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Introduction

The CAA forecast for specified activities lists the revenue that is forecast to be
generated by Heathrow Airport (i.e. third party revenue) for the fifth quinquennium
(Q5). This forecast is based on certain assumptions and any derivation from this
forecast is required to be explained and justified to users and the CAA.

This report provides users with explanations of variances between figures utilised
when setting prices to those included within the CAA forecast for activities identified
as ‘Specified Activities’ within Table 6-3 of the ‘Economic Regulation of Heathrow
and Gatwick Airports 2008-2013' CAA decision dated 11" March 2008’ for the year
ending 31% March 2010.

The specified activities are:

e Check-in desks

e Other desks

e Staff car parking

e Airside licenses

e Gas

e Water and sewerage

e Electricity

e Security ID passes

e Fixed electrical ground power
e Bus and coach services
e Heating and ventilation

The variance analysis has been made against third party elements of the pricing
predictions for the period 1% April 2009 to 31%' March 2010’. The pricing exercise was
undertaken using constructive engagement through the Non Regulated Charges
Group and resulted in the General Notice being issued on 25" March 2009.

The analysis shows variances for those specified activities where certain cost
assumptions are used to set prices. For example all specified activities are forecast
on cost assumptions for the relevant year, with exception of bus and coach services
and heating and ventilation.



The following explains why these two specified activities have a different approach to
price setting:

e Bus and coach service pricing is derived using commercial contracts based
on usage.

e Heating and ventilation is priced using the AOC rents group and charges are
levied as an occupancy charge.

This paper includes Table 6-3 for Q5 and an update showing this table uplifted to
nominal prices using RPI for 2008/09 from Office of National Statistics (ONS) and
Oxford Economic Forecast (OEF) for future years.

The RPI uplift is applied to provide a consistent comparison between CAA forecast
and actuals in nominal prices.

The variances are explained on the following sheets.
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