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West London Waste Authority – Capital Contribution 

 
 
Appendix 1 is not for publication as it contains the following category of exempt 
information as specified in the Local Government Act 1972, namely information 
covered by paragraph 3 of Schedule 12A: Information relating to the financial or 
business affairs of any particular person (including the authority holding that 
information) 
 

 
1.0 Summary 

 
1.1 In April 2013 the West London Waste Authority (WLWA) agreed to award 

preferred bidder status to a consortium of companies for construction of a 
waste treatment facility and the subsequent treatment of residual waste, 
following a procurement exercise. There is an opportunity for the constituent 
boroughs of WLWA to make a capital contribution towards the construction 
cost of the facility being built, in return for an annual interest payment from the 
WLWA. 

 
 2.0 Recommendations 
 

2.1 The Executive is asked to agree in principle to a capital contribution of up to 
£15million, provided that a sufficient number  of the other WLWA constituent 
boroughs agree to contribute as well (since the decision to proceed with the 
investment is dependent on support from others in order to reach a required 
level of investment). 
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2.2 That authority is delegated to the Deputy Director of Finance, after 
consultation with the Director of Legal and Procurement and the Deputy 
Leader of the Council to agree the final amount and terms of the loan. 
 

3.0 Detail 
 
3.1 WLWA is a statutory joint authority with six constituent boroughs (Richmond, 

Hounslow, Ealing, Harrow, Hillingdon and Brent). As a waste authority it is 
responsible for disposing of the waste collected by the constituent boroughs. 
WLWA is primarily financed by charges to the constituent boroughs, 
comprising a fixed levy and charges based on tonnages disposed of. Other 
income is generated from charges including charges for non-domestic waste 
disposal. 
 

3.2 The Joint Waste Management Strategy for WLWA identified some years ago 
that the authority was in danger of failing to hit Government targets for 
diverting waste from landfill. It also identified that the rising cost of landfill, 
together with potential penalties for exceeding landfill targets, would mean 
that as well as the environmental impact of landfill, the authority would be 
facing excessive costs if it did not take effective action. 

 
3.3 Over past years the WLWA has let a number of contracts to manage the 

disposal of waste but now needs to secure a replacement for the landfill 
contracts. The capacity required is around 250,000 tonnes per annum and 
WLWA has been procuring this in the market. It has considered a wide 
number of options and worked through an OJEU procurement process which 
has led to the current position where WLWA have agreed the preferred bidder 
for the development of a new Energy from Waste facility. The procurement 
was for a design, build and operate contract, however there are a number of 
options as to how the build element will be financed. This development will 
enable costs to be contained, 96.1% diversion from landfill and a reduced 
carbon impact from waste disposal. The proposal is also attractive as it offers 
an almost fixed cost to waste disposal. 

 
3.4 The next phase of this proposal is to finalise the contract terms and move to 

financial close with the preferred bidder as quickly as practical to ensure there 
is no delay in the development of the new site. 
 

3.5 The proposal from the preferred bidder (a consortium lead by SITA) assumed 
funding from a combination of equity from the consortium and debt secured 
from commercial lenders. 

 
3.6 As part of the overall funding discussions the WLWA has raised the possibility 

of providing direct funding for the project (with WLWA effectively drawing the 
finance for this from loans from the constituent boroughs). The proposition is 
that the boroughs will be able to access finance at a lower rate than 
commercial lenders. 

 
3.7 It should be stressed that the overall proposals and final contract is in no way 

dependent on this decision i.e. this is purely a decision on whether the Council 
chooses to invest directly in the project to achieve a better financial outcome. 



 
Meeting 
Date  

Version no. 
Date  

 
 

 

4.0 Financial Implications 
 
4.1 The proposal is for each of the boroughs to invest £15m in this project via a 

loan to WLWA that they subsequently provide as funding for the SITA project. 
WLWA would then repay this loan over the life of the SITA agreement 
together with an interest rate based on the savings achieved from removing 
part of the equity or commercial debt currently assumed. As the project has 
yet to reach financial close the exact interest payable cannot currently be 
provided. However, the confidential section of this report provides an estimate 
based on a prudent set of assumptions. These figures are commercially 
sensitive and hence must remain confidential at this stage. 

 
4.2 Irrespective on whether this investment is financed from cashflow (by reducing 

external investments) or through borrowing, the investment offers a significant 
net financial benefit for the Council. 

