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OFFICIAL

Revenue Statement - 2024/25 Allowed Revenue

Submitted to Ofwat on 21 December 2023

Year preceding

Prior Charging Prior Charging Current Charging Forthcoming

Year Year Year Charging Year

£, nominal 2021/22 2022/23 2023/24 2024/25

Allowed Revenue | 87,029,095 [ | 86,316,446 | 117,946,599 | | 133,568,927 |
Amounts received from TWUL in Charging Year | 72,886,391 | | 86,667,996 |
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IP Charge Notification - 2024/25 Allowed Revenue

Submitted to Thames Water on

IP Charge for 2024/25 (£) | 133,568,927 |

November 2023 RPI
377.3
Source: ONS (20 December 2023 release)
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Introduction

The following section sets out how Tideway's Allowed Revenue calculation has been made for the charaina vear 2024/25 (Tenth Charain Year).

OFFICIAL

Statement of calculation

The Licence has been written to provide the basis of a revenue submission in a tvical vear. Anumber of detailed modellina assumptions have been made in interpretina Appendix 1 of the Proiect Licence to ensure the mechanics of the calculation are in line with the soirit of the licence. These modellina assumbtions are set out in the table below.

This model. including these assumptions. as set out in the table below. has been sent to Ofwat. In an email dated 29/09/2023, Ofwat noted it is content with the resolutions described

Sheet Issue Resolution

BBRA Inputs

2020, BBRA

Inputs 2021, 11 201415 RPI Adjustment Factor refers to "the percentage movement in the RPI (Al ltems) index as published by ONS for the period April to September in the calendar year..." However, ifthe index Interpret the movement for the period April to September as the movement between the March and September index values, which ensures April

‘;BRA INpUts  ajyes for April and September are taken, this only picks up 5 months of inflation. Together with the other elements of the formula, this results in an underestimate of inflation for the Charging Year.  inflation is also picked up.

Calculation

2023,

BBRA

Calculation

2020, BBRA  pnnual Actual Project Spend for the current Charging Year (Yt-1) feeds into the calculation of RCV, which s required for the calculation of the Return on Capital and Liquidity building blocks. The

Calaulation " jiconce specifies that Annual Actual Project Spend should be deflated by the Applicable Change in Cost RP! for a Charging Year, rather than the 2014/15 RPI Adjustment Factor. However, the Use the 2014/15 RPI Adjustment Factor to deflate the Annual Actual Project Spend in the current Charging Year. This will be trued up in next

2021,BBRA  pppjicable Change in Cost RPI can only be calculated following the publication of RP! for each month of the relevant Charging Year. This information is not available for the current Charging Year at the year's Revenue Statement as part of the building block reconiliation adjustment

Calculation e the Revenue Statement is prepared.

Calculation

2023,

BBRA

Caloulation

2020, BBRA . Use approach consistent with definition of 2014/15 RPI Adjustment Factor but with actual inflation used up to September of Yt. This is equivalent

2020 AR Inorder o reconcile Allowed Revenue calculated i prior years for updated infiation it s ot appropriate to use the 2014/15 RPI Adjusiment Factor defined in Tideway's licence as more up to date 1 appiying tho 2014718 RP Adjustment Facior valuse a8 calcurated fo the Tenth Charging Year Allowed Revencs caloulation, and enaures the

information is available (i.e. a further year of actual inflation data which can be used to replace the forecast). ! ‘

2021, BBRA latest actual RPI data is taken into account.

Calculation

2022.

Caloulation ~ One of the terms in the formula for the under/over recovered revenue adjustment (as set out in Appendix 1, Part A7 of Tideway's licence) is ‘the amount in respect of the IP Charge recovered by the  Interpret “the amount i respect of the IP Charge recovered by the Infrastructure Provider in respect of Charging Year 2" as the amount that has

2023 Infrastructure Provider in respect of Charging Year t-2". However, the licence does not specify the time period to which this element of the calculation should relate. been paid by Thames Water to Tideway and receipted in Tideway's bank account prior to the end of September of Charging Year t-1.

Apply a net present value adjusment in nominal terms by using (1+BWACC) as the real discount factor and adjusting for inflation using RP
“To reconcile amounts not yet received in respect of Charging Year t-2, this involves multiplying the unadjusted reconciliation amount by
(1+BWACC)"2 and the ratio between the Applicable Change in Revenue RP of the two charging years (to account for the two year delay in

Caloulation  Appendix 1, Part A7 of Tideway's licence requires that the underfover recovered revenue adjustment is calculated on a net present value neutral basis using the BWACC, but it does not specify the ~ "Venue receipts).

2023 adjustment formulaically or specify the means of adjusting for inflafion. A separate one-year NPV adjustment is applied to the further amounts received in respect of any Charging Year falling prior to Charging Year t-2
that have not been included in a previous revenue adjustment calculation. This is to account for the one-year delay between the collection of the
original amounts and their incorporation into this revenue adjustment calculation for the forthcoming Charging Year. The adjustment involves
multplying the unadjusted reconciliation amount by (1+BWACC) and the ratio between the Applicable Change in Revenue RP! in the current
and forthcoming Charging Years.

Apply a net present value adjustment in nominal terms by using (1+BWACC) as the real discount factor and adjusting for inflation sing RPI,
taking into account the number of years since the Allowed Revenue for a given year was first calculated. This involves multplying the
ggg“a“"” Appendix 1, Part A 8 of Tideway's licence requires a reconciliation adjustment of a number of building blocks for updated values. The licence requires that the adjustment is calculated on a net present  reconciliation amount by (1+BWACC) raised to the power of the number of years since the Allowed Revenue for the relevant year was first
value neutral basis using the BWACC, but it does not specify the adjustment formulaically or specify the means of adjusting for inflation. calculated, and the ratio between the Applicable Change in Revenue RP! of the two Charging Years. The reconciliation amount is calculated
relative to the value calculated in the prior year. The formulae used to perform this reconciliation are as set out i this statement of calculation.

BBRA

Caloulation

2020, BBRA

Calculation .

ot :3:‘:::(5\;‘;;“ on Capilal and Adional Liquidty Building Blocks may never become relevant i these building blocks may only become relevant if Tideway applies for an Increase in AloWed g, c_1culations for Adtional Return on Capital and Adtional Liquidity unt hera is @ non-negligible probabilty that these will be required.

Calculation -

2022,

Caloulation

2023,

Key to Charging Years

Year Charging Year Full

2015/16 First Charaina Year
2016117 Y2 Second Charaina Year
2017118 Y3 Third Charaina Year
2018119 Y4 Fourth Charaina Year
2019/20 Y5 Fifth Charaina Year
2020721 Y6 Sixth Charaina Year
2021/22 Y7 Seventh Charaina Year
2022/23 8 Eiahth Charaina Year
2023/24 Yo Ninth Charaina Year
2024125 Y10 Tenth Charaina Year
2025/26 Y11 Eleventh Charaina Year
Summary

Below is a hiah-level breakdown of the Allowed Revenue for the Tenth Charaina Year. with respect to each of the buildina blocks involved in the calculation.

"Tidewav Allowed Revenue (t) = Return on cavital + Liauidity + Operatina expenditure
Tidewav Allowed Revenue (Tenth Charaina Year) = 1340 +39 +0
= 1336 (Em)

The calculation of each of these elements is described below.

Inputs

- Financina cost adiustment +Tax + Revenue adiustment + Buildina block for reconciliation adiustment

-18.4 +0 +128 12

+ Additional return on capital

0

+ Additional liauiditv

0

The inputs to this calculation, and the sources of these inputs, are set out on the "Inputs 2023" "BBRA Inputs 2022" "BBRA Inputs 2021", and "BBRA Inputs 2020" sheets of this workbook. The "BBRA Inputs 2020" sheet isolates the inputs required to reconcile Allowed Revenue first calculated in 2020 (for the seventh charging year), "BBRA Inputs 2021" sheet isolates the inputs required to reconcile Allowed Revenue first calculated in 2021 and

the "BBRA Inputs 2022" sheet isolates the inputs required to reconcile Allowed Revenue first calculated in 2022.

All the reconciliations are for updated cost and inflation data and the inputs are consistent with those set out on “Inputs 2023"

In line with Appendix 1 A8 of Tidewav's licence. the Expenditure Forecast s that most recentlv verified bv the Independent Technical Assessor (verified 25/10/2023).
It represents the company's latest verified forecast of cash expenditure over 2023/24, 2024/25 and 2025/26

Return on Capital
The Return on Capital buildina block allows Tidewav to earn a return on caital in relation to the forecast averaae RCV in the Charaina Year in auestion.
Averaae RCV is calculated usina annual actual. estimated and forecast allowable proiect soend. as shown in the table below.

2015116 2016117 2017118 2018119 2019120 2020121 2021122 2022123 2023124 2024125 2025126
£m, 2014/15 prices vi v2 v3 2 ¥: Y v: ¥: v9 v10 vi1
Openina RCV/ 0.0 1487 4785 9623 14903 20245 24976 29354 3307.9 35633 37400
Allowable Project Spend 148.7 3208 4838 528.0 5342 4731 437.9 3725 2554 176.7 336
Closina RCV 1487 4785 9623 14903 20245 24976 29354 3.307.9 3563.3 37400 37736
Average RCV 744 3136 7204 12263 17574 22610 27165 34217 34356 36516 3.756.8
For the Tenth Charaina Year. this buildina block is calculated as follows:
Return on Capital = Average RCV in Y10 . Bid WACC . Applicable Change in Revenue RP! for the Tenth Charaina Year
= 36516 . 2.497% . 377.3
256.7
= 1340 (Em)
Liquidity
The Liquiditv building block allows Tideway a liquidity allowance (return on capital) in relation to the incremental average RCV i the vear followina the Charaina Year in auestion.
For the Tenth Charaina Year. this buildina block is calculated as follows:
Liquidity = (Forecast average RCV in vear 10 - Average RCV in vear 9) * Bid WACC * Applicable Change in Revenue RP! for the Ninth Charaina Year
= 105.2 . 2.497% . 377.3
256.
= 39 (Em)
Operating Expenditure (opex)
In line with Tideway's licence. the Opex buildina block is currently zero as all costs are accounted for as capital expenditure.
Financing Cost Adjustment
The Financing Cost Adiustment buildina block is intended to protect aqainst movements in the market cost of debt. recoanising that Tideway's Bid WACC will apply for a much lonaer period than the standard five vear control period for a WaSC or WoC.
The Financina Cost Adiustment will apolv to movements in the market cost of debt until (and includina) 31st March 2021.
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The Financina Cost Adiustment for a aiven vear is calculated as follows:

Financina Cost Adiustment (t) = (Net Debt (t-2) - Net Debt (t-3)) * Market Cost of Debt Adjustment Factor (t) * (1 + BWACC)*2 * Applicable Change in Revenue RPI (t)
Aoplicable Chanae in Revenue RP! (t-2)

where Market Cost of Debt Adiustment Factor (t) = i) if the difference between the BRP and the ARP on anv ARP Calculation Date is +/- 50 bos. the market cost of debt adiustment will be 0
ii) if the difference between the BRP and the ARP is between (+/-) 51 bps and 100 bps. the market cost of debt adiustment factor will be equal to 50% of the amount bv which such difference exceeds 50bps
iii)if the difference between the BRP and the ARP is areater than +/- 100 bps. the market cost of debt adiustment factor will be eaual to the amount bv which such difference exceeds 75 bos
The Market Cost of Debt Adiustment Factor shall be expressed as a positive fiaure where the ARP exceeds the BRP. and a neaative fiaure where the BRP exceeds the ARP.

BRP = the 12 months' trailina averaae of the Financing Cost Adiustment Index Yield as at 31 March 2015
ARP = the 12 months' trailina averaae of the Financina Cost Adiustment Index Yield as at 31 March of Charaina Year t-2

where the Financina Cost Adiustment Index Yield = (1+ iBoxx BBB UK non-financials with 10+ vear maturitv) -1
(1 + spot implied inflation rates for 10 vear maturitv published by the Bank of Enaland)

Note that where the ratio between Net Debt and Ofwat-stated RCV (current prices) is hiaher than the notional debt to RCV ratio, Net Debt will be deemed to equal the notional debt to RCV ratio multiplied by the Ofiwat-stated RCV in current prices.

The Financina Cost Adiustment Buildina Block for each Charaina Year is the sum of the Financina Cost Adiustment for that Charaina Year and all previous Charaina Years. to reflect the build-up of the market cost of debt protection over time.

The table below summarises the build-up of the Financina Cost Adiustment in previous vears. and details of prior vears calculations are available in previous Revenue Statements (with the relevant Revenue Statement identified in the table).

There was no Financina Cost Adiustment in respect of the Allowed Revenue for the First or Second Charaina Years, as in both cases, Tidewav did not exist in Charaina Year -2 and t-3. and so did not hold anv Net Debt at this time.

The Financina Cost Adiustment buildina block was zero in the Third Charaina Year as the difference between the BRP and ARP was less than 50 bbs. and therefore the Market Cost of Debt Adiustment Factor was zero.

The Financina Cost Adiustment for the Eiahth charaina vear includes an adiustment aareed with Ofwat to correct for an error in the published net debt fiqure within the requlatory accounts. Prior vear net deb fiaures were restated throuah the Reconciliation Adjustment and it was aareed that a one off adiustment to correct the FCA would be applied. so that customers and Tidewav are in a position as if the error had never occurred.

Charging Year
2015/16 I 2016/17 2017/18 2018/19 2019/20 2020721 2021722 2022123 2023724 2024125
Revenue Statement 2015 201 2017 201 2019 202 2021 2022 2023
Base Reference Point 1.30% 1.30% 1.30% 1.30% 0% 30% 1.30% 1.30% 0.00% 0.00%
Annual Reference Point 1.30% 1.30% 1.43% 0.35% 19 23% 0.47% -0.88% 0.00% 0.00%
Market Cost of Debt Adiustment Factor 0.00% 0.00% 0.00% 022% -054% 32% 1.01% -1.43% 0.00% 0.00%
Chanae in Net Debt 1304 1855 43 152 613 532 00 0.0
Adjustment agreed with Ofwat in the 202223 Revenue
Statement 02 00 00
Financina Cost Adiustment 000 0,00 000 05 A5 22 67 -84 00 0.0
Financina Cost Adiustment buildina block i 000 0.00 000 05 1.0 32 99 184 -18.4 -18.4
For the Tenth Charaina Year, this buildina block is calculated as follows:
Financina Cost Adiustment (vear 8) = (Net Debt (vear 6) - Net Debt (vear 5)) * Market Cost of Debt Adjustment Factor (vear 8) * (1 + BWACC)"2 * Applicable Chanae in Revenue RP! (vear 8) + Adiustment aareed with Ofwat to correct for net debt error within the requlatory accounts

Applicable Chanae in Revenue RP! (vear 6)

= (1689.5 - 115697 ) * -1.43% . (1+0.02497) 72 * 122 + 02

= 8.4 (Em)
Where the Market Cost of Debt Adiustment Factor (vear 8) results from the difference between the BRP and the ARP:
BRP - ARP= 1.30% - -0.88%
= 2.18%. a difference of 218 basis points. which falls in the areater than 100 bps band.

This leads to a Market Cost of Debt Adiustment Factor (vear 8) of the amount by which this difference exceeds 75bps. or (2.18% - 0.75%)) = -1.43%
(The Market Cost of Debt Adiustment Factor shall be expressed as a positive fiaure where the ARP exceeds the BRP. and as a neaative fiaure where the BRP exceeds the ARP)

Financina Cost Adiustment buildina block = Financing Cost Adiustment(vear 1) + Financina Cost Adi 2) + Financing Cost 3) + Financina Cost 4) + Financing Cost Adi 5) + Financina Cost ) + Financina Cost Adi 7)+ Financina Cost Adiustment(vear 8)
= 0 +0 +0 05 A5 22 67 84
= 184 (€m)

Tax
In line with Tidewav's licence. the tax buildina block is zero as Tidewav is not currently required to pav corporation tax or any other income-based tax.

Revenue Adjustment
The revenue adiustment buildina block is to reconcile for under/over recovered Allowed Revenue in previous Charaina Years. Appendix 1 A7 of the licence defines it as:

RA Yt= Allowed Revenue for Charaina Year -2 - (the amount in respect of the IP Charae recovered by the Infrastructure Provider in respect of Charaina Year t-2 + the amount in respect of the IP Charae recovered by the Infrastructure Provider in respect of anv Charaina Year fallina rior to Charaina Year t-2 that has not been included in anv previous RA calculation)
This buildina block applied for the first time in the Fourth Charaina Year (2018/19). There was no revenue adiustment for the Allowed Revenue in the Third Charaina Year. as Thames Water onlv started billina Tideway's revenue in the Second Charaina Year (2016/17).

The Revenue Adiustment for the Tenth Charaina Year is based on recoverv of revenue for the Second. Third. Fourth. Fifth. Sixth. Seventh and Eiahth Charaina Years. The Eiahth Charaina Year is beina reconciled for the first time and the Second. Third. Fourth. Fifth. Sixth and Seventh Charaina Years are beina reconciled to remove amounts that have been reconciled previouslv but have subseauentlv been recovered from Thames Water.
The table below sets out the amount in respect of the IP Charae recovered by Tideway in respect of the Sixth Charaina Year at the time this Revenue Statement is beina prepared. This is split between 2020/21 (as reported in our 2020/21 Annual Report) and the period April to September 2021 (consistent with the assumptions set out in the table at the beainnina of this statement).

