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1.0 BACKGROUND

1.1
Cabinet received a report in August 2001 entitled, ‘Waste Management Strategy – Options For The Future’, which  outlined the Directorates current concerns about a number of issues;

· the inequality of the waste disposal levy apportionment with regards to the City Of Salford

· the ability to achieve current performance standards in relation to recycling targets

· whether our current waste disposal provider was providing best value services in relation to cost and quality

1.1 The outcome of the report was that the Directorate was instructed to seek expressions of interest from other waste disposal providers currently operating.

1.2 The Directorate has sought the required expressions of interest and the findings will be presented to Cabinet in March 2002.

1.3 Whilst undertaking this work, the Lead Members, Director and Officers from the Directorate have been involved in a review of current waste disposal operations as provided by the Greater Manchester Waste Disposal Authority (GMWDA) and its arms-length contractor, Greater Manchester Waste Limited (GMWL), in order to develop a recycling and composting led waste strategy which can be implemented in time to meet Government recycling targets, and be the driving force in determining the future waste strategy when the current waste disposal contract is re-awarded in 2006.

1.4 A major part of the work outlined in 1.3 is to try to reach an agreement on a method of apportionment of the waste disposal levy.  This need has been identified due to the inequality of costs for waste disposal, which are currently levied on seven of the nine local authorities, which make up the GMWDA.  This inequality has come about as a result of the levy being apportioned on a Council Tax base as opposed to a tonnage basis, because Manchester and Trafford under a Council Tax base system gain significant savings on their waste disposal costs, whereas the other seven local authorities pay higher costs for their waste disposal per tonne, and as such, subsidise both Manchester and Trafford’s waste disposal costs.

In addition, as the levy is based on Council Tax figures, regardless of the amount of waste diverted from landfill via recycling, the cost remains the same.  As such there is no real incentive for recycling to be pursued from a financial viewpoint, and there is a difficulty in changing to this system unless a new system can be found which does not disadvantage any local authority financially.  Unless an apportionment system can be devised which is acceptable to all, the Council Tax system will have to remain, as dictated by law.

1.5 In January of 2002 the Directorate received a letter from the GMWDA, (see Appendix 1) which tries to begin to address the levy issue, by providing a number of options as to how waste disposal costs could be apportioned.  Six options are given in all.  It is the intention of this report to look at the options and consider the ‘pro’s and con’s’ of each one in order to make a recommendation as to which is the most suitable for the City Of Salford.

2.0 THE OPTIONS

2.1
Option 1 – Apportionment on projected tonnage of household waste delivered to GMWDA (2002/03)
2.1.1 Option 1 is based on costs paid per tonne of waste delivered for disposal.  As such the cost per tonne based on 1,321,644 tonnes is £51.45, which gives a total Greater Manchester waste disposal cost of £68 million.  This option would certainly provide a visible financial saving’s incentive to reduce the amount of waste being sent to landfill.  However reducing the amounts of waste that we send for disposal, would depend on the ability to reduce waste tonnages sent for disposal via recycling/composting.

2.1.2 In order to maintain the recycling levels we are currently achieving the Directorate is having to re-invest £115,065 to cover Paperchase costs (the City’s kerbside collection scheme for newspapers and magazines) and also to pay for service costs for textiles, glass, and aluminium cans etc. which are currently collected by private sector reprocessors.

2.1.3 This cost is currently being met by the Directorate receiving recycling credits for every tonne of waste it recycles.  These credits currently have a value of £26.44.  If a tonnage basis is adopted then it is likely that these credits would cease to be paid and as such the costs highlighted in 2.1.2 would need to be met by the City Council.

2.1.4 Currently the Directorate recycles 4,276.82 tonnes of waste.  If Option 1 were adopted, then this tonnage, which would not be sent to GMWDA for disposal, would save the City Council £224,037 at a cost of £51.45 per tonne.  However, it must be remembered that to achieve this reduction in tonnage sent to disposal via recycling currently costs around £115,000 and as such recycling budgets would need to be established to allow recycling services to be continued and ideally expanded to reduce the amount of waste being sent to landfill still further.

2.1.5 In carrying out this equation it does show that despite the unavoidable costs of GMWDA, if a tonnage precept were adopted per tonne of waste produced by the City, then it would still be more economic to recycle it (under current methods) than send it to landfill.

