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Anglian Water (Osprey) Financing Plc

Strategic Report for the Year Ended 31 March 2021

The directors present their strategic report for the year ended 31 March 2021.

Review of the business

The company's primary purpose is to issue and hold debt listed on the London Stock Exchange and other
borrowings used to fund the wider Anglian Water Group. There were no repayments in the financial year and an
additional £10m was borrowed under the revolving credit facility and lent to Osprey Acquisitions Limited. The
company made a profit for the financial year of £992,000 (2020: loss of £750,000).

The company's net liabilities at 31 March 2021 were £606,000 (2020: £1,598,000).

The directors expect that the present level of activity will be sustained for the foreseeable future.

The impact of Covid-19 on the financing of Anglian Water (Osprey) Financing is primarily an increase in
volatility and uncertainty but the debt instruments carry a fixed coupon and are lent on back-to-back terms to its

parent so Covid-19 did not adversely impact the company and it is thought that there will be no adverse impact
in the coming financial year.
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Anglian Water (Osprey) Financing Plc

Strategic Report for the Year Ended 31 March 2021

Section 172 Statement

Section 172 of the Companies Act 2006 requires the directors to act in the way they consider, in good faith,
would most likely promote the success of the company for the benefit of its members as a whole. Whilst this
duty is not new, this year companies are required to report explicitly how the Board has had regard to the
matters set out in section 172.

Being one of the Group’s financing companies, the stakeholders are limited to investors, banks and ratings
agencies. The Company has no employees, customers or suppliers however there are other companies within the
group with whom there are intercompany relationships. There are no environmental impacts.

As the Company does not operate separately to the Group the Company’s values and reputation are highly
integrated with that of Osprey Acquisitions Limited and therefore interested parties should read disclosures
within the consolidated group annual report and financial statements. '

Investors, banks and ratings agencies

The funding advanced by investors and banks is crucial to the delivery of the Group’s operating performance.
Engagement is vital to understand their requirements, demonstrate our long-term sustainable vision and help
them understand what makes Anglian Water a sound investment.

How we engage

For the wider group, we hold investor presentations -at least twice a year to coincide with preliminary and
interim company results, and periodically hold additional events and site visits for investors. In addition, Peter
Simpson, Steve Buck and the Company’s Treasurer hold regular face-to face meetings and telephone
conferences with banks and investors. We also engage with banks and investors through written reports,
including the Annual Report and the semi-annual report. ’

Key areas of engagement in 2020/21

Board members discuss key areas of Group risk with investors and banks to facilitate the continued funding of
the business. This year, the first of AMP7 (the Regulated Group company's Business Plan for 2020-2025), has
been more challenging than many other years, recognising the Group’s appeal to the Competition and Markets
Authority in respect of the allowed revenues for AMP7, as well as déaling with the effects of Covid-19 but we
have maintained a close dialogue. Engagement with banks and investors also informs our approach to

_sustainable financing. Anglian Water is committed to financing capital investment sustainably, while for their
part, banks and investors have a clear appetite to invest in purpose-led, sustainable businesses such as ours.

Principal decisions made by the Board
Approval of annual financial statements

The Board approves the annual financial statements. The Board is engaged on any key issues impacting the
Company throughout the year and gives appropriate time and consideration to the approval.

To give support to the Directors and enable them to discharge their duties, all new Directors receive a thorough
induction programme on appointment which includes receiving a full background information pack, visits to
operational sites and briefings from Executive Directors and senior managers.

The Company offers the Directors in-house training as necessary to aid their professional development and
awareness of business and sector-specific issues. In addition, the Company offers to fund participation on
externally provided training courses. All Directors are entitled to receive, at the Company’s expense,
independent professional advice on any matters relating to their responsibilities as a Director.
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Anglian Water (Osprey) Financing Plc

Strategic Reporf for the Year Ended 31 March 2021

Key performance indicators A _
Given the nature of this business, the company's directors are of the opinion that analysis using KPIs is_ not
necessary for an understanding of the development or performance of the business.

Principal risks and uncertainties
The principal risks to the company relate to the financial instruments that the company is party to, the risks and
mitigations are detailed within the Directors' report.

Mr S
Director
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Anglian Water (Osprey) Financing Plc

Directors' Report for the Year Ended 31 March 2021

The directors present their report and the audited financial statements for the year ended 31 March 2021.

Directors of the company .
The directors who held office during the year were, and up to the date of signing the financial statements unless
otherwise stated, as follows:

Mr P Simpson

Mr S J Buck

Mr John Hirst (appointed 21 July 2020)

The following director was appointed after the year end:
Mr R S Napier (appointed 1 June 2021)

Dividends
During the year the company made dividend payments of £Nil (2020: £Nil) per ordinary share amounting to
£Nil (2020: £Nil).

Financial Risk Management

Objectives and policies

The company's principal financial instruments comprise external borrowings of listed bonds and
intercompany loans receivable. The main purpose of these instruments is to raise and provide finance for the
parent's operations. The company does not enter into any form of derivative financial instruments.

Financial risks faced by the company include funding, interest rate and contractual risks. The board regularly
reviews these risks and has approved written policies covering treasury strategy and the use of financial
instruments to manage risks.

