addresses  input  cost  uncertainty  by  allowing  indexation  of  allowed  costs  for  wage  and  construction  price  inflation,  with  a  separate  true -up  
mechanism  for  power  costs . In  addition,  it  puts  in  place  uncertainty  mechanisms  that  would  allow  revenue  controls  to  be  adjusted  should  the  company  be  subject  
to  new  legal  obligations  for  PFAS  (per -  and  polyfluoroalkyl  substances,  commonly  known  as  ‘forever  chemicals’)  or  cyber  security  and  for  additional  investment  
required  for  asset  health  and  strategic  water  resources .
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Independent Water Commission

In July 2025, the Independent Water Commission (“IWC”), appointed by the government, made 88 recommendations including substa nti al reforms to industry 
regulation and planning. We had significant engagement with the IWC, both in person and through the submission of written evi den ce. The changes proposed by the 
IWC include: 

• Clearer governmental strategic direction.

• Creation of a single combined economic water quality and environmental regulator.

• Creation of regional water planners with duties to oversee long term planning for clean and wastewater.

• Greater use of supervisory regulation and more powers of direction over companies. 

The IWC report was followed by a White Paper setting out the government’s broad support for most of the report’s recommendati ons  and signalling its intention to 
introduce primary legislation, where needed, to introduce the changes. The King’s speech in April this year included proposed  le gislation in the form of a Clean Water 
Bill which will implement the proposals in the White Paper. We expect the Bill to be published in the Autumn of this year alo ngs ide a transition plan which will set 
out how the government intends to manage the migrations to the new structures and processes. 

Despite the delays to publication of the transition plan, government has confirmed that the PR29 periodic review and accompan yin g planning process for water 
resources, the environment and drainage and waste water will proceed largely according to the existing timescale but will be acc ompanied by the progressive 
introduction of supervisory regulation. In parallel, the new combined regulator will be developed, initially in shadow format  an d given formal status once the 
necessary legislation has been passed. As an interim measure, a new role of chair of transition has been created to oversee t he transition process. Dame Julia Black 
has been appointed to this role.

Clearly, reform on this scale brings significant implementation risks. The sector is running the existing business planning p roc ess while developing a new one 
alongside it. This poses a major resource challenge to government, regulators and companies over the next four years. It is p osi tive that government has shown a 
real willingness to collaborate with the industry and other stakeholders in the development of the transition plan and other par ts of the reform process. Affinity 
Water has been an active participant in industry workshops convened by government and will continue to be very much engaged. An internal group, led by the 
Director of Regulation and Strategy, has conducted detailed analysis of every stage of the reform process, highlighting the r isk s and opportunities for Affinity Water. 

Executive director changes  

Keith Haslett stepped down from his role as CEO on 31 March 2026. Mark Garth was appointed as Keith’s replacement on 9 Januar y 2 026 and had an effective start 

date of 15 June 2026. 
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Date Calculation Date 31 March 2027 31 March 2028 31 March 2029 31 March 2030

Class A RAR 0.608 0.621 0.623 0.621 0.619

Senior RAR 0.691 0.699 0.698 0.693 0.691

Calculation of financial ratios 1

Test period

Year 1

1 April 2025 -

31 March 2026

Year 2

1 April 2026 -

31 March 2027

Year 3

1 April 2027 -

31 March 2028

Year 4

1 April 2028 -

31 March 2029

Year 5

1 April 2029 -

31 March 2030

Net Cash Flow (£000) 178,036 192,419 196,151 231,064 252,379

Class A Debt Interest 
(£000) 29,819 39,810 43,411 49,612 54,383

Class A Adjusted ICR 6.0 4.8 4.5 4.7 4.6

1 This Investor Report contains a high -level summary of covenant calculations. The detailed calculations were provided to the Trus tee and other relevant parties on 03 July 2026 
along with the Compliance Certificates
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Test period
Year 1
1 April 2025 -
31 March 2026

