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1.1 EXECUTIVE SUMMARY

1.1 The Waste, Recycling and Street Cleansing Contract has been in operation for 
nearly 11 years, commencing in June 2008, with an extension applied in June 
2014 which is due to cease in June 2021. Contractually the addition of a one-
year extension can be applied and a separate report is currently being drafted 
for the Cabinet outlining the options available. 

1.2 Finance PAC requested information on the following;
 A review of the Waste, Recycling and Street Cleansing Contract with Serco 

(estimated Outturn for 2018/19 is £12,432 million
 The potential opportunities to update and improve the Waste, Recycling and 

Street Cleaning Contract
 Contract Clauses (Appendix 1)
 Key Performance Indicators (KPI’s)
 The Western Riverside Waste Authority Waste Disposal Contract 

1.3 The 2008 Contract was purported to enhance value for money and improve on 
service quality, representing an improvement on previously existing services. 
Those services within the contract encompass;
 Waste Collection and Street Cleansing (contracted to Serco)



 Recycling (collection contracted to Serco – processing done via the 
Western Riverside Waste Authority (WRWA), Cory Contract)

 Clinical Waste (managed in-house)
 Commercial Waste (managed in-house, collection via Serco and disposal 

via WRWA) 
 Waste Disposal (via a 30-year contract with Cory as part of WRWA - Waste 

is sent to the waste to energy plant at Belvedere which was recently 
acquired by a consortium led by Dalmore Capital – end date 2032)

1.4 In April 2013, following a report on the Options and Implications of the 
Fundamental Review of the Serco Contract a Cabinet decision was made to 
implement an extension from 16th June 2014 to the 14 June 2021. 

1.5 Numerous changes have occurred throughout the lifecycle of the contract 
including changing Borough requirements, such as, increasing population and 
infrastructure, the need for innovation and reducing client resource and 
increasing environmental concerns. The contract has not evolved in line with 
these changes and now needs to meet the Council’s, residents and business 
requirements.

2. CONTEXT TO CHANGE

2.1 Since the commencement of this contract to date, there have been significant 
developments in not only legislation and regulation but also in environmental 
awareness with regards the waste hierarchy; Prevention; Re-Use; Recycle; 
Recovery (energy recovery); Disposal.

2.2 When this is considered with the Council’s own priorities:
 Being ruthlessly financially efficient
 Doing things with residents not to them
 Taking pride in Hammersmith and Fulham  
 Ambition to be the greenest and cleanest Borough

2.3 Alongside the requirements of the Mayor of London’s recent Environmental 
Strategy (May 2018) of measures to restrict residual waste;

 All properties to receive a collection of, at a minimum, the six main dry 
recycling materials, i.e. glass, cans, paper, card, plastic bottles and mixed 
rigid plastics (tubs, pots and trays)

 Cut out the use of single plastics
 Separate food waste collections (including from flats where practical and 

cost efficient)
 Improving collection from flats
 Smaller residual bin containers 
 Change in collection frequency
 Garden waste collections



And the Governments 25-year Environmental Plan with key focus on 
increasing resource efficiency and reducing waste through the following 
objectives;

 Ambition of zero avoidable waste 2050
 Achieving zero avoidable plastics by 2042 
 Reducing litter and fly-tipping
 Improving the management of residual waste
 Cracking down on fly -tippers and waste crime

2.4 Consideration needs to be given as to whether this is an opportune time to put 
a new and contemporary Waste, Recycling and Street Cleansing Contract in 
place that meets all stakeholder requirements and is fit for purpose and 
sustainable.

2.5 In respect of the disposal contract this is far more difficult in that the contract 
has limited flexibility and is over a longer contractual term. However, there may 
be scope to negotiate disposal savings, given Dalmore/Cory’s interest in 
extending the contract.

3. SERCO- WASTE, RECYCLING AND STREET CLEANSING CONTRACT 

3.1 Hammersmith & Fulham commenced a 7-year contract with Serco in June 2008 
(with the possibility of extending for a further 7 years). This extension option 
was taken up by Serco following contractual discussion in 2013 and 
implemented a year early in June 2014. This extended contract is for seven 
years with a possible one-year extension for the period 2021-2022.

3.2 In 2008, the contract was purported to be designed to enhance value for money 
and improve service quality. Initially Serco implemented a number of initiatives 
such as, providing additional one-off resources for street cleansing 
improvements and investment in littering and fly-tipping. This was followed by 
the introduction of same day waste/recycling collection and street cleansing 
services, which enabled the council to be the in the top five cleanest boroughs 
in London. 