A Finance, Treasury and Energy Policy Group (FTEPG) of the Anglian Water Group, comprising the CFO of
Finance and Non Regulated Business, the Group Treasurer, together with several other Directors and
senior managers, meets monthly with the specific remit of reviewing treasury matters.

The company aims to meet its funding requirements primarily through public bond markets and bank loans.
To ensure continued effectiveness and relevance, the board carries out a formal annual review of the treasury
organisation and reporting.

Borrowings raised by the company are guaranteed by Osprey Acquisitions Limited and Osprey Investco

Limited. The Anglian Water Group's treasury function monitors compliance against all financial obligations and
it is the group’s policy to manage the balance sheet so as to ensure operation within covenant restrictions.
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Anglian Water (Osprey) Financing Plc

Directors' Report for the Year Ended 31 March 2021

Interest risk and liquidity risk

Interest rate risk
The company has a “back-to-back” arrangement with Osprey Acquisitions Limited whereby all borrowings are
replicated on identical terms. Any exposure to interest rate risk is passed onto Osprey Acquisitions Limited,

hence, this arrangement eliminates interest rate risk and results in a net neutral impact on the profit and loss
account.

Liquidity risk

The company’s objective is to maintain flexibility, diversification and continuity of funding through access to
different markets and debt instruments.
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Anglian Water (Osprey) Financing Plc

biréctors‘ Report for the Year Ended 31 March 2021

Risk management and internal control

The company's risks are managed as part of the Group risk management and internal control framework, the
Board is responsible for the company’s systems of internal control and risk management and considers this to
be fundamental to the achievement of the company’s strategic objectives. The Board’s policy is to have systems
in place that optimise the company’s ability to manage risk in an effective and appropriate manner. Any areas
of concern are reported to the next Board meeting and/or the Group’s Audit Committee meeting as appropriate.
The Audit Committee has assisted the Board in formally reviewing the operation and effectiveness of the
Group’s system of internal controls and risk management on an annual basis.

The company also has in place systems and procedures for exercising control and managing risk in respect of
financial reporting and the preparation of financial statements.

These include:

¢ The formulation and deployment of Company aécounting policies and procedures.

« An annual process where business heads confirm the adequacy of the internal controls for their area of
responsibility through a formal Statement of Responsibility. The responses are reviewed by the Group's
Audit Committee.

« Monthly operational review meetings, which include, as necessary, reviews of internal financial reporting
issues and financial control monitoring.

+  Ongoing training and development of appropriately qualified and experienced financial reporting personnel.

The company’s systems and procedures are designed to identify, manage and, where practicable, reduce and
mitigate the effects of the risk of failure to achieve business objectives. They are not designed to eliminate such
risk, recognising that any system can only provide reasonable and not absolute assurance against material
misstatement or loss. The Board confirms that the systems and procedures providing an ongoing process for
identifying and managing the principal risks and uncertainties faced by the Company have been in place for the
year ended 31 March 2021 and up to the date of the approval of the Annual Report, which is in accordance with
the guidance on internal control published in‘Octobe‘r 2005 (the Turnbull Guidance). For the 2020/21 financial
year the Company's and Group’s internal and financial controls included the following:

+ An internal audit programme, carried out by PwC. The internal auditors carry out a comprehensive review of
internal controls and formally report their findings and recommendations to the Group's Audit Committee.

+ Policies governing the maintenance of accounting records, transaction reporting and key financial control
procedures. .

« A formal controls questionnaire completed by the business twice each year and reviewed by Group Internal
Audit (GIA), with the conclusions being highlighted to the Group’s Audit Committee.

» A Risk and Compliance Monitoring Committee that has oversight of the risk management activity that takes
place throughout the business. The Company maintains a risk register, managed by the Risk and Compliance
Monitoring Committee, which is reviewed by the Group’s Audit Committee at each Committee meeting.
Risks are assessed by reference to impact and likelihood of crystallisation. This process is continuous and
has been in place for the year under review. The process is regularly reviewed by the Board in accordance
with relevant guidance.

No additional risk management and internal controls are in place for the company aside from those stated above.

Future developments
No changes to the company's principal activity is anticipated.
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Anglian Water (Osprey) Financing Plc

Directors' Report for the Year Ended 31 March 2021

Going concern

Under the terms of the company's financing arrangements, its parent, Osprey Acquisitions Limited guarantees
unconditionally and irrevocably all the company's borrowings. As the company does not operate separately to
the OAL borrower group, the Directors have undertaken a detailed review to assess the liquidity requirements of
the Group compared to the cash and facilities available to the Group. The review included a range of downside
scenarios as a result of Covid-19 and the Final Determination of PR19 received from Ofwat and subsequent
redetermination issued by the Competition and Markets Authority in March 2021.

Whilst the most severe worst case scenario indicates the potential for a Trigger Event in respect of the financing
arrangements, the Directors do not consider this possibility to constitute material uncertainty related to going
concern because the Directors believe that the company will trade better than the severe scenario, and in any
event, a Trigger Event is an early warning event designed to reinforce credit worthiness and to protect the
Company and its finance creditors from an Event of Default occurring. It does not enable creditors to destabilise
the Company through enforcing their security.

