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Purpose of Report
To consult on the option to extend the current contract for the 
delivery of the HRC service for a further term of two years and 
eight months with an estimated value of £12m over the period.

Recommendations

It is recommended that the Committee:
a. Endorses the approach of negotiating an extension to the 

contract and
b. Provides feedback to the County Council on the exercising of 

the option to extend the contract.

Resource 
Implications

Initial dialogue with Kier has clarified that an extension would 
result in savings; these will be firmed up prior to making a final 
recommendation to GCC.  The cost of the service will remain 
within the existing County Council budget. 

1. Background 

1.1 The Waste Management Services Contract, the contract for managing the Household 
Recycling Centres (HRC) commenced operation on 7th August 2006.  The contract was for 
an initial term of ten years until 6th August 2016, with the option to extend for up to a further 5 
years. The extension option is written in such a way that it can be exercised either be a 
single extension or a series of extensions which in either event cannot exceed a total 
maximum duration of 5 years. 

1.1. There are five household recycling centres provided by Gloucestershire County Council for 
the public to use, these are managed and operated by Kier MG Ltd and are shown on the 
map below (white lettering). The Swindon Rd site is owned by Cheltenham Borough Council 
and is operated by Ubico.  The five sites are open every day from 9am until 6:15pm except 
for Christmas Day and New Years Day. 
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Figure 1: The location of Household Recycling Centres across Gloucestershire

1.2. The five sites handle various quantities of waste and the table below shows the tonnage 
handled during 2014/15 and an estimate of the number of customers using each site.

Table 1: Tonnage of waste accepted at household recycling centres

Site
Reuse, 

Recycling & 
Recovery

Garden 
Waste

Residual 
Waste

Total 
Waste

Estimated 
number of 
customers 

pa
Fosse Cross 2,829 725 1,189 4,743 148,219
Hempsted 9,535 2,089 4,953 16,577 518,031
Oak Quarry 4,976 1,379 2,731 9,086 283,938
Pyke Quarry 7,666 4,438 3,897 16,001 500,031
Wingmoor Farm 7,459 2,281 3,232 12,972 405,375

32,465 10,912 16,002 59,379 1,855,594

1.3. The recycling and composting performance for 2014/15 is set out in the table below.

Table 2: Recycling and composting rates at household recycling centres

Site
Reuse & 

Recycling 
Rate

Composting 
Rate

Combined 
Recycling & 
Composting 

Rate
Fosse Cross 50.8% 18.5% 69.3%
Hempsted 47.5% 15.5% 63.0%
Oak Quarry 44.3% 18.6% 62.9%
Pyke Quarry 36.8% 33.6% 70.4%
Wingmoor Farm 43.9% 23.2% 67.1%
Overall 43.6% 22.8% 66.4%

1.4. In addition the recycling performance since 2008/09 is set out in the figure overleaf.  This 
chart shows that overall the recycling rate has been broadly stable since 2008/09.  



Figure 2: The Recycling and Composting rates of the Household Recycling Centres 

1.5. The range of materials accepted at the sites for recycling is set out overleaf.  The range of 
recyclables has gradually increased over the years as more recycling outlets have been 
established however, some materials have been lost from the list e.g. UPVC doors and 
windows, due to contractors going out of business.

Table 3: Materials accepted for recycling at household recycling centres

Materials which can be recycled

Batteries Books Cans Card & 
cardboard 

Catalogues & 
brochures 

CD & DVD 
discs 

DIY waste & 
rubble  

Electronic 
& electrical 
equipment 

Foil Garden 
cuttings

Glass 
bottles & jars

Ink 
cartridges

Junk mail
Light bulbs & 
Fluorescent 
tubes

Newspapers 
& magazines

Oil – 
cooking & 
waste 
engine oil

Plastic bottles Scrap metal Shoes Spectacles
Telephone 
directories & 
Yellow Pages

Televisions & 
monitors

Textiles & 
clothes

Wood & 
timber

1.6. The level of satisfaction with the service has been monitored for many years and was last 
surveyed in 2014.  At that time 96.5% customers said that they were satisfied or very 
satisfied with the service.  There was a small level of dissatisfaction with the service and this 
was mainly caused by queuing, which is a particular problem identified at the Hempsted site, 
and which is planned to be addressed with an upgrade to the site during 2015/16.



Table 4: Satisfaction rates at household recycling centres in 2014

1.7. The budget for the HRC service is £4m per annum and this has risen steadily over the years 
due to increases in landfill tax and RPI.  Landfill tax has increased from £18/tonne in 2005/06 
to £80/t in 2014/15 an increase of 344% over the ten years.  