 
4.3 Clearly in making this (or any) investment there is a risk. However, the risk 

has both been reviewed by the WLWA advisors (PwC) and independently on 
behalf of all the Boroughs by Treasury Advisors (Sector). The view from both 
is that the major risk to WLWA (and therefore the Boroughs) is contained in 
the commitment to the overall procurement deal and is only marginally 
increased by the decision to provide direct investment (such risk being largely 
associated with the potential delay in realising the benefits if the contractor 
were to fail in its obligations). The advisors have stressed the importance of 
ensuring that the WLWA contract with the preferred bidder contains 
appropriate conditions to maintain this position. Officers will be working with 
WLWA to ensure that the contract contains appropriate conditions and 
safeguards, however the constituent boroughs will not be a party to the 
contract. It should also be noted that a failure of one of the other boroughs to 
make its required payment to WLWA set out in its loan agreement will place 
the WLWA in potential breach of the waste management contract, and 
therefore also expose Brent to risk. Similarly, if for any reason, any borough 
decides subsequently not to sign the final loan agreement, this will involve 
additional cost for WLWA which would have to be met by the constituent 
boroughs. It is likely that, if the preferred bidder borrows from commercial 
lenders as well as the boroughs, that such lenders are likely to require (a) that 
the loan agreements are signed before or at the same time as the main 
contract with the preferred bidder, and (b) that WLWA covenant with them (the 
lenders) to enforce the loan agreements.  

   
 

4.4 Each of the other constituent boroughs is currently considering their position 
on this issue and it is likely to require the majority to contribute in order to 
provide sufficient funding for SITA to progress with this offer, hence the 
provisional wording of the first recommendation above 
 

5.0 Legal Implications 
 
5.1 Brent’s legal powers to provide financial assistance to WLWA depend on 

whether the financial assistance is treated as a loan or as an investment.  
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5.2 Brent has the power to give financial assistance (either grants or loans) to 

WLWA under  Part 1 of the Localism Act 2011 and in particular the 
general power of competence under section 1 of that Act which enables local 
authorities to do anything, which a natural person can do and which they are 
not prohibited by other legislation from doing. 

 
5.3 Alternatively, under section 12 Local Government Act 2003 a local authority 

has power to invest for any purpose relevant to its functions or for the 
purposes of the prudent management of its financial affairs. As such it would 
need to fall within the scope of investments permitted by Brent’s investment 
strategy required to be in place under the Local Government Act 2003. 

 
5.4 Under regulations made under the 2003 Act, the loan / investment would be 

treated as capital expenditure. In order to fund the loan / investment, the 
capital expenditure regime in the 2003 Act gives power to Brent to borrow to 
fund its capital expenditure, subject to compliance with the prudential 
borrowing regime. So unless capital reserves are used, borrowing is 
permitted, including prudential borrowing from the Public Works Loan Board. 
 

5.5 The loan by Brent to WLWA would involve a formal, legally binding loan 
agreement to be drawn up at financial close of the procurement. WLWA would 
then similarly enter into a legally binding commitment with its preferred bidder 
to provide some of the project funding. See also paragraph 4.3 above.  
 

5.6 Although the loan will not be formally agreed until financial close it should be 
recognised that if the constituent boroughs agree to this proposal now, WLWA 
and its preferred bidder will begin finalising the project funding on this basis.  

 
5.7 It will also be necessary for the loan/ investment to Brent to be structured in 

such a way that it does not fall foul of the EU regime prohibiting state aid. This 
is because the provision of a loan at lower than commercial market rates can 
amount to state aid; however the state aid rules will not be engaged provided 
that the benefit of the loan is wholly retained by WLWA and no benefit is 
passed on by WLWA to its contractor.   

 
5.8 The form of loan agreement will be subject to review by the Council’s legal 

team. Ealing Council are the lead borough for the West London Waste 
Authority and as such have instructed external lawyers for the purpose of 
advising on the powers to enter into the loan agreements. It may be agreed 
between the boroughs that Ealing advise all the boroughs; if this is the case, 
then there will need to be a Memorandum of Understanding to regulate the 
liabilities of Ealing as adviser and the other boroughs relying on that advice.  

 
6.0 Diversity Implications 
 
6.1 None identified. 

 

7.0 Staffing/Accommodation Implications (if appropriate) 
 

7.1 None identified. 
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