2.1.6 There is also another important factor to consider, in that the estimated cost of recycling per tonne could be reduced still further by subtracting the income received from reprocessors who wished to use the recyclates collected.

2.2
Option Two – Apportionment on Council Tax Base (Default Mechanism) (2002/03)

2.2.1 This is the current method of apportionment adopted by the GMWDA for charging local authorities.

2.2.2 Table 1 shows the calculation which identifies estimated tonnages for 2002/03 together with the levy to be charged.  In addition a cost per tonne has been calculated to show the differences in costs to each local authority, these differences being the very reason why this method is perceived as seriously flawed by seven out of the nine local authorities which make up the GMWDA.

2.2.3 Table 1: Council Tax Base System of Levy Apportionment
DISTRICT
COUNCIL TAX BASES

(based on 2002/03)
LEVY

£M
ESTIMATED TONNAGES

(2002/03)


Cost £

(per tonne)

Bolton
78,620
8.03
149,293
53.79

Bury
57,317
5.85
105,173
55.62

Manchester
109,688
11.20
341,425
32.80

Oldham
61,466
6.28
110,413
56.88

Rochdale
60,887
6.22
108,438
57.36

Salford
62,033
6.33
125,141
50.58

Stockport
98,531
10.06
180,273
55.80

Tameside
63,458
6.48
126,594
51.19

Trafford
73,993
7.55
173,061
43.63


665,993
68.00
1,419,811


2.2.4 As mentioned previously because of this method of apportionment two local authorities significantly benefit at the expense of the other seven.  Also as the charge is based on a Council Tax base then the incentive to recycle is diminished as only part of the cost is returned via the recycling credit, as is actually the case in Option 1, but there the savings are more tangible.

2.2.5 It is not proposed that this option be considered as a realistic way forward for the future.

2.3
Option Three – Option Two plus Additional Recycling Credit (2002/03)

2.3.1 This option proposes a pay-back system to local authorities based on providing additional recycling credits which are designed to promote and fund greater levels of recycling within local authority areas.

2.3.2 When recycling credit values are established, unless waste disposal authorities (WDA’s) have an ability to show how they calculate the value of their recycling credit i.e. ‘avoidable costs’, then the Government can impose a default mechanism which dictates a value.  For 2002/03 this value is £41.16.  However, GMWDA can prove the value of their avoidable costs, which results in a recycling credit value of £27.79 for 2002/03.

2.3.3 In this option the suggestion is to give local authorities the difference between £27.79 and £41.16 as an additional recycling credit thereby making the GMWDA recycling credit worth £41.16 and consequently, in theory providing more money to invest in furthering recycling in each district.

2.3.4 Based on projected recycling tonnages for 2002/03 the City Of Salford would receive a rebate/reduction in levy charges of, £99,081, which equates to 7410.7 tonnes attracting the differential of £13.37 for each of these tonnes.

2.3.5 The differential of £13.37 is calculated by subtracting the GMWDA recycling rate of £27.79 from the Governments recycling credit rate of £41.16 i.e.

£41.16 - £27.79 = £13.37

2.3.6 Therefore this payback of £99,081 would result in a proposed levy of £6.41 million for 2002/03 being reduced to £6.31 million.

2.3.7 However, a major concern with this proposal relates back to the unequal changes for work disposal as highlighted at 2.2.3.  Table 1 shows Manchester currently facing a waste disposal charge of £32.80 per tonne.  If the additional recycling credits were to be paid still using the Council Tax base as the apportionment method, then the recycling credit of £41.16 would be in fact more than Manchester actually pays for its waste disposal.  Therefore not only would seven of the nine local authorities by subsiding Manchester waste disposal charges, but they would also be agreeing to Manchester having a much higher recycling credit, in comparison to waste disposal charges, than anyone else.  Therefore the initial complaint about the unfairness of cheaper waste disposal charges would be compounded by better recycling credit returns.  If this proposal where even to be acceptable, then the recycling credit would need to be paid as a reflection of the current waste disposal rate paid by each local authority as highlighted in Table 1.