The Directors believe, after due and careful enquiry, that the Company has sufficient resources to continue in
operational existence for at least one year after the financial statements were authorised for issue. Therefore, it is
considered to be appropriate to adopt the going concern basis in preparing the 2021 financial statements.

Important non adjusting events after the financial period

On 15 June 2021, the Company called up the outstanding nominal share capital on its 49,999 Ordinary £1 shares
(£0.25 paid up on 22 December 2010) from the Company’s sole shareholder, Osprey Acquisitions Limited
(“OAL”). OAL responded to the call on the same date, resulting in the Company having an issued, fully paid up
share capital of 50,000 Ordinary £1 shares by close of business on 15 June 2021.

Directors' liabilities

The company maintains directors' and officers' liability insurance which gives appropriate cover for legal action
brought against its directors. The company has also provided an indemnity for its directors, which is a qualifying
third party indemnity provision for the purpose of section 234 (2) - (6) of the Companies Act 2006. Both of
these were in place throughout the financial year and up to the date of signing the financial statements. :

Disclosure of information to the auditors

Each of the persons who is a director at the date of approval of this report confirms that:

« so far as the director is aware, there is no relevant audit information of which the Companys auditors are
unaware; and

* the director has taken all the stepsthat he/she ought to have to have taken as a director in order to make
himself/herself aware of any relevant audit information and to establish that the company's auditors are aware
of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the
Companies Act 2006.

Reappointment of auditor :
The auditor Deloitte LLP is deemed to be reappointed under section 487(2) of the Compames Act 2006.
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Anglian Water (Osprey) Financing Plc

Directors' Report for the Year Ended 31 March 2021

Statement of directors' responsibilities )
The directors are responsible for preparing the Strategic Report and Directors’ Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 101
"Reduced Disclosure Framework".

Under company law the directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the company and of the loss of the company for that period. In
preparing these financial statements, the directors are required to:

» select suitable accounting policies and then apply them consistently;

+ make judgements and accounting estimates that are reasonable and prudent; and

+ prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities. .

Approved by the Board on 18.June 2021 and signed on its behalf by:

Mr S
Director
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Anglian Water (Osprey) Financing Plc

Independent Auditor's Report to the Members of Anglian Water (Osprey) Finéncing
Plc

Report on the audit of the financial statements

1. Opinion . :
In our opinion the financial statements of Anglian Water (Osprey) Financing Plc (the "company"):

» give a true and fair view of the state of the companys affairs as at 31 March 2021 and of its profit for the
year then ended;

» have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
including Financial Reporting Standard 101 "Reduced Disclosure Framework"; and

» have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
« the Profit and Loss account;

« the Balance Sheet;

+ the Statement of Changes in Equity; and

+ the related notes 1 to 16.

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 101 "Reduced Disclosure Framework" -
(United Kingdom Generally Accepted Accounting Practice).

2. Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor’s responsibilities
for the audit of the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard
as applied to listed public interest entities, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We confirm that the non-audit services prohibited by the FRC’s Ethical Standard were
not provided to the company.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion. :

3. Summary of our audit approach

The key audit matter that we identified in the current year and the

Key audit matters . .
prior year was management override of controls.

The materiality that we used in the current year was £13.8m’ whiéh

Mafenahty was determined on the basis of 3% of total borrowings.

Scopin Audit work to respond to the risks of material misstatement was
ping ) performed directly by the audit engagement team.

Significant changes in our approach There have been no significant changés to our audit approach.
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Angliain Water (Osprey) Financing Plc

Independent Auditor's Report to the Members of Anglian Water (Osprey) Financing
Plc :

4. Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of .
accounting in the preparation of the financial statements is appropriate.

Our evaluation of the directors’ assessment of the company’s ability to continue to adopt the going concern
basis of accounting included:

» Assessing the assumptions used in establishing the liquidity position throughout the going concern period, with
reference to forecast income and expenses;

« Evaluating the financing requirements, including the maturity profile of existing finance; and

« Assessing the relationship with other group companies.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company’s ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

5. Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of
the financial statements of the current period and include the most significant assessed risks of material
misstatement (whether or not due to fraud) that we identified. These matters included those which had the
greatest effect on the overall audit strategy, the allocation of resources in the audit, and directing the efforts of
the engagement team.

These matters were addressed in the context of our audit of the financial statements as a whole, and in formmg
our opinion thereon, and we do not provide a separate opinion on these matters.
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Anglian Water (Osprey) Financing Plc

Independent Auditor's Report to the Members of Anglian Water (Osprey) Financing

Plc
Key audit rmatber kansgemeant is in @ unique posizion t0 perpetraie fraud because of their zbility To
desaription manipulate accounting records and prepare fraudulent finandial statements by

overriding controls that ctherwise sppear to be operating effectively.

Akchiough manzggement is responsible vor safeguarding the assets of the business, we
planned our audit 3o that we had a reasanable expectation of deiecting material
misstaiements 0 the financial statermants and accoynting records.

The key area of potentizl risk identified included recording victitious journal entries.