Year 2
1 April 2026 -
31 March 2027

Year 3
1 April 2027 -
31 March 2028

Year 4
1 April 2028 -
31 March 2029

Year 5
1 April 2029 -
31 March 2030

Net Cash Flow (£000) 178,036 192,419 196,151 231,064 252,379

Less the aggregate of CCD and 
IRC (£000) - - - - -

Class A Debt Interest (£000) 29,819 39,810 43,411 49,612 54,383

Class A Adjusted ICR 6.0 4.8 4.5 4.7 4.6

Test period
Year 1
1 April 2025 -
31 March 2026

Year 2
1 April 2026 -
31 March 2027

Year 3
1 April 2027 -
31 March 2028

Year 4
1 April 2028 -
31 March 2029

Year 5
1 April 2029 -
31 March 2030

Net Cash Flow (£000) 178,036 192,419 196,151 231,064 252,379

Less the aggregate of CCD and 
IRC (£000) - - - - -

Senior Debt Interest (£000) 35,100 45,207 48,975 55,333 60,277

Senior Adjusted ICR 5.1 4.3 4.0 4.2 4.2
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Test period
Year 1
1 April 2025 -
31 March 2026

Year 2
1 April 2026 -
31 March 2027

Year 3
1 April 2027 -
31 March 2028

Year 4
1 April 2028 -
31 March 2029

Year 5
1 April 2029 -
31 March 2030

Year 1 6.0 4.8 4.5 4.5 4.5

Year 2 4.8 4.5 4.7 4.7 4.7

Year 3 4.5 4.7 4.6 4.6 4.6

Class A Average Adjusted ICR
3 year average 5.1 4.7 4.6 4.6 4.6

Test period
Year 1
1 April 2025 -
31 March 2026

Year 2
1 April 2026 -
31 March 2027

Year 3
1 April 2027 -
31 March 2028

Year 4
1 April 2028 -
31 March 2029

Year 5
1 April 2029 -
31 March 2030

Year 1 5.1 4.3 4.0 4.0 4.0

Year 2 4.3 4.0 4.2 4.2 4.2

Year 3 4.0 4.2 4.2 4.2 4.2

Senior Average Adjusted ICR 
3 year average 4.4 4.1 4.1 4.1 4.1
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Class A RAR

Date Calculation Date 31 March 2027 31 March 2028 31 March 2029 31 March 2030

Class A Net Indebtedness (£000) 1,274,420 1,417,926 1,538,510 1,630,637 1,685,497

RCV (£000) 2,097,657 2,284,860 2,467,774 2,626,508 2,722,807

Class A RAR 0.608 0.621 0.623 0.621 0.619

Date Calculation Date 31 March 2027 31 March 2028 31 March 2029 31 March 2030

Senior Net Indebtedness (£000) 1,449,320 1,596,137 1,721,792 1,819,867 1,880,397

RCV (£000) 2,097,657 2,284,860 2,467,774 2,626,508 2,722,807

Senior RAR 0.691 0.699 0.698 0.693 0.691

Senior RAR
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Conformed Class A Adjusted ICR

Test period
Year 1
1 April 2025 -
31 March 2026

Year 2
1 April 2026 -
31 March 2027

Year 3
1 April 2027 -
31 March 2028

Year 4
1 April 2028 -
31 March 2029

Year 5
1 April 2029 -
31 March 2030

Net Cash Flow (£000) 178,036 192,419 196,151 231,064 252,379

Less the aggregate of RCV
Depreciation and Capitalised 
Infrastructure Renewals 
Expenditure (£000)

(88,380) (97,055) (105,112) (112,522) (117,699)

Class A Debt Interest (£000) 29,819 39,810 43,411 49,612 54,383

Conformed Class A Adjusted 
ICR 3.0 2.4 2.1 2.4 2.5
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Conformed Senior Adjusted ICR

Test period
Year 1
1 April 2025 -
31 March 2026

Year 2
1 April 2026 -
31 March 2027

Year 3
1 April 2027 -
31 March 2028

Year 4
1 April 2028 -
31 March 2029

Year 5
1 April 2029 -
31 March 2030

Net Cash Flow (£000) 178,036 192,419 196,151 231,064 252,379

Less the aggregate of RCV
Depreciation and Capitalised 
Infrastructure Renewals 
Expenditure (£000)

(88,380) (97,055) (105,112) (112,522) (117,699)

Senior Debt Interest (£000) 35,100 45,207 48,975 55,333 60,277

Conformed Senior Adjusted ICR 2.6 2.1 1.9 2.1 2.2



Test period
Year 1
1 April 2025 -  
31 March 2026

Year 2
1 April 2026 -  
31 March 2027

Year 3
1 April 2027 -  
31 March 2028

Year 4
1 April 2028 -  
31 March 2029

Year 5
1 April 2029 -  
31 March 2030

Year 1 3.0 2.4 2.1 2.1 2.1

Year 2 2.4 2.1 2.4 2.4 2.4

Year 3 2.1 2.4 2.5 2.5 2.5

Conformed Class A Average Adjusted ICR
3 year average 2.5 2.3 2.3 2.3 2.3
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Conformed Class A Average Adjusted ICR

