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   Notes: Residual Waste Working Group 3rd June 2014 

1. Apologies

Attendance
Cllr Tim Harman P Cllr Sarah Lunnon P 
Cllr Tracy Millard A Cllr Patrick Molyneux P 
Cllr Brian Oosthuysen P Cllr Alan Preest P 
Cllr Simon Wheeler P Cllr Bill Whelan P 
Ind Chair David Jenkins P Christine Wray (officer) P 
Rachel Ferris (officer) P Steve Read (officer) A 
Tony Childs (officer) P Sidgorée Nelson (officer) P 

P = present     A = apologies/absent 

2. Minutes – these were approved at the meeting.

2.1 A councillor suggested that 4.4 should be amended to reflect a more balanced 
view of the possibility of the council procuring treatment capacity through an 
anchor contract. This was agreed by members, and subject to their 
agreement a sentence has been added stating that ‘others disagreed.’ 

2.2 A mistake at 9.3 was noted and corrected. It was Cllr Molyneux rather than 
Cllr Harman that had given his apologies for the group’s 1st July meeting.  

3. Matters arising & matters agreed so far by members

3.1 The Chair took members through the action sheet from 29th April.  

3.2 A number of actions had been completed, including the sharing of reports 
analysing the pros and cons of technology treatment options, and the 
requirements of the Joint Municipal Waste Management Strategy in the 
context of its influence on the Residual Waste Procurement Policy. The 
details of a site visit to New Earth Solutions for those members who had not 
been able to attend previously were finalised during the meeting. The 
inclusion of a new ‘agreed points’ page to the meeting papers was also 
discussed, and members agreed that it was a useful addition 

4. Defra representative, Dr Daryl Hill

4.1. Dr Daryl Hill introduced himself to members as an independent consultant 
with 27 years experience in waste management currently supporting Defra on 
development of waste infrastructure. Before beginning his overview of the 
main technologies available in developing a residual waste solution, he raised 
a number of ‘questions’ that the group will have to answer:  

 waste treatment or landfill
 is energy production important
 do we want to build an asset or use a merchant facility
 are we willing to take on third party waste or not
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 will we accept an out of county solution, and
 what do we think is affordable?

Thermal technologies 

4.3 Of the three main thermal technologies, Energy from Waste (EFW) was 
currently identified as the most bankable: meaning that banks are willing to 
lend money to build them because they have the most established track 
record. One drawback is deliverability as planning can often be an issue. 
Another is cost, which results in a long pay-back period of about 25 years.  

4.4 Members were particularly interested in how practical it is for Combined Heat 
and Power (CHP) to be retrofitted to existing EfWs. Dr Hill was clear that this 
was doable, has been done, and that most EfWs in the UK since 2006 are 
CHP enabled. However it is challenging as the location of facilities (how close 
it is to sizable potential heat market) dictated the practicability. 

4.5 Gasification and pyrolysis, the other two thermal technologies covered were 
described as having questionable deliverability and unproven track records. 
There are few working successfully on residual waste at commercial scale. 
Both technologies and the two in combination were described as promising 
areas of research and development – but as such, unsuitable for local 
authorities to invest taxpayers’ money in. As the Chair recognised, this view 
echoed the conclusion that the group had reached on 29th April. 

Non-thermal technologies 

4.6 Mechanical Pre-Treatment, (MPT) is one of three main ‘intermediate’, non-
thermal solutions, and a rapidly developing technology. A material recycling 
facility or MRD dealing with residual waste (aka a ‘dirty MRF’), if designed 
properly it’s deliverable. It is currently used by a number of local authorities to 
get 5-10% extra recycling although this material tends to be low quality. It is 
often used as a pre-treatment technology to EfW as it is an ‘intermediate’ 
solution that leaves leftover waste that still needs to be dealt with. 

4.7 Mechanical Biological Technology (MBT) is not as capital intensive and was 
described as having a mixed track record, as while there are working 
examples and it is possible to get finance for them, there have been some 
unsuccessful facilities. Like MPT its key issue is that it is not a final solution as 
it produces a fuel that would need an outlet. If the local authority passes this 
risk to the contractor, the price the local authority has to pay will be greater.   