Payment received from Thames Water in period
£m Total

201617 2017118 201819 2019720 2020121 2021/22 2022123 2023724

Charging Year ‘Allowed revenue Apr-Sep Oct-Mar Apr-Sep Get-Mar Apr-Sep Get-Mar Apr-Sep Get-Mar Apr-Sep Get-Mar Apr-Sep Get-Mar Apr-Sep Get-Mar Apr-Sep
2015/16 1.2 121 146 43 08 03 02 324

2016/17 224 04 ER) 00 03 00 00 00 00 00

2017/18 285 nia n/a 9.3 124 24 0.4 0.2 2.0 0.0 1.3 0.4 0.0 0.0 0.0 0.0 281
2018/19 492 n/a nia nla n/a 163 187 107 1.0 05 16 0.0 0.1 0.0 0.0 0.0 479
2019/20 634 nla nia n/a n/a n/a n/a 201 243 112 25 05 01 01 01 00 608
2020721 765 n/a na n/a n/a n/a n/a n/a n/a 154 351 136 34 05 02 02 68.1
2021/22 87.0 nla nia n/a n/a n/a n/a n/a n/a n/a n/a 247 306 218 47 10 82.9
2022/23 863 n/a na n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a 245 349 115 709

Note: The table data to the end of 2022/23 is extracted from Tideway's 2022/23 Annual Report. [Requlatory Accounts Table TTTA]

Reconciliation amounts in respect of Eiahth Charaina Year = Allowed Revenue for Eighth Charaing Year - Amountin respect of the IP Charge recovered by the Infrastructure Provider in respect of Eighth Charaing Year (to end of June 2023)
(before NPV adjustment)

= 86.3 - 709

= 15.4 (Em)
Reconciliation amounts in respect of Seventh Charaina Year = Amount n respect of the IP Charqe recovered by the Infrastructure Provider in respect of Seventh Charaing Year (to end of June 2023) - Amountin respect of the IP Charge recovered by the Infrastructure Provider in respect of Seventh Charaing Year (to end of September 2022)
(before NPV adjustment)

= 82.9 _ 774

= 5.7 (Em)
Reconciliation amounts in respect of Sixth Charaina Year = Amount n respect of the IP Charqe recovered by the Infrastructure Provider in respect of the Sixth Charaing Year (to end of June 2023) - Amountin respect of the IP Charqe recovered by the Infrastructure Provider in respect of Sixth Charaing Year (to end of September 2022)
(before NPV adjustment)

= 68.1 - 678

= 0.4 (m)
Reconciliation amounts in respect of Fifth Charaina Year not previouslv included = Amount n respect of the IP Charqe recovered by the Infrastructure Provider in respect of the Fifth Charaing Year (to end of June 2023) - Amountin respect of the IP Charge recovered by the Infrastructure Provider in respect of Fifth Charaina Year (to end of September 2022)
(before NPV adjustment)

= 60.8 - 607

= 0.1 (£m)
Reconciliation amounts in respect of Fourth Charaina Year not previouslv included = Amount n respect of the IP Charae recovered by the Infrastructure Provider in respect of the Fourth Charaing Year (to end of June 2023) - Amountin respect of the IP Charge recovered by the Infrastructure Provider in respect of Fourth Charaing Year (to end of September 2022)
(before NPV adjustment)

= 479 o 79

= 0.0 (Em)
Reconciliation amounts in respect of Third Charaina Year not previouslv included = Amount in respect of the IP Charqe recovered by the Infrastructure Provider in respect of the Third Charaing Year (to end of June 2023) - Amountin respect of the IP Charqe recovered by the Infrastructure Provider in respect of Third Charaing Year (to end of September 2022)
(before NPV adjustment)

= 28.1 - 281

= 0.0 (Em)
Reconciliation amounts in respect of Second Charaina Year not previouslv included = Amount n respect of the IP Charqe recovered by the Infrastructure Provider in respect of the Second Charaing Year (to end of June 2023) - Amountin respect of the IP Charge recovered by the Infrastructure Provider in respect of Second Charaing Year (to end of September 2022)
(before NPV adjustment)

= 321 - 321

= 0.0 (Em)

As reauired bv Appendix 1 A7 of the licence. the reconciliation amounts are subiect to a net present value (NPV) adiustment. which is set out below. The NPV adiustments are made consistent with the assumotions set out in the table at the beainnina of this statement.

Reconciliation amounts in respect of Eiahth Charaina Year = Reconciliation amounts i respect of Eiahth Charaina Year (before NPV adiustment) *  ((1+BWACC)'2)) * Avplicable Chanae in Revenue RP! (vear 10)
(after NPV adiustment) Applicable Change in Revenue RPI (vear 8)
= 154 ©((1+002497 82) * 1.47
122
= 195 (Em)
Reconciliation amounts in respect of Seventh Charaina Year = Reconciliation amounts in respect of Seventh Charaing Year (before NPV adiustment)  *  ((1+BWACC)'2)) * Applicable Change in Revenue RPI (vear 10)
(after NPV adiustment) Aolicable Chanae in Revenue RP! (vear 9)
= 57 * (14002497 V) * 1.47
1.40
= 6.2 (Em)
Reconciliation amounts in respect of Sixth Charaina Year = Reconciliation amounts in respect of Sixth Charaina Year (before NPV adiustment) *  ((1+BWACC)) * Aoplicable Chanae in Revenue RPI (vear 10)
(after NPV adiustment) Applicable Change in Revenue RP! (vear 9)
= 0.4 *((1+002497 ) ¢ 147
1.40
= 04 (gm)
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Reconciliation amounts in respect of Fifth Charaina Year not oreviousl included = Reconciliation amounts in respect of Fifth Charaina Year (before NPV adiustment) *  ((1+BWACC)) * Aoplicable Chanae in Revenue RPI (vear 10)
(after NPV adiustment) Aoplicable Chanae in Revenue RP! (vear 9)
= 0.1 ©((1+002497)) * 1.47
1.40
= 0.1 (gm)
Reconciliation amounts in respect of Fourth Charaina Year not previouslv included = Reconciliation amounts in respect of Fourth Charaina Year (before NPV adiustment) *  ((1+BWACC) * Aoplicable Chanae in Revenue RPI (vear 10)
(after NPV adiustment) Aoplicable Chanae in Revenue RP! (vear 9)
= 00 *((1+0.02497) * 1.47
1.40
= 00 (gm)
Reconciliation amounts in respect of Third Charaina Year not previously included = Reconciliation amounts in respect of Third Charaing Year not previously included (before NPV adiustment) * (1+BWACC)  * Applicable Chanae in Revenue RP! (vear 10)
(after NPV adiustment) Aolicable Chanae in Revenue RP! (vear 9)
= 00 Y (1+002497) ¢ 1.47
1.40
= 00 (Em)
Reconciliation amounts in respect of Second Charaina Year not previouslv included = Reconciliation amounts in respect of Second Charaina Year not previously included (before NPV adiustment) ~ *  (1+BWACC) ~ * Applicable Chanae in Revenue RPI (vear 10)
(after NPV adiustment) Applicable Chanae in Revenue RP! (vear 9)
- 00 ©(1+002497) *
= 00 (gm)
Revenue Adiustment (Tenth Charaina Year)
(after NPV adiustment) = Reconciliation amounts in respect of Eiahth Charaina Year (after NPV adiustment) + Seventh Charaina Year (after NPV adiustment) + Sixth Charaina Year (after NPV adiustment) + Reconciliation amounts in respect of Fifth Charaina Year not previously i NPV + ion amounts in respect of Fourth Charaina Year not previously included (after NPV adiustment) + Reconciliation amounts in respect of Third Charaina Year not previously included (after NPV adiustment) + Reconciliation amounts in respect of Second Charaina Year not previous!
= 195 62 04 0.1 00 00 00
= 128 (Em)

Building Block Reconciliation Adjustment (BBRA)

Areconciliation adiustment applies for the Return on Capital. Liuiditv. Opex. Financina Cost Adiustment. Tax. Additional Return on Capital and Additional Liuidity buildina blocks.

The reconciliation s calculated on a net present value neutral basis. usina the Bid WACC as the discount factor. It reconciles for actual values realised since the previous calculation of the Allowed Revenue for a particular vear. and undated forecasts. In practice. this means reconcilina for updated exoenditure and inflation.

In the 2023 Revenue Statement. the buildina block reconciles 2023/24 Allowed Revenue for the first time and includes a further reconciliation of 2021/22 and 2022/23 Allowed Revenue. The 2021/22 Allowed Revenue is beina reconciled for the final time in this 2023 Revenue Statement. This is because actual values have now been realised for all inputs to this calculation. with no forecasts that would reauire further reconciliation. The 2015/16. 2016/17. 2017/18. 2018/19. 2019/20 and 2020/21 Allowed Revenues have been fully reconciled in previous vears.

Allowed Revenue

201516 201617 201718 2018/19 2019120 2020121 2021/22 2022123 2023/24
Allowed Revenue - as calculated for 2015 Revenue Statement 12 224
Allowed Revenue - as calculated for 2016 Revenue Statement 8.7 19.8 34.0
Allowed Revenue - as calculated for 2017 Revenue Statement 8.1 186 329 495
Allowed Revenue - as calculated for 2018 Revenue Statement 18.2 319 484 62.5
Allowed Revenue - as calculated for 2019 Revenue Statement 317 477 626 747
Allowed Revenue - as calculated for 2020 Revenue Statement 476 62.0 749 80.4
Allowed Revenue - s calculated for 2021 Revenue Statement 616 735 785 856
Allowed Revenue - as calculated for 2022 Revenue Statement 736 79.0 86.8 107.6
Allowed Revenue - s calculated for 2023 Revenue Statement 79.0 86.7 1089

The table above shows the Allowed Revenue for each vear as calculated/recalculated in each Revenue Statement
The Allowed Revenue fiqures set out above exclude the buildina block reconciliation adiustment (BBRA) and revenue adiustment (RA) buildina blocks, which are not subiect to reconciliation (and which were zero for 2015/16 and 2016/17 Allowed Revenue).
The buildina block reconciliation is made on a net present value neutral basis usina the Bid WACC as a discount factor and adiustina for inflation usina RPI. which takes into account the number of vears since the Allowed Revenue for a aiven vear was first calculated. This aives the followina calculation:

Buildina block reconciliation adiustment = (2021/22 Allowed Revenue [2023 calculation] - 2021/22 Allowed Revenue [2022 calculationl) * (1 + Bid WACC)'3) * Applicable Chanae in Revenue RPI (vear 10) + (2022123 Allowed Revenue [2023 calculation] - 2022/23 Allowed Revenue [2022 calculationl) * (1 + Bid WACC)"2) * Applicable Chanae in Revenue RPI (vear 10) + (2023/24 Allowed Revenue [2023 calculation] - 2023/24 Allowed Revenue 2022 calculation])*((1 + Bid WACC)*) * Applicable Chanae in Revenue RPI (vear 10)
(Tenth Charaina Year) Avplicable Chanae in Revenue RP!I (vear 6) Applicable Chanae in Revenue RPI (vear 7) Applicable Chanae in Revenue RPI (vear 8)
= 79 - 79) *((1+0.02497 3) 147 + (86.7 - 86.8) *((1+0.02497 /2) * 147 + (108.9 - 1076 ) *((1+0.02497 1) 147
114 122 140
= 0.1 + 0.1 + 14
= 12 (£m)

The sections below set out the recalculation of the 2021/22. 2022/23 and 2023/24 Allowed Revenue.

Return on Capital

Seventh Charaina Year Eiahth Charaina Year Ninth Charaina Year
Return on Capital = Average RCV in Seventh Charaina Year * Bid WACC * Applicable Chanae in Revenue RPI for the Seventh Charaina Year Retum on Capital = Averaae RCV in Eiahth Charaina Year * Bid WACC * Applicable Chanae in Revenue RPI for the Eiahth Charaina Year Return on Caital = Averaae RCV in Ninth Charaina Year * Bid WACC * Applicable Chanae in Revenue RPI for the Ninth Charaina Year
= 27165 *2.497% N 2935 = 34217 *2.497%" 3143 = 34356 *2.497% N 358.3
256.7 256.7 256.7
= 776 (Em) = 955 (£m) = 119.8 (Em)
Liquidity
Seventh Charaina Year Eiahth Charaina Year Ninth Charaina Year
Liauiditv = (Forecast averaae RCV in vear 8 - Averaae RCV in vear 7) * Bid WACC * Applicable Chanae in Revenue RPI for the Seventh Charaina Year Liauiditv = (Forecast averaae RCV in vear 9 - Averaae RCV in vear 8) * Bid WACC * Aplicable Chanae in Revenue RPI for the Eiahth Charaina Year Liauidity = (Forecast averaae RCV in vear 10 - Averaae RCV in vear 9) * Bid WACC * Applicable Chanae in Revenue RPI for the Ninth Charaina Year
= 405.2 *2.497% N 2935 = 3139 *2.497%" 3143 = 216.0 *2.497% N 358.3
256.7 256.7 256.7
= 116 (Em) = 96 (Em) = 75 (Em)
Opex
In line with Tidewav's licence. the Opex buildina block is zero as all cost: ted for as caital Therefore. no is reauired.

Financing Cost Adiustment [Final reconciliation for 2021/22]

The Financina Cost Adiustment does not relv on anv forecast inputs and therefore a reconciliation for actuals and updated forecasts is not required.

However. if anv actuals are restated for prior vears. for anv reason. the FCA will need to be reconciled

Tideway restated it's reported net debt fiqures back to the requlatory accounts for the vear endina 2017/18. impactina on three Charaina Years back to 2019/20 (the Fifth Charaina Year) for use in the FCA. therefore a reconciliation is required for the three Charaina Years impacted.

Fifth Charaina Year
Financina Cost Adiustment (vear 5) = (Restated Net Debt (vear 3) - Net Debt (vear 2)) * Market Cost of Debt Adiustment Factor (vear 5) * (1 + BWACC)'2 * Applicable Chanae in Revenue RPI (vear 5)
Avplicable Chanae in Revenue RP!I (vear 3)

= (-67.05 - 31587 ) ¢ 0.54% . (1+0.02497) 42 * 141
1.03
= 15 (€m)
Financina Cost Adiustment buildina block = Financina Cost Adiustment(vear 1) + Financina Cost Adiustment(vear 2) + Financina Cost Adiustment(vear 3) + Financina Cost Adiustment(vear 4) + Financina Cost Adiustment(vear 5) + Financina Cost Adiustment(vear 6)
= 0 +0 +0 05 15
= 10 (€m)
Sixth Charaina Year
Financina Cost Adiustment (vear 6) = (Restated Net Debt (vear 4) - Restated Net Debt (vear 3)) * Market Cost of Debt Adiustment Factor (vear 6) * (1 + BWACC)'2 * Applicable Chanae in Revenue RP! (vear 6)
Applicable Chanae in Revenue RP! (vear 4)
= ( 556,63 - -67.05) * 1.01% . (1+0.02497) 42 * 143
1.07
= 22 (€m)
Financina Cost Adiustment buildina block = Financina Cost Adiustment(vear 1) + Financina Cost Adiustment(vear 2) + Financina Cost Adiustment(vear 3) + Financina Cost Adiustment(vear 4) + Financina Cost Adiustment(vear 5) + Financina Cost Adiustment(vear 6)
= 0 +0 +0 05 5 2.2
= 33 (Em)
Seventh Charaina Year
Financina Cost Adiustment (vear 7) = (Restated Net Debt (vear 5) - Restated Net Debt (vear 4)) * Market Cost of Debt Adiustment Factor (vear 7) * (1 + BWACC)'2 * Applicable Chanae in Revenue RP! (vear 7)
Aolicable Chanae in Revenue RP! (vear 5)
= (1182 - 55663 ) * -143% N (1+0.02497) %2 * 1.14
141
= 6.9 (Em)
Financina Cost Adiustment buildina block = Financina Cost Adiustment(vear 1) + Financina Cost Adiustment(vear 2) + Financina Cost Adiustment(vear 3) + Financina Cost Adiustment(vear 4) + Financina Cost Adiustment(vear 5) + Financina Cost Adiustment(vear 6) + Financina Cost Adiustment (vear 7)
= 0 +0 +0 05 15 22 6.9
= 101 (€m)
Eiahth Charaina Year
Financina Cost Adiustment (vear 8) = (Restated Net Debt (vear 6) - Restated Net Debt (vear 5)) * Market Cost of Debt Adiustment Factor (vear 8) * (1 + BWACC)'2 * Applicable Chanae in Revenue RP! (vear 8)
Applicable Chanae in Revenue RP! (vear 6)
= (16895 - 1156.97 ) * -1.43% . (1+0.02497) 42 * 122
113
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Financina Cost Adiustment buildina block =

Ninth Charaina Year

Financina Cost Adiustment (vear 9)

Mar 2022 Ofwat amended Tideway's licence to base the Financing Cost Adiustment Mechanism for futrue vears on the inputs at end of March 2021. Under this chanae the Financina Cost Adiustment mechanism benefit to customers is preserved and is projected to deliver future benefits to customers of £18.4m p.a.

Financina Cost Adiustment buildina block =

Tax

-84 (Em)

OFFICIAL

Financina Cost Adiustment(vear 1) + Financina Cost Adiustment(vear 2) + Financina Cost Adiustment(vear 3) + Financina Cost Adiustment(vear 4) + Financina Cost Adiustment(vear 5 + Financina Cost Adiustment(vear 6) + Financina Cost Adiustment (vear 7)

0

-18.4 (Em)

0.0 (Em)

+0 05 15

22 6.7

84

Financina Cost Adiustment(vear 1) + Financina Cost Adiustment(vear 2) + Financina Cost Adiustment(vear 3) + Financina Cost Adiustment(vear 4) + Financina Cost Adiustment(vear 5) + Financina Cost Adiustment(vear 6) + Financina Cost Adiustment (vear 7) + Financina Cost Adiustment (vear 8)

0

-18.4 (Em)

In line with Tidewav's licence. the tax building block s zero as Tidewa is not reauired to pay corporation tax or anv other income-based tax.

Additional Return on Capital and Additional Liquidity

These buildina blocks will onlv applv if spend exceeds the Threshold Outturn and Tideway has made an IAR Overrun Application.

Therefore this building block s zero for the purposes of this calculation.