2. Options for Delivery

2.1 There are a number of options to be considered for providing the HRC service when the fixed 
term period of the current contract expires in August 2016. These include:  

a. Stopping the service
b. Deliver the service via an in-house workforce (create a Direct Services 

Organisation)
c. Creating or joining a Teckal company (a company wholly owned by a local 

authority set up to deliver services)
d. Exercising the option to extend the existing contract
e. Re-procuring the service via an OJEU procurement

2.2 Stopping The Service - The service is statutory function and is required under section 51 of 
the Environmental Protection Act 1990 (EPA 1990);

51. Functions of waste disposal authorities.
(1) It shall be the duty of each waste disposal authority to arrange –

(b) for places to be provided at which persons resident in its area may deposit their 
household waste and for the disposal of waste so deposited; 

The legislation rules out an option to stop providing this service altogether.  

2.3 Delivering the service via an in-house workforce (create a DSO) - It is possible under the 
Local Government Act 1988 to create a direct services (or labour) organisation to deliver the 
service.  Under this arrangement the County Council would become the employer of the staff 
and take on the service delivery directly.  



2.4 If the option of creating a DSO were to be followed there would be increased costs in 
delivering the service.  This is because TUPE is likely to apply to a significant number of the 
staff employed by the current contractor in providing the HRC service, bringing these staff 
into the Council as employees would entitle them to join the local Government pension 
scheme; in addition they would be entitled to different pay scales which would be an increase 
in cost to the Council. These additional costs are estimated to be £120k pa and this is likely 
to outweigh the benefit of bringing the contract “in house”.   This option would also go against 
the strategic direction the authority is taking in becoming a commissioning council.

2.5 Creating or joining an existing Teckal company - Under the Companies Act 2006 the 
County Council could establish its own private company, a Teckal company, in which it is the 
shareholder or it could join an existing Teckal company.  Creating or joining a Teckal 
company would mean the County Council would not have to tender the HRC service on the 
open market it could directly award the contract to the Teckal company and the current 
provider staff would TUPE transfer to the company.  This option is potentially attractive as it 
would give the County Council the opportunity to deliver the service without having to pay a 
profit on the contract. The Council would also exercise complete control over service delivery 
and enable them to explore options for maximising income from the sale of recyclable 
materials.  However, the County Council would also bear all the risk of any service 
overspend or downturn in recyclable markets. If it took the option to create its own Teckal 
company it would also bear all the costs of establishing the company, estimated at £250k, 
based on the set up costs from Ubico, the Teckal company formed by Cheltenham Borough 
Council and Cotswold District Council in 2012.

2.6 The option of joining Ubico has been explored informally.  Whilst within Ubico there is some 
interest  in exploring this opportunity further, the timing is not right at present due to capacity 
challenges.  Ubico have just taken on the collection service for Tewkesbury Borough Council 
and are currently in the process of transferring other Council services into the company and 
preparing to mobilise to deliver collection services for Stroud DC from April 2016. 
Consequently they are operating at full capacity so this is not an option which can be 
followed at this time.

2.7 Exercising the option to extend the current contract - Under the current Waste 
Management contract there is the option to extend for up to a maximum of five further years 
whether by way of one single extension or a series of extensions.  At the time the contract 
was let in 2006, it delivered a significant saving compared to the previous contract. The 
option to extend can only be exercised by giving at least 12 months written notice to the 
current provider; hence notice must be given on or before the 6th August 2015.   It is 
important to note that under the terms of the option the contract terms and conditions must 
remain in full force and effect though there is an ability to vary (by agreement) both the 
services and the payments. However, any such changes need to be substantially the same 
as the existing terms otherwise the Council would be acting unlawfully and in breach of the 
Public Contract Regulations 2015. An extension does provide an opportunity to deliver a 
continued service possibly at a reduced price. 

2.8 Discussions with Kier Environmental Services the incumbent provider have demonstrated 
that they are interested in an extension to the contract and that this would result in modest 
savings. These will be firmed up before making a final recommendation to GCC 

2.9 Re-procuring the service - There is the option to go to the market to re-procure the service.  
This option would involve the setting up of a project team to deliver a procurement which 
would involve legal, technical and financial advice.  Any procurement would need to be via 



an OJEU route and would take at least 6 months to deliver.  In 2006 the procurement 
attracted just four companies and only three eventually bid.  Re-procurement on the open 
market may deliver better value than negotiating an extension to our existing contract but 
there is also a risk that it would increase costs.  

2.10 There are two viable options to consider in delivering the contract for the future; an extension 
or procurement. 

3. Risk Assessment  

Risks Impact Likelihood Score Mitigation

Option 2.10) A change in 
service provider may reduce 
customer service

5 2 10

Ensure any change in 
provider is managed 
using a robust 
performance 
management system.

Options 2.9) and 2.10) 
Capacity – internal resources 
need to be made available 
for a negotiation or re-
procurement.

3 4 12

Ensure sufficient 
resource is made 
available by following 
project management 
procedures.

4. Officer Advice

4.1.  It is recommended that the Committee:

4.1.1. Endorses the approach of negotiating an extension to the contract and
4.1.2. Provides feedback to the County Council on the exercising of the option to extend 

the contract.