4.8 Mechanical Heat Technology (MHT) such as autoclave was described as 
another research and development technology; one not suitable for a local 
authority to invest in. While an unproven technology, (there are not many in 
operation), it is fundable, but as with MPT and MBT the key question is one of 
how its products will be disposed of as it’s not a final waste solution. The 
Chair reminded members that they had already ruled it out for these reasons.  

Other local authorities 
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4.9 Other local authorities have used technology neutral procurement processes 
to deliver a variety of residual waste solutions, though the majority have 
ended up with either EFW or MBT. Using 2012 data Dr Hill showed a gate fee 
against tonnage of facility graph to members. In general, the trend seemed to 
recognise economies of scale and show that the bigger the facility the lower 
the gate fee (EFWs); the bigger the gate fee the smaller the facility (MBTs.) 
This is because local authorities using MBT are paying the contractor to treat 
waste, and then manage it onwards as MBT is a pre-treatment technology.  

Available capacity 

4.10 Revisiting a topic that the group had discussed previously, the Chair asked if 
there was enough available capacity in the UK and Europe to deal with the 
county’s waste. The answer was yes, and councils like Hull and East Riding 
have opted for this solution. It was suggested that a contract with a merchant 
facility could be let for a 5-10 year period, but that the long-term sustainability 
of this type of solution was an issue. Members would need to decide if they 
would be satisfied with this length of contract and the level of certainty it would 
provide, and satisfied with not owning and benefiting from the waste asset. 

Government policy 

4.11 It was explained that Defra was technology neutral, but encouraged solutions 
that deliver electricity and heat. Long term, it is waiting to see what the EU will 
do in the Waste Framework Directive; but those in the industry expect that its 
view will be that recycling targets will rise and that from 2050 black bags to 
landfill could be banned. Members asked if Defra was prepared to support 
pre-commercial technology, but Dr Hill responded that whilst it had in the past, 
it no longer did. 

4.12 In closing, when asked to summarise his presentation, Dr Hill suggested that 
the obvious choice for him would be an EFW, but that intermediate 
technologies particularly MBT were also deliverable, and it would be possible 
to secure capacity at a merchant facility. In contrast, though the other thermal 
technologies are promising, they are unproven, and do not look as if they will 
be operational at commercial scale in the near future.  

5. To consider a briefing paper re-visiting the history of finding a
solution for Gloucestershire’s residual waste

5.1 Rachel Ferris took members through ‘the story so far’ of Gloucestershire’s 
residual waste project. The main points were: 

 That when the project first kicked off the council was open to all conceivable
technologies and had a long list of 34 waste management scenarios

 This was narrowed down to 19 using a detailed set of criteria from Eunomia
(developed with a community panel), that filtered based on feasibility, flexibility and
environmental sustainability; plus issues important to the council such as
marketability and length of solution. Technologies such as ethanol and plasma arc
were ruled out due to their unproven nature
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 In 2007 this was narrowed down further to a Cabinet approved short list of 5. A
technology neutral approach to the procurement was adopted

 In 2008 PFI credit for the project were gained
 In 2009 Javelin Park was purchased
 The council then entered into a procurement process with 9 bidders, that was

reduced at each stage in the process until March 2011 when there were 2 left
 In September 2011 Urbaser Balfour Beatty (UBB) was named preferred bidder
 In February 2013 the contract was signed
 In March 2013 planning permission was refused
 In June 2013 a planning appeal was lodged with the Secretary of State
 From November 2013 – January 2014 a public inquiry was held

5.3 A member was interested to know if recent developments (still at early stages) 
such as the Local Enterprise Partnership, the Strategic Economic Plan, and 
the potential for growth along the M5 corridor, had made the possibility of 
generating CHP at Javelin Park more likely. Officers were asked to present a 
report on any new opportunities they see at the group’s next meeting.  

ACTION – Christine Wray 

6. Report on requirements of the Joint Municipal Waste Management
Strategy in the context of its influence on the procurement policy
for Gloucestershire’s residual waste contract

6.1 Councillors were taken through the key policies that they would need to keep 
in mind when creating a fallback strategy. These are: 

 The Joint Municipal Waste Management Strategy (JMWMS)
 The Waste Core Strategy (WCS), and
 The key outputs used by the Residual Waste Project for the contract specification

6.2 It was explained that opportunities to change existing policies are limited: 

 The JMWMS has been adopted by the County Council and six districts. It can only
be changed by Council adoption and the adoption of the six Districts

 The WCS has been adopted by the County Council after examination by the
Secretary of State. Any changes would require public consultation and need to be
agreed by full Council.

