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Chart 1: The technical correction (December decision) 

 

 

Chart 2:The technical correction (December corrected for inconsistency) 
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Table: 1 List of comparable firms: leverage and asset beta reanalysis of Commission's comparable 

samples and data 

 



Table 2: List of Comparable Firms: Average Market Leverage and Asset Beta by Regulatory Regime’ 

  



    

Table 3: Practical importance of the selected asset beta 

Inputs   

December decision 
 

December 
decision 

(adjusted) 
 Risk Free Rf 4.64% 4.64% 

 Debt premium Dp 2.35% 2.35% 

 Leverage L 44% 44% 

 Asset beta Ba 0.34 0.28 

 Debt beta Bd 0.00 0.00 

 Market risk Premium TAMRP 7.1% 7.1% 

 Corporate Tax Tc 28.4% 28.4% 

 Investor Tax Ti 28.2% 28.2% 

 
     Calculations       

 Be 
 

0.61 0.50 

 Ke 
 

7.64% 6.88% 

 
     Results   

   WACC (50th percentile) 
 

6.48%
1
 6.06% 

 WACC relative to December 
Decision 

 
0.00% -0.42% 

 

     
Draft Decision RAB est.2 

 
$4,902m $4,902m 

Variance 
(pa) 

     Capital Charges (pa) 
 

$318m $297m $21m 

Pre-tax charges @  28.40% $444m $415m $29m 

      

  

                                                             
1 The Commission have calculated the WACC at 6.49%.  When replicated by MEUG the result is 6.48%. 

2 This is the same as the assumption in MEUG submission to the Commerce Commission on Pan Industry Input 
Methodologies for cost of capital, 13th August 2010, paragraph 5, refer http://www.comcom.govt.nz/assets/Pan-
Industry/Input-Methodologies/Draft-Reasons-Papers/Draft-Reasons-EDBs/Costcapital-Sub/MEUG-Submission-on-EDB-
Input-Methodologies-Draft-Determination-and-Reasons-Paper-13-August-2010.pdf  

http://www.comcom.govt.nz/assets/Pan-Industry/Input-Methodologies/Draft-Reasons-Papers/Draft-Reasons-EDBs/Costcapital-Sub/MEUG-Submission-on-EDB-Input-Methodologies-Draft-Determination-and-Reasons-Paper-13-August-2010.pdf
http://www.comcom.govt.nz/assets/Pan-Industry/Input-Methodologies/Draft-Reasons-Papers/Draft-Reasons-EDBs/Costcapital-Sub/MEUG-Submission-on-EDB-Input-Methodologies-Draft-Determination-and-Reasons-Paper-13-August-2010.pdf
http://www.comcom.govt.nz/assets/Pan-Industry/Input-Methodologies/Draft-Reasons-Papers/Draft-Reasons-EDBs/Costcapital-Sub/MEUG-Submission-on-EDB-Input-Methodologies-Draft-Determination-and-Reasons-Paper-13-August-2010.pdf


Table 4: Breakeven analysis 

Inputs   

December decision 
(adjusted3) 

Breakeven 
leverage 

Risk Free Rf 4.64% 4.64% 

Debt premium Dp 2.35% 2.35% 

Leverage L 44% 19% 

Asset beta Ba 0.28 0.34 

Debt beta Bd 0.00 0.00 

Market risk Premium TAMRP 7.1% 7.1% 

Corporate Tax Tc 28.4% 28.4% 

Investor Tax Ti 28.2% 28.2% 

    Calculations     
 Be 

 
0.50 0.42 

Ke 
 

6.88% 6.31% 

    Results   
  WACC (50th percentile) 

 
6.06% 6.06% 

 

  

                                                             
3 Asset beta adjusted to midpoint of December comparable companies. 



Table 5: Aerodrom Ljublijana analysis 

      

 
Euros 2008 2009 2010 

 Cash and Cash Equivalents 498,796 286,033 251,543 
 

      Available-for-sale financial 
assets 23,034,313 18,601,687 17,051,988 

 [bonds,shares financal assets] 
    

      Current financial assets 13,340,726 13,116,611 15,005,984 
 [financial assets and short-term loans] 

   

  
36,873,835 32,004,331 32,309,515 

 

      Total Assets 124,045,257 128,071,992 128,108,228 
 

      "Cash Assets"/Total Assets 30% 25% 25% 
 

      Commerce Commission 0% 0% 0% 
 Net Debt/Net Debt plus Equity (at MV) 

   

      source: http://www.lju-airport.si/eng/about-the-company/investor-info/financial-reports 

 

  

http://www.lju-airport.si/eng/about-the-company/investor-info/financial-reports


Table 6: Summary
4
 

   

 June decision December decision MEUG 

Submission 

Materiality 
test (change 

in pre-tax 
transmission 

capital 
charges) 

L 40%   44%       

βa  0.34   0.34      

WACC   6.50%   6.48%     

(1) Consistency           

L       44%    

βa        0.28   

WACC         6.06% -$29m pa 

(2)  National Grid           

L       48%    

βa        0.24   

WACC         5.84% -$44m pa 

(3) L=0           

L       0%    

βa        0.28   

WACC         5.32% -$80m pa 

 

 

  

                                                             
4 Mid-points used. 
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