Financial Implications – Extension of Contract

3.3 At the time of the extension period (2014), Serco claimed the early years of the 
contract were loss making.  Within the contract there is contractually an Open 
Book Accounting process but at the time, Serco changed their finance system 
and no evidence to support Serco’s claim could be verified as to the losses they 
had incurred. However, following an independent evaluation by Eunomia 
Limited it was decided by the Council that upon extension they would increase 
contractual payments to Serco with year on year efficiency savings provided by 
Serco back to the Council.



2015/16 2016/17 2017/18 2018/19 2019/20 2020/21

LBHF Increased Contractual 
Expenditure 

542 650 650 650 650 650

Serco Efficiency Savings 404 404 404 404 404 404
Eunomia Ltd 30 - - - - -

Net Expenditure 168 246 246 246 246 246

*Subsequently LBHF net expenditure dropped to £185k due to the Serco contract extension commencing one year 
early

 
Contractual Performance 

3.4 The current contract has at times had variable performance especially with 
regards to the waste and recycling collections.

Waste and Recycling

3.5 In 2017/18, over 4.75 million individual collections took place in 
Hammersmith and Fulham with 7,226 reported missed (refuse and 
recycling). However, this year there have been 7013 reported up to 28th 
February 2019. Indicating that the number of missed bins this year will be 
higher than last year. These reported missed collections by residents will 
not all be justified, they may be due to contamination, lack of access, 
waste not out.  
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3.6 The contract has no Key Performance Indicators for this area of work. 
KPI’s should be empirical in nature and link back to appropriate metrics 
such as missed bins and be able to provide sanctions that would change 
performance behaviour.

3.7 In terms of recycling, we need to change residents, businesses and 
visitor’s behaviour to reduce residual waste. The attitude of the Council will 
be stimulated by the Mayor of London’s Environmental Strategy and the 
Governments 25-year Environmental Plan. However, the contract at 



present lacks many key clauses and mechanisms of a more modern 
contract and this restricts how the Borough can become the cleanest and 
greenest and increase its recycling rate of 23.7% (17/18). Although, there 
have been small increases in recycling. For every 1% increase in recycling 
a saving of £70k can be made in disposal costs.

Street Cleansing 

3.8 Within street cleansing there has been improved performance over the life 
of the contract which compares very favourably to other London Boroughs. 
The only KPI within this contract area is the now defunct NI195 (Improved 
street and environmental cleanliness – Levels of litter and detritus, graffiti 
and fly-posting). 

3.9 However, we continue to use this indicator as it is contractual and the 
indicator is still externally validated by an independent organisation which 
makes the information reported more reliable.
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*(Low scores are good. These results were positive overall with generally B+ or B scores for litter and detritus) 

3.10 In general litter does not seem to be a significant issue (although it is 
acknowledged that there are hotspot areas which are problematic for 
litter), but that fly-tipping and spillage is a cause of littering.

3.11 Enquiries from members of the public is on the increase as the Council has 
made it easier to report issues through various communication channels.  
This supports our aim of keeping the streets scene clean.

Rectification and Default Notices



  3.12 There is within the terms and conditions of the contract, rectifications and   
default notices. If a rectification notice is issued and not responded to a 
default notice can be issued.

  3.13    Rectification and Default Notice are notices in writing that;

 Identify the nature and extent of the failure 
 Specifies the works or actions that are required to be rectified 
 Provides the date by which the rectification / default needs to be addressed 

      3.14   It can be seen from the rectification and default tables that the thresholds   
     and the penalty that can be applied are without any real financial     
consequences and thus ineffective. For example, Should Serco miss a   
collection (waste) they have up to 24 hours to rectify the collection prior to a   
rectification notice being issued. In 2017/18 152 rectification notices were   
issued. 

           Rectifications

Number of Rectifications Cost Per Rectification Notice
Per 4 Week Period - £

    0 - 199 £0
200 - 299 £5
300 - 399 £10

400 £15

Defaults

3.15 If a rectification notices is not complied with e.g. a waste collection not rectified 
then a default notice can be issued. In 2017/18 11 default notices were issued 
with the penalty of £110.