6.3 It emerged that what is relevant to the fallback strategy are the key 
deliverables of any residual waste contract specification. 

7. Reflections on site visit to Veolia

7.1 Members discussed their site visit to Veolia. There was consensus that while 
this had been a useful trip, it did leave them with mixed feelings about the 
technology in use and the impact this was seen to have had on the Councils’ 
motivation to encourage higher recycling in recent years. It was noted that the 
client and contractor host representatives had acknowledged that if they were 
looking to procure a residual waste solution today (some 15 years on from 
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when the specification was agreed and when Hampshire were one of the 
most progressive and, for the time, ambitious recycling areas in the UK) there 
are certain things they would do differently. This might include adding in a 
front end sorting facility or “dirty MRF” to recover suitable (non combustible) 
recyclables from the residual waste, scaling the plant to deal with 
contemporary waste volumes and building in more flexibility to allow for more 
diversion of waste and/or changes in waste volumes.  

7.2 Members were reminded that in their ‘agreed points’ they had recognised this, 
and stated that that any contract should not act as an inhibitor to recycling.   

8. Discussion of questionnaire

8.1 The group was given copies of two questionnaires to be completed and 
discussed at July’s meeting. Part 1’s aim is to understand how members feel 
the group is progressing, while part 2 is concerned with getting an 
understanding of member views on important issues key to any draft fallback 
strategy. Members were asked to return the questionnaires by 14th June. 

ACTION – All members 

8.2 In discussing some of these important issues, members agreed that two 
additional points should be added to the ‘agreed points’ list: 

 Any fallback strategy should encourage the acceleration of the process of
collaboration of the Joint Waste Committee

 The council should invest in education and other means of encouraging recycling

ACTION – Sidgorée Nelson 

9. To consider members’ suggestions for agenda items and
arrangements for future meetings

9.1 Items agreed for 1st July’s agenda were: 

 Discussion of the two questionnaires given out to members
 Discussion of the first draft of the fallback strategy
 A report on potential revenue generation opportunities that was written for Plan A

and on any opportunities for partnerships with other authorities that were explored
 A report on any recent developments that could potentially influence the possibility

of CHP at Javelin Park
 An outline of what each collection authority is collecting, how, and any future plans

ACTION – Tony Childs 

9.2 Members were informed that Mr Tom Jarman had approached officers and 
asked to present to the group on MBT technologies. His request was noted 
and he was thanked for his offer, but members decided not to hear from him 
because the group has not received presentations from individuals with an 
interest in a particular technology. 

END 

6



Item 3 
Residual Waste Working Group 
Matters arising - action sheet 

3rd June 2014 
REFERENCE
IN MINUTES 

ACTION REQUIRED RESPONSIBILITY OUTCOME 

1 4.1 (29th April) 

Out of county capacity 
Officers to bring an updated report detailing out of county 
residual waste treatment capacity to a future meeting 
once information from site operators had been received.  

Tony Childs Complete. 

2 4.9 (18th Feb) 

Exploring scenarios 
Officers to explore MBT, EFW and ATT solutions for 
Gloucestershire using the assumptions of waste growth 
and targets for recycling performance at 60 -70% made 
within the WCS and JMWMS. 

Tony Childs Complete. 

3 7.2 (29th April) 
Advanced Plasma Power 
Officers to approach Advanced Plasma Power to discuss 
the technology they use and feedback to the group. 

Steve Read In progress. 

4 9.2 (29th April) 
First draft of fallback strategy 
It was agreed that the first draft of the strategy would be 
considered at the group’s 1st July meeting. 

Steve Read In progress. 

5 9.1 (3rd June) 

Revenue generation (Plan A) & partnership 
opportunities 
Members requested a copy of work done for Plan A 
calculating expected revenue for the Council, and also 
any work on potential partnerships with other LAs. 

Rachel Ferris Complete. 

6 5.3 (3rd June) 

New influences on CHP possibilities 
Officers to prepare a report indicating if there are new 
factors now in play that could potentially influence the 
possibility of CHP working at Javelin Park.  

