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Ofwat 
Centre City Tower 
7 Hill Street 
Birmingham B5 4UA 
OfwatPandO@ofwat.gov.uk 
PR24@ofwat.gov.uk 

29 September 2022 
 
Dear Sir / Madam, 
 
Response to Ofwat consultation to modify licences in relation to financial resilience issued July 2022 
 
InfraRed Capital Partners (“InfraRed”), Allianz Capital Partners (“ACP”) on behalf of The Allianz Group 
(“Allianz”), and DIF Capital Partners (“DIF”) collectively manage 100% of the equity in Affinity Water. We are 
writing to re-iterate our support for continued investment in the water sector. In addition to Affinity’s planned 
£1.4bn investment over AMP7, we anticipate that significant further investment will be required in AMP8 and 
beyond to support key policy priorities, including supply resilience, climate resilience, net zero, and protecting 
our chalk streams.  
 
We refer to our previous letter of 31 January 2022 in response to Ofwat’s discussion paper on financial 
resilience from December 2021. In that letter we indicated our view that: 

 Ofwat has not demonstrated that financial resilience in water companies poses any tangible risk to 
customers or taxpayers 

 Regulatory intervention in capital structure does material and observable harm to the sector as a 
reliable destination for investment, and also cuts across company directors’ responsibilities 

 Such intervention may represent disproportionate regulation that leads ultimately to customer harm if 
it reduces investor confidence in the sector 

 Such intervention risks weakening the investment case for all UK regulated sectors 
 
We acknowledge that Ofwat has engaged constructively with investors since then and has set out more 
targeted proposals in this latest consultation compared to the suite of actions contemplated in the December 
2021 discussion paper.  
 
However, we remain of the view that the proposals are neither justified nor desirable. They risk affecting 
investors’ perception of the stability of the regulatory regime following an already challenging PR19 price review 
when many investors (including Affinity Water shareholders) committed to reinvesting dividends and/or putting 
new equity at risk. 
 
Furthermore, we believe the proposals have the unwelcome effect of undermining Board ownership on 
fundamental matters such as capital structure and we remain unconvinced that the tools Ofwat proposes to 
use would deliver tangible improvements for customers or enhance financial resilience. 
 
We support Ofwat’s decision not to link the lock-up condition to operational performance, which we believe 
could create excessive volatility in dividends, which could in turn make equity in water companies less attractive 
and hence increase the cost of capital.  