Recalculated Allowed Revenue

Tideway Allowed Revenue (t) =

Retur on caital + Liquiditv + Operatina expenditure + Financina cost adiustment + Tax + Additional return on caital + Additional liquidity

(excludes the buildina block reconciliation adiustment and revenue adiustment buildina blocks. which are not subiect to reconciliation)

The calculation of these buildina blocks is as described above. This results in the followina recalculated Allowed Revenue for 2020/21. 2021/22 and 2022/23:

Tidewav Allowed Revenue (Seventh Charaina Year)

Tidewav Allowed Revenue (Eiahth Charaina Year)

Tidewav Allowed Revenue (Ninth Charaina Year)

= 1198

= 108.9

+0 05 -5

+116 +0 -10.1 +0
(Em)

+96 +0 -18.4 +0
(Em)

+75 +0 -18.4 +0
(Em)

22 6.7

-84

0.0

Additional Return on Capital

The Additional Return on Caital buildina block will onlv apolv if spend exceeds the Threshold Outturn and Tidewav has made an IAR Overrun Application.

Therefore this building block is zero for the purposes of this calculation.

Additional Liquidity

The Additional Return on Capital buildina block will only apply if spend exceeds the Threshold Outturn and Tidewav has made an IAR Overrun Application.

Therefore this buildina block is zero for the purposes of this calculation.
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Year starts
Year ends
Year t-2
Year t-1
Yeart
Year t+1
Year t+2

1.1 2014/15 RPI Adjustment Factor

Forecast RPI Adjustment Factor for the calendar year in which Charging Year commences

Forecast RPI Adjustment Factor for the calendar year in which Charging Year ends

RPI, September of Charging Year

RPI, March of Charging Year

Change in RPI

RPIt (RPI for November in Charging Year Yt-1)

Year average RPI

A.3. Return on Capital and A.4 Liquidity

Water Services Regulation Authority Stated RCV (2014/15 Prices) at 31 March

Allowable Project Spend (actual and forecast) - as at October 2023
Allowable Project Spend

Estimated Allowable Project Spend

Forecast Allowable Project Spend

Excluded Project Spend

Alliance Agreement receipts - expenditure funded by these receipts is treated as Excluded Project Spend and

therefore is excluded from the Allowable spend metrics set out above

BWACC

A.5. Opex
Opex forecast as at October 2023

A.6. Financing Cost Adjustment

Financing Cost Adjustment Index Yield - 12 months trailing average at 31 March

Water Services Regulation Authority Adjusted RCV (Current Prices) at 31 March

Net Debt at 31 March

Notional Debt to RCV ratio

Adjustment agreed with Ofwat to correct for net debt error within the accounts

A1.4. Tax

Tax as at October 2023

A.7. Under/Over Recovered Revenue Adjustment - as at October 2023

Allowed Revenue (including building block reconciliation)

Amount recovered in respect of 2016/17, 2017/18, 2018/19, 2019/20, 2020/21,2021/22 and 2022/23 Allowed
Revenue (to end of September 2023)

Amount recovered in respect of 2016/17, 2017/18, 2018/19, 2019/20, 2020/21 and 2021/22 Allowed
Revenue (to end of September 2022)

Years of NPV adjustment

Amounts received from TWUL in Charging Year (all years of Allowed Revenue)

A.8. Reconciliation adjustment

Time since original calculation

Reconcile this year?

Allowed Revenue as per most recently submitted Revenue Statement (excluding building block reconciliation
and underfover recovered revenue adjustment)

A.11. Additional Return on Capital Buil

Additional Allowable Project Spend

Tideway 2023 FINAL 24 December Submission v1.0

Unit

%

2014/15 prices, £

Outturn prices, £

Outturn prices, £

Outturn prices, £

Outturn prices, £

Outturn prices, £

Outturn prices, £

Current prices at 31
March of Charging
Year

Current prices at 31
March of Charging
Year

%

£, current prices

Outturn prices, £

Outturn prices, £

Outturn prices, £

Outturn prices, £

Source/notes

Source: Average independent new forecasts for RPI, Table M3, "Forecasts for the UK economy: a comparison of
independent forecasts", HM Treasury, 24 August 2023

Reauired by Project Licence Appendix 1. 1.1 (i), ii. (i)

Source: Average independent new forecasts for RPI, Table M3, “Forecasts for the UK economy: a comparison of
independent forecasts", HM Treasury, 24 August 2023

Required by Project Licence Appendix 1, 1.1 (i), (i, (ii)

Source: RPI (All Items) index, Consumer Price Inflation Tables, Table 36, 18 October 2023, Office for National
Statistics.

Required by Project Licence Appendix 1, 1.1(ii)

Source: RPI (All Items) index, Consumer Price Inflation Tables, Table 36, 18 October 2023, Office for National
Statistics.

Required by Project Licence Appendix 1, 1.1 (iii)

Source: RPI (Al ltems) index, Consumer Price Inflation Reference Tables, Table 36, 20 December 2023, Office for
National Statistics.

Required by Project Licence Appendix 1, Part A 3, 4 and 6

Note: for both First and Second Charging years, stated RP! is for November 2015, as Allowed Revenue for both
these years is being calculated together

Source: Calculated from RPI (All ltems) index, Consumer Price Inflation Reference Tables, Table 36, 18 October
2023 Office for National Statistics

Reaquired by Project Licence Appendix 1, Part A 3, 4 and 6 and Appendix 1, 1.1 (iv)

Source: Ofwat publication:
Ofwat Regulatory Capital Values - Bazalgette Tunnel Limited (Tideway):
fo ital-values-b

22072020/ Zero prior to licence award
Required by Project Licence Appendix 1, Part A 3

Source: "ITA Verification No.74 " - received 4/10/2023 from Paul Horton. Verification to July 2023.
Required by Proiect Licence Appendix 1. Part A 3

Source: "Regulation Reporting Sep 23", tab Regulatory Cost Metrics, sum of cells H44:144
Reauired by Project Licence Appendix 1. Part A 3

Source: "P06 Q2 2023-24 Expenditure Forecast Basecase" - from Rob Oliver, 11/10/23 16:31
for full-year 2023/24, 2024/25 and 2025/26 forecast.

The 2023/24 figure is net of expenditure already realised (April to Sep) - sum of rows 12 and 13
Reaquired by Project Licence Appendix 1, Part A 3, 4

Al years up to and including 2021/22: from 2022 Revenue Statement
2022/23: from "2022-23 Regulatory Section TTT table workings” - tab TTT Bespoke tables, cell O41. Agrees to
reported excluded project spend (outturn prices) in regulatory table TTTB in the 22/23 Annual Performance Report.
2023/24 figure from Consol Model Sep’ 23, Output 1 tab Cell N41 (Available from Financial Control) - relates to the
period Apr-Sept

Source: Head of Commercial, Tideway
Notes: Zero prior to Licence award.
Required by Project Licence Appendix 2, 1.5

Source: Project Licence, Appendix 1, 1.18
Reaquired by Project Licence Appendix 1, Part A 3, 4.6, 7. 8

Note: In line with the Project Licence, zero as all expenditure treated as capex.
Reaquired by Project Licence Appendix 1. Part A 5

Source: "FCA yield calculator 2020.21.xIsx"
Calculated with reference to iBoxx BBB data and spot implied inflation rates for 10 year maturity from Bank of
England

Required by Project Licence Appendix 1, Part A 6

Source Regulatory Accounts 2021/22 Need to update to Source: https://www.ofwat.gov.uk/publication/regulatory-
ital-values-bazal HHimited-ti 020/ for the current year (i.e. 2021/22). Prior year values

p
are the value recorded in that charging year.
Required by Project Licence Appendix 1, Part A 3
Source: Tideway financial statements as at 31 March 2022 (checked against republished Regulatory Accounts
tables October 2022)

Required by Project Licence Appendix 1, Part A 6

Source: Project Licence Appendix 1, 1.45

Required by Project Licence Appendix 1, Part A 6

Source: Letter from Ofwat dated 26/10/2021

Adjustment agreed with Ofwat to correct for identified error in prior year Net Debt used in the FCA. This is added
to the Financing Cost Adjustment for Yt in the 2021 revenue statement only so that the FCA is in a position that it
should have been if the error had never occurred.

In line with the Project Licence, zero as the IP is not required to pay corporation tax or any other income-based
tax. NOTE: Only relates to BTL Tax.
See Project Licence Appendix 1, Part A 1.4

See Project Licence, Appendix 1, Part A.7

Source: 2015, 2016. 2017. 2018. 2019. 2020. 2021 and 2022 Updated Revised Revenue Statements

Source: 2023 Final Monthly Collection - July 2023

Note: Captures all 2016/17, 2017/18, 2018/19, 2019/20, 2020/21, 2021/22 and 2022/23 revenue received from
Thames Water prior to the end of September 2023 - this is based on revenue collected by Thames Water up to
and including July 2023.

Source: Tideway 2022 24 December 22 - submission v1.0 (FINAL).xIs
Note: Captures all 2016/17, 2017/18, 2018/19, 2019/20, 2020/21 and 2021/22 revenue received from Thames
Water prior to the end of September 2022- this s based on revenue collected by Thames Water up to and
including July 2022.

Represents the number of years of NPV adjustment required - two years for a Charging Year being reconciled for
the first time, and one year to reconcile further amounts received in respect of Charging Years already reconciled.
See "Statement of Calculation 2023"

“Final monthly collection statement - April-23.xIsx" and Tideway bank records (see Financial Control latest Monthly
Revenue Model Tab: Tideway)

Note: Captures all 2016/17, 2017/18, 2018/19, 2019/20, 2020/21, 2021/22 and 2022/23 revenue received from
Thames Water prior to the end of March 2023.

See Project Licence, Appendix 1, Part A 8
Represents the number of years since revenue was first calculated to feed into the NPV adjustment of the
reconciliation adjustment.

Revenue for a given Charging Year is subject to building block reconciliation adjustment where estimated or
forecast expenditure or inflation inputs were used the last time that year's revenue was calculated. Defined as
follows: 1 = yes, 0= no

Source: Calculated from "Tideway 2022 24 December 22 - submission v1.0 (FINAL).xis". 2023/24 charging year
calculated by deducting Allowed Revenue less A.7. Under/over recovered revenue building block less A.8.
Reconciliation adjustment building block. 2023/23 and 2021/22 taken from last year's revenue statement tabs
“BBRA Calculation 2021” and *BBRA Calculation 2020.”

Not applicable at present. Inputs to be added if this building block becomes relevant (i.e. if Tideway makes an
IAR Overrun Application to increase Allowable Project Spend above the Threshold Outtur). See Project Licence,
Appendix 1, Part A 11

Inputs 2023

OFFICIAL

First Second Third Fourth Fifth Sixth Seventh Eighth Ninth Tenth  Eleventh Twelfth
Charging Charging Charging Charging Charging Charging Charging Charging Charging Charging Charging Charging
Year Year Year Year Year Year Year Year Year Year Year Year
2012/13 201314 2014/15 2015/16 2016/17 201718 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27
01/04/2015 01/04/2016 01/04/2017 01/04/2018 01/04/2019 01/04/2020 01/04/2021 01/04/2022 01/04/2023 01/04/2024 01/04/2025 01/04/2026
31/03/2016 31/03/2017 31/03/2018 31/03/2019 31/03/2020 31/03/2021 31/03/2022 31/03/2023 31/03/2024 31/03/2025 31/03/2026 31/03/2027
2013/14 2014115 2015/16 2016117 2017118 2018/19 2019/20 2020721 2021122 2022/23 2023/24 2024125
2014115 2015/16 2016/17 2017118 2018/19 2019/20 2020721 2021/22 2022/23 2023/24 2024125 2025/26
2015/16 2016117 2017/18 2018/19 2019/20 2020721 2021/22 2022/23 2023/24 2024125 2025/26 2026/27
2016117 2017118 2018/19 2019/20 2020721 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28
2017118 2018119 2019/20 2020121 2021122 2022123 2023124 2024125 2025/26 2026/27 2027/28 2028/29
9.20% 4.40% 2.80% 2.70%
9.20% 4.40% 2.80% 2.70% 3.30%
257.6 259.6 264.9 2751 284.1 291.0 294.3 308.6 3476 378.4
2548 257.1 261.1 269.3 2783 285.1 2026 2969 3235 3672
2456 252.1 250.8 259.8 2655 2758 2846 291.0 2935 3143 358.3 3773
256.7 250.4 265.0 2749 2833 2906 2042 3112 3512
0 0 148,741,346 478,533,658 962,316,426 1490,337,315 | 2024487477 |  2,497553,061 |  2,935415,123 3,307,896,720
0 150,344,662 340,489,147 518,165,900 582,828,772 604,855,688 542,182,309 530,822,453 509,695,109 141,357,385
0 0 0 0 0 0 0 0 0 55,707,075
0 0 0 0 0 0 0 0 [ 174,898,445 267,696,261 52,328,819
64,394,743 87,615,825 108,108,556 80,287,259 66,925,849 30,837,611 63,258,312 66,449,248 5,966,774
0 0 0 0 0 0 0 0 0 0 0
D‘ 0 0 0 0 0 0 0 0| 0|
1.30% 1.43% 035% 0.01% 0.23% -0.47% -0.88% n/a n/a
- - 151,310,515 502,087,458 1,043,425,953 1,655,435,722 2,307,915,724 2,889,052,612 n/a n/a
- - 130,376,913 315,869,558 |- 72,091,186 543,155,000 1,156,967,223 1,689,497,869 n/a nla
62.5%
218,424
0 0 0 0 0 0 0 4
33,603,285 28,559,132 49,235,940 63,431,062 76,465,429 87,029,095 86,316,446 117.946.592'
32,084,075 28,072,343 47,902,574 60,755,832 68,135,566 82,865,898 70,879,508
32,081,332 28,064,047 47,888,979 60,700,652 67,768,616 77,135,929
1 ’ 1 1 1 1 I 2
26,747,386 26,791,391 38,387,688 57,610,001 68,887,910 72,886,391 86,667,996
8 8 7 6 5 4 3 2 1 4
0 0 0 0 0 0 1 1 1 0
79,043,347 86,777,427 107,601,803
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Calculation 2023

