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INNOVATIVE STRUCTURE ENABLES UK WATER COMPANY
TO ACCESS LOW-COST FINANCING

Inflation-Linked Funding Achieved with Ambac Guarantee

. ”1'@ . Despite si_gniﬁcgnt upward pressure on credit' prici.ng ig the
capital markets in April 2005, Anglian Water accessed inflation-linked
Freshwater financing at record low cost thanks to an innovative repackagin
Finance PLC £ &t ™ packaging
structure provided by HSBC and enhanced by Ambac Assurance UK

£402,000,000 Limited.

Repackaging of Anglien

= Anglian Water issued £402 million of 30-year Class A inflation-
linked notes through its MTN programme, which were acquired via a
private placement by Freshwater Finance plc, an independent special
purpose company established in connection with this transaction.
Freshwater subsequently entered into a swap with HSBC and issued /402 million of fixed
rate notes and sought to strengthen the large majority of this issuance with a triple-A
financial guarantee. Ambac, with extensive experience in whole business securitisations and
the UK water sector, was asked to provide this guarantee.

Although this transaction was launched at a time of significant market volatility and
spread widening, a well-executed marketing effort by the company and the lead managers,
together with Ambac's guarantee, resulted in strong demand for the deal from a broad
investor base. The £400 million Ambac-wrapped notes priced tightly and enabled Anglian
Wiater to access the long-term inflation-linked Sterling market at a cost that would otherwise
have been unachievable, closing the deal in April 2005.

For additional information, please contact:

Rebecca L. Pynt, Managing Director, +44 20 7786 4321, rpynt@ambac-uk.com

This report has been prepared by Ambac Assurance Corporation and its affiliate, Ambac Assurance UK Limited (together "Ambac"). Itis distributed outside the United States and solely
to assist issuers and their underwriters and financial advisors in gaining a better understanding of Ambac's expertise as a financial services group. This report may not be circulated in
the United States or to any U.S. person. The products offered by Ambac and described herein have not been and will not be registered under the U.S. Securities Act. The relevant contents
of this report have been approved for the purposes of Section 21 of the Financial Services and Markets Act 2000 by Ambac Assurance UK Limited of 6 Broadgate, London EC2M
2QS. Ambac Assurance UK Limited is authorised and regulated by the Financial Services Authority. This report was written by personnel of Ambac, based on information available
and believed to be accurate and complete as of April 20, 2005 the date the report was issued (the "Issuance Date"), which information was obtained from sources believed to be reliable.
However, because of the possibility of error and the occurrence of subsequent events, Ambac does not guarantee the accuracy or completeness of this report as of the Issuance Date
or its continued accutacy as of any date subsequent thereto. This report is distributed for information purposes only and nothing contained herein should be viewed as investment advice
or as constituting a recommendation to buy, hold or sell the obligations described herein. Ambac has insured the bond and interest rate swap intermediation agreement described above
and has received fees for the issue of financial guarantee insurance policies and interest rate swap intermediation agreements covering such obligations. In addition, Ambac may from
time to time provide other investment or financial products or other services for, or solicit other business from, or invest in securities of, the issuer of the obligations described in this
report. HSBC Bank plc was the financial advisor on this transaction.
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