Howthe scopeofour  Ineesponseto this matter, we have performad the folicwing procedures:

audit responded to the i
key audit matber « obtained an understanding of, and fested, relevant conirols owver the
financial reporting process;
= {ested the sppropriateness of journzl eniries recorded in the general ledger
iri the preparation of the financial siatemeants;
= made enguiries of individuzals involved in the financial reporiing process
sbout inapproprists of unusual aciivity relating to the processing of journal
eriEries,

Key obhservations Based on the work performed, e found mo matiers that were reportsble to those
charzed with governance. .
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Anglian Water (Osprey) Financing Plc

Independent Auditor's Report to the Members of Anglian Water (Osprey) Financing
- Ple :

6. Our application of materiality
6.1 Materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that
the economic decisions of a reasonably knowledgeable person would be changed or influenced. We use
materiality both in planning the scope of our audit work and in evaluating the results of our work.

Based on our professional judgement, we determined materiality for the financial statements as a whole as
follows:

Materiafity  ga3 5m(2020: £13.5m)

Basis for
determining
materiality

33 of borrowings [2020: 23 of bomrowings)

Rationatefor 1y, primany purpc:= 0i the campzriy is 1o raize funding from sxternal sources and
the benchmark  rrcige funding te Anglian Wzter Group Limitzd {the “graup”). We have therefare
applied used tossl borrowings e5ths benchmark.

Bastowings £460r B tdatesialiny £13.8in

AN

3
® Borrowing s \ -
_l.. At Cairmintee

repating thrediold
£0.650n

B hbateriality

6.2. Performance materiality

We set performance materiality at a level lower than materiality to reduce the probability that, in aggregate,
uncorrected and undetected misstatements exceed the materiality for the financial statements as a whole.
Performance materiality was set at 70% of materiality for the 2021 audit (2020: 70%). In determining
performance materiality, we considered the following factors:

« our consideration of the company’s control environment;

+ the limited number of changes to the business and the limited turnover of management and key accounting
personnel during the year; and

« the history of a low number of corrected and uncorrected misstatements identified in previous periods.

6.3. Error reporting threshold
We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of
£0.69m (2020: £0.65m), as well as differences below that threshold that, in our view, warranted reporting on

qualitative grounds. We also report to the Audit Committee on disclosure matters that we identified when
assessing the overall presentation of the financial statements
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Anglian Water (Osprey) Financing Plc

Ihdependent Auditor's Report to the Members of Anglian Water (Osprey) Financing
Ple - :

7. An overview of the scope of our audit
7.1. Scoping

Our audit was scoped by obtaining an understanding of the entity and its environment, including internal
control, and assessing the risks of material misstatement. Audit work to respond to the risks of material
misstatement was performed directly by the audit engagement team.

7.2. Our consideration of the control environment

The company’s accounting records are contained within the group’s accounting system. Our work in relation to
the group’s internal control environment involved testing of the group’s key reporting system. With the
involvement of our IT specialists, we obtained an understanding of, and tested, relevant General Information
Technology Controls (GITCs) within the group’s key reporting system, including the access controls, change
management controls and controls around segregation of duties.

We obtained an understanding of and tested the relevant controls within the borrowings business process, which
are supported by the group’s key reporting system.

In response to Covid-19 and continued remote working practices observed for all of the year, we performed
additional procedures on a number of controls within the group’s business process to determine whether
individual controls had been affected by working practice changes.

8. Other information
The other information comprises the information included in the annual report other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information contained in

the annual report.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the course of the audit, or

otherwise appears to be materially misstated.

If we identify such material inconsistencies or apparent material misstatéments, we are required to determine

. whether this gives rise to a material misstatement in the financial statements themselves. If, based on the work

we have performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact.

We have nothing to report in this regard.

9. Responsibilities of directors

As explained more fully in the statement of directors' responsibilities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.
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Anglian Water (Osprey) Financing Plc

Independent Auditor's Report to the Members of Anglian Water (Osprey) Financing
Plc

In preparing the financial statements, the directors are responsible for assessing the company's 's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, or
have no realistic alternative but to do so.
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Anglian Water (Osprey) Financing Plc

Independent Auditor's Report to the Members of Anglian Water (Osprey) Financing
Plc :

10. Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements

A further description of our responsibilities for the audit of the financial statements is located on the FRC's
website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

11. Extent to which the audit was considered capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of non-compliance'with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is
detailed below.

. 11.1. Identifying and assessing potential risks related to irregularities
In identifying and assessing risks of material misstatement in respect of irregularities, including fraud and
non-compliance with laws and regulations, we considered the following:

» the nature of the industry and sector, control environment and business performance including the design of
the company’s remuneration policies, key drivers for directors’ remuneration, bonus levels and performance
targets;

* results of our enquiries of management internal audit and the Audit Committee about their own ldentlﬁcatlon
and assessment of the risks of irregularities

+ any matters we identified having obtained and reviewed the company’ s documentation of their policies and
procedures relating to:

-0 identifying, evaluating and complying with laws and regulations and whether they were aware of any
instances of non-compliance;

o detecting and responding to the risks of fraud and whether they have knowledge of any actual,
suspected or alleged fraud; ‘

o the internal controls established to mitigate risks related to fraud or non-compliance with laws and
regulations;

* the matters dlscussed among the audit engagement team and involving relevant mternal specialists, mcludmg
tax, financial instruments, pensions and IT specialists, regarding how and where fraud might occur in the
financial statements and any potential indicators of fraud.