OFFICIAL

First Second Third Fourth Fifth Sixth Seventh Eighth Ninth Tenth
Building Block Unit Notes/description Charging Charging Charging Charging Charging Charging Charging Charging Charging Charging
Year Year Year Year Year Year Year Year Year Year
2013114 2014/15 2015/16 2016/17 2017118 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
Year starts ot/0a2015 o1/042016 0110412017 0110412018 0110412019 o1/0412020 0110412021 ot/0a2022 202 ot/0a2024
Year ends 31032016 311032017 3110312018 3110312019 3110312020 3110312021 310312022 3110312023 3110312024 3110312025
Yeart2 2013014 2014115 2015016 2016017 201718 2018119 2019020 2020121 2021122 2022123
Yeart.1 2014115 2015116 2016017 201718 201819 2018120 202021 2021122 20221 2312
Yeart 2015016 2016117 201718 2018119 2019120 2020121 2021122 2022123 2029024 2024125
Yeart+1 2016017 2017118 201819 2019120 202021 2021122 2022123 23124 2026125 25126
Year t+2 201718 2018/19 2019120 202021 2021122 2022123 2023024 2024125 2025026 2026127
" Afactor calculated for each Charging Year to oxpross costs associated with that year in a
112014715 RPI Adjustment Factor 2014/15 price base. See Profect Licence. Apoendix 1. 1.1
(a) for the purposes of calculating Forecast Allowable Project Spend for Charging
Year Yt+1, estimated Allowable Project Spend for the said Charging Year shall be
deflated from a price base in Charging Year Yt+1 to the Base RP! Index
([2014/15]), using an adjustment factor derived from multiplying the factors set out in
f (0 (i) and (iv) b
Forecast RPI Adjustment Factor for the calendar year in which Charging Year Yt+1 commences % Forecast RPI - 500 input shest for description of sourco
Forecast RPI Adjustment Factor for the calendar year in which Charging Year Y1+1 ends % Forecast RPI - see input sheet for description of source
Forecast RPI Adjustment Factor for the calendar year in which Charging Year Yt commences % Forecast RPI - soe input sheet for description of source
Forecast RPI Adjustment Factor or the calendar year in which Charging Year Yt ends % Forecast RPI - see input sheet for description of source
period Apri to ssmsmnev ine cstendor Joa i i Gharging Yoar 11 commanced Do v
Forecast RPI Adjustment Factor for the calendar year in which Charging Year Y1-1 commenced % Forecast RPI - see input sheet for description of source
Forecast RPI Adjustment Factor fo the calendar year in which Charging Year Y1-1 ends % Forecast RPI - soe input sheet for description of source
Base RPI Vear average R for 2014/15, used as base yoar RPI 2567
Gharging Year Y1:2, or where this s on or before Base RPY Index year, 2014/15 Year averago RPI for Charging year T-2 (or 2014/15 whero this s fater) 3512
1.10) Factor used o adjust prices from Charging Year T+1 to harging Year T )
1.1 (i) Factor used {o adust prices from Charging Year T to Charging Year T-1 [ 1o
1.1 i) Factor used o adjust prices from Gharging Year T-1 to Gharging Year T-2 —
140 Factor used to adust prices from Charging Year T-2 (o Base RPI Index year 137
» Combinasfecos 0, 0, 1) 3 ) sbov o cletat factor v 0 afutprices fm
RPI Adjustment Factor Charging Year T+1 e e 156
" " Gombines factors (i), i) and (i) above to calculate factor used to adjust prices from
RPI Adjustment Factor Charging Year T e el oo 151
9 Combines factors (i) and (v) above to calculate factor used to adjust prices from
RPI Adjustment Factor Charging Year T-1 Combnes lactors (1) and 1) above 146
P Adiustment Fector Charging Year T-2 o fctor () s - s 0 s pices o Crargng Yoar -2 10 0141531 P,
Applicable Change in Revenue RPI P in November of provious Charging Year relativ to 2014/15 base year 096 098 101 101 103 107 a1 148 118 122 140 147
RPIL RP in November of Charging Year T- 2456 2521 298 %08 2655 2758 2845 270 2935 3743 3583 3773
RPlbase (Base RPI Index) Average RPI for 2014/15 2567 2567 256.7 2567 256.7 2567 256.7 2567 256.7 2567 256.7 2567
of the below, in accordance
A1, Allowed Revenue £ wnh Fm/s‘:t Licence, Appendix 1, 1.4. See Statement of calculation 2023 for further
Tho Retum on Capital building block allows tho IP to earm a return on capita i relaton to
A3, Return on Capital B the forecast average RV in the Charging Year in question. See Project Licence,
Aopendix 1. Part A3
Ofiwat Stated RGOV for Y12 £,201415 prices RO\ at he end of Chirging Year T-2 s publshed by Ofvat by 1 September following the 3,307,696,720
OPRCV Y11 £,2014115 prices  Oponina RCV for Charaina Year T-1. 3307896720
2014/15 RPI Adjustment Factor Yt-1 Scalar to adjust forecast costs for Charging Year T-1 to 2014/15 price base 1,46
Annual Actual Project Spend Y1-1 £,2014115 prices  Allowable Projoct Spend (verified by the ITA) incurred in Charging Year T-1
Estimated Allowable Project Spend Yt-1 £,2014115 prices  Allowable Projoct Spend (not verified by the ITA) incurred in Charging Year T-1
Forecast Allowable Project Spend Yt.1 £,2014115 prices  Allowable Projoct Spend forecast {0 bo incurred in Charging Year T-1
Opening RCV for Charging Year T - the sum of opening ROV for Charging year T-1 and all
OPROVYL £ 2014150995 4iowabio Proict Soend i tha vear
2014/15 RPI Adjustment Factor Yt Scalar to adjust forecast costs for Charging Year T to 2014/15 prce base
Annual Actual Project Spend Yt £,2014115 prices  Allowable Projoct Spend (verified by the ITA)incurred in Charging Yoar T
Estimated Allowable Project Spend Yt £,2014115 prices  Allowable Projoct Spend (not verified by the ITA) incurred in Charging Year T
Forecast Allowable Project Spend Yt £,2014115 prices  Allowable Projoct Spend forecas {0 bo incurred in Charging Year T
Glosing RCV for Gharging Year T - the sum of opening ROV for Gharging Year T and all
oPRevYt £ 20115 P09 ouabio Proiot Soend in that vear
YARCY Yt £,201415 prices  Year average RCV for Charging Year T J— A
Tho L capital) in rolation
A4, Liquidity H 10ihe imomonts sveage ROV i hs yoo ot Corgng veor 1 avodion S0
Project Licence. Apoendix 1. Part A
OPRCV Yt+1 £,2014115 prices  Oponing ROV for Charging Yoar T+1 EXEXEAL]
2014/15 RPI Adjustment Factor Yt+1 Scalar to adjust forecast costs for Charging Year T+1 to 2014/15 price base
Forecast Alowable Project Spend for year t+1 £,2014115 prices  Allowable Projoct Spend forecas (0 bo incurrod in Charging Yoar T+1
GPROV V=1 £,2014115 prices  Closing RCV for Charging Year T+1 T
FYARCY Vi1 £,2014115 prices  Average ROV for Gharging Yoar T+1 3T56767,162
A5, Opex n line with the Projoct Licence, tho Opex building block is zero as all costs aro accounted 0
g for as caital oxpenditure. e Profect Licence. Appendx 1. Part A §
Tho Financing Cost Adjustment building block is intendedto protect against moverments in
A8, Financing Cost Adjustment building block the market cost of debl, by comparing a measure of financing costs af an annual referonce 0 461,614 3,201,002 9,948,780 18,366,706 18,366,706 18,366,706
point t0.a base roference point of March 2015. See Projoct Licence, Appendix 1, Part A 6
Financing Cost Adjustment Yt [ of 0 0 6151 2184201 6,747,688 B417.9%5 0 0
Financing Cost Adjustment Index Yield % o6 Project Licence Appendix 1, Part A 6.3 1.30% 143% 035% 001% 0.23% 047% -0.88%
The historic 12 mont the Indox Yield as
Base Reference Point (BRP) % Tne hstore 121 1.30% 130% 1.30% 130%| 1.30% 1.30%
The historic 12 mont the Indox Yield as
Annual Reference Point (ARP) % Tne storc 12 months tailng o 1.30% 130%| 1.43%) 0.35%| 0.01%) 0.47%
BRP-ABP % Diference betwoen BRP and ARP 0.00% 0.00% 0.13% 095%] 125%) 1.76%
Market Cost of Debt Adjustment Factor (absolute) % o6 Project Licence Appendix 1 Part A 6.7 0.00% 0.00% 0.00% 0.22% 0.54% 1.01%
Market Cost of Debt Adjustment Factor (corrected sign) % See Project Licence Appendix 1 Part A 6.7 0.00% 0.00%) 0.00% ~0.22%| 0.54% 1.01%
Galculation of Net debt at and of Charging year T-2 less Net deb at end of Charging year p p
Net Deb in Charging Year Y1:2 £ ourentprices (MAT ot ey t the nd of harging Year T-2 s defined in Pojct Licence Appordix 1, 141 0 0 130,376,913 315,869,558 72,001,186 543,155,000 1,156,967,223 1,689,497,869
Water Senvices Regulation Authoriy Adjusted RCV (Current Prices) in Charging Year Y1.2 £ uront prices (M o 261 1t on of Ghrging Year T-2. then curot prices o 0 151,310,515 502,087,458 1,043,425,953 1,655,435,722 2,307,915,724 2,889,02,612
Notional Debt to ROV Ratio % As defined in Project Licence Appendix 1, 1.42 625% 625% 625% 62.5% 625% 62.5% 625% 62.5%
Notional Net Debt n Charging Year Yt:2 £ curont prices (MO o 2y i by Notional Do o ROV rato, oo Projec Licence Append 1 Part A 6.9 [ o o sasanon2 | stagnaset | ssz1e1.21 | toswears | ruzairszr [ umssan | [ |
Net Debt in Charging Year Y1:3 £ curent prces (March of et Debt at tho ond of Gharging Year T-3 as defined i Projoct Licence Appendix 1, 1.41 0 0 0 130,376,013 315,869,558 72,001,186 543,155,000 1,186,967,223
Water Services Regulation Authority Adjusted RCV (Current Prices) in Charging Year Yt-3 £ ‘(‘;::g:g‘;’:ﬂ‘:‘?’;‘" O ReV at the end of Charging Year T-31n then current prices 0 0 0 151,310,515 502,087,458 1,043,425,953 1,655,435,722 2,307,915,724
Notional Debt to RCV Ratio % As defined in Project Licenco Appendix 1, 1.42 625% 625% 625% 625% 625% 625% 62.5% 62.5%
Notonal Net Debt n Charging Year Y3 £ curontprices (M Oy i by Notional Deb o RCV . Soe Proec Licorce Apperdis 1 Pat A 6.9 o o o 04,565,072 313804661 241221 1,034647.326 2 aa,327
Applicable Change in Revenue RP! for Charging Year Yt 101 101 103 1.07 111 113 114 122
‘Applicable Change in Revenue RP for Charging Year Yt-2 096 098 101 1.01 103 1.07 111 113
inprior year Net Debt used in
" withi u u arrent pri the FCA. This is added o the Financing Cost Adjustment for Yt n the 2021 rovenue
Adjustment agreed with Ofwat 1o correct fo net debt error within the regulatory accounts et pces e et oo ot o o 218,424
never occurred.
In line with the Project Licence, zero as the IP is no required to pay corporation tax or any
A1.4.Tax £ other income-based t 0
See Project Licence Appendix 1, Part A 1.4
A7. Under/Over Recovered Revenue Adjustment £ building block
Roveni nresoss Crraina Yoo Ses Pt conce hovond 1 Pt A7
Allowed Revenue /:::::::;v:t:rﬁ;f submitted in 2015, 2016, 2017, 2018, 2019 and 2020 updated revised 33,603,285 28,559,132 49,235,940 63,431,062 76,465,429 87,029,005 86,316,446 117,946,599
Amount collocted by Thames Water and received by Tideway in respect of 2016/17,
Amount recovered in respect of Allowed Revenue (1o end of September 2023) 2017/18, 2018/19, 2019/20, 2020721, 2021/22 andl 2022/23 Allowed Rovenue, pior 0 the 32,084,075 26,072,343 47,902,574 60,755,832 68,135,566 82,865,898 70,879,508
end of Septembor 2023,
Amount collocted by Thames Water and roceived by Tideway in respect of 2016/17,
Amount recovered in respect of Allowed Revenue (1o end of September 2022) B 2017/16, 2018/19, 2019/20, 2020/21 and 2021/22 Allowed Revenue, pior {0 the end of 32,081,332 28,064,047 47,888,979 60,700,652 67,768,616 77,135,920
‘September 2022.
Applicable Change in Revenue RPI RPIin November of previous Charging Year relative to 2014/15 base year 101 108 107 111 113 114 122 140 147
Represents the number of years of NPV adjustment required - two years for a Gharging
Years of NPV adjustment Vear being reconciled for the first time, and one year (o reconcile further amounts raceived 1 1 1 1 1 1 2
in respect of Charging Years already reconciled. See "Statement of Calculation 2023"
s s o o Y e ccie ) - y | o v o ] ] s
. ’ Difforonce betwoon Allowod Rovenue for a Charging Year and the amount collectod by
Reconiiaton amounts - Charging Year T-2 (nadiusted) Thames Water and received by Tideway i respect of that Allowed Revernue.
Re NPV-adjusted for
Reconcilltion amounts (NPV-adjusted) erChaging vearand e yeer ofecansistion g 10 BWACE antpplicatlo 2961 8953 14,673 50,557 |- 396,057 6184484 19,468,204
Ghanae in Revenue R
A8, Reconcillation adjustment R Reconciaton ot expno s nfaton o o fc e vl and [ e
updated forecasts. See Proioct L \ooondix 1. Part
Roverusfor g G Yoo sitfot o bllin ok roconalatonacustmert
Reconcile this year? nia where estimated or forecast expenditure or infiation inputs were used the last time that 1 1 1
vear's rovenue was calculated, Defined as follows: 1= ves. 0= no
Represents th first calculated to v
Time since original calculation years adiustment of the reconcilation adiustment. ? ? ’
inflation data. Excluces the.
underov adjustment i
Alowed Rovenuo (@ at October 2025) £ blocks, as these bulding blocks are not subject to recondiliation. See BBRA Calculation B L Rl
2020, BBRA Calculation 2021 and BBRA Calculation 2022.
Alowed Rovenuo as submited i 202 pdatd ovisodRevarue Sttemert. Excludes
Allowed Revenue (@s at October 2022) £ building 79,043,347 86,777,427 107,601,803
ocks. o tece i ok rs vt st 1 eoelion.
Applicable Change in Revenue RPI (year in which original calculation was made) 114 122 140
‘Applicable Change in Revenue RPI (current year) 147
Adjustmont calculated e ¥
Reconcilation amounts (unadjusted) £ e e e 45,902 94,892 1,317,313
Jiation amous adju Adustment year's p
Reconciiation amounts (NPV-adjusted) £ teaion.pos NP adustment ssing SWACE an sgicale Crargs . Fosons RPL =0 g LELEe
block (o1t
ional Return on Capital Building Block H Tideway makes an IAR Overrun Application o increase Allowable Project Spond above
the Throshold Outtum). Soe Proiect Licence. Aopendi 1. Part A 11
f building block ie.
A11. Additional Liquidity Building Block £ Tdowty et an AR v Apolcaton o ncroeee Allowine o Spond shove
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the Threshold Outturn). See Project Licence, Appendix 1. Part A 11
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Unit
Year starts
Year ends
Year t-2
Year t-1
Yeart
Year t+1
Year t+2

1.1 2014/15 RPI Adjustment Factor

Forecast RPI Adjustment Factor for the calendar year in which Charging Year commences %

Forecast RPI Adjustment Factor for the calendar year in which Charging Year ends %

RPI, September of Charging Year

RPI, March of Charging Year

Appli Change in R RPI

RPIt (RPI for November in Charging Year Yt-1)

Year average RPI

A.3. Return on Capital and A.4 Liquidity
Water Services Regulation Authority Stated RCV (2014/15 Prices) at 31 March
Allowable Proiect Spend (actual and forecast) - as at October 2023

Annual Actual Project Spend

Estimated Allowable Project Spend

Forecast Allowable Project Spend

Excluded Project Spend

Alliance Agreement receipts - expenditure funded by these receipts is treated as Excluded Project
Spend and therefore is excluded from the Allowable spend metrics set out above

BWACC %

A.5. Opex
Opex forecast as at October 2023

A.6. Financing Cost Adjustment

Financing Cost Adjustment Index Yield - 12 months trailing average at 31 March %

Current prices at 31
March of Charging
Year

Water Services Regulation Authority Adjusted RCV (Current Prices) at 31 March

Current prices at 31
March of Charging
Year

Net Debt at 31 March

Notional Debt to RCV ratio %

Adjustment agreed with Ofwat to correct for net debt error within the accounts

A1.4. Tax

Tax as at October 2023

A.7. Under/Over Recovered Revenue Adjustment - as at October
2022

Allowed Revenue £
‘Amount recovered in respect of 2016/17, 2017/18 and 2018/19 Allowed Revenue (to end of September
2019)

Amount recovered in respect of Allowed Revenue (to end of September 2018)

Years of NPV adjustment

Amounts received from TWUL in Charaing Year (all vears of Allowed Revenue)

A.8. Reconciliation adjustment
Time since oriainal calculation

Reconcile this vear?

Allowed Revenue as per most recently submitted Revenue Statement (excluding building block A
reconciliation and underfover recovered revenue adiustment)

A.11. Additional Return on Capital Building Block
Additional Allowable Project Spend
A 1.6.4. Net Present Value Adjustment

End of first charaina vear
Licence Award

2014/15 prices, £

Outturn prices, £

Outtur prices, £

Outturn prices, £

Outtur prices, £

Outturn prices, £

Outturn prices, £

£, current prices

Outturn prices, £

Outturn prices, £
Outturn prices, £

Outturn prices, £

Source/notes

Source: Average independent new forecasts for RPI, Table M3, "Forecasts for the UK economy: a comparison of
independent forecasts", HM Treasury, 24 August 2023
Required by Project Licence Appendix 1, 1.1 (i), (i), (ii)
Source: Average independent new forecasts for RPI, Table M3, "Forecasts for the UK economy: a comparison of
independent forecasts", HM Treasury, 24 August 2023
Required by Project Licence Appendix 1, 1.1 (i), (i, (iii)

Source: RPI (All ltems) index, Consumer Price Inflation Tables, Table 36, 18 October 2023, Office for National
Statistics.
Required by Project Licence Appendix 1, 1.1(ii)

Source: RPI (Al ltems) index, Consumer Price Infiation Tables, Table 36, 18 October 2023, Office for National
Statistics.
Required by Project Licence Appendix 1, 1.1 (iii)

I, V1 (Pl 115 IR, ARSI I GO NSO 1 GUISS, 1 QU1 90, £0 USUSIs CUes, s 1
National Statistics.

Required by Project Licence Appendix 1, Part A 3, 4 and 6

Note: for both First and Second Charging years, stated RP! is for November 2015, as Allowed Revenue for both

Source: Calculated from RPI (All ltems) index, Consumer Price Inflation Reference Tables, Table 36, 18 October
2023 Office for National Statistics
Required by Project Licence Appendix 1, Part A 3, 4 and 6 and Appendix 1, 1.1 (iv)

Suure. Ui puvnvaun.
Ofwat Regulatory Capital Values - Bazalgette Tunnel Limited (Tideway):

2020/ Zero

3 fwat.
prior to licence award

Source: "ITA Verification No.74" - received 4/10/2023 from Paul Horton. Verification to July 2023.
Required by Project Licence Appendix 1, Part A 3

Source: "Regulation Reporting Sep 23", tab Regulatory Cost Metrics, sum of cells H44:144
Reauired by Project Licence Appendix 1, Part A 3

Source: "P06 Q2 2023-24 Expenditure Forecast Basecase” - from Rob Oliver, 11/10/23 16:31
for full-year 2023/24, 2024/25 and 2025/26 forecast.

The 2023/24 figure is net of expenditure already realised (April to Sep) - sum of rows 12 and 13
Required by Project Licence Appendix 1, Part A 3, 4

Data removed as not required for reconciliation purposes. See "Inputs 2023".
Data removed as not required for reconciliation purposes. See "Inputs 2023".

Source: Project Licence, Appendix 1, 1.18
Required by Project Licence Appendix 1, Part A 3, 4,6, 7, 8

Note: In line with the Project Licence, zero as all expenditure treated as capex.
Required by Project Licence Appendix 1, Part A 5

Source: "FCA yield calculator 2020.21.xIsx"
Calculated with reference to iBoxx BBB data and spot implied inflation rates for 10 year maturity from Bank of
England

Required by Project Licence Appendix 1, Part A 6

Source Regulatory Accounts 2021/22 Need to update to Source: https://www.ofwat.gov.uk/publication/regulatory-
Ivalues-bazalgett Himited-tideway-22072020/ for the current year (i.e. 2021/22). Prior year values

are the value recorded in that charging year.
Required by Project Licence Appendix 1, Part A 3

Source: Tideway financial statements as at 31 March 2022 (checked against republished Regulatory Accounts
tables October 2022)

Required by Project Licence Appendix 1, Part A 6

Source: Project Licence Appendix 1, 1.45

Required by Project Licence Appendix 1, Part A 6

Source: Letter from Ofwat dated 26/10/2021

Adjustment agreed with Ofwat to correct for identified error in prior year Net Debt used in the FCA. This is added
fo the Financing Cost Adjustment for Yt in the 2021 revenue statement only so that the FCA is in a position that it
should have been if the error had never occurred.

In line with the Project Licence, zero as the IP is not required to pay corporation tax or any other income-based
tax. NOTE: Only relates o BTL Tax.
See Project Licence Appendix 1, Part A 1.4

See Project Licence, Appendix 1, Part A.7

Data removed as not required for reconciliation purposes. See "Inputs 2023".
Data removed as not required for reconciliation purposes. See "Inputs 2023".
Data removed as not required for reconciliation purposes. See "Inputs 2023".

Data removed as not required for reconciliation purposes. See “Inputs 2023".

Data removed as not required for reconciliation purposes. See “Inputs 2023".

See Project Licence, Appendix 1, Part A 8
Data removed as not required for reconciliation purnoses. See "Inputs 2023".
Data removed as not required for reconciliation purboses. See "Inputs 2023".

Data removed as not required for reconciliation purposes. See "Inputs 2023".

