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north london waste authorltv 

Mike O'Donnell 
DIrectorof Finance 
London Borough of camden 
Town Hall 
Judd Street 
LondonWC1 H 9JE 5th January2010 

Dear Mike 

Aeknowleclgement of Affordability ImpllClition. of Waste Management PropGSIII. 

As you are aware the NorthLondonWasteAuthci>rity hal resubmitted its OutlineBusinessCase 
to Cefra. As part of the OBC resubmlsslon theAuthority In conjunction with its tuhnieal and 
financial al'livi••rs has reviewed anl'li refreshed the technical CGSts and financial analysis 
underpinning the OBC. I am writing tG yen. to: 

"Summarise the revised finaneilll metriesfor the project and highlight the estimated
 
affordability implicationsfor the London Elol'Gwgh eM Camden
 

II'	 Seek reaffirmation that the revla.a affordabllity position is within the affordabllity envelope
 
agreed by Borough Cabinet I Executive in Odober 2008, as reflected In the letters of
 
support at that time and supplied as part of the October 2008 OBC submission- • copyof
 
your Auth0rity's previous letter" attachecJ 85 backGround.
 

In Oetober 2008 the Councilwas Informed that the total project cost of the ReferenceProject 
was estimated at £7.323 billion, potentiallyrising to £7.725 billion after tIIklng account at the 
sensitivities included in the OBC. B.sed on current Levy distribution this implied a range of costs 
from £0.911 billion to £0.952 billionfor the London Bomugh of Camden. 

As at December 2009 the t_1 project CQst of the ReferenceProject is estimated at £7.109 
billion, potentially rising to£7.443 billion .king accountof the sensitivities Included within the 
OSC. Based 0n the current Levy dl.trlbuti0n this means a range of costs from £0.866 billion to 
£0.900 billion for the London Boroughof camden on the basis of the Authority receiving an 
sward of £317 million In PFI Credits. 

In the event that: the AuthoritysecuresPFI Credits of £258.4 million (that amount requested in 
May 2009), besed on the current Levydistribution this means a range Gfcosts from £0.880 
billion to £0.914 billion for the LondonBorough of Camden 

North LondonWaste Authority, Lee Valley Technopark, Unit360, AshleyRoad,Tottenham, London,N179LN 

http:billionto�0.914


The projected costs of the Reference Project are less than the "business lIS usual" (do minimal) 
option by £0.201 billion. 

I would be grateful If you could sign enddate belowlind return to me to conflnn for the benefitof 
the OBC resubmission that the costsquantified above(for both the £317mHlion and£258.4 
million PFI Credits) are within the affordal:>i1ity envelope agreed byyour Authority in October 
2008. 

The Authorityfully appreciates that the abovecostsare estimates and that they may change. 
However, shouldthe estimates proveincorrect a furtheropportunity will be givento the Counsil 
to reconsiderthe affordability of the scheme prior to the partiesbecoming contractually 
committed. 

Yourssincerely, 

Tim Judson 

Director of Procurement 

Signed 

~ 

Date ,) ~\.4'4 ::I 2.0t 0 

North London WaeteAuthority, Lee ValleyTechnopark, Unit 360. Ashley Road,Tottenham, London, N17 9LN 



''''Camden...... 
FINANCE DEPARTMENT 
London Borough of c.mden Date: 29th October 2008
 
Room205E
Ref: Dof/KH 
Town Hall ExtensionEnqs. To: Mike O'Donnell 
Argyle Street Tel. No: 020 7974 5933
 
London WC1HeNG
 Fax. No: 020 7972 2740 

Email mike.o'donnell@camdel'l;gov.uk 

ClydeLoakes 
Chair 
NorthLondon WasteAuthority 

Dear Cly~. 

AcknGWledgement of Affordablllty to Waste Management Proposals 

The full extentof the waste collection proposals incluCited within the outline business case is clearly 
lJI"lGJerstood and the financial implications of the actions arefully appreciated. 

In addition, the Council has been madeaware of the NorthLondon WasteDisposal Authority's 
proposals for a procurement proc::eu consisting of new contracts for the c!telivery of a re~clil'lg, 

treatment and Citisposal services. The final'lGlaI impliGBt40ns of these proposals have been presented 
11'1 termsof an envelope of costswhich fal'lge fromthe basicreference projectcoststo the same 
costssubjecteCit to sensitivity analyses arool'ld capital expenCititur&, operatinliJ expenditure, recycling 
income anCit LATS expenditure. The Council has beenable to review the high leveloutputsof the 
fineneial moCitellncluding the estimated impact 01'1 the levy and eoIIectlon costs 

This C(!)uncil has been Informed that the total projecteost of the Reference Project Is estimated at 
£7.323 billion potentially rlsinliJ to £7.725 blUion after taking account (!)f the sensitivities. Based on 
eurrent Levydistribution this means a range of costsfrom £0.911 billion to £0.952 billion for the 
Lenden Sor(!)ugh of Cam~en. 