As a result of these procedures, we considered the opportunities and incentives that may exist within the
organisation for fraud. In'common with all audits under ISAs (UK), we are also required to perform specific
procedures to respond to the risk of management override.

We also obtained an understanding of the legal and regulatory frameworks that the company operates in,
focusing on provisions of those laws and regulations that had a direct effect on the determination of material
amounts and disclosures in the financial statements. The key laws and regulations we considered in this context
included the UK Companies Act Listing Rules and tax legislation.

In addition, we considered provisions of other laws and regulations that do not have a direct effect on the
financial statements but compliance with which may be fundamental to the company’s ability to operate or to
avoid a material penalty.
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Anglian Water (Osprey) Financing Plc

Independent Auditor's Report to the Members of Anglian Water (Ospfey) Financing
: Plc

11.2 Audit response to risks identified

As a result of performing the above, we identified management override of controls as a key audit matter related
to the potential risk of fraud. The key audit matters section of our report explains the matter in more detail and
also describes the specific procedures we performed in response to that key audit matter.

Our procedures to respond to risks identified included the following:

* reviewing the financial statement disclosures and testing to supportmg documentation to assess compliance
with relevant laws and regulations discussed above;

» enquiring of management, the audit committee and in-house legal counsel conceming actual and potential
litigation and claims;

» performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks-of
material misstatement due to fraud,

+ reading minutes of meetings of those charged with governance and reviewing any correspondence with
HMRC; and

+ in addressing the risk of fraud through management override of controls, testing the appropriateness of journal
entries and other adjustments; assessing whether the judgements made in making accounting estimates are
indicative of a potential bias; and evaluating the business rationale of any significant transactions that are
unusual or outside the normal course of business.

We also communicated relevant identified laws and regulations and potential fraud risks to all engagement team
members including internal specialists, and remained alert to any indications of fraud or non-compliance with
laws and regulations throughout the audit.

Report on other legal and regulatory requirements

12. Opinion on other matter prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

« the information given in the Strategic Report and Directors' Report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

+ the Strategic Report and Directors' Report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified any material misstatements in the strategic report or the directors’ report.

13. Matters on which we are required to report by exception

13.1 Adequacy of explénations received and accounting records
Under the Companies Act 2006 we are required to report to you if, in our opinion:

+ we have not received all the information and explanations we require for our audit; or

+ adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

+ the financial statements are not in agreement with the accounting records and returns.

We have nothing to report in respect of these matters.

13.2 Directors' remuneration
Under the Companies Act 2006 we are also required to report if in our opinion certain disclosures of directors'
remuneration have not been made.

We have nothing to report in respect of this matter.
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Anglian Water (Osprey) Financing Plc

Independent Auditor's Report to the Members of Anglian Water (Osprey) Financing
Ple

14. Other mAatters

14.1 Auditor tenure

Following the recommendation of the audit committee, we were appointed by thé board of directors on 1
September 2016 to audit the financial statements for the year ending 31 March 2017 and subsequent financial
periods. The period of total uninterrupted engagement including previous renewals and reappointments of the
firm is 5 years, covering the years ending 31 March 2017 to 31 March 2021.

14.2. Consistency of the audit report with the additional report to the audit committee
Our audit opinion is consistent with the additional report to the audit committee we are required to provide in
accordance with ISAs (UK).

15. Use of our report ' .
This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

James Leigh (Senior Statutory Auditor)
For and on behalf of Deloitte LLP, Statutory Auditor

London, United Kingdom

16 June 2021
Date:,........l'.l.r.‘ .................
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Anglian Water (Osprey) Financing Plc

Profit and Loss Account for the Year Ended 31 March 2021

2021 2020
Note £ 000 £000
Other operating income - 100 100
Operating profit 100 100
Interest receivable 5 22,615 21,969
Interest payable and similar expenses 6 (22,615) (21,967)
Expected credit movement on intercompany loan 911 (833)
Net finance cost 911 (831)
Profit/(loss) before tax 1,011 (731)
Tax on profit/(loss) 8 - (19) (19
Profit/(loss) for the financial year 992 ‘ (750)

The above results were derived from continuing operations.

The notes on pages 22 to 29 form an integral part of these financial statements.
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Anglian Water (Osprey) Financing Plc

(Registration number: 07476767)
Balance Sheet as at 31 March 2021

2021 2020
Note £000 £000

Fixed assets
Investments 9 458,986 448,075
Current assets
Other receivables 10 5,225 5,232
Cash and cash equivalents 11 426 345

5,651 5,577
Total assets ‘ 464,637 453,652
Creditors: Amounts falling due within one year
Other payables ‘ 14 (5,224) (5,231)
Loans and borrowings 13 (10,000) -
Income tax liability (19) (19)
Creditors: Amounts falling due within one year ' (15,243) (5,250)
Net current (liabilities)/assets _ (9,592) 327
Total assets less current liabilities 449,394 ‘ 448,402
Creditors: Amounts falling due after more than one year
Loans and borrowings 13 (450,000) (450,000)
Net liabilities o (606) (1,598)
Capital and reserves .
Called up share capital ' ’ 12 13 13
Profit and loss account (619) (1,611)
Total Shareholders' deficit ) (606) (1,598)