Not applicable at present. Inputs to be added if this building block becomes relevant (i.e. if Tideway makes an
IAR Overrun Application to increase Allowable Project Spend above the Threshold Outturn). See Project Licence,
Appendix 1, Part A 11

Last day of the First Charging Year
Date of Licence award

BBRA Inputs 2022

First Second Third Fourth Fifth Sixth Seventh Eighth Ninth Tenth Eleventh Twelfth
Charging Charging Charging Charging Charging Charging Charging Charging Charging Charging Charging Charging
Year Year Year Year Year Year Year Year Year Year Year Year
2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27
01/04/2015 01/04/2016 01/04/2017 01/04/2018 01/04/2019 01/04/2020 01/04/2021 01/04/2022 01/04/2023 01/04/2024 01/04/2025 01/04/2026
31/03/2016 31/03/2017 31/03/2018 31/03/2019 31/03/2020 31/03/2021 31/03/2022 31/03/2023 31/03/2024 31/03/2025 31/03/2026 31/03/2027
2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020721 2021122 2022/23 2023/24 2024125
2014/15 2015/16 2016117 2017/18 2018/19 2019/20 2020721 2021/22 2022/23 2023/24 2024125 2025126
2015/16 2016/17 2017118 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024125 2025/26 2026127
2016/17 2017/18 2018/19 2019/20 2020/21 2021122 2022/23 2023/24 2024125 2025126 2026/27 2027/28
2017/18 2018/19 2019120 2020/21 2021/22 2022123 2023124 2024125 2025/26 2026127 2027/28 2028129
9.2% 4.4% 2.8% 27%
92% 4.4% 28% 2.7% 3.3%
2576 2596 264.9 275.1 284.1 291.0 2043 3086 3476 378.4
2548 257.1 261.1 2693 2783 285.1 2926 296.9 3235 3672
2456 252.1 259.8 259.8 2655 2758 2846 291.0 2935 3143 358.3
256.7 259.4 265.0 274.9 2833 2906 2042 3112 3512
- - 148,741,346 478,533,658 962,316,426 1490,337,315 | 2,024.487.477 |  2,497,553,061 | 2,935415,123
- 150,344,662 340,489,147 518,165,900 582,828,772 604,855,688 542,182,309 | 530,822,453 509,695,109 141,357,385
- - - - - - - - - 55,707,075
- - - - - - - - - 174,898,445 267,696,261
13% 14% 04% 0.0% 0.2% -0.5% -0.9% n/a
- - 151,310,515 502,087,458 1,043,425,953 1665435722 | 2,307,915724 |  2,889,052,612 | n/a
- - | 130,376,913 |- 315,869,558 |- 72,091,186 543,155000 |  1,156,967,223 |  1,689,497,869 | nia
62.5%
218,424
31/03/2016
[ 24/08i2015]




Building Block

Year starts

1.1 2014/15 RPI Adjustment Factor

(a) for the purposes of calculating Forecast Allowable Proiecl Spend for Charging Year
g Year shall be deflated from
2price base in Charging Year Y11 Lo the Baso RP ndox Yoar ([zm 4/15)), using an

a th n (0. (i, (i) and (iv) below:
Forecast RPI Amuslmem Faclor for me calendar vear in which Charging Year Yt+1 commences

Yt+1, estimated Allowable Project Spend for the said Char

adiustment fa.

e factors set out i

Forecast RPI Adiustment Factor for the calendar vear in which Charging Year Yt+1 ends
Forecast RPI Adiustment Factor for the calendar vear in which Charaing Year Yt commences.
Forecast RPI Adiustment Factor for the calendar vear in which Charaing Year Yt ends

rcentage movement in the RPI (All tems) index as published by Office for National Staistics for the

period April to September in the calendar year in which Charging Year Yt-1 commenced

Percentage movement in the RP (All tems) index as published by Office for National Statistcs for the

period April to September in the calendar year in which Charging Year Yt commenced

Forecast RPI Adiustment Factor for the calendar year in which Charging Year Yt-1 commenced
Forecast RPI Adiustment Factor for the calendar vear in which Charding Year Yt-1 ends

Base RP|
Charaing Year Yt-
Charging Year Yt-1
Charaing Year Yt

or where this s on or before Base RPI Index vear, 2014/15.

110)
14 i

1 (i)
11(v)
RPI Adjustment Factor Charging Year T+1

RPI Adjustment Factor Charging Year T

RPI Adjustment Factor Charging Year T-1

RPI Adjustment Factor Charging Year T-2

Applicable Change in Revenue RPI
RPIL

RPIbase (Base RPI Index)

A.1. Allowed Revenue

A3, Return on Capital

Ofwat Stated RCV for Y1-2

OPRCV Y1
2014/15 RPI Adjustment Factor Yt-1
Annual Actual Proiect Spend Yt-1
Estimated Allowable Project Spend Yt-1
Forecast Allowable Project Spend Yt-1

OPRCV Yt

2014/15 RPI Adiustment Factor Yt
Annual Actual Project Spend Yt
Estimated Allowable Project Spend Yt
Forecast Allowable Project Spend Yt

CPROV Y

YARCV Yt

A4, Liquidity

OPRCV Yt+1
201415 RPI Adjustment Factor Yt+1

Annual Actual Project Spend Yt+1

Estimated Allowable Project Spend Yt+1

Forecast Allowable Project Spend for vear t+1
CPRCV Yt+1

FYARCV Ytr1

A5, Opex

A, Financing Cost Adjustment building block

Financing Cost Adiustment Yt

Financina Cost Adiustment Index Yield

Base Reference Point (BRP)

Annual Reference Point (ARP)

Market Cost of Debt Adjustment Factor (absolute)
Market Cost of Debt Adiustment Factor (corrected sian)

Net Debt in Charging Year Yt:2

Water Services Regulation Authority Adjusted RCV (Current Prices) in Charging Year Yt-2
Notional Debt to RCV Ratio
Notional Net Debt in Charging Year Yt-2

Net Debt in Charging Year Yt-3

Water Services Regulation Authority Adjusted RCV (Current Prices) in Charging Year Yt-3
Notional Debt to RCV Ratio

Notional Net Debt in Charging Year Yt-3

Applicable Change in Revenue RP! for Charaing Year Yt

Applicable Chanae in Revenue RP! for Charain Year Yt-2

Adjustment agreed with Ofwat to correct for net debt error within the regulatory accounts
A1.4. Tax

A.7. Under/Oy Revenue

Alowed Revenue

inrespect of Allowed of September 2022)

inrespect of Allowed of September 2021)

Applicable Change in Revenue RPI

Years of NPV adjustment

Amounts in respect of prior Charging Years not yet reconciled (unadusted)

Reconciliation amounts - Charging Year T-2 (unadjusted)

Reconciliation amounts (NPV-adjusted)

A.8. Reconciliation adjustment

Reconcile this year?

Time since original calculation

Allowed Revenue (as at October 2022)

Allowed Revenue (as at October 2020)

inwhich made)
Applicable Chanae in Revenue RP (current vear)

Reconciliation amounts (unadjusted)
Reconciliation amounts (NPV-adjusted)

A.11. Additional Return on Capital Building Block

A.11. Additional Liquidity Building Block

Unit

%

%

%

£,2014/15 prices

£.2014/15 prices

£.201415 prices
£,2014/15 prices
£.2014/15 prices

£,2014/15 prices.

£.2014/15 prices
£,2014/15 prices
£.2014/15 prices

£,2014/15 prices.

£,2014/15 prices

£,2014/15 prices

£,2014/15 prices

£,2014/15 prices

£.201415 prices
£,2014/15 prices

£.2014/15 prices

£, current prices (March of
Charaina Year T-2)
£, current prices (March of
Charaina Year T-2)
%

£, current prices (March of
Charaina Year T-2)

£, current prices (March of
Charaina Year T-3)
(March of

BBRA Calculation 2022

Notes/description

2013/14 2014/15

A factor calculated for each Charging Year to express costs associated with that year in a
2014/15 price base. See Proiect Licence. Aovendix 1. 1.1

Forecast RPI - see inout sheet for descriotion of source
Forecast RPI - see inout sheet for descriotion of source
Forecast RPI - see inout sheet for descriotion of source
Forecast RPI - see inout sheet for descriotion of source

NOT USED FOR RECONCILIATION Calculated with reference to the index values for
Mearch and September
assumplions i “Satement of calcultion 2053)

NEW ROW ADDED FOR RECONCILIATION Calculated with reference to the index
values for March and September to capture April to September infation (see "Statement of
Calculetion 2023')

NOT USED FOR RECONCILIATION Forecast RPI - see input sheet for description of source
NOT USED FOR RECONCILIATION Forecast RPI - see input sheet for descriotion of source

Year average RP for 2014/15, used as base year RPI
Year averaqe RP for Charaina vear T-2 (or 2014/15 where this is later)

NEW ROW ADDED FOR RECONCILIATION Year average RP) for Charging Year t-1
NOT USED FOR RECONCILIATION

Factor used to adust prices from Charging Year T+1 to Charging Year T
CALCULATION ALTERED FOR RECONCILIATION Factor used to adiust prices from Charaing Year T to Charaina Year T-1
CALCULATION ALTERED FOR RECONCILIATION Factor used to adiust prices from Charging Year T-1 to Charging Year T-2
Factor used to adust prices from Charaing Year T-2 to Base RPI Index year

(), (), (i) and (iv)
Charging Year T+110 2014/15 price base.

used to adjust prices from

), (i) and (iv)
Charging Year T to 2014/15 price base.

used to adjust prices from

) and (iv)

Charaina Year T-1 10 2014/15 price base.
Equal to factor (iv) above - used to adjust prices from Charging Year T-2 to 2014/15 price
base.

used to adjust prices from

201718

201415
2015/16
201617
201718
201819

Seventh

Ninth
Charging

Year
2023124
31m3/2nz4

2021722

202372
2024125
2023724

256.7
311.2
351.2

RPin November of previous Charging Year relative to 2014/15 base year 0.96

0.98

RPlin November of Charaina Year T-1 2456
Average RPI for 2014/15 2567

Total Allowet as the total of the
with Project Licence, Appendix 1, 1.4. See Stetement of calculation 2082 ot e dta.

The Return on Capital building block allows the IP to eam a return on capital in relation to
the forecast average RCV i the Charging Year in question. See Project Licence,
Appendix 1. Part A 3

RCV at the end of Charging Year T-2 as published by Ofwat by 1 September following the.
end of the Charaina Year

Ovenina RCV for Charaina Year T-1.
Scalar to adust forecast costs for Charaing Year T-1 to 2014/15 price base

Allowable Project Soend (verified by the ITA) incurred in Charaing Year T-1

Allowable Project Spend (not verified by the ITA) incurred in Charing Year T-1

Allowable Project Spend forecast to be incurred in Charaina Year T-1

Opening RCV for Charging Year T - the sum of opening RCV for Charging year T-1 and all
Allowable Proiect Soend in that vear

Scalar to adiust forecast costs for Charaing Year T to 2014/15 price base

Allowable Project Soend (verified by the ITA) incurred in Charaing Year T

Allowable Project Spend (not verified by the ITA) incurred in Charaing Year T

Allowable Project Spend forecast to be incurred in Charaing Year T

Closing RCV for Charging Year T - the sum of opening RCV for Charging Year T and
Allowable Proiect Soend in that vear

Year average RCV for Charaing Year T

The Liquidity building block allows the IP a liquidity allowance (return on capital) in relation
o the incremental average RCV in the year following the Charging Year in question. See
Proiect Licence. Aovendix 1. Part A 4

Opening RCV for Charaing Year T+1
Scalar to adjust forecast costs for Charging Year T+1 to 2014/15 price base

NEW ROW ADDED FOR RECONCILIATION Allowable Project Spend (verified by the
ITA incurred in Charaina Year T+1

NEW ROW ADDED FOR RECONCILIATION Allowable Project Spend (not verified by the
ITA) incurred in Charaina Year T+1

Allowable Project Spend forecast to be incurred in Charaing Year T+1

Closing RCV for Charaing Year T+1

Average RCV for Charaing Year T+1

In line with the Project Licence, the Opex building block is zero as all costs are accounted
for as cavital exoenditure. See Proiect Licence. Aovendix 1. Part A 5

The Financing Cost K i intended to protect
the market cost of debt, by comparing a measure of financing costs at an annual reference
point to a base reference point of March 2015, See Project Licence, Appendix 1, Part A 6

See Project Licence Appendix 1, Part A 6.3

The historic 12 months' trailing average of the Financing Cost Adjustment Index Yield as at
31 March 2015
The historic 12 months' trailing average of the Financing Cost Adjustment Index Yield as at

See Project Licence Appendix 1 Part A 6.7
See Project Licence Appendix 1 Part A 6.7

Net Debt at the end of Charging Year T-2 as defined in Project Licence Appendix 1, 1.44

RGV at the end of Charging Year T-2 in then current prices
As defined in Project Licence Appendix 1, 145
RCV multplied by Notional Deb to RCV ratio. See Project Licence Appendix 1 Part A 6.9

Net Debt at the end of Charging Year T-3 as defined in Project Licence Appendix 1, 1.44

" Charaina Year T-3)
%

£, current prices (March of
Charaina Year T-3)

£, current prices.

RCV at the end of Charging Year T-3 in then current prices

As defined in Project Licence Appendix 1. 1.45
RCV multiplied by Notional Debt to RCV ratio. See Project Licence Appendix 1 Part A 6.9

Adjustment agreed with Ofwat to correct for identified error in prior year Net Debt used in
the FCA. This is added to the Financing Cost Adjustment for Yt in the 2021 revenue
statement only so that the FCA s in a position that it should have been ifthe error had
never occurred.

In line with the Project Licence, zero as the IPis not required to pay corporation tax or any
other income-based tax
See Project Licence Appendix 1, Part A 1.4

REMOVED FROM THIS RECONGILIATION SHEET AS RECONCILED SEPARATELY,

AS UNDER/OVER RECOVERED REVENUE IN RELATION TO ALL APPLICABLE

CHARGING YEARS IS RECONCILED IN CALCULATION 2022 The revenue adjustment
K s to reconcile Allowed Revenue in provious

Charaing Years. See Project Licence, Appendi 1, Part A.7

Allowed Revenue as submitted in 2015, 2016 and 2017 updated revised Revenue

Statement

Amount collected by Thames Water and received by Tideway in respect of 2016/17,

2017/18, 2018/19, 2019/20 and 2020/21 Allowed Revene, prior to the end of September

Amount collected by Thames Water and received by Tideway in respect of 2016/17,
2017/18, 2018/19 and 2019/20 Allowed Revenue, prior to the end of September 2020. The
cut-off s the same s that used for the 2020 Revenue Statement ensuring thet the
‘amounts received are treated consistently between Revenue Statements.

RPin November of previous Charging Year relative to 2014/15 base year
Represents the number of years of NPV adjustment required - two years for a Charging

Year being reconciled for the first time, and one year to reconcile further amounts received
in respect of Charging Years already reconciled. See "Statement of Calculation 2023"

Further amounts received in respect of Charging Years that have already been reconciled.

Difference between Allowed Revenue for a Charging Year and the amount collected by
Thames Water and received by Tideway in respect of that Allowed Revenue.

Reconciliation amount as calculated above, NPV-adjusted for the delay between the
original Charging Year and the
Chanae in Revenue RP.

REMOVED FROM THIS RECONCILIATION SHEET AS RECONCILED SEPARATELY IN
BBRA CALCULATION for. inflation
realised actuals and updated forecasts. See Project Licence, Appendix 1, Part A 8

Revene for Year is subject
where estimated or inflation inputs.

vear's revenue was calculated. Defined as follows: 1 = ves. 0= no
Represents the number of years since revenue was first calculated to feed into the NPV
‘adiustment of the reconciliation adlustment.

time that

Allowed Revenue Excludes the
under/over recovered revenue adjustment and the reconciliation adjustment building
blocks, as these building blocks are not subject to reconcilation. See BBRA Calculation
2020, BBRA Calculation 2021 and BBRA Calculation 2022.

Allowed Revenue as submitted in 2020 updated revised Revenue Statement. Excludes the
under/over recovered revenue adjustment and the reconciliation adjustment building
blocks, as these building biocks are not subject (o reconcilation.

Adjustment calculated as difference between updated calculation and previous year's
calculation. orior to NPV adiustment.

