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The Finance Challenge 



Thames Tideway Owner

• Private Utility Company

• Monopoly provider of London’s 
water infrastructure

• Since 2007 has invested £1bn a 
year in infrastructure

• Has run a deficit in recent years

• Credit rating moved from Baa1 
to B1 – no longer investment 
grade





Thames Tideway funding: separate company



Thames Tideway funding option 1: Government Grant

£3bn as grant



Thames Tideway funding option 2: PPP

£3bn through PPP JV



Thames Tideway funding option 3: Project finance

Step One: Project finance 
for construction

Capital

Repayment

Step Two: Thames Water
operates Thames Tideway



Tideway Structure

Thames Water
Regulator
(Ofwat)

EquityDebt

PMC

EPC (x3)

100% owned

Revenue collection
Operator post-build

Project licence



Question One:

Today, you are the private finance. 
If you provided the capital, what 
risks would you worry about?



If you provided the capital, what 
risks would you worry about?

Revenue 
Risks

Construction Risks

Operational Risks
Extreme Event 

Risks

Political/regulatory 
Risks

Macroeconomic  
Risks



Question Two:

How could the following partners be 
used to reduce or share those project 
risks? 

Insurance Contract law

Water Regulator
Government support

(not guarantee)



Insurance Policies

Construction 
insurance

Indemnity 
insurance

• Costs and expenses recoverable by 
buildings/businesses experiencing damage, 
with some exceptions (e.g. listed buildings)

• Costs and expenses recovered by dropping 
boring machines – in event of collapse

• Cost and expenses of destroyed boring 
machine

Contractor 
insurance

• Costs and expenses recoverable if main 
contractor goes bankrupt, due to reasons 
unlinked to Thames 



Contracts

Overspends

Incentives
• Contractors given financial incentives for 

early completion

• Waterfall structure for cost overspend:
a. Individual contractors
b. Consortia share overspend
c. Exceeds 30%, project suspended

Project 
Management 

Contract

• Project management contract to oversee 
construction primes. Fined for delays.

Ring-fenced 
contracts

• Three construction primes contracted to 
complete individual sections



Regulatory License

RCV Incentive

Revenues
• License allows Thames Tideway to collect 

revenues from Day one.
• Adjustments to pricing allowed.

• Expenditure logged to RCV with no ex-post 
adjustment (project value = construction 
cost)

Customer Bad 
Debt

• Tideway allowed to recover customer bad 
debts directly





Thank you.


