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The formula used to determine the amount Heathrow is permitted to charge airlines:

Q6 Incentives and penalties Service quality regime Different charges

–

£15.47

76.2m

E
Calculated with WACC*

*The weighted average cost of capital (WACC)

Total value of Heathrow AssetsMoney invested annually in
Heathrows infrastructure

E.g Terminal buildings Total costs minus commercial revenues

How this is calculated:

Passenger charge is the maximum
allowable average charge.  

Products & services income The CAA forecast for the total
number of passengers expected
to travel through the airport

Day-to-day airport running costs

Depreciation

E.g Terminal buildings

Depreciation

Regulated Asset
Base (RAB)

Annual capital
investment

Return on the money
we’ve invested

Return on
investment capitalB

B

C

C

Operating costsA
A

Aeronautical ChargesD

D

Commercial Revenues

=
÷

Maximum allowable
charge per person

Passenger forecastE

Every five years the Civil Aviation Authority 
works with Heathrow and its airlines to 
develop the plans, and resulting charges, 
for the next regulatory period. This is 
known as a ‘Quinquennium’.

CAA’s regulation has incentives for Heathrow to meet 
high standards of passenger service. 

The per passenger charge is the maximum allowable 
average charge. However, Heathrow is allowed to 
charge more or less for different types of aircraft or 
passenger as long as the average charge doesn’t 
exceed that limit. For example:

Regulation provides a series of incentives and penalties for Heathrow.  

Q1 - 87/88-92/93

Quinquennium periods so far

Q2 - 92/93-97/98

Q3 - 87/98-02/03

Maximum penalty for poor performance

Q4 - 02/03-07/08

Q5 - 07/08-13/14

Q6 - 13/14-19/20

Attract more
passengers

Reduce
operating costs

Deliver higher
commercial
revenues

Build facilities
more efficiently
than expected 

of Aeronautical charges
(approx: £80m per annum)

YESNO
Absorb
Costs

Keep the
difference

7%
Maximum bonus for very good service

of Aeronautical charges
(approx: £26m per annum)2%

Loud and
environmentally
unclean aircraft

Higher
charge

Quiet and
environmentally
clean aircraft

Lower
charge

+

+