Adjustment calculated as difference between updated calculation and previous year's
calculation, post NPV-adjustment using BWACC and Applicable Change in Revenue RPI

ot applcable. To b aaded tocalcuaton i ulding blockbecomes eevan e
Project Spend above the

Throshold Outurm). Ses rofect Liconce. Aopendre 1. Part A 11

ot applcatle. To boaaded tocalcuaton i ulding ook becomes eevan e
Project Spend above the

Thrashold Outum). Seo Froject Licence. Aopendse 1. Part A 11
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1.30%
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256.7
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256.7
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256.7
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2567

2935
256.7

2,935,415,123

1.37
372.481.59

3,307,896,719.73

3,435,575.251

3,563 253 nz
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0.00%
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0.95%

1.29%
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2.18%

0.00%

0.00%

0.22%

0.54%

1.43%

0.00%

0.00%

0.00%

-0.22%

0.54%
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1.43%

-130,376,913

151,310,515
62.5%

-315,869,558

502,087,458
62.5%

72,091,186

1,043,425,953
62.5%

543,155,000

1,655,435,722
62.5%

1,156,967,223

2,307,915,724
62.5%

1,689,497,869

2,889,052,612
62.5%

94,569,072

313,804,661

652,141,221

1,034,647,326

1,442,447,327

1,805,657,883

62.5%

62.5%

62.5%

130,376,913

151,310,515
62.5%

-315,869,558

502,087,458
62.5%

72,001,186

1,043,425,953
62.5%

543,155,000

1,655,435,722
62.5%

1,156,967,223

2,307,915,724
62.5%

94,569,072

313,804,661

652,141,221

1,034,647,326

1,442,447,327

1.01
0.96

1.01
098

1.03
1.01

1.07
1.01

111
1.03

113
1.07

114
1.11

1.22
1.13

218,424

|



Unit
Year starts
Year ends
Year t-2
Year t-1
Year t
Year t+1
Year t+2

1.1 2014/15 RPI Adjustment Factor

Forecast RPI Adjustment Factor for the calendar year in which Charging Year commences %

Forecast RPI Adjustment Factor for the calendar year in which Charging Year ends %

RPI, September of Charging Year

RPI, March of Charging Year

Applicable Change in Revenue RPI

RPIt (RPI for November in Charging Year Yt-1)

Year average RPI

A.3. Return on Capital and A.4 Liquidity

Water Services Regulation Authority Stated RCV (2014/15 Prices) at 31 March 2014/15 prices, £

Allowable Proiect Spend (actual and forecast) - as at October 2023
Annual Actual Project Spend Outturn prices, £

Estimated Allowable Project Spend Outtumn prices, £

Forecast Allowable Project Spend Qutturn prices, £

Excluded Project Spend Outturn prices, £

Alliance Agreement receipts - expenditure funded by these receipts is treated as Excluded Project Spend

and therefore is excluded from the Allowable spend metrics set out above Outturn prices, £

BWACC %

A.5. Opex
Opex forecast as at October 2023

Outturn prices, £

A.6. Financing Cost Adjustment

Financing Cost Adjustment Index Yield - 12 months trailing average at 31 March %

Current prices at 31
March of Charging
Year

Water Services Regulation Authority Adjusted RCV (Current Prices) at 31 March

Current prices at 31
March of Charging
Year

Net Debt at 31 March

Notional Debt to RCV ratio %

Adjustment agreed with Ofwat to correct for net debt error within the accounts £, current prices

A1.4. Tax

Tax as at October 2023 Outturn prices, £

A.7. Under/Over Recovered Revenue Adjustment - as at October
2021

Allowed Revenue £
Amount recovered in respect of 2016/17, 2017/18 and 2018/19 Allowed Revenue (to end of September
2019)

Amount recovered in respect of Allowed Revenue (to end of September 2018)

Outturn prices, £
Outturn prices, £

Years of NPV adjustment

Amounts received from TWUL in Charging Year (all vears of Allowed Revenue) Outturn prices, £

A.8. Reconciliation adjustment
Time since original calculation

Reconcile this vear?

Allowed Revenue as per most recently submitted Revenue Statement (excluding building block .
reconciliation and under/over recovered revenue adiustment)

Years

A.11. Additional Return on Capital Building Block

Additional Allowable Project Spend

A 1.6.4. Net Present Value Adjustment
End of first charging year
Licence Award

Tideway 2023 FINAL 24 December Submission v1.0

BBRA Inputs 2021

Source/notes

Source: Average independent new forecasts for RPI, Table M3, "Forecasts for the UK economy: a comparison of
independent forecasts", HM Treasury, 24 August 2023

Required by Project Licence Appendix 1, 1.1 (i), (i), (iii)

Source: Average independent new forecasts for RPI, Table M3, "Forecasts for the UK economy: a comparison of
independent forecasts", HM Treasury, 24 August 2023

Required by Project Licence Appendix 1, 1.1 (i), (ii), (iii)

Source: RPI (All ltems) index, Consumer Price Inflation Tables, Table 36, 18 October 2023, Office for National
Statistics.

Required by Project Licence Appendix 1, 1.1(iii)

Source: RPI (All ltems) index, Consumer Price Inflation Tables, Table 36, 18 October 2023, Office for National
Statistics.

Required by Project Licence Appendix 1, 1.1 (iii)

Source: RPI (All ltems) index, Consumer Price Inflation Reference Tables, Table 36, 20 December 2023, Office for
National Statistics.

Required by Project Licence Appendix 1, Part A 3, 4 and 6

Note: for both First and Second Charging years, stated RP!I is for November 2015, as Allowed Revenue for both
these years s being calculated together

Source: Calculated from RPI (All ltems) index, Consumer Price Inflation Reference Tables, Table 36, 18 October
2023 Office for National Statistics
Required by Project Licence Appendix 1, Part A 3, 4 and 6 and Appendix 1, 1.1 (iv)

Source: Ofwat publication:
Ofwat Regulatory Capital Values - Bazalgette Tunnel Limited (Tideway):
i ital-val f

htps/www.ofwat.gov. y-cap i y
Dprior to licence award

2020/ Zero

Source: "ITA Verification No.74" - received 4/10/2023 from Paul Horton. Verification to July 2023.
Required by Profect Licence Appendix 1. Part A 3

Source: "Regulation Reporting Sep 23", tab Regulatory Cost Metrics, sum of cells H44:144
Reauired by Project Licence Appendix 1. Part A 3

Source: "P06 Q2 2023-24 Expenditure Forecast Basecase" - from Rob Oliver, 11/10/23 16:31
for full-year 2023/24, 2024/25 and 2025/26 forecast

The 2023/24 figure i net of expenditure already realised (April to Sep) - sum of rows 12 and 13
Reauired bv Profect Licence Apoendix 1. Part A 3. 4

Data removed as not required for reconciliation purposes. See "Inputs 2022".

Data removed as not required for reconciliation purposes. See "Inputs 2022".

Source: Project Licence, Appendix 1, 1.18
Required by Project Licence Appendix 1, PartA 3, 4, 6,7, 8

Note: In line with the Project Licence, zero as all expenditure treated as capex.
Reaquired by Project Licence Appendix 1. Part A 5

Source: "FCA yield calculator 2020.21.xIsx"

Calculated with reference to iBoxx BBB data and spot implied inflation rates for 10 year maturity from Bank of
England

Required by Project Licence Appendix 1, Part A 6

OFFICIAL

Source Regulatory Accounts 2021/22 Need to update to Source: htips/www.ofwat.gov.uk/publication/regulatory-
ital- -limited-tideway-22072020/ for the current year (i.e. 2021/22). Prior year values are

the value recorded in that charging year.
Reaquired by Project Licence Appendix 1. Part A 3

Source: Tideway financial statements as at 31 March 2022 (checked against republished Regulatory Accounts
tables October 2022) -
Required by Project Licence Appendix 1, Part A 6

Source: Project Licence Appendix 1, 1.45
Required by Project Licence Appendix 1, Part A 6

Source: Letter from Ofwat dated 26/10/2021

Adjustment agreed with Ofwat to correct for identified error in prior year Net Debt used in the FCA. This is added to
the Financing Cost Adjustment for Yt in the 2021 revenue statement only so that the FCA is in a position that it
should have been if the error had never occurred.

d tax.

In line with the Project Licence, zero as the IP is not required to pay
NOTE: Only relates to BTL Tax.
See Project Licence Appendix 1, Part A 1.4

tax or any other b

See Project Licence, Appendix 1, Part A.7

Data removed as not required for reconciliation purposes. See "Inputs 2023".
Data removed as not required for reconciliation purposes. See "Inputs 2023".

Data removed as not required for reconciliation purposes. See "Inputs 2023".
Data removed as not required for reconciliation purposes. See "Inputs 2023".

Data removed as not required for reconciliation purposes. See "Inputs 2023".

See Project Licence, Appendix 1, Part A 8
Data removed as not required for reconciliation purposes. See "Inputs 2023".
Data removed as not required for reconciliation purposes. See "Inputs 2023".

Data removed as not required for reconciliation purposes. See "Inputs 2023".

Not applicable at present. Inputs to be added if this building block becomes relevant (i.e. if Tideway makes an IAR
Overrun Application to increase Allowable Project Spend above the Threshold Outturn). See Project Licence,
Appendix 1, Part A 11

Last day of the First Charging Year
Date of Licence award

First Second Third Fourth Fifth Sixth Seventh Eighth Ninth Tenth Eleventh
Charging Charging Charging Charging Charging Charging Charging Charging Charging Charging Charging
Year Year Year Year Year Year Year Year Year Year Year
2012/13 2013/14 2014/15 2015/16 2016/17 2017118 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26
01/04/2015 01/04/2016 01/04/2017 01/04/2018 01/04/2019 01/04/2020 01/04/2021 01/04/2022 01/04/2023 01/04/2024 01/04/2025
31/03/2016 31/03/2017 31/03/2018 31/03/2019 31/03/2020 31/03/2021 31/03/2022 31/03/2023 31/03/2024 31/03/2025 31/03/2026
2013/14 2014/15 201516 2016/17 201718 2018/19 2019120 2020121 2021/22 2022123 2023124
2014/15 2015/16 2016/17 2017118 201819 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
2015/16 2016/17 201718 2018/19 2019/20 2020121 2021/22 2022123 2023/24 2024/25 2025126
2016/17 201718 201819 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27
2017118 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026127 2027/28
0.0% 9.2% 4.4% 2.8%
0.0% 9.2% 4.4% 2.8% 2.7%
257.6 259.6 264.9 275.1 284.1 291.0 294.3 308.6 3476 378.4
254.8 2571 261.1 269.3 278.3 285.1 2926 296.9 3235 367.2
2456 2521 259.8 259.8 265.5 275.8 284.6 291.0 2935 3143 358.3
256.7 259.4 265.0 274.9 2833 290.6 2942 311.2 351.2
- - 148,741,346 478,533,658 962,316,426 1,490,337,315 2,024,487,477 2,497,553,061
- 150,344,662 340,489,147 518,165,900 582,828,772 604,855,688 542,182,309 530,822,453 509,695,109 141,357,385
N - - - - 5 5 B B 55,707,075
- - - - - - - - - 174,898,445
1.3% 1.4% 0.4% 0.0% 0.2% -0.5% -0.9%
- - - 151,310,515 502,087,458 1,043,425,953 1,655,435,722 2,307,915,724 2,889,052,612
- - |- 130,376,913 |- 315,869,558 |- 72,091,186 543,155,000 1,156,967,223 1,689,497,869
62.5%
218,424
31/03/2016
24/08/2015
12 of 15
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BBRA Calculation 2021