2.3.8 Another point to consider is payments of recycling credits to private sector organisations currently providing recycling services to the City e.g. Paperchase.  Currently the contract with Paperchase states that they will receive the full recycling credit to help fund the kerbside collection scheme they provide.  Therefore any additionality brought by the additional recycling credits would have to be paid to Paperchase resulting in no extra funding being freed-up to invest in new schemes.  Also, it is likely other private sector and voluntary organisations currently undertaking recycling activities in the City would equally demand the full level of recycling credit value or at least a greater share of it, and hence remove any immediate benefits from the additional value.

2.4 Option Four – Option Three plus Backdated Additional Recycling Credit (1994/95 to 2001/02 incl.)

2.4.1 Option 4 offers the same as Option 3 except the differential value is back-dated to 1994/95 when the Government established its first recycling credit value default mechanism.  As a consequence the difference between the Government’ value and the GMWDA value since that time has been calculated, and added to the recycling tonnages achieved by each local authority since 1994/95.

2.4.2 As a consequence of this the City Of Salford would receive a rebate of £289,830 in recycling credit values, which would reduce the levy payment under this option from £6.65 million to £6.36 million, which is in fact higher than the proposed levy for 2002/03 of £6.33 million.

2.5 Option Five – Threshold payment of 2001/02 Levy (£65.2 million on Council Tax Base) and Apportionment of Additional Levy on Projected Tonnage of Household Waste Delivered to GMWDA (2002/03)

2.5.1 This option suggests a hybrid approach to determining levy apportionment, which still has a Council Tax base approach up to 2001/02, but thereafter, promotes the reduction of waste tonnages, by charging local authorities on a proportional basis any levy charges above £65.2 million in relation to the amount of waste they send for disposal.

2.5.2 In this way all local authorities within GMWDA have a responsibility to keep the increases in levy charges, above £65.2 million pegged, by increasing waste recycling and consequently adding as little increase waste disposal costs as possible to this threshold payment.

2.5.3 Based on Appendix 1 (Option 5) it is apparent looking at the threshold payment of £65.2 million, Salford’s additional costs are £247,000 which equates to an added charge of £2 per tonne for every tonne which exceeds the Council Tax apportionment system which gave Salford a partial levy charge of £6.073 million, based on a waste disposal tonnage of 125,141 tonnes.  However, it should be noted that the figure of 125,141 tonnes is incorrect as this includes 7000 tonnes of commercial waste which is charged for separately and does not form part of the levy payments.

2.5.4 However in reality using this system the savings from reducing waste tonnages from a financial viewpoint are minimal as can be seen by the avoidance saving of c. £2 per tonne.

3.0 Table 3 – Summary of the Five Options

Option 1

£m
Option 2

£m
Option 3

£m
Option 4

£m
Option 5

£m

Bolton
7.05
8.03
7.98
7.91
7.99

Bury
5.19
5.85
5.86
5.88
5.82

Manchester
15.50
11.20
11.24
11.42
11.41

Oldham
5.22
6.28
6.30
6.35
6.24

Rochdale
5.33
6.22
6.26
6.38
6.18

Salford
6.08
6.33
6.31
6.36
6.32

Stockport
8.81
10.06
10.03
9.69
10.00

Tameside
6.23
6.48
6.48
6.39
6.46

Trafford
8.54
7.55
7.55
7.60
7.59

Total
68.00
68.00
68.00
68.00
68.00

3.1
It is apparent from Table 3, that the most beneficial option from a financial viewpoint is Option 1.  In addition the savings made could be used to further reduce this cost by increasing recycling rates through the introduction of additional recycling services such as kerbside collections and bring sites.

4.0 Ecologika Model
4.1
Appendix 1 (Appendix 3 Ecologika Model) suggests the idea of only paying for 90% of the levy with the other 10% being re-invested in recycling schemes.

4.2 However if recycling schemes fail to reduce waste arisings by 10% then a premium rate for waste disposal would be charged for every tonne of waste which exceeded the 90% level of levy estimates.

4.3 The suggestion however is flawed as the model assumes that the 10% payback to local authorities is at full tonne disposal value of c. £51.00, unfortunately this does not take into account those elements of the £51.00 which have to be paid regardless of actual pure waste disposal charges, such as plant, debt payments GMWDA costs etc.  Therefore of the £51.00 only £27.79 could be actually payed back, amounting to 52% of the waste disposal charge.

4.4 To achieve the 10% reduction in waste arisings from the refunded 10% levy payment, would not equate to 9562 tonnes as suggested in the model, (Salford’s projection for 2002/03 is 7400 tonnes), but would in actual fact require 17059 tonnes to be recycled.  For as stated previously every tonne recycled only attracts 52% of the full disposal value.