The projected costsof the Reference PrGject are less than the "busll"leSs as usual" (~o minimal) 
optionby £0.495 bHlion at the pre LATS sensitivity risll'll to mires £0.904 bUlion after taking into 
accounts the risk associated with LATS expen~lture. 

The NorthLonCiton Waste Authority has provided Ind••tive Levy Increa.esfor either enCit of the 
envelope of costs to assist in asseSllng the question of affarGlablllty. This lettergives approval of the 
costsquantified being met, withinthe current affordabUIly envelope, and subject to the sensitivities 
described above and outlined in moredetail In the GUttme business cue. 

It is acknowledged that the adCitltionel COltsof both coneetlan and treatmentl~lspoS81 havebeen 
taken intoaccountwith averall afford.bUIly of waist. management oonsiCitered. 



The Councilfully appreciates that the abovecosts are estimatesandthat they may change. 
Howeverwe have beenassuredby the NLWAthat. shouldthe estimates proveIncorrect, then a 
further opportunitywill be givento this Council to reconsider the affordability of the scheme priorto 
the parties becoming contractually committed. 

Yours sincerely 

	
MoiraGibb MikeO'Donnell 
Chief Executive Directorof Finance 



Dec-:Og 

b. Nominal Base Case" 

ReferenceProjectCost 
ColieClion Costs 

Disposal Budget 
coaeceenBudget 
AlIor<labllity Gap

£m Nomina' Uo...r Threaholcr" 

~eference ProjectCost 
Collection Costs 

DisposalBudget 
Collection Budget 
AlIor<lablllty Gap

"a,,"am 
Barnet Camden Enllald HacknllV Hartnooy Isllnaton Forest Total 

722 325 596 396 497 347 518 3,400 
655 541 433 610 507 586 377 3,708: 

1377 886 1029 1006 1003 934 995 7109 

374 245 300 260 263 265 235 1,944 
463 389 325 467 460 438 350 2,892.,ll4f $1 219 2llG 230' 3W 2:J.'tt: 

waltham 
Bamal Camden Enfleld Hackn"" HarlnD"" IsUnDlon Forest Tolal 

797 359 665 431 549 365 569 3,734 
655 541 433 610 507 586 377 3,708 

1452 900 1097 1041 1055 951 9411 7442' 

374 245 300 260 263 265 235 1,944 , 
463 389 325 467 460 438 350 2,892 
-~ - 472 3M 332 2117 36~ 2.. 

Dec·09 

waomam 
Bamal C""'den Enlleld Hack...... Harln- lollnnton Forest Total 

742 339 613 410 511 360 532 3,509 
655 541 433 610 507 586 377 3,708 

7 717,1397 880 1046 1020 1018 946 909 

374 245 300 260 263 265 235 1,944 
463 389 325 467 460 438 350 2,892, , 

-'r·· 560 'W' 42f '2ll3 2112 324 2.361, '• 

I£m Nominal _ Case" 

Reference ProjectCost 
!collectionCosts 

DisposalBudget 
Collection Budget 
AlIor<labillty Gap 

£m Nominal Uooer Threshold"" 

Reference ProjectCost 
Collection Costs 

.. 

DisposalBudget 
Collection BUdget 
AlIor<labllity Gap

" Reference Csse 
.. 2 year Delay sensitivity with 10%uplift 
In capital Costa 

- Affordabllity Gap figures reconciled 
back to Authority Meeting of 9 Dec 2009 

waltham 
Bernet Camden Enfield Hack...... Hartn- lollnnton Forest Total 

816 373 681 445 563 377 583 3,838 
655 541 433 610 507 586 377 3,708 

1A71 914 1113 1055 1099 963 960 7548 

374 245 300 260 263 265 235 1,944 
463 389 325 467 460 438 350 2,8~ 
'~ 280 48'8 328 348 26Il 375 til' 



Dec-09 

Costs £m (Whole life, nominal) 

PFI Project Costs 
Additional System Costs 
Landfill Costs (gate fee and tax) 
Collection Costs 
Less Effect of PFI credit 

Reference Project Oct 2008 Reference Project Dec 2009 
£'000 £ 

2,739 
560 
373 

4,152 
501· -

3,535,154 
824,126 
494,387 

3,708,391 
589,495 

Total Nominal Costs Pre LATS Ex... 7,323 7,972,563 