First Second Third Fourth Fifth Sixth Seventh Eighth
Building Block Unit Notes/description Chargmg Charging Chargmg Charging Chargmg Charging Chargmg Charging
Year Yeal Year Yeal Year Yeal Year
2013/14 2014/15 2015/16 2016117 2017/18 2018119 2019/20 2020/21 2021/22 2022/23
Year starts 0110412015 011042016 0110412017 0110412018 01/0412019 0110412020 01/0412021 0110412022
Year ends 310312016 3110312017 310312018 31/03/2019 31/03/2020 31/03/2021 311032022 31/03/2023
Yeart2 2013/14 2014115 2015/16 2016117 2017118 2018/19 2019120 2019120
Year t-1 2014115 2015/16 2016/17 2017/18 2018/19 2019120 2020121 202021
Yeart 2015/16 2016117 2017118 2018119 2019120 2020121 2021122 2021122
Year t+1 2016/17 2017118 201819 2019120 2020121 2021122 2022123 2022123
Year t+2 201718 2018119 2019/20 2020121 2021/22 2022123 2023/24 2024125
: A factor calculated for each Charging Year to express costs associated with that year
1.12014/15 RPI Adjustment Factor ina 2014/15 price base. See Project Licence. Appendix 1. 1.
(a) for the purposes of calculating Forecast Allowable Project Spend for Charging Year
Yt+1, estimated Allowable Project Spend for the said Charging Year shall be deflated from
a price base in Charging Year Yt+1 to the Base RP! Index year ([2014/15]) using an
the factors set o and (iv) below:
etecast AP Adusimon -actor for i calendar ver i whion Charang voar Yt 1 cormences % Forecast RPI - see input sheet for description of source
Forecast RPI Adiustment Factor for the calendar vear in which Charaina Year Yt+1 ends % Forecast RPI - see input sheet for description of source 9.2%
Forecast RPI Adjustment Factor for the calendar vear in which Charaing Year Yt commences % NOT USED FOR RECONCILIATION Forecast RPI - see input sheet for description of source 4.4%
Forecast RPI Adiustment Factor for the calendar vear in which Charaing Year Yt ends % NOT USED FOR RECONCILIATION Forecast RP - see input sheet for descrivtion of source
NOT USED FOR RECONCILIATION Calculated with reference to the index values for
Percentage movement in the RPI (Al Items) index as published by Office for National Statistics for the o
poriot Apri 6 Septombar i the Calendia yonr In which Charging veat YL commence % March and September (o capture Aprilto September inflation (see detailed modeling
assumptions in "Statement of calculation 2023")
ROW ADDED FOR RECONCILIATION Calculated with reference to the index
Percentage movement in the RPI (Al Items) index as published by Office for National Statistics for the o
period April to September in the calendar year in which Charging Year Yt commenced * values for March and September to capture Aprilto September infltion (see
‘Statement of Calculation 2023')
NEW ROW ADDED FOR RECONCILIATION Calculated with reference to the index
Percentage movement in the RPI (Al Items) index as published by Office for National Statistics for the o
period April to September in the calendar year in which Charging Year Yt+1 commenced K values for Msrch and September to capture Apr fo Seplember infaton (see
‘Statement of Calculation 2023')
Forecast RPI Adiustment Factor for the calendar vear in which Charaing Year Yt-1 commenced % NOT USED FOR RECONCILIATION Forecast RP - see input sheet for descrivtion of source
Forecast RPI Adjustment Factor for the calendar vear in which Charging Year Yt-1 ends % NOT USED FOR RECONCILIATION Forecast RP - see input sheet for description of source
Base RPI Year average RPI for 2014/15, used as base year RPI
Charaina Year Yt-2, or where this is on or before Base RPI Index vear. 2014/15 Year average RPI for Charaing vear T-2 (or 2014/15 where this is later) 256.7
Charging Year Yt-1 NEW ROW ADDED FOR RECONGILIATION Year average RPI for Charging Year t-1 294.2
Chargina Year Yt NEW ROW ADDED FOR RECONCILIATION Year average RPI for Charaing Year t 311.2
351.2
0 CALCULATION ALTERED FOR REGONGILIATION Factor used t adjstprices fom
Charging Year T+1 to Charaing Year
16 CULATION ALTERED FOR RECONCIL/ATIDN Factor used to adjust prices from Py
Charaing Year T to Charaing Year :
146y CALCULATION AL TERED FOR RECONGILIATION Factor used f adjut pices rom ey
Charging Year T-1 to Charaing Year T-2 -
1.1 Factor used to adust prices from Charging Year T-2 to Base RPI Index vear .06
15
Combines factors (), (i), (i) and (iv) above to calculate factor used to adjust prices
RPI Adjustment Factor Charging Year T+1 from Charging Year T+1 to 2014/15 price base.
" Combines factors (i), (i) and (iv) above to calculate factor used to adjust prices from
RPI Adjustment Factor Charging Year T Conraing Your Tt 3014/15 price tase, 146
g Combines factors (ii) and (iv) above to calculate factor used to adjust prices from
RPI Adjustment Factor Charging Year T-1 e oA s b 137
RPI Adjustment Factor Charging Year -2 Equal to factor (iv) above - used to adjust prices from Charging Year T-2 to 2014/15 Y
15
Applicable Change in Revenue RPI RPIin November of previous Charging Year relative to 2014/15 base year [ 0% [ o9 1.01 1.01 1.03 1.07 [ 141 [ 143 1.14 1.22
it RPIin November of Charging Year T-1 2456 252.1 2598 259.8 2655 275.8 2846 297.0 2935 3143
RPIbase (Base RPI Index) Average RP! for 2014/15 256.7 256.7 256. 256.7 256.7 256.7 256.7 256.7 256. 256.7
Total Allowed Revenue calculated as the total of the building blocks below, in
A.1. Allowed Revenue £ accordance with Project Licence, Appendix 1, 1.4. See Statement of calculation 2023
for further detail.
The Return on Capital building block allows the IP to earn a return on capital i relation
A.3. Return on Capital I3 to the forecast average RCV in the Charging Year in question. See Project Licence,
Appendix 1. Part A 3
Ofwat Stated ROV for Y12 £ 201415 prices  RCV al the end of Charging Yoar T-2 as published by Ofwat by 1 Septembor following 2,497,553,061
the end of the Charaing Year
OPRCV Yt-1 £.2014/15 prices  Openina RCV for Charaina Year T-1. 2.497,553,061
2014/15 RPI Adiustment Factor Yt-1 Scalar to adjust forecast costs for Charging Year T-1 to 2014/15 price base 7.21
Annual Actual Project Spend Yt-1 £.2014/15 prices  Allowable Project Spend (verified by the ITA) incurred in Charaing Year T-1 437,862,063
Estimated Allowable Project Spend Yt-1 £,2014/15 prices  Allowable Project Spend (not verified by the ITA) incurred in Charging Year T-1
Forecast Allowable Project Spend Yt-1 £.2014/15 prices  Alowable Project Spend forecast to be incurred in Charaing Year T-1 [
OPROV Yt £,2014/15 prices  OPoNing ROV for Charging Year T - the sum of opening ROV for Charging year T-1 and P
all Allowable Project Spend in that year
2014/15 RP1 Adiustment Factor Yt Scalar to adjust forecast costs for Charaing Year T to 2014/15 price base .37
Annual Actual Project Spend Yt £,2014/15 prices  Allowable Project Spend (verified by the ITA) incurred in Charging Year T 372,481,596
Estimated Allowable Proect Spend Yt £.2014/15 prices  Alowable Project Spend (not verified by the ITA) incurred in Charaing Year T 0
Forecast Allowable Project Spend Yt £,2014/15 prices  Alowable Project Spend forecast to be incurred in Charging Year T 0
Closing RCV for Charging Year T - the sum of opening RCV for Charging Year T and
CPROVVL £, 201415 prices ) Alowable Proiect Spend in that vear EEIELEED
YARCV Yt £,2014/15 prices  Year average RCV for Charging Year T 321,655,022
The Liquidity building block allows the IP a liquidity allowance (return on capital) in
A4, Liquidity I3 relation to the incremental average RCV in the year following the Charging Year in
auestion. See Project Licence. Appendix 1. Part A 4
OPRCV Yt £.2014/15 prices  Opening RCV for Charging Year T+1 3,307,896,720
2014/15 RPI Adjustment Factor Yt+1 Scalar to adjust forecast costs for Charging Year T+1 to 2014/15 price base 1.456638406
Annual Actual Project Spend Yis1 £2014/45 prices  VEW ROW ADDED FOR RECONGILIATION Allowable Project Spend (veriied by tho FET
ITA) incurred in Charaina Year T+1
Estimated Allowable Project Spend Yt+1 £,2014/15 prices  NEW ROW ADDED FOR RECONGILIATION Allowable Project Spend (o verified by 35,243,585
the ITA) incurred in Charaing Year T+
Forecast Allowable Project Spend for vear t+1 £.2014/15 prices  Allowable Project Spend forecast to be incurred in Charaing Year T+1 120.069.912
CPRCV Yt+1 £.2014/15 prices  Closing RCV for Charging Year T+1 3,563,253,782
FYARCV Yt+1 £.2014/15 prices  Average RCV for Charaing Year T+1 3.435,575.251
A5, Opex In line with the Project Licence, the Opex building block is zero as all costs are o
-2 Op accounted for as capital expenditure. See Project Licence, Appendix 1, Part A 5
The Financing Cost Adjustment building block is intended to protect against
- . - movements in the market cost of debt, by comparing a measure of financing costs at ; p
A.6. Financing Cost Adjustment building block o ammaal roforonce poit 1.8 base efersnce point of March 2015, Soo Projoct 0 461,614 1,016,891 3,201,092 9,948,780 18,366,706
Licence, Appendix 1, Part A 6
Financing Cost Adiustment Yt o] 0 [ 461,614 478,505 2,184,201 6,747,688 8417925
Financina Cost Adiustment Index Yield % See Project Licence Appendix 1, Part A 6.3 1.30% 1.43% 0.35% 0.01% 0.23% 0.47% -0.88%
Base Reference Point (BRP) % The historic 12 months'trailing average of the Financing Cost Adjustment Index Yield Pl o Pl o Pl o Pl o
as at 31 March 2015
Annual Reference Point (ARP) % The historic 12 months'trailing average of the Financing Cost Adjustment Index Yield Py P Py e oy 0T e
as at 31 March of Charaing Year
BRP-ABP % Difference between BRP and ARP 0.00% 0.00% 0.13% 0.95% 1.29% T07% 1.76%
Market Cost of Debt Adiustment Factor (absolute) % See Project Licence Appendix 1 Part A 6.7 0.00% 0.00% 0.00% 0.22% 0.54% 0.32% 1.01%
Market Cost of Debt Adiustment Factor (corrected sian) % See Project Licence Appendix 1 Part A 6.7 0.00% 0.00% 0.00% 0.22% ~0.54% 0.32% .01%
Net Debt in Charging Year Yt-2 £, current prices (March  Net Debt at the end of Charging Year T-2 as defined in Project Licence Appendix 1. 0 0 -130,376,913 -315,869,558 72,091,186 543,155,000 1,156,967,223 1,689,497,869
of Charaing Year T-2) 1.4
Water Services Regulation Authority Adjusted RCV (Current Prices) in Charging Year Yt-2 E;;’;:::;gf;(yf;h RCV at the end of Charging Year T-2 in then current prices. 0 0 151,310,515 502,087,458 1,043,425,953 1,655,435,722 2,307,915,724 2,889,052,612
Notional Debt to RCV Ratio % As defined in Project Licence Appendix 1, 1.45 62.5% 62.5% 62.5% 62.5% 62.5% 62.5% 62.5% 62.5%
Notional Net Debt in Charging Year Yt-2 £ current prices (March  RCV multiplied by Notional Debt to RCV ratio. See Project Licence Appendix 1 Part A 0 0 94,569,072 313,804,661 652,141,221 1,034,647,326 1,442,447,327 1,805,657,883
of Charaing Year T-2) 6.9
Net Debt in Charging Year Yt:3 £, current prices (March Net Deb at the end of Charging Year T-3 as defined in Project Licence Appendix 1, 0 0 0 130,376,913 315,069,558 72,001,186 543,155,000 1,156,067,223
of Charging Year T-3) 1.4
Water Services Regulation Authority Adjusted RCV (Current Prices) in Charging Year Yt-3 E;é::”ﬂ};z"j:;:‘fg" RCV at the end of Charging Year T-3 in then current prices 0 0 0 151,310,515 502,087,458 1,043,425,953 1,655,435,722 2,307,915,724
Notional Debt to RCV Ratio % As defined in Project Licence Appendix 1, 1.45 62.5% 62.5% 62.5% 62.5% 62.5% 62.5% 62.5% 62.5%
Notional Net Debt in Charging Year Yt-3 £ curent prices (March ROV multplied by Notional Debt to RCV ratio. See Project Licence Appendix 1 Part A 0 0 0 94,569,072 313,804,661 652,141,221 1,034,647,326 1,442,447, ;‘
of Charging Year T-3)
Applicable Chanae in Revenue RP! for Charaing Year Yt 101 1.01 1.03 1.07 111 1.13 114 1.22
Applicable Change in Revenue RP! for Charaing Year Yt-2 0.96 0.98 1.01 1.01 1.03 1.07 111 1.13
Adiustment aareed with Ofwat to correct for net debt error within the requlatory accounts 218.424
In line with the Project Licence, zero as the IP is not required to pay corporation tax or
. Tax £ any other income-based tax 0
See Project Licence Appendix 1, Part A 1.4
REMOVED FROM THIS RECONCILIATION SHEET AS RECONCILED SEPARATELY,
AS UNDER/OVER RECOVERED REVENUE IN RELATION TO ALL APPLICABLE
A.7. Under/Over Recovered Revenue Adjustment £ CHARGING YEARS IS RECONCILED IN CALCULATION 2020. The revenue 0
adjustment building block is to reconcile for under/over recovered Allowed Revenue in
previous Charging Years. See Project Licence, Appendix 1, Part A.7
Alowed Revenue Allowed Revenue as submitted in 2015, 2016 and 2017 updated revised Revenue
Statement
Amount collected by Thames Water and received by Tideway in respect of 2016/17,
Amount recovered in respect of Allowed Revenue (to end of September 2021) 2017/18, 2018/19, 2019/20 and 2020/21 Allowed Revenue, prior to the end of
September 2021,
Amount collected by Thames Water and received by Tideway in respect of 2016/17,
2017/18, 2018/19 and 2021/20 Allowed Revenue, prior (o the end of September 2020
Amount recovered in respect of Allowed Revenue (to end of September 2020) £ The cut-offis the same as that used for the 2020 Revenus Statement ensuring that the
amounts received are treated consistently between Revenue Statements.
Applicable Change in Revenue RPI RPIin November of previous Charging Year relative to 2014/15 base year
Represents the number of years of NPV adjustment required - two years for a Charging
Year being reconciled for the firsttime, and one year to reconcile further amounts
Years of NPV adjustment ceived in respect of Charging Years already reconciled. See "Statement of
Calculation 2023"
Amounts inrespect of prior Charging Years not yet reconclied (unadjusted) Futher amounts received nrospect o Charging Yearstat hav afoady been
» . g Difference between Allowed Revenue for a Charging Year and the amount collected by
Reconciliation amounts - Charging Year T-2 (unadjusted) Thames Water and received by Tideway in respect of that Allowed Revenue.
Reconcillation amount as calculated above, NPV-adjusted for the delay between the
Reconciliation amounts (NPV-adjusted) original Charging Year and the year of reconcillation using the BWACC and Applicable
Chanae in Revenue RPI.
REMOVED FROM THIS RECONCILIATION SHEET AS RECONCILED SEPARATELY
1 adjustment . IN BBRA CALCULATION Reconciliation for updated expenditure and inflation data to o
i reflect realised actuals and updated forecasts. See Project Licence, Appendix 1, Part
A8
Revenue for a given Charging Year is subject to building block reconciliation
Reconcile this year? nia adjustment where estimated or forecast expenditure or inflation inputs were used the
last time that year's revenue was calculated. Defined as follows: 1 = yes, 0=no
Time since original caloulation s Represents the number of years since revenue was first calculated to feed into the
o vea NPV adiustment of the reconciliation adiustment,
Allowed Revenue recalculated using updated expenditure and inflation data. Excludes
the under/over recovered revenue adjustment and the reconciliation adjustment
Allowed Revenue (as at October 2021) £ buiding blocks, as these building blocks are not subject to reconciliation. See BERA
Calculation 2019, BBRA Calculation 2020 and BBRA Calculation 2021.
Allowed Revenue as submitted in 2020 updated revised Revenue Statement.
Allowed Revenue (as at October 2020) £ Excludes the under/over recovered revenue adjustment and the reconciliation
adustment building blocks, as these builing blocks are not subect to reconciliation.
Applicable Chanae in Revenue RP! (vear in which original calculation was made)
Applicable Change in Revenue RPI (current vear)
Reconciiation amounts (unadjusted) . Adustmen calculted o diference between updaled calculaion and previous year's
calculation. prior to NPV adiustmer
Adjustment catuotod a5 dlf(srem:e between updated calculation and previous year's
Reconciliation amounts (NPV-adjusted) £ calculation, post NPV-adjustment using BWACC and Applicable Change in Revenue
Not applicable. To be added to calculation if building block becomes relevant (ie. if
A.11. Additional Return on Capital Building Block £ Tideway makes an IAR Overrun Application to increase Allowable Project Spend
above the Threshold Outtum).” See Profect Licence. Appendix 1, Part A 11
Not applicable. To be added to calculation if building block becomes relevant (ie. if
A.11. Additional Liquidity Building Block £ Tideway makes an IAR Overrun Application to increase Allowable Project Spend
above the Threshold Outtum).” See Profect Licence. Appendix 1, Part A 11
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Unit

Year starts

Year ends

Year t-2

Year t-1

Year t

Year t+1

Year t+2

1.1 2014/15 RPI Adjustment Factor

Forecast RPI Adjustment Factor for the calendar year in which Charging Year commences %

Forecast RPI Adjustment Factor for the calendar year in which Charging Year ends %

RPI, September of Charging Year

RPI, March of Charging Year

Applicable Change in Revenue RPI

RPIt (RPI for November in Charging Year Yt-1)

Year average RPI

A.3. Return on Capital and A.4 Liquidity

Water Services Regulation Authority Stated RCV (2014/15 Prices) at 31 March 2014/15 prices, £

Allowable Project Spend (actual and forecast) - as at October 2023
Annual Actual Project Spend Outturn prices, £

Estimated Allowable Project Spend Outturn prices, £

Forecast Allowable Project Spend Outturn prices, £

Excluded Project Spend Outturn prices, £

Alliance Agreement receipts - expenditure funded by these receipts is treated as Excluded Project Spend

and therefore is excluded from the Allowable spend metrics set out above Outturn prices, £

BWACC %

A.5. Opex

Opex forecast as at October 2023 Outturn prices, £

A.6. Financing Cost Adjustment

Financing Cost Adjustment Index Yield - 12 months trailing average at 31 March %
Current prices at 31
Water Services Regulation Authority Adjusted RCV (Current Prices) at 31 March March of Charging
Year
Current prices at 31
Net Debt at 31 March March of Charging
Year
Notional Debt to RCV ratio %

A 1.4. Tax

Tax as at October 2023 Outturn prices, £

A.7. Under/Over Recovered Revenue Adjustment

Allowed Revenue £
Amount recovered in respect of 2016/17, 2017/18 and 2018/19 Allowed Revenue (to end of September
2019)

Amount recovered in respect of Allowed Revenue (to end of September 2018)

Outturn prices, £

Outturn prices, £
Years of NPV adjustment

Amounts received from TWUL in Charging Year (all vears of Allowed Revenue) Outturn prices, £

A.8. Reconciliation adjustment
Time since original calculation

Reconcile this vear?

Allowed Revenue as per most recently submitted Revenue Statement (excluding building block .
reconciliation and under/over recovered revenue adiustment)

Years

A.11. Additional Return on Capital Building Block

Additional Allowable Project Spend

A 1.6.4. Net Present Value Adjustment
End of first charging vear
Licence Award

Tideway 2023 FINAL 24 December Submission v1.0

Source/notes

Source: Average independent new forecasts for RPI, Table M3, "Forecasts for the UK economy: a comparison of
independent forecasts", HM Treasury, 24 August 2023
Required by Project Licence Appendix 1, 1.1 (i), (i), (i)

Source: Average independent new forecasts for RPI, Table M3, "Forecasts for the UK economy: a comparison of
independent forecasts”, HM Treasury, 24 August 2023

Required by Project Licence Appendix 1, 1.1 (i), (ii), (iii)

Source: RPI (All ltems) index, Consumer Price Inflation Tables, Table 36, 18 October 2023, Office for National
Statistics.

Required by Project Licence Appendix 1, 1.1(iii)

Source: RPI (All Items) index, Consumer Price Inflation Tables, Table 36, 18 October 2023, Office for National
Statistics.

Required by Project Licence Appendix 1, 1.1 (i)

Source: RPI (All ltems) index, Consumer Price Inflation Reference Tables, Table 36, 20 December 2023, Office for
National Statistics

Required by Project Licence Appendix 1, Part A 3, 4 and 6

Note: for both First and Second Charging years, stated RP! is for November 2015, as Allowed Revenue for both
these years is being calculated together

Source: Calculated from RPI (All ltems) index, Consumer Price Inflation Reference Tables, Table 36, 18 October
2023 Office for National Statistics

Reauired by Project Licence Appendix 1, Part A 3, 4 and 6 and Appendix 1, 1.1 (iv)

Source: Ofwat publication:

Ofwat Regulatory Capital Values - Bazalgette Tunnel Limited (Tideway):

https://www.ofwat.gov. icati ry-capital-vall I-limited-tic 1y
prior to licence award

Required by Project Licence Appendix 1, Part A 3

2020/ Zero

Source: "ITA Verification No.74" - received 4/10/2023 from Paul Horton. Verification to July 2023.
Reauired by Project Licence Appendix 1, Part A 3

Source: "Regulation Reporting Sep 23", tab Regulatory Cost Metrics, sum of cells H44:144
Reauired by Project Licence Appendix 1, Part A 3

Source: "P06 Q2 2023-24 Expenditure Forecast Basecase" - from Rob Oliver, 11/10/23 16:31
for full-year 2023/24, 2024/25 and 2025/26 forecast.

The 2023/24 figure is net of expenditure already realised (April to Sep) - sum of rows 12 and 13
Required bv Project Licence Appendix 1. Part A 3. 4

Data removed as not required for reconciliation purposes. See "Inputs 2023".
Data removed as not required for reconciliation purposes. See "Inputs 2023".

Source: Project Licence, Appendix 1, 1.18
Reauired by Project Licence Appendix 1, Part A 3, 4.6, 7. 8

Note: In line with the Project Licence, zero as all expenditure treated as capex.
Reauired by Project Licence Appendix 1, Part A 5

Source: "FCA yield calculator 2020.21.xIsx"
Calculated with reference to iBoxx BBB data and spot implied inflation rates for 10 year maturity from Bank of
England

Required by Project Licence Appendix 1, Part A 6

Source Regulatory Accounts 2021/22 Need to update to Source: https://www.ofwat.gov.uk/publication/regulatory-
ital-vall t I-limited-tic 2020/ for the current year (i.e. 2021/22). Prior year values

p y
are the value recorded in that charging year.
Required by Project Licence Appendix 1, Part A 3
Source: Tideway financial statements as at 31 March 2022 (checked against republished Regulatory Accounts
tables October 2022)

Required by Project Licence Appendix 1, Part A 6

Source: Project Licence Appendix 1, 1.45

Reauired by Project Licence Appendix 1, Part A 6

In line with the Project Licence, zero as the IP is not required to pay corporation tax or any other income-based tax.
NOTE: Only relates to BTL Tax.
See Project Licence Appendix 1, Part A 1.4

See Project Licence, Appendix 1, Part A.7

See "Inputs 2023".
See "Inputs 2023".
See "Inputs 2023".

Data removed as not required for reconciliation purposes.
Data removed as not required for reconciliation purposes.

Data removed as not required for reconciliation purposes.

Data removed as not required for reconciliation purposes. See "Inputs 2023".

Data removed as not required for reconciliation purposes. See "Inputs 2023".

See Project Licence, Appendix 1, Part A 8
Data removed as not required for reconciliation purposes.
Data removed as not required for reconciliation purposes.

See "Inputs 2023".
See "Inputs 2023".

Data removed as not required for reconciliation purposes. See "Inputs 2023".