4.5 It is felt to achieve such a recycling rate would be extremely challenging and unrealistic particularly in light of the need to introduce City-wide recycling schemes.  To do this would require major investment of at least £2 million in order to provide kerbside collection schemes across the City.  In addition substantial funding would need to be found to publicise the introduction of recycling services to the public and continued education campaigns would be required to promote and monitor such schemes.  There may even be a need to employ enforcement officers to ensure the public are using the services correctly.  The Ecologika needed does not seem to take these financial and operational requirement into account.

4.6 The difficulty in achieving such a level of recycling, certainly by the end of 2002/03 would mean a much of the waste which we would have difficulty in recycling by this date, would have to be disposed via landfill and therefore attract the premium rate charges proposed by the model.

5.0 Conclusion
5.1
Although attempts are being made to address the issue of devising an acceptable method of levy apportionment, the fact remains, that other than Option 1 the inequality in waste disposal charges remains.

5.2 Many of the savings envisaged in the Options are stifled by the unavoidable costs associated with the GMWDA/GMWL operations and debt liabilities.  In reality only 52% of disposal costs can be avoided and as such this affects the feasibility of the Ecologika proposals as highlighted previously, particularly with regards to the levels of recycling required to achieve 10% savings on levy costs.

5.3 Reducing levy costs by increasing recycling also needs more careful consideration, with regards to the actual operational logistics of introducing and establishing recycling across the City.  A good deal of publicity, education and if necessary enforcement work will be required to ensure such schemes are successful.  Funding will need to be provided in advance of any major recycling schemes if they are to be successful.

5.4 It is also a concern at the speed with which such proposals are being forced upon local authorities, particularly in view of the fact that the Levy Sub Group, which is charged with developing options for future levy apportionment has not seen these proposals before they were distributed for a decision.

5.5 Also before the City does commit itself to any long-term decisions regarding levy apportionment it needs to consider the outcome of the City’s involvement in the Greater Manchester Waste Forum which has commissioned work on;

· Developing a recycling/compost led strategy which could be applied across Greater Manchester

· Looking at a cross-sectional view of the waste industry’s direction and methods for servicing future municipal waste management strategies

5.6 Consideration also needs to be given to the work on gaining expressions of interest for waste disposal, which to date has shown there is a vibrant and interested market in providing such services to the City Of Salford.

5.7 In relation to market testing it is apparent that compared with other waste disposal companies, the cost per tonne for waste disposal as charged by GMWDA, is up to 30% higher than neighbouring waste authorities.  This issue needs to be addressed as a priority if the City Of Salford is to continue to support the work of the GMWDA.

5.8 A further consideration is how the reduction in waste arisings (if achieved) will affect the current economies of scale obtained with the actual waste disposer, Biffa Waste.  A reduction in waste arisings could lead to a higher gate fee being imposed on smaller amounts of waste being sent for disposal.  The issue also needs to be addressed as part of the decision on levy apportionment methodology.

5.9 A serious omission in all the strategies put forward to day is what happens to the waste that cannot be recycled?  Targets talk of upwards of 50% - 60% of waste being recyclable.  If through GMWDA/GMWL initiatives these levels can be attained, what will happen to the residue, baring in mind the City Of Salford in its response to the Integrated Waste Management Strategy (IWMS) stated it was only prepared to accept waste to energy/incineration if it could be proven to be a safe process.  Even if it can be proved safe, there is the question as to whether the waste that has not been recycled will have enough calorific value to make it viable as a feedstock with the addition of the other materials, possibly commercial or even imported in from outside the Greater Manchester area.  This query needs to be addressed if a viable IWMS is to be achieved and sustained.

5.10 However, in line with the request for a preferred option, regarding future waste levy apportionment, although none are meeting the needs of the City entirely, Option 1 seems to offer the most benefits to the City of Salford, both from a financial viewpoint and from the potential for the expansion of recycling services across the City, although it has to be stated that in the view of the Directorate more information is required before fully considered recommendations could confidently be suggested.

5.11 As a further consideration it is proposed that a seminar be held for interested members, to allow a more detailed explanation of the whole waste strategy/levy issues in general, currently facing the City.
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