
At A Glance

Transaction Support in the Water Sector

Overview

Investors seeking to acquire assets in Europe need confidence that their investment will perform. Transactions are often risky; 

acquirers and lenders need objective economic and financial advice to understand the market, regulatory, and economic risk 

environment. NERA is a world leader in utility market and regulatory design, and is uniquely positioned to advise both acquirers 

and lenders. Our London-based Water Group regularly provides independent advice on the regulatory and economic issues 

surrounding major financial transactions worldwide, including privatisations, mergers and acquisitions, and divestments.

Key Projects

Client: An EU Government

Project: Financial and Strategic Review of Water & 

Wastewater Service Delivery

NERA undertook a project for a European Government, 

alongside a consortium of investment banks, accountants, 

and engineers, to review the options for restructuring the 

governance, ownership, financing, and management of 

the water and wastewater supplier, and the associated 

regulatory arrangements. NERA undertook qualitative 

and quantitative analyses of local service performance, 

expenditure levels, and regulatory arrangements, by 

comparison with other water entities internationally. 

NERA projected the likely costs, net of efficiency 

savings, under various reform options, and modelled the 

implications for the financial profile, the customer tariffs, 

and the value of the enterprise. The consortium made 

recommendations for reform of the sector, most of which 

are to be implemented.

Client: A Private Equity Investment Group

Project: Transaction Support

NERA assisted a prospective investor in the England and 

Wales water sector, working in parallel with an investment 

bank. NERA reviewed current fundamental issues facing 

the target company, including aspects of and likely 

changes to the framework for economic regulation. NERA 

identified factors posing opportunities or risks for the 

target, ways the risks might be mitigated by regulatory 

devices, and the implications for the value of the target 

before and after possible financing and management 

changes. NERA also suggested how the bank should 

represent some aspects of the regulatory regime within 

their financial model. NERA’s work influenced the 

valuation and bidding strategy and culminated with due 

diligence reports. 

Client: An International Infrastructure Fund

Project: Transaction Support

NERA provided a prospective investor in the England and 

Wales water sector with review, analysis, and modelling of 

the current and future situation of the target company, to 

inform the client’s valuation and bidding strategy. NERA 

developed estimates of key modelling inputs including 

costs, demand, the scope for outperformance, and 

regulatory parameters including the rate of return and 

the incentive rewards that the regulator would be likely to 

allow during price cap resetting. NERA’s financial model 

showed how the company’s financial position would 



evolve under various options for financial restructuring, 

and taking account of risk mechanisms in the regulatory 

framework. The work was used by the client and their 

advisors to inform the valuation of the target company, 

and was captured in due diligence reports.

Client: A UK Water Company

Project: Financial Restructuring Support

NERA provided analytical support to a UK water company 

examining the scope to undertake a radical restructuring 

of its governance, ownership, financing and management, 

moving from being a shareholderowned plc with 

integrated operations to become a customer-owned 

mutual company with contracted operations. NERA 

advised on the regulatory issues which would need to be 

overcome in transition and subsequently.

Client: UK Competition Commission

Project: Expert Witness in Merger Case

Dr. Bill Baker was asked by the UK Competition 

Commission to provide independent expert testimony in 

investigation of the proposed merger between Vivendi 

Water UK Plc and First Aqua (JVCo) Limited, the owner 

of Southern Water. Dr. Baker provided testimony on the 

workings of the comparative regime which operates in 

the UK water sector, and the implied loss of value (if any) 

to this regime of having fewer comparators due to the 

merger. He noted that there are special provisions in UK 

law regarding mergers which reduce the number of water 

company comparators.

Client: International Finance Corporation

Project: Privatisation by Concession of Manila Water 

and Sewerage Service

NERA advised the International Finance Corporation 

on the privatisation by concession of MWSS, the 

water and sewerage services utility in Manila. NERA’s 

primary responsibility was to develop a regulatory 

framework to monitor and enforce an appropriate 

set of rights, obligations, incentives, and sanctions 

for the concessionaire; to design an appropriate tariff 

setting framework; and to ensuring that these elements 

were properly reflected in the financial valuation and 

transaction assessment.

Client: An Investment Bank

Project: Valuation Support

NERA provided support to an investment bank charged 

with the sale of a privately held minority holding in a 

major international water concession. NERA reviewed the 

contractual provisions and advised on how these should 

be reflected in DCF modelling for valuation, as well as on 

the availability and relevance of statistics for comparable 

enterprises and transactions. 

Client: A UK Water Company 

Project: Regulatory Aspects of Proposed Financial 

Restructuring

NERA provided review of relevant regulatory provisions,

and their likely interpretation by the regulator, which

might have had a bearing on the merits of a proposed

financial restructuring of a UK water company. The

likely regulatory treatment of tax advantages created

at the current date and in the future was the key issue.

About NERA 

NERA Economic Consulting (www.nera.com) is a global 

firm of experts dedicated to applying economic, finance, 

and quantitative principles to complex business and legal 

challenges. For over half a century, NERA’s economists 

have been creating strategies, studies, reports, expert 

testimony, and policy recommendations for government 

authorities and the world’s leading law firms and 

corporations. With its main office in New York City, NERA 

serves clients from more than 20 offices across North 

America, Europe, and Asia Pacific.
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