Mr S

Director

The notes on pages 22 to 29 form an integral part of these financial statements.
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Anglian Water (Osprey) Financing Ple

Statement of Changes in Equity for the Year Ended 31 March 2021

) Retained
Share capital earnings Total
£000 £ 000 £000
At 1 April 2020 13 (1,611) (1,598)
Profit for the year - 992 992
Total comprehensive loss - 992 992
At 31 March 2021 13 (619) (606)
’ Retained
Share capital earnings Total
) £000 £000 £000
At 1 April 2019 } 13 (861) (848)
Loss for the year - (750) (750)
Total comprehensive loss ‘ - (750) (750)
At 31 March 2020 13 (1,611) (1,598)

- The notes on pages 22 to 29 form an integral part of these financial statements.
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Anglian Water (Oéprey) Financing Plc

Notes to the Financial Statements for the Year Ended 31 March 2021

1 General information .
The company is a private company limited by share capital, incorporated and domiciled in UK.

The address of its registered office is:
Lancaster House

Lancaster Way

Ermine Business Park

Huntingdon

Cambridgeshire

PE29 6XU

2 Accounting policies

Basis of preparation

These financial statements have been prepared in accordance with Financial Reporting Standard 101, ‘Reduced
Disclosure Framework® (FRS 101) and the Companies Act 2006 (the Act). FRS 101 sets out a reduced
disclosure framework for a ‘qualifying entity’ as defined in the standard which addresses the financial reporting
requirements and disclosure exemptions in the individual financial statements of qualifying entities that
otherwise apply the recognition, measurement and disclosure requ1rements of IFRS.

The company is a qualifying entity for the purposes of FRS 101. Note 16 gives details of the Company’s parent
and from where its consolidated financial statements prepared in accordance with IFRS may be obtained.

FRS 101 sets out amendments to IFRS that are necessary to achieve compliance with the Act and related
Regulations.

The preparation of financial statements in conformity with FRS 101 requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the
company’s accounting policies. Given the nature of the company no areas involving a higher degree of
Jjudgement or complexity, or areas where assumptions and estimates are significant to the financial statements,
have been identified by management.

The financial statements are prepared in accordance with the historical cost convention and have been prepared
on the going concern basis, further detail in the Director's report. The principal accounting policies applied in
the preparation of these financial statements are set out below. These policies have been consistently applied to
all the years presented, unless otherwise stated.

The company's functional currency is Great British Pounds (GBP) which is the currency of the primary
economic environment in which the company operates.

The notes on pages 22 to 29 form an integral part of these financial statements.
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Anglian Water (Osprey) Finanéing Ple

'Notes to the Financial Statements for the Year Ended 31 March 2021

Summary of disclosure exemptions

The followmg exemptions from the requirements of IFRS have been applied in the preparation of these financial
statements, in accordance with FRS101:

- The following paragraphs of IAS1 "Presentation of Financial Statements"

- 10(d) (statement of cash flows);

- 16 (statement of compliance with IFRS);

- 38 (comparative information in respect of paragraph 79(a)(iv) of IAS1);

- 38A (requirement for minimum of two primary statements including cash flow statements); and

- 111 (cash flow statement information)

- IAS 7 "Statement of cash flows"

- Paragraph 30-31 of IAS 8 "Accounting policies, changes in accounting estimates and errors" (requirement for
the disclosure information when an entity has not applied a new IFRS.that has been issued but is not yet
effective)

- Paragraph 8(d) of FRS 101 the requirements of IFRS 7 ‘Financial Instruments: Disclosures’

- The requirements of IAS 24 "Related party disclosures" to disclose related party transactions entered into
between two or more members of a group.

New standards, amendments and interpretations _
The following standards and amendments are effective in the company’s financial statements:
* Amendments to IFRS 9, JAS 39 and IFRS 7 ‘Interest rate benchmark reform’;

» Amendments to JAS 1 and IAS 8 ‘Definition of material’;

» Amendments to IFRS 3 ‘Definition of a business’; and

« Amendments to reference to the Conceptual Framework in IFRS standards

i. IFRS 9, IAS 39 and IFRS 7 ‘Interest rate benchmark reform’

These amendments modify specific hedge accounting requirements to allow hedge accounting to continue for
affected hedges during the period of uncertainty before the hedged items or hedging instruments affected by the
current interest rate benchmarks are amended as a result of the reforms. Hedge accounting is not applied in the
Company, therefore the financial statements were not impacted by these amendments.

ii. Other amendments
Other amendments effective during the reporting period did not have any significant impact on adoption.

Tax
Tax is recognised in profit or loss, except that a change attributable to an item of income or expense recognised
as other comprehensive income is also recognised directly in other comprehensive income.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date in the countries where the company operates and generates taxable
income.

The notes on pages 22 to 29 form an integral part of these financial statements.
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Anglian Water (Osprey) Financing Plc

Notes to the Fin'ancia'l Statements for the Year Ended 31 March 2021 .

