
  

 

        
          

                                                                                                     

 

                                                                                                                                                                                                                                                             

                    

By email LondonFreshfields Bruckhaus Deringer LLP65 Fleet Street
FAO Douglas Cooper Project D rector E Competitiion and Markets Authority www.freshfields.com25 Cabot Square DLoOcNID56136326/1London Our RefE14 4 QZ 160037 0033 JMA
11 May 2020Dear DouglasOfwat Price Redeterminations - Heathrow Airport Limited SubmissionsWe are writing on be alf of Heathrow Airpor Limited (HAL) in response to the CMA’sinvitation to provide submissions relevant to itts redete mination of Ofwat’s “PR19” pricecontrol decisions for thhe period 1 April 2020 to 31 Marrch 2025 in respect of four licensedwater companies.As the CMA will be aware, the CMA is currently engaged in a par ll l price control re-determination process for NATS En-route Limited (NATS) following aa reeference made to itby the Civil Aviatio Authority (CAA) on 19 November 2019 (the RP3 Rede rmination). Inthe RP3 Redeterminnation, HAL has made a number of submissions and attteended a hearingwith the CMA.HAL notes that each of the water companies whose price control is now subject to re-ddeattearfmorinsaettitoi gbtyhethceosCtMofAcahpaivtaelrianisthede rvealreivoaunstipsrsiuceescroeletrvoalnptetroiothde. aSpimpriolaprriiastseuemseatrheoudnadnedrconsideratio nnn by the CMA in the RP3 Redetermination annd a substantial part of HAL’s writtenand oral submissions and evidence have addressed these issues.In that context, and following a specific invitation from the CMA in an email to me fromJudith Ross on 6 May 2020, we enclose the submissions and supporting documents submitt dHAL in the RP3 Red termination which are d rectly relevant to the issues being considereedbbyy the CMA in the curreent PR19 water redetermiination. 

Freshfi lds Bruckhaus Deringer LLP is a limited liability p rtnership registered in England and Wal with registered number OC334789. It is authorised andregulateed by the Solicitors Regulation Authority. For regulaatory information please refer to www.freesshfields.com/support/lega notice.A l of the members (and of the n -members who are designated as p rtners) of Freshfields Bruckh us Deringer LLP is availlable for insp c ion at tsregiissttered office, 65 Fleet Street, Loonndon EC4Y 1HS. Any reference to aa partner means a member, or aa consultant or employee with equivaleentt standiing andqualifications, of Freshfields Bruckhaus Deringer LLP or any of its affiliated firms or entities. 



     

      

 

                                                                                                                                                                                                                                                                                                                     

                                                                       

Accordingly, enclosed with this letter are the following: 22 
a) HAL’s initial submission in the RP3 Redetermination dated 24 December 2019 andassociated annexes relevant to cost of capital:1i. A: , Review of UKRN recommendations on the Real TMR. B NNEERRAA, Cost of Equity for HAL at H7iiii. D:: xera, E timating RPI-adjusted equity returnsii . E OOxera, Asssessment of fut re TMRvv. F:: Heathrow, Draft Initial Buusiness Plan, Chapter on WACCb) H1v7Ai.ALp’sri
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xxxxxxnsGaen:dtEoactsohsneoocCmiaMitceAdInaPsnirgnohevtxi,seLisoonrceaallelFvlaairnngdteitnocgacspoivsntstoEhfuecrRoapPini3tdaiRlc: eedseftoerrbmeitnaaetisotinmdaatitoendi. Annex A: Oxera, Response to the CMA on estimating RPI-adjusted equitymarket returns. B Oxera, Is aiming up on the WACC beneficial to customers?iiii. C Heathrow, Effect of Gearing on WACCiiv. AAAnnnnnneeexxx D::: Oxera, Corporate bond spreadsFor the oidance of doubt, these enclosed submissions and supporting d cuments, some ofwhich haavve previously been published on the CMA’s website, do not coontain confidentialinformation.Each of he above contain subm ssions and evidence relevant to the methodology and datarelevant tto th cost of capital, including pproaches ad pted in recent publ cations of the UKRegul ors Neetwork (UKRN) whiich are aalso relevant too Ofwat’s PR19 deciisions. In order tofacilitaatte the CMA’s effic ent review of information most relevant to the waterredeterminat ons, nd in partiicular t e as essmen of cost f capital, we have greyed outpassages whiich deaal with issues whichh are p cific tto NERL oor the RP3 Red termination dtherefore appear to be less relevant to the issssuees which have been raised in thee water compaannysubmissions to date.We would be happy to assist should the CMA have any questions. 

This excludes Annex C which focuses on HAL specific issues regarding the cost benefit analysis ofmeasures to improve delays. 
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