Not applicable at present. Inputs to be added if this building block becomes relevant (i.e. if Tideway makes an IAR
Overrun Application to increase Allowable Project Spend above the Threshold Outturn). See Project Licence,
Appendix 1, Part A 11

Last day of the First Charging Year
Date of Licence award

OFFICIAL

BBRA Inputs 2020

First Second Third Fourth Fifth Sixth Seventh Eighth Ninth Tenth
Charging Charging Charging Charging Charging Charging Charging Charging Charging Charging
Year Year Year Year Year Year Year Year Year Year
2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
01/04/2015 01/04/2016 01/04/2017 01/04/2018 01/04/2019 01/04/2020 01/04/2021 01/04/2022 01/04/2023 01/04/2024
31/03/2016 31/03/2017 31/03/2018 31/03/2019 31/03/2020 31/03/2021 31/03/2022 31/03/2023 31/03/2024 31/03/2025
2013/14 2014115 2015/16 2016/17 2017/18 2018/19 2019/20 2020121 2021/22 2022123
2014115 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022123 2023124
2015/16 2016117 2017/18 2018/19 2019120 2020/21 2021/22 2022123 2023124 2024125
2016/17 2017/18 2018/19 2019/20 2020121 2021/22 2022123 2023124 2024125 202526
2017/18 2018/19 2019/20 2020121 2021/22 2022123 2023/24 2024125 202526 2026127
9.2% 4.4%
9.2% 4.4% 2.8%
257.6 250.6 264.9 275.1 284.1 291.0 294.3 308.6 347.6
254.8 257.1 261.1 269.3 2783 285.1 2926 296.9 3235
2456 2521 250.8 259.8 265.5 2758 2846 291.0 2935
256.7 259.4 265.0 274.9 2833 290.6 294.2 311.2 351.2
- - 148,741,346 478,533,658 962,316,426 1,490,337,315 2,024,487.477
- 150,344,662 340,489,147 518,165,900 582,828,772 604,855,688 542,182,309 | 530,822,453 509,695,109
2.497%
1.3% 1.4% 0.4% 0.0% 0.2% -0.5%
- 5 - 151,310,515 502,087,458 1,043,425,953 1,655,435,722 2,307,915,724
- - - |- 130,376,913 |- 315,869,558 |- 67,048,664 556,634,438 1,181,999,087
62.5%
-1
31/03/2016
24/08/2015
140f15




Building Block

Year starts
Year ends
Yeart-2
Year t-1
Yeart
Year t+1
Year t+2

1.1 2014/15 RPI Adjustment Factor

(a) for the purposes of calculating Forecast Allowable Project Spend for Charging Year
Yt+1, estimated Allowable Project Spend for the said Charging Year shall be deflated
from a price base in Charging Year Yt+1 to the Base RPI Index year ([2014/15]), using an
adiustment factor derived from multinlvina the factors set out in (i). (ii). (i) and (iv)
Forecast RPI Adjustment Factor for the calendar year in which Charging Year Yt+1 commences
Forecast RPI Adjustment Factor for the calendar year in which Charging Year Yt+1 ends

Forecast RPI Adjustment Factor for the calendar year in which Charging Year Yt commences

Forecast RPI Adjustment Factor for the calendar year in which Charging Year Yt ends

Percentage movement i the RPI (Al Items) index as published by Office for National Statistics for the
period April to September in the calendar year in which Charging Year Yt-1 commenced

Percentage movement in the RPI (Al Items) index as published by Office for National Statistics for the
period April to September in the calendar year in which Charging Year Yt commenced

Percentage movement i the RPI (Al Items) index as published by Office for National Statistics for the
period April to September in the calendar year in which Charging Year Yt+1 commen

Forecast RPI Adjustment Factor for the calendar year in which Charging Year Yt-1 commenced
Forecast RPI Adjustment Factor for the calendar year in which Charging Year Yt-1 ends

Base RPI
Charging Year Yt-2, or where this is on or before Base RPI Index year, 2014/15
Charging Year Yt+1

1.1()

1.1.Gi)

1.1 (i)
1.1(v)

RPI Adjustment Factor Charging Year T+1

RPI Adjustment Factor Charging Year T

RPI Adjustment Factor Charging Year T-1

RPI Adjustment Factor Charging Year T-2

Applicable Change in Revenue RPI

RPIt
RPlbase (Base RPI Index)

A.1. Allowed Revenue

A.3. Return on Capital

Ofwat Stated RCV for Yt-2

OPRCV Yt-1
2014115 RPI Adjustment Factor Yt-1
Annual Actual Project Spend Yt-1
Estimated Allowable Project Spend Yt-1
Forecast Allowable Project Spend Yt-1

OPRCV Yt

201415 RPI Adjustment Factor Yt
Annual Actual Project Spend Yt
Estimated Allowable Project Spend Yt
Forecast Allowable Project Spend Yt
CPRCV Yt

YARCV Yt

A, Liquidity

OPRCV Yt+1
2014115 RPI Adjustment Factor Yt+1

Annual Actual Project Spend Yt+1

Estimated Allowable Project Spend Yt+1
Forecast Allowable Project Spend for year t+1
CPRCV Y1

FYARCV Yt+1

A5. Opex

A.6. Financing Cost Adjustment building block

Financing Cost Adjustment Yt

Financing Cost Adjustment Index Yield

Base Reference Point (BRP)

Annual Reference Point (ARP)

BRP-ABP
Market Cost of Debt Adjustment Factor (absolute)
Market Cost of Debt Adjustment Factor (corrected sign)

Net Debt in Charging Year Yt-2

Water Senvices Regulation Authority Adjusted RCV (Current Prices) in Charging Year Yt-2
Notional Debt to RCV Ratio
Notional Net Debt in Charging Year Yt-2

Net Debt in Charging Year Yt-3

Water Senvices Regulation Authority Adjusted RCV (Current Prices) in Charging Year Yt-3
Notional Debt to RCV Ratio
Notional Net Debt in Charging Year Yt-3

Applicable Change in Revenue RP! for Charging Year Yt
Applicable Change in Revenue RP! for Charging Year Yt-2

A.1.4. Tax

A.7. Under/Over Recovered Revenue Adjustment

Allowed Revenue

Amount recovered in respect of Allowed Revenue (to end of September 2020)

Amount recovered in respect of Allowed Revenue (to end of September 2019)
Applicable Change in Revenue RPI

Years of NPV adjustment

Amounts in respect of prior Charging Years not yet reconciled (unadjusted)

Reconciliation amounts - Charging Year T-2 (unadjusted)

Reconciliation amounts (NPV-adjusted)

A.8. Reconciliation adjustment

Reconcile this year?

Time since original calculation

Allowed Revenue (as at October 2020)

Allowed Revenue (as at October 2019)

Applicable Change in Revenue RP! (year in which original calculation was made)
Applicable Change in Revenue RPI (current year)

Reconciliation amounts (unadjusted)
Reconciliation amounts (NPV-adjusted)

A.11. Additional Return on Capital Building Block

A1. Additional Liquidity Building Block

Tideway 2023 FINAL 24 December Submission v1.0

Unit

£,2014/15 prices

£,2014/15 prices

£,2014/15 prices
£,2014/15 prices
£,2014/15 prices

£,2014/15 prices

£, 2014/15 prices
£,2014/15 prices
£, 2014/15 prices

£,2014/15 prices

£,2014/15 prices

£,2014/15 prices
£,2014/15 prices
£,2014/15 prices
£, 2014/15 prices
£,2014/15 prices
£,2014/15 prices

£,2014/15 prices

£, current prices (March of
Charging Year T-2)
£, current prices (March of
Charaina Year T-2)
%

£, current prices (March of
Charging Year T-2)

£, current prices (March of
Charaing Year T-3)
£, current prices (March of
Charaina Year T-3)
%

£, current prices (March of
Charaing Year T-3)

OFFICIAL

BBRA Calculation 2020

First Second Third Fourth Fifth Sixth Seventh
Notes/description Charging Charging Charging Charging Charging Charging Charging
Year Year Year Year Year Year Year
2013/14 2014/15 2015/16 2016/17 201718 201819 2019/20 2020/21 2021/22
01/0412015 01/0412016 01/04/2017 01/0412018 01/04/2019 01/0412020 01/04/2021
31/0312016 3110312017 3110312018 31/0312019 3110312020 3110312021 3110312022
2013114 2014115 2015/16 2016117 201718 2018119 2019120
2014115 2015/16 2016/17 2017118 2018/19 2019720 202021
2015116 2016117 201718 2018119 2019120 2020121 2021122
2016117 2017118 2018/19 2019720 202021 2021722 2022123
2017118 2018119 201920 2020121 202122 2022123 2022123
A factor calculated for each Charging Year to express costs associated with that year in a
2014/15 price base. See Project Licence, Appendix 1.
NOT USED FOR RECONCILIATION Forecast RPI - see input sheet for description of source
NOT USED FOR RECONCILIATION Forecast RP - see input sheet for description of source
NOT USED FOR RECONCILIATION Forecast RPI - see input sheet for description of source
NOT USED FOR RECONCILIATION Forecast RP - see input sheet for description of source
NOT USED FOR RECONCILIATION Calculated with reference to the index values for
March and September to capture April to September inflation (see detailed modelling
assumptions in "Statement of calculation 2023")
NOT USED FOR RECONCILIATION Calculated with reference to the index values for
March and September to capture April to September inflation (see detailed modelling
assumptions in "Statement of calculation 2023")
NEW ROW ADDED FOR RECONCILIATION Calculated with reference to the index
values for March and September to capture April to September inflation (see "Statement of
calculation 2023")
NOT USED FOR RECONCILIATION Forecast RPI - see input sheet for description of source
NOT USED FOR RECONCILIATIONForecast RPI - see input sheet for description of source
Year average RPI for 2014/15, used as base year RPI 256.7
Year average RPI for Charging year T-2 (or 2014/15 where this is later) 290.6
NEW ROW ADDED FOR RECONCILIATION Year average RPI for Charging Year t-1 2942
NEW ROW ADDED FOR RECONCILIATION Year average RPI for Charging Year t 311.2
NEW ROW ADDED FOR RECONCILIATION Year average RPI for Charging Year t+1 351.2
CALCULATION ALTERED FOR RECONCILIATION Factor used to adjust prices from Charging Year T+1 to Charging Year T 3
CALCULATION ALTERED FOR RECONCILIATION Factor used to adjust prices from Charging Year T to Charging Year T-1 .06
CALCULATION ALTERED FOR RECONCILIATION Factor used to adjust prices from Charging Year T-1 to Charging Year T-2 .01
Factor used to adjust prices from Charging Year T-2 to Base RP! Index year A3
Combines factors (), (i), (i) and (iv) above to calculate factor used to adjust prices from aa
Charging Year T+1 to 2014/15 price base. :
Combines factors (i), (ii) and (iv) above to calculate factor used to adjust prices from s
Charging Year T to 2014/15 price base. :
Combines factors (iii) and (iv) above to calculate factor used to adjust prices from e
Charging Year T-1 to 2014/15 price base. §
NOT USED FOR RECONCILIATION Equal to factor (iv) above - used to adjust prices 113
from Charaing Year T-2 to 2014/15 price base. B
RPIin November of previous Charging Year relative to 2014/15 base year 096 098 | 1.01 1.01 1.03 1.07 141 143 114
RPlin November of Charging Year T-1 2456 2521 2598 2598 2655 2758 2846 2970 2935
Average RPI for 2014/15 256.7 256. 256.7 256.7 256.7 256.7 256.7 256.7 256.7
Total Allowed Revenue calculated as the total of the building blocks below, in accordance
with Project Licence, Appendix 1, 1.4. See Statement of calculation 2023 for further 78,997,445/
detail.
The Return on Capital building block allows the IP to earn a return on capital in relation to
the forecast average RCV in the Charging Year in question. See Project Licence, 77,564,740
Appendix 1, Part A 3
RCV at the end of Charging Year T-2 as published by Ofwat by 1 September following the AT
end of the Charaing Year ,024,487,
Openina RCV for Charaina Year T-1. 2,024.487.477
Scalar to adjust forecast costs for Charging Year T-1to 2014/15 price base 1.15
Allowable Project Spend (verified by the ITA) incurred in Charging Year T-1
Allowable Project Spend (not verified by the ITA) incurred in Charging Year T-1 -
Allowable Project Spend forecast to be incurred in Charging Year T-1 [
Opening RCV for Charging Year T - the sum of opening RCV for Charging year T-1 and P e
all Allowable Proiect Spend in that year 497,553,
Scalar to adjust forecast costs for Charging Year T to 2014/15 price base 1.21
Allowable Project Spend (verified by the ITA) incurred in Charging Year T 437,862,063
Allowable Project Spend (not verified by the ITA) incurred in Charging Year T 0
Allowable Project Spend forecast to be incurred in Charging Year T 0
Closing RCV for Charging Year T - the sum of opening RCV for Charging Year T and all 2.035,415,123)
Allowable Project Spend in that vear T
Year average RCV for Charging Year T 2,716,484,092
The Liquicty building block allows the IP @ liquidity allowance (return on capital) in
relation to the incremental average RCV in the year following the Charging Year in
question. See Project Licence, Appendix 1, Part A 4
Opening RCV for Charging Year T+1
Scalar to adjust forecast costs for Charging Year T+1 to 2014/15 price base E
NEW ROW ADDED FOR RECONCILIATION Allowable Project Spend (verified by the ITA) incurred in Charging Year T+1 372,481,596
NEW ROW ADDED FOR RECONCILIATION Allowable Project Spend (not verified by the ITA) incurred in Charging Year T+1 0
Allowable Project Spend forecast to be incurred in Charging Year T+1 0
Closing RCV for Charging Year T+1 3,307,896,720
Average RCV for Charging Year T+1
In'line with the Project Licence, the Opex building block is zero as all costs are accounted o
for as capital expenditure. See Project Licence, Appendix 1, Part A 5
The Financing Cost Adjustment building block is intended to protect against movements in
the market cost of debt, by comparing a measure of financing costs at an annual p “ p
reference point to a base reference point of March 2015. See Project Licence, Appendix g geleny LA 2288527 THESH
1, PartA6
[ o] 0 0 461,614 1,509,088 2,214,153 6,874,685
See Project Licence Appendix 1, Part A 6.3 1.30% 1.43% 0.35% 0.01% 0.23% 0.47%
The historic 12 months’trailing average of the Financing Cost Adjustment Index Yield as 1.30% 1.30% 1.30% 1.30% 1.30% 1.30% 1.30%
at 31 March 2015 B Sadd .30%| .30% .30% .30% .30%|
The historic 12 months'trailing average of the Financing Cost Adjustment Index Yield as A (T A 05 0o 0 B
at 31 March of Charaing Year Yt-2 - § , i - § .
Difference between BRP and ARP 0.00% 0.00% 013% 0.95% 1.29% 1.07% 1.76%
See Project Licence Appendix 1 Part A 6.7 0.00% 0.00% 0.00% 0.22% 0.54% 0.32% 1.01%)
See Project Licence Appendix 1 Part A 6.7 0.00% 0.00% 0.00% 0.22% -0.54% 0.32% 1.01%
Net Debt at the end of Charging Year T-2 as defined in Project Licence Appendix 1, 1.44 0 0 -130,376,913 -315,869,558 -67,048,664 556,634,438 1,181,999,087
RCV at the end of Charging Year T-2 in then current prices 0 0 151,310,515 502,087,458 1,043,425,953 1,655,435,722 2,307,915,724
As defined in Project Licence Appendix 1, 1.45 62.5% 62.5% 62.5% 62.5% 62.5% 62.5% 62.5%
RCV multiplied by Notional Debt to RCV ratio. See Project Licence Appendix 1 Part A 6.9 0 0 94,569,072 313,804,661 652,141,221 1,034,647,326 1,442,447,
Net Debt at the end of Charging Year T-3 as defined in Project Licence Appendix 1, 1.44 0 0 0 -130,376,913 -315,869,558 -67,048,664 556,634,438
RCV at the end of Charging Year T-3in then current prices 0 0 0 151,310,515 502,087,458 1,043,425,953 1,655,435,722
As defined in Project Licence Appendix 1, 1.45 62.5% 62.5% 62.5% 62.5% 62.5% 62.5% 62.5%
RCV multiplied by Notional Debt to RCV ratio. See Project Licence Appendix 1 Part A 6.9 0 0 0 94,569,072 313,804,661 652,141,221
1.01 1.01 1.03 1.07 111 1.13 1.14
096 0.98 1.01 1.01 1.03 1.07 111
In line with the Project Licence, zero as the IP is not required to pay corporation tax or any
other income-based tax o
See Project Licence Appendix 1, Part A 1.4
REMOVED FROM THIS RECONCILIATION SHEET AS RECONCILED SEPARATELY,
AS UNDER/OVER RECOVERED REVENUE IN RELATION TO ALL APPLICABLE
CHARGING YEARS IS RECONCILED IN CALCULATION 2020. The revenue adjustment 0
building block is to reconcile for under/over recovered Allowed Revenue in previous
Charging Years. See Project Licence, Appendix 1, Part A.7
Allowed Revenue as submitted in 2015, 2016 and 2017 updated revised Revenue
Statement
Amount collected by Thames Water and received by Tideway in respect of 2016/17,
2017/18, 2018/19 and 2019/20 Allowed Revenue. prior to the end of September 2020.
‘Amount collected by Thames Water and received by Tideway in respect of 2015/16,
2016/17, 2017/18 and 2018/19 Allowed Revenue, prior to the end of September 2019. The
cut-off is the same as that used for the 2020 Revenue Statement ensuring that the
amounts received are treated consistently between Revenue Statements.
RPlin November of previous Charging Year relative to 2014/15 base year
Represents the number of years of NPV adjustment required - two years for a Charging
Year being reconciled for the first time, and one year to reconcile further amounts
received in respect of Charging Years already reconciled. See "Statement of Calculation
2022
Further amounts received in respect of Charging Years that have already been
reconciled.
Difference between Allowed Revenue for a Charging Year and the amount collected by
Thames Water and received by Tideway in respect of that Allowed Revenue.
Reconciliation amount as calculated above, NPV-adjusted for the delay between the
original Charging Year and the year of reconciliation using the BWACC and Applicable
Chanae in Revenue RPI.
REMOVED FROM THIS RECONCILIATION SHEET AS RECONCILED SEPARATELY IN
BBRA CALCULATION Reconciliation for updated expenditure and inflation data to reflect 0

realised actuals and updated forecasts. See Project Licence, Appendix 1, Part A 8

Revenue for a given Charging Year is subject to building block reconciliation adjustment
where estimated or forecast expenditure or inflation inputs were used the last time that
vear's revenue was calculated. Defined as follows: 1= yes, 0= no

Represents the number of years since revenue was first calculated to feed into the NPV
adjustment of the reconciliation adjustment.

Allowed Revenue recalculated using updated expenditure and inflation data. Excludes
the under/over recovered revenue adjustment and the reconciliation adjustment building
blocks, as these building blocks are not subject to reconciliation. See BBRA Calculation
2018, BBRA Calculation 2019 and BBRA Calculation 2020,

Allowed Revenue as submitted in 2019 updated revised Revenue Statement. Excludes
the under/over recovered revenue adjustment and the reconciliation adjustment building
blocks, as these building blocks are not subject to reconciliation.

Adjustment calculated as difference between updated calculation and previous year's
calculation, prior to NPV adjustment.

Adjustment calculated as difference between updated calculation and previous year's
calculation, post NPV-adjustment using BWACC and Applicable Change in Revenue RPI

Not applicable. To be added to calculation if building block becomes relevant (i.e. if
Tideway makes an IAR Overrun Application to increase Allowable Project Spend above
the Threshold Outturn). See Project Licence, Appendix 1, Part A 11

Not applicable. To be added to calculation if building block becomes relevant (i.e. if

Tideway makes an IAR Overrun Application to increase Allowable Project Spend above.
the Threshold Outturn). See Project Licence, Appendix 1, Part A 11
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