Fixed asset investments

Investments represent loans to the immediate parent undertaking (Osprey Acquisitions Limited) and reflect the
“back-to-back™ arrangement with the Company. After initial recognition at fair value, financial investments are
held at amortised cost. This is based on the business’ practice of acquiring financial assets to collect their
contractual cash flows and the simple nature of the investments made, which consist solely of principal
" payments and interest on the principal outstanding.

The expected credit loss (ECL) model requires the Company to account for ECLs and changes in those ECLs at
each reporting date to reflect changes in credit risk since initial recognition of the financial assets, therefore this
is no longer dependent on the company first identifying a credit loss event. This requires consideration of a
broader range of information when assessing credit risk and measuring ECLs, including past events, current
conditions, reasonable and supportable forecasts that affect the expected collectability of the future cash flows
of the instrument.

In applying this forward-looking approach, a distinction is made between:

* where credit risk is low or has not increased significantly since recognition (‘Stage 1°);

* where credit risk is not low or has increased significantly since initial recognition (‘Stage 2’); and
+ where the financial asset is credit impaired (Stage 3).

‘12-month expected credit losses’ are recogmsed for Stage 1 while ‘lifetime expected credit losses’ are

recognised for Stage 2.

Expected credit losses are defined as the welghted average of credit losses with the respective risk of default
occurring as the weights.

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on that financial
instrument has increased significantly since initial recognition. For all other financial instruments, ECLs are
measured at an amount equal to the 12-month ECL.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and call deposits, and other short-term highly liquid
investments with original maturities of three months or less.

Other receivables

Other debtors are recognised initially at the transaction price. They are subsequently measured at amortised cost
using the effective interest method, less provision for impairment. A provision for the 1mpa|rment of other
debtors is established in line with expected credit loss model under IFRS 9.

Other payables
Other creditors are recognised mmally at the transaction price and subsequently measured at amortised cost
using the effective interest method.

The notes on pages 22 to 29 form an integral part of these financial statements.
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Anglian Water (Osprey) Financing Plc

Notes to the Financial Statements for the Year Ended 31 March 2021-

Borrowings .

All borrowings are initially recorded at the amount of proceeds received, net of transaction costs. Borrowings
are subsequently carried at amortised cost, with the difference between the proceeds, net of transaction costs,
and the amount due on redemption being recognised as a charge to the profit and loss account over the period of
the relevant borrowing.

Interest expense is recognised on the basis of the effective interest method and is included in finance costs.

Borrowings are classified as current liabilities unless the company has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting date.

Share capital

Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the cash or other
resources received or receivable, net of the direct costs of issuing the equity instruments. If payment is deferred
and the time value of money is material, the initial measurement is on a present value basis.

Segmental reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker. The chief operating decision maker, who is responsible for allocating resources and
assessing performance of the operating segments, has been identified as the Board of Directors.

The Company’s activity of the raising of listed debt to on-lend to Osprey Aquisitions Limited constitutes a
single class of business and, as such, no segmental reporting is required.

3 Critical accounting judgements and key sources of estimation uncertainty

There are no key accounting judgements or critical sources of estimation.

4 Operating profit

Other opex‘atiﬁg income relates to management fees charged to other group companies. The auditor's
remuneration of £2,000 (2020 - £2,000) for audit services is borne by another group undertaking with no
recharge to the Company.

5 Interest receivable and similar income

2021 2020

£ 000 £000
Interest on loans to immediate parent 22,615 - 21,969
6 Interest payéble and similar expenses ]

2021 2020

£ 000 £000
Interest on other loans : 22,615 21,967

The notes on pages 22 to 29 form an integral part of these financial statements.
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Anglian Water (Osprey) Financing Plc

Notes to the Financial Statemehts for the Year Ended 31 March 2021

7 Directors' remuneration and employee information

None of the directors received any emoluments for their services to the company in this or the preceeding year.

There were no employees of the company in this or the preceeding year.

8 Tax on loss
Tax charged in the profit and loss account

2021 2020
£000 £ 000

Current taxation
UK corporation tax 19 19

The tax on profit before tax for the year is higher than the standard rate of corporation tax in the UK (2020 -
higher than the standard rate of corporation tax in the UK) of 19% (2020 - 19%). In the March 2021 Budget it
was announced that legislation will be introduced in Finance Bill 2021 to increase the main rate of UK
corporation tax from 19% to 25% and this would take effect from 1 April 2023. The expected impact of this
change is not deemed to be material.

2021 2020
£ 000 £000
Profit/(loss) before tax 1,011 (731)
Corporation tax at standard rate 192 (139)
Increase from effect of income not taxable / (expenses not deductible) in
determining taxable profit , 35 158
Total tax charge - v 227 ' 19

9 Investments held as fixed assets

Investments represent loans to the immediate parent undertaking, Osprey Acquisitions Limited, and reflect the
"back-to-back" arrangements with the company and Osprey Acquisitions Limited. There are two loans, the first
with @ principal amount of £210,000,000 and an interest rate of 5% and maturity date of 30 April 2023, the
second with a principal amount of £240,000,000 and interest rate of 4% and maturity date of 8 March 2026. In
addition, £10,000,000 has been lent following a drawdown under the revolving credit facility and an interest rate
of 2.54%.