Conformed Senior Average Adjusted ICR

Test period
Year 1
1 April 2025 -  
31 March 2026

Year 2
1 April 2026 -  
31 March 2027

Year 3
1 April 2027 -  
31 March 2028

Year 4
1 April 2028 -  
31 March 2029

Year 5
1 April 2029 -  
31 March 2030

Year 1 2.6 2.1 1.9 1.9 1.9

Year 2 2.1 1.9 2.1 2.1 2.1

Year 3 1.9 2.1 2.2 2.2 2.2

Conformed Senior Average Adjusted ICR
3 year average 2.2 2.0 2.1 2.1 2.1



Surplus

Our Board has approved dividend and executive remuneration policies that provide for dividends and executive remuneration pro por tionate with long -term returns and 
performance of the company, whilst not impairing its longer term financability . The performance of the company comprises our financial performance as well as an 
assessment of performance in the following areas: customer service, operational commitments, environmental commitments and pe opl e.

Authorised Investments

Terms
Bank Deposits 

(£m)

Liquidity 

Funds (£m)
Total (£m)

Overnight 36.7 127.4 164.1

1 Month 51.5 51.5

2 Month 41.5 41.5

3 Month 36.1 36.1

Total 165.8 127.4 293.2

Debt Service Reserve Accounts

There is an £8.4million balance in the Class A debt service reserve account as at 31 March 2026. The remaining required debt ser vice reserve is provided by a 

liquidity facility from National Westminster Bank PLC totalling £ 49 .0million.

Permitted Subsidiaries acquired

There were no Permitted Subsidiaries acquired pursuant to a Permitted Acquisition in the period to 31 March 2026.
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1 April 2026 –  

31 March 2027 (£m)

Forecast interest paid on bonds and 
swap 43.7

Forecast interest paid on loans 0.0

Other recurring finance fees paid 1.5

Total 45.2

27

Annual  Finance  Charge

Affinity Water Limited has calculated the Annual Finance Charge for the period from 1 April 2026 to 31 March 2027 as £45.2m.

AWL  has  adopted  IFRS  16 : ‘Leases’  (‘IFRS  16 ’)  from  1 April  2019  but  has  not  restated  comparatives  for  the  prior  reporting  period,  as  permitted  under  the  specific  
transitional  provisions  in  the  standard . Reclassifications  and  adjustments  arising  from  the  new  leasing  rules  are  therefore  recognised  in  the  opening  balance  sheet  on  1 
April  2019 . The  key  change  arising  from  IFRS  16  is  that  most  operating  leases  will  be  accounted  for  on  balance  sheet  for  lessees,  thereby  impacting  the  Income  
Statement  and  Statement  of  Financial  Position  from  the  adoption  date . In  particular  IFRS  16  would  result  in  the  removal  of  operating  lease  costs  from  Operating  
Expenditure,  being  replaced  with  additional  depreciation  and  interest  charges . This  accounting  treatment  has  been  excluded  for  the  purposes  of  calculating  the  ratios .

 



31 March 2026      

£’000

Borrowings 1,619,917

Less Permitted Legacy Loan (3,550)

Less Financial Liability related to Leasehold Property (18,781)

Add Unamortised Debt Issue Costs and Bond Premium (19,177)

Add Accrued Interest 9,745

Add Swap Accrued Interest (7,497)

Add Swap Accretion 162,004

Less Cash and cash equivalents (293,341)

Senior Net Indebtedness 1,449, 320

Less Class B Indebtedness (174,899)

Class A Net Indebtedness 1,274,421

RCV 2,097,657

28

Reconciliation  to Financial Statements

The following table reconciles the Class A Net Indebtedness and Senior Net Indebtedness to the amounts reported in the financ ial  statements.



Affinity Water Limited also confirms:
 
• That no Default or Potential Trigger Event is outstanding; and

• That Affinity Water Limited’s insurances are being maintained 
in accordance with the Common Terms Agreement. 

Yours faithfully,

Adam Stephens

Chief Financial Officer

Affinity Water Limited

(in its capacity as Transaction Agent)
 

Additional confirmations
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