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	Supplementary Financial Clarifications

	No.
	Ref
	Issue
	Response
	Open/closed

	1
	Fuel use PFI Credit
	What do the development costs in cell TDCon E101 of the Fuel

Use PFI Credit calculation model relate to?


	These relate to typical pre construction professional services including design and planning.
	Closed

	2
	Fuel Use shadow tariff model 
	Is there any particular reason why the split between debt and equity is 80:20 rather than the more typical 85:15?
	The model is optimised using the gearing percentage, the Unitary charge and the IRR of 14.00% and the process of optimising the model have provided a lower gearing than is standard. However, there is precedent for this range of gearing within the market on Greater Manchester and reflects a prudent assumption in terms of weighted average cost of capital. 
	Closed

	3
	Fuel Use shadow tariff model
	Please provide the supporting analysis of fixed costs compared to variable costs which supports the proportion of the unitary charge to be indexed at 20% of the total unitary charge?
	When indexation is set to zero, the variable costs (Third party income, operating costs, lifecycle costs and SPV costs) total 176,544, and fixed costs associated with senior debt, sub-debt and equity total 908,655, giving a variable indexation percentage of approximately 17%. This was rounded up to give an indexation percentage of 20%.
	Closed

	4
	Fuel Use shadow tariff model
	Based on the construction costs and the lifecycle maintenance profile as per ‘TD Ops’ row 105 of the base case model, what would the useful economic life of the RDF facility be? E.g 30 years etc  
	We have made the prudent assumption within the financial model that the facility is fully depreciated after 25 years of operations, by the end of the contract. This is consistent with the assumption that the SPV will hand back the asset to the Authority for zero consideration at the end of the concession period. In addition, Banks and shareholders of the SPV would be unlikely to support a depreciable period longer than the period for which secure cash flows are contracted. 
The useful economic life of the facility is 25 years.
	Closed

	5
	2 year delay sensitivity
	For the two year delay shadow tariff models for both the Waste Service and Fuel Use contracts, with the exception of the timetable, are the input assumptions (including inflation etc), the same as per the base case shadow bid models? 
	This is correct except for an additional 10% capex increase.
	Closed

	6
	2 year delay sensitivity
	Could the Authority please confirm the gate fee assumed for the interim residual treatment services when calculating the 2 year delay sensitivity? Is there evidence to support this assumption?
	The assumption is that waste continues to be treated at Edmonton at a gate fee of £100/tonne in 1 April 2014 prices.

By 2012/13, the landfill tax rate will have risen to £72/t.  The 2009 WRAP report on facility gate fees states that landfill fees to range between £8-£42 per tonne, with a median of £24. Given the distance from North London to suitable landfills, it is reasonable to assume that the gate fee would be higher than the median figure.  Therefore, combining landfill tax and a gate fee of £28/t would provide a reasonable benchmark for setting the EfW gate fee. 

Through LWL, and also advisers experience on similar facilities in the UK and on the continent, the Authority is privy to actual operational costs associated with EfW facilities and feel that the above assumptions are prudent.

The present gate fee is in the order of £78.19 for third party customers depending upon the negotiated contract.  Because the facility would be “on-sold” to the successful contractor to operate on a commercial basis, it has been assumed that a gate fee (tracking commercial landfill rates) would apply to all customers i.e. £100/t post 2014.
	Closed

	
	Affordability base case model
	What is the purpose of the LWL input sheet and how does this flow into the affordability model?
	The purpose of the LWL input sheet is to allow for inputs that flow through into the Prudential Borrowing calculation for the purchase and sale of LWL shareholding to be refined in line with updated information from the LWL acquisition process.
The costs and dates associated with LWL flow through into rows 625, 627 and 635 of the Reference Project worksheet which determine values of LWL sale and purchase and timing of the sale.
The £110/tonne figure underpins the financial model relating to the share sale of LWL. Any assumed reduction on the gate fee price post 2014 would reduce the sale income and is broadly neutral in cost terms.
	Closed

	
	Affordability base case model
	Could you please identify where the LATS costs assumptions in the OBC are detailed (covering the potential contract period) which form the basis of the do minimum option?
	The LATS costs assumptions are based on a profiled LATS costs assumption provided the Authority’s technical advisers.
	Closed

	
	Affordability base case model
	In terms of the cost allocation between, the member Authorities assumed in the financial modelling, has there been any further development since the signing of the MOU’s (around October 2008? 

Further the MOU’s describe in fairly high level terms the financial allocation mechanism. Is there any further evidence to suggest that the member Authorities support the allocation modelled in the OBC?

Also is there an agreed timescale in place to develop the cost allocation further as the procurement progresses?
	The cost allocation mechanism is consistent with the October 2008 OBC and reflects the underlying statutory basis for the levy. This approach, based on MSW arisings, has been agreed with the Boroughs for the purposes of determining the affordability envelopes as an approximation of the historic levy arrangements.

This has been reflected in the updated letters of support from the Directors of Finance. 

An advanced draft of the IAA will be available by ISDS to inform bidder proposals.


	Closed

	
	Affordability base case
	Gate fee workings sheet – could you please confirm that the Combined gate fee for the waste services contract and fuel use contract is £236.62 for year ending 31st March 2019 (in real terms at a price base of 31st March 2010).

Similarly could you also confirm that the combined gate fee (for the waste services contract and fuel use contract) for  those capital elements upon which PFI Credits is based is £183.52 for year ending 31st March 2019 (in real terms at a price base of 31st March 2010).


	The gate fee which drives the cost of the reference project can be found in the shadow tariff models on the UC sheet, and is not the combined total of all of the gate fees within the Affordability model.

The gate fee workings sheet is an internal workings sheet to attempt to show an approximate disaggregated weighted gate fee (based on individual tonnage levels) for each of the different service streams. 
The total weighted waste services gate fee is £56.53 (for year ended 31st March 2010, based on total tonnage to all facilities of 1,145,804 in year ending 31st March 2017) and the fuel use gate fee is £139.33 (for year ended 31st March 2010, based on tonnage of 301,970 in year ending 31st March 2018).

	Closed


Please note that “CLOSED” in the WIDP comment column indicates that the Authority has addressed the questions raised.  WIDP Scrutiny evaluation comments on the responses provided are recorded in the WIDP evaluation document.
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