Christine Wray Complete. 

7 8.1 (3rd June) 
Questionnaire 
Members to return the questionnaire to SN by 14th June. All members In progress. 

8 8.2 (3rd June) 

Add to agreed points 
Officers to reflect member consensus that: more should 
be invested in education to encourage recycling; and that 
the collaboration process of the Joint Waste Committee 
needs to be accelerated, in the agreed points document. 

Sidgorée Nelson Complete. 

9 9.1 (3rd June) 
Info on collection authorities 
Officers to provide information on what each collection 
authority is currently collecting and about future plans.  

Tony Childs Complete. 
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Annex 3 

Contract Structure 

1. This section gives an overview of the contract. It has been based upon HM Treasury’s
Standardisation of PFI Contracts version 4 (SoPC4) and the derogations approved by them
for waste infrastructure contracts.

Length of contract 

2. The contract would cover the period whilst the facility is constructed and commissioned
(approximately three years) and a 25 year service period from the date that the treatment
service starts. However, the council would not pay the unitary charge until waste begins to
be delivered for treatment. The council would repay the significant investment that the
contractor would have made to build the facility over the life of the contract. A contract term
of this length is used for large waste contracts as it allows the council to repay the financing
costs over a longer period of time, in much the same way as a mortgage, and therefore
helps the council’s affordability position.

3. The contract would be between the council and a special purpose vehicle (SPV) with
guarantees and warranties as outlined in the commercial structure as shown at annex 2. The
contractor would set this up specifically to build and operate the facility.

Acceptance of waste 

4. The facility would be designed to treat residual waste collected at the kerbside and from the
household recycling centres which the facility would be required to accept. There would be a
limited number of materials that would not be suitable for treatment in an energy from waste
(EfW) facility, for example, asbestos, and the contract sets out what these are and the
protocol for dealing with them should they be delivered.

Pay and Performance 

5. In common with contracts of this type the payment and performance mechanism is based on
the principle of ‘no service no payment’. The contractor would be paid for each tonne of
waste accepted and processed and there would be incentives to ensure that landfill
diversion targets are met and the contractor could also receive additional payment if the
amount of waste landfilled is reduced.

6. The contractor would receive ‘non acceptance deductions’ if it failed to accept waste in
addition to the loss of the tonnage payment. This covers any additional costs to the council
for diverting the waste elsewhere.

Supplementary contract waste 

7. The council needs to ensure that the contract can deal with tonnages that are above and
below its tonnage forecast at the commencement of the contract. It has therefore negotiated
a broad and flexible approach to the tonnages that can be delivered for treatment in the
contract. Under this contract the council would be able to access capacity over the council’s
annual requirements in the event of an unexpected increase in tonnage. Any tonnage
delivered to the facility above the council’s original forecast is known as supplementary
contract waste.

Item 4
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Performance measurement framework 

8. The contract would set out the council’s requirements for treating residual waste and how
the contractor’s performance would be monitored in a performance measurement framework
(PMF). The aim of the PMF is to provide a proportionate mechanism to incentivise good
performance whilst ensuring that the council is not in a position of having to terminate the
contract for minor infringements, unless this has become a regular pattern of behaviour.
Continued poor performance could therefore ultimately result in termination of the contract.

9. Performance failures would be categorised from A, the highest, to D the lowest (depending
on the severity of the failure) and deductions would be made either per occasion or when the
failure has not been rectified within the permitted period.

10. The PMF would include a range of measures; such as key operational data including
emissions, vehicle turnaround times, cleanliness of the site, availability of the visitor centre,
and failure to follow the transport plan (that is using an unauthorised route). Examples of
PMF criteria are shown in table 1. The calibration of the PMF would be commercially
sensitive. Ultimately failure to achieve agreed standards in the PMF would result in
deductions from the unitary charge, and therefore would incentivise the contractor to achieve
good performance.

Table 1. Examples of PMF criteria (taken from Performance Measurement Framework)

Example of PMF criterion Notes 

The contractor has maintained 
consents for the facility. 

Consents includes environmental permit, planning 
permission and any other licences that the contractor 
would be required to obtain and abide by.  