Amounts receivable from group companies are measured at amortised cost.

The notes on pages 22 to 29 form an integral part of these financial statements.
Page 26



Anglian Water (Osprey) Financing Plc

Notes to the Financial Statements for the Year Ended 31 March 2021

Cost

£ 000
At 1 April 2020 450.000
Additions ‘ 10.000
At 31 March 2021 460,000
Provision for impairment
At 1 April 2020 1.925
Impairment in financial year ©11)
At 31 March 2021 . 1,014
Net Book Value
At 31 March 2020 448,075
At 31 March 2021 458.986
10 Other receivables
2021 2020
: £ 000 £000
Receivables from parent undertaking 5,225 5,232

Amounts owed by group undertakings represent interest outstanding on back-to-back loans and the loan due to
be repaid within 12 months. :

11 Cash at bank and in hand ,
2021 2020

. £ 000 £000
Cash at bank 426 345
12 Called up share capital

‘Alloted, called up and part paid shares 2020 2019
No. £ No. £
Ordinary shares 'of£1 each 50,000 12,501 50,000 12,501

The company has one class of ordinary shares which carries no right to fixed income.

13 Loans and borrowings

2021 2020

£ 000 £000
Current loans and borrowings
Other borrowings 10,000 -

The notes on pages 22 to 29 form an integral part of these financial statements.
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Anglian Water (Osprey) Financing Plc

Notes to the Financial Statements for the Year Ended 31 March 2021

2021 2020
£000 £000
Non-current loans and borrowmgs
Other borrowings 450,000 450,000

Current other borrowings is the amount drawn under the syndicated revolving credit facility. This amount is
repayable after one month but can be re-borrowed immediately, with an interest rate of 2.54%

Non-current other borrdwings comprise of two listed bonds, the first with a principal amount of £210,000,000
and an interest rate of 5% and maturity date.of 30 April 2023, the second with a principal amount of
£240,000,000 and interest rate of 4% and maturity date of 8 March 2026.

A security agreement dated 31 January 2011 between .Anglian Water (Osprey) Financing Plc, Osprey
Acquisitions Limited and Deutsche Trustee Company Limited (as agent and trustee for itself and each of the
Finance Parties to the Guaranteed Secured Medium term Note Programme) creates a fixed and floating charge
over the assets of Anglian Water (Osprey) Financing Plc and Osprey Acquisitions Limited. In addition there is a
fixed charge over the issued share capital of Anglian Water (Osprey) Financing Plc and AWG Parent Co
Limited. At 31 March 2021 this charge applies to £460.0 million of the debt listed above.

In accordance with' [FRS 9, 'Financial instruments', Anglian Water (Osprey) Financing Plc has reviewed all
contracts for embedded derivatives that are required to be separately accounted for if they do not meet certain
requirements set out in the standard. There were no amounts recorded in the profit and loss account for gains
and losses on embedded derivatives in the year ended 31 March 2021 (2020: £nil).

Borrowmg facilities
The company has a £250,000,000 syndicated revolving credit facility, of WhICh £10 000,000 was drawn down at
year end.’

14 Other payables

2021 2020
£ 000 £000
Accrued interest on external loan payable _ 5,224 5,231

15 Non adjusting events after the financial period

On 15 June 2021, the Company called up the outstanding nominal share capital on its 49,999 Ordinary £1 shares
(£0.25 paid up on 22 December 2010) from the Company’s sole shareholder, Osprey Acquisitions Limited
(“OAL”). OAL responded to the call on the same date, resulting in the Company having an issued, fully paid up
share capital of 50,000 Ordinary £1 shares by close of business on 15 June 2021.

The notes on pages 22 to 29 form an integral part of these financial statements.
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' Anglian Water (Osprey) Financing Plc

Notes to the Financial Statements for the Year Ended 31 March 2021

16 Parent and ultimate parent undertaking

The company’s immediate parent undertaking is Osprey Acquisitions Limited, a company registered in England.

Osprey Acquisitions Limited is the parent company of the smallest group to consolidate the financial statements
of the company, copies of which can be obtained from the Company Secretary at the registered address:
Lancaster House, Lancaster Way, Ermine Business Park, Huntingdon, Cambridgeshire PE29 6XU.

Anglian Water Group Limited, whose registered address is 44 Esplanade, St. Helier, Jersey, JE4 OWG, is the
parent company of the largest group to consolidate the financial statements of the company, copies of which can
be obtained from the Company Secretary, Lancaster House, Lancaster Way, Ermine Business Park, Huntingdon,
Cambridgeshire PE29 6XU.

The Directors consider Anglian Water Group Limited, a company registered in Jersey, to be the ultimate parent
undertaking and controlling party. Anglian Water Group Limited is itself owned and controlled by a consortium
of investors consisting of CPPIB (Hong Kong) Limited, First Sentier Investors, Infinity Investments S.A.,
Global InfraCo (HK) E. Limited and Camulodunum Investments Ltd.

The notes on pages 22 to 29 form an integral part of these financial statements.
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