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Thank you for the opportunity to respond to this recent consultation document. 

 

FINANCING ARRANGEMENTS 

 
As is covered in the consultation document, as well as within the Annex, there are well established 
and recognised financing arrangements which rely on the Appointee giving a guarantee in relation to 
liabilities of an Associated Company.  Under these established arrangements, bonds are issued by a 
financing plc (FinCo/the issuer) which on-lends the proceeds to the Appointee on back-to-back 
funding terms, underpinned by standard guarantee arrangements.  These structures are needed as 
bonds listed on the UK Stock Exchange need to be issued by a plc, under the listing rules. 
Importantly, FinCos remain within the regulatory ring-fence. 
 
We are unclear from reviewing section 3 of the consultation whether Ofwat is now suggesting that it 
would need to grant a consent for future arrangements involving individual bond issuances.  In our 
mind, this would create unnecessary delays to any bond issuance and remove the opportunity for 
companies to transact quickly in the capital markets to take full advantage of favourable market 
conditions and pricing, which is clearly in the interests of customers.  It is critical that companies can 
continue to transact financing arrangements quickly and are not restricted and slowed by having to 
submit a formal notification of a request for consent, leading to a loss of commercial opportunity.  
Also, recognising that FinCos sit within the regulatory ring-fence, such a consent requirement would 
seem excessive.  As such, we would recommend that Ofwat clarifies the drafting in this important 
area of the document and confirms that existing and future arrangements as described above would 
be covered by a standing derogation/agreed dispensation, thereby removing the need for 
companies to approach Ofwat for consent on every transaction going forward.  This would obviously 
also help alleviate the workload of Ofwat given that Ofwat intends to publish ‘reasons for the grant 
of that consent’. 
 
We would be happy to work with Ofwat and other companies in drafting a general standing 
derogation that could be issued by Ofwat to cover these established financing arrangements, both 
historic and in the future, as we recognise through discussions we have had with Ofwat that it does 
not wish to seek to limit timely access of companies to the capital markets. 
 

PENSIONS CONTINGENT ASSET FUNDING ARRANGMENTS 

 
On review of the Annex to the consultation we believe that the suggested guidance and framework 
will not restrict potential contingent asset funding arrangements, which are now widely recognised 
as important tools in managing legacy pension deficit positions.  Such arrangements do not create 
any cross-subsidy outside of the Regulatory ring-fence and allow companies to manage pension risks 
in an appropriate and effective manner.  We would welcome Ofwat confirming that such 
arrangements will not be restricted by this guidance document. 
 
Thank you again for the opportunity to comment on this draft guidance and we can confirm that we 
consent to Ofwat publishing this written response. 
 
Chris Johns 
Finance Director 
For and behalf of Northumbrian Water Limited 