The contractor has ensured that 
authorised vehicles delivering 
contract waste to the site are given 
priority over other users. 

As the facility has primarily been built to manage the 
county’s residual waste, council and the district 
council vehicles would have priority over other users. 

The contractor has managed 
recovered products in accordance 
with the agreed value recovery plan. 

The value recovery plan would detail the by-products 
and residues produced by the facility and how these 
would be managed. 

The contractor has ensured that 
vehicles enter and exit the site with 
closed sheets/nets.  

Vehicles would be required to be closed with nets or 
sheets to ensure detritus/litter/waste is not dropped 
around the site, on neighbouring property or the public 
highway. 

The contractor has ensured that 
exiting vehicles do not deposit 
detritus on the highway. 

Vehicles must be in a suitable condition to ensure 
detritus/litter/waste would not dropped on the public 
highway. 

Item 4
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Calorific Value (CV) risk 

11. The CV of the waste determines the rate at which the waste can be combusted by the EfW
facility and the amount of electricity that is produced. Every EfW facility will have its own
firing diagram (a diagram which shows the relationship between CV and the tonnage of
waste that can be accepted). This diagram shows an optimum point (design point) in relation
to tonnage and CV and the contractor will try and operate the facility around this point for the
facility to be at its most efficient with regards to energy production. The contractor bears the
risk of changes to CV of waste within a defined range (agreed with the council) specified as
part of the firing diagram. If waste with a lower CV is sent to the facility, the contractor will
blend this with waste of a higher CV to achieve the design point (and the greatest energy
production), and vice versa.

Supervening Events 

12. The contractor undertakes to ensure Service Commencement by a fixed date, however there
may be circumstances in which the contractor should fairly be relieved from liability for failure
to commence or provide the service. When a contractor is relieved from this liability it is
known as a supervening event.

13. There are three types of supervening events:

a) Compensation events – which are at the council’s risk and in respect of which the
contractor should be compensated. These would be extremely limited, for example,
failure by the council to offer the county’s residual waste to the contractor.

b) Relief events – events in which the contractor bears the financial risk, but there would
be no rights of termination of the contract for the council e.g. fire, strikes and failure
by a utility provider.

c) Excusing clauses – where the contractor bears part of the financial risk, but this
would be limited to closure of the facility on agreement of the council, e.g.
implementation of a change in law and where the council declares an emergency.

Third Party Income 

14. The contract produces a number of sources of third party (non council) income. This
includes income from treating commercial and industrial (C&I) waste, sale of by-products
(e.g. metals extracted from incinerator bottom ash) and electricity.

C&I waste and Metals 

14.1 The contractor has guaranteed to obtain an income from C&I waste and metals in the 
financial model and the council would receive the benefit of this whether this income 
is received or not. This income would be taken account of within the gate fee. Should 
the actual amount of income exceed this, then the council would share that income 
with the contractor. 

Electricity 

14.2 The EfW facility would produce around of 116,000 Megawatt Hours (MWhr) of 
electricity per annum. 

Item 4
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14.3 In most bank financed projects the authorities are guaranteed only a proportion of the 
electricity as the bank limits the amount that can be guaranteed and in addition the 
bank requires the contractor to take a highly risk averse position and negotiate a long 
term contract with an electricity company. The result is that, for bank financed 
projects, the council might normally only expect to be guaranteed around two thirds 
of the potential electricity income as part of the gate fee when compared with a 
corporately financed project. The council would only have a limited share of any 
upside with the contractor.  

14.4 Given the forecast trend in electricity prices, the council has elected to negotiate a 
more advantageous contractual position which is innovative. The Government 
Procurement Service has recently produced a paper on self consumption which it 
believes is an obvious solution for public sector bodies which produce electricity. 

14.5 Under section 11(3) of the Local Government (Miscellaneous Provisions) Act 1976, 
local authorities are prohibited from selling electricity unless it is alongside heat or 
comes from a renewable source. The EfW facility does not fall within the list of 
renewable sources specified and, whilst the facility is heat-enabled, the project does 
not currently include the use of heat produced at the EfW facility. The mechanics of 
the proposed electricity structure have, therefore, been designed such that the 
council would comply with the aforementioned legislation and therefore it will be the 
contractor who would transfer the electricity to a power company. At such time as the 
council begins to produce heat this restriction will fall away. 

