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Chairman, Treasury Select Committee 
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REF: AC-LGW-311 
 

 

 

 

Dear Mr. Tyrie, 

 

We read with interest your letter of 21 July to the Chancellor of the Exchequer concerning the work of the 

Airports Commission and the correspondence that preceded it. 

 

As we discussed at our meeting earlier this year and in our subsequent correspondence, Gatwick is fully 

supportive of your continued pursuit of greater clarity over the Government’s economic case for 

expansion of the UK’s airport capacity. We are of course entirely willing to assist by supplying you with 

any further information you think may be helpful. The pressing need for greater disclosure is well 

illustrated by the errors and omissions in the Commission’s final report that have only come to light 

through an FOI request for traffic data from the DfT; regrettably, requests to better understand the 

economic consequences of these traffic misstatements continue to be rebuffed by the DfT. 

 

One area we do not believe has been subject to full scrutiny is the level of risk associated with each of the 

Commission’s short-listed proposals and how that risk is to be allocated between the Government, the 

scheme promoter, airlines and passengers. These issues will have a profound effect on the value for 

money and financial deliverability of the projects and should be fully considered before a final decision is 

made. 

 

In keeping with the lighter regulation Gatwick has secured as part of its contracts and commitments 

arrangements, Gatwick and our shareholders have continually offered guarantees to Government that we 

will bear substantially all the risk of the project, both in relation to cost overruns in the construction phase 

and any traffic-related shortfalls in revenue. To this end, we have pledged to cap our charges at an 

inflation-linked £15 per passenger, while also guaranteeing Gatwick’s project will be fully privately 

financed with no requirement for public funding. 

 

In contrast, under Heathrow’s current structure shareholder profit would be delivered by a set return on 

an increased Regulated Asset Base, funded by charges to airlines. This system provides no incentive for 

adopting a value-for-money approach as any cost overrun or traffic shortfall can be simply passed on to 

airlines and passengers through increased charges.  
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In addition, Heathrow has given no reassurance that it would take the responsibility for any cost overruns 

during the construction phase. Given the scale and complexity of the project, along with the potential for 

legal challenges and the reliance on c. £5bn of public money to upgrade the supporting infrastructure, this 

leaves a potential void that will need to be filled. There is a distinct possibility the airport will be relying on 

increased passenger charges and Government money to subsidise completion of the project and 

supporting infrastructure as the inherent risks of a complex set of projects manifest themselves. 

 

We have continually raised these issues of allocation of risk in both the construction and operational 

stages of expansion.  The Commission did not address this issue in its assessment of the economic case 

and it appears that the DfT is following a similar path.  It is true that the details of risk sharing is a matter 

that the Civil Aviation Authority will need to examine with the selected scheme promoter in due course, 

but the fundamentals of risk sharing are a matter of relevance for Government in selecting the scheme 

promoter in the first instance. 

 

We believe that there is a danger that the Government could make a decision in favour of one operator or 

another without having understood these arrangements and their consequences for users and the 

taxpayer. It is critical that the appropriate public policy is determined with a full understanding of these 

issues. 

 

 

We stand ready to assist as far as we can and would of course be happy to meet again. 

 

 

Yours sincerely, 

 

 
 

Nick Dunn 

Chief Financial Officer 

Gatwick Airport Limited 

 
 