Number of Defaults Cost Per Default Notice 
(post rectification notice)
Per 4 Week Period - £

  0 - 49 £10
50 - 99 £15

100 - 149 £20
150 - 199 £25

200 + £50
     *Costs per Default Notice per four-week period following a Rectification Notice:

            

4. SUMMARY – WASTE, RECYCLING AND STREET CLEANSING CONTRACT

4.1 The current contract lacks the leverage to change contractor behaviour. 
Consideration is now being given to what is required going forward given the 
changes in legislation and regulation. At times of financial and operational 
demands and constraints, LBHF need to be confident that whoever delivers 



services to the communities is contractually fully accountable and offers best 
value 

5. WESTERN RIVERSIDE WASTE AUTHORITY (WRWA)

Background

5.1 Western Riverside Waste Authority, is the statutory body, responsible for the 
management of waste delivered to it by Royal Borough of Kensington and 
Chelsea; London Borough of Lambeth; London Borough of Wandsworth and 
London Borough of Hammersmith and Fulham. The duties of both the waste 
disposal authority (WDA) and the waste collection authority (WCA) are defined 
under the Environmental Protection Act. WRWA has powers to levy charges for 
waste disposal and recycling costs

5.2 In 2002 WRWA entered into a thirty-year waste management contract with Cory 
Environmental Limited. Whereby all its waste management services were 
contracted to Cory Riverside Energy including the operation of its Materials 
Recycling Facility (MRF) at Smugglers Way.

5.2 The operational process is that once the waste is delivered it is then transported 
from Smugglers Way, Wandsworth by a fleet of barges to the Belvedere Waste 
to Energy Plant which is located on the banks of the river Thames. This plant 
is the largest energy from waste facility in the UK.

Change of Owners

5.3 In 2018, a consortium led by Dalmore Capital acquired the Belvedere Waste 
Disposal Plant for £1.5 billion from Cory Riverside Energy. Dalmore Capital is 
an independent fund management company that says, it provides institutional 
investors with access to lower volatility infrastructure assets, particularly in the 
UK. 

5.4 The company was set up in 2009 and manages a fund of £5 billion. Dalmore 
state that their investment model is to typically invest for between 15 and 25 
years.

5.5 To date, Dalmore Capital have made no operational changes and there has 
been no disruption to the services provided and none are anticipated. Dalmore 
continue to have Cory Riverside Energy run the operation. 

 
Governance and Summary

5.6 The WRWA board consists of representatives from the four constituent 
Boroughs and proceedings are governed by the Standing Orders contained in 
the WRWA constitution. However, the WCA’s have to ensure that they have 
regards to the interest of their residents and achieving best value for money. 
As such any opportunities to achieve increased or ongoing budgetary savings 
are to be explored. 



Appendix 1

The Waste, Recycling and Street Cleansing Contract

Key Contract Clauses and Issues

Clause and or Contractual 
Mechanism / Contractual Issue

Comment

Contract Expiry 15 June 2021
Fundamental Review The mechanism by which the council 

decides to extend or not

Key Performance Indicators Limited
 NI 195 

8. Liability of the Council  Specifically precludes the 
council from helping Serco 
recover lost profits.

15. Amendments  Changes should be agreed in 
writing 

 Failure to agree does not 
waive any of our rights.

31. Open Book Accounting  Scrutiny by LBHF
46. Improvement and Efficiency 
Board and Annual General Meetings 

Basic terms of reference including:
 Reporting and reviewing 

performance of the Services;
 Developing and considering 

proposals for changes to the 
Services to deliver 
efficiencies;

 Cost savings and 
performance improvement;

 Seeking rapid and fair 
resolution of any differences 
between the Contractor and 
the Authority

53. Financial Records of the 
Contractor

 Our rights to access this 
information

56. Right to Set Off  Our ability to withhold or 
deduct payment if Contractor 
is indebted to us

57.8 Profit Margin  5% profit margin 
57.11 Efficiency Profit Share 70/30 
in council’s favour

 LBHF are pursuing a number 
of areas

60. Remedies and Rectification  Resource intensive process



Clause and/or Contractual 
Mechanism/Contractual Issue

Comment

62. Substituted Performance  Our right to step in and 
charge our costs on 
performance failure

65. Termination  Criminal Activities
69. Information on Re-tendering  Serco need to provide us with 

staffing information or any 
relevant material under this 
clause

70. Resolution of Disputes and 
Differences

 Improvement and Efficiency 
Board 

 Contract Meetings

73. Change in Law  Contractors Risk