14.6 The contractor would guarantee the volume of electricity produced and would be 
liable to the council for any failure to meet this volume. The contractor would also be 
liable to the power company for failing to promptly notify the power company of 
unplanned outages and failing to provide forecasts of the production of electricity. It 
should be noted that the council would take the risk if the terms agreed with a power 
company are not consistent with the terms that are currently set out in the contract 
that have been agreed with UBB. 

14.7 The council would instruct the contractor to sell the electricity to the market via a 
power company using medium term contracts of three to five years. Alternatively the 
council could take short term positions and look to benefit from an imbalance in 
supply. The actual risk position would in practice be something the council would take 
expert advice on at a later date. 

14.8 The council would also have the option to purchase the electricity from the facility 
under a “netting off” arrangement. This would mean the council has the potential to 
buy the electricity at less than retail price. If a public body is to consume its own 
electricity the key issue is how the electricity is transferred from the point of 
generation to the point of supply. The power company will provide access to the 
distribution network plus any administration and billing needed. The power company 
will also manage any imbalances between the supply and the demand for electricity 
caused by seasonal or other demand factors. They will require reimbursement which 
is known as the balancing charge. The power company would be prohibited from 
profiting from the supply of electricity itself originating from the facility. 

14.9 There is also an opportunity for the council to benefit further by transferring any 
surplus to other parts of the public sector such as district councils depending on the 
council’s electricity requirement. There would be a number of ways in which a sale of 
electricity to others could be achieved which the council would consider at a later 
date. 

Item 4
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14.10 The council has run a number of sensitivities based on consumption by the council of 
its own electricity and these are shown in exempt annex 4. 

Excess Profits 

15. If the contractor makes profits that are above a certain level these would be shared with the
council. This would be the first time this has been achieved on a waste infrastructure project.

Refinancing 

16. The council has the right that if the cost of money falls, either due to market conditions or if
the inherent risk of the project reduces, then it could seek cheaper funding. This would be
shared on a sliding scale from 50 to 70%. In addition the council would receive 90% of any
gain resulting from better margins.

Break Clause 

17. The council has agreed break clauses allowing the contract to be terminated at the 10, 15
and 25 year points for a defined sum payable by way of compensation.

Termination 

18. Termination is generally considered an unlikely risk and has only happened on one closed
PFI project in the UK to date. Some of the main termination scenarios are:

a) For a council default the council would either fail to pay the contractor or breach its
obligations. By way of compensation the council would be liable for paying loss of
profits and the outstanding bank debt. In return the council would receive the assets.

b) For contractor default the council would be able to agree a re-tendering position
which means that after a period of time if a contractor fails to perform, the service
would be re-tendered and a new contractor brought in. In such a circumstance the
price the council pays remains the same but any rectification needed is adjusted
within the purchase price paid by the incoming bidder. If no one bids or an expert
determines that the contract has no value then the council would effectively get the
facility free of charge.

c) Under a force majeure termination, because of the ultimate failure to obtain planning,
the council would be liable for capped costs relating to bank fees, redundancy costs
and any pre planning expenditure but excluding bid costs. The council would also be
responsible for the consequences of any financial positions taken on interest and
exchange rates.

d) Where it can be shown that a corrupt gift was made to a council employee and this
was not done by a UBB employee acting independently then the council may
terminate the contract by paying compensation equivalent to the outstanding bank
debt less any losses it suffers.

Item 4
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Change of Law 

19. The contractor must comply with all applicable legislation. A failure to comply could give rise
to an event of termination for contractor default. The cost of complying with legislation which
is current or foreseen at the time of the contract is built into the price the contractor bids to
provide the service. Nevertheless, the contractor may not, for example, be capable of
including in the price specific costs arising from changes in law which are not foreseeable
prior to contract signature.

20. Contractors have in the past expressed concern that change of law is a risk which they
cannot control and which they regard as being within the control of the council or wider
government. In practice, however, many authorities (particularly local authorities) have
negligible influence over legislation whereas the private sector has traditionally proved adept
at managing the effects of changes of law and minimising their impact on their business.
Hence it is appropriate for the contractor to share in the risk.

End of Contract 

21. The facility will revert to the council at the end of the contract term.
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