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PROSIECT GWYRDD =
(PROJECT GREEN)

A Sustainable Waste Treatment Solution Procured in Partnership
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THE DRIVERS .

Waste is one of the Key Corporate Risks Affecting Local Government

= WAG Recycling/Composting Targets
40% by end of 2009/10
52% by end of 2012/13
58% by end of 2015/16
649 by end of 2019/20
70% by end of 2024/25

= WAG Restriction on Energy from Waste (30%) by 2024/25

= Landfill Allowance (EU Landfill Directive) Targets for Amount of Biodegradable
Waste Sent to Landfill

= Economic
= Minimising Costs of Procurement
= Achieving Economies of Scale

= Ability to Secure Market Interest
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WASTE ARISING PARTNERSHIP V =
LANDFILL ALLOWANCE =
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WHY DOING NOTHING IS NOT AN =
OPTION U

(“There’s no success like failure and failure is no success at all”)

Landfill Allowance Scheme fines of £200/tonne;

= EU Infraction Fines should Wales fail to meet Landfill Directive (Article 5) targets for
BMW diversion from Landfill;

Escalating landfill tax will further increase existing disposal costs;
= Lack of alternative treatment/disposal facilities in SE Wales;

= Local Authorities will ultimately be held accountable by WAG for Wales' failure to
meet landfill diversion targets.
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WHAT IS PROSIECT GWYRDD (

= Partnership of 5 local authorities in SE Wales comprising of Caerphilly County
Borough Council, Cardiff City Council, Monmouthshire County Council, Newport
City Council and the Vale of Glamorgan Council;

= Collaborative working at Elected Member and Officer levels with Joint Committee,
Officer Project Board and Specialist (Financial, Technical & Legal/Procurement)
Sub Groups;

= Meets the principles of The Regional Waste Plan, Connecting South East Wales
Board and ‘Making the Connections’ Agenda;

= Provides a sustainable, cost effective, long term solution for residual waste
treatment by minimising landfill use and environmental impacts from waste
disposal;

= Achieves and betters the duty to meet all current WAG targets and avoid landfill
allowance fines — PG is a very big “contributor” in a Welsh context.
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PROJECT AIMS

= Commitment to meet and exceed WAG recycling targets prior to any residual
treatment option;

Minimising the environmental impacts of all 5 local authority waste management
operations;

Maximising economies of scale by working in partnership;

Providing best value for the Council tax payer;

To establish a sustainable cost effective regional solution for the management of
waste for South East Wales region which meets all current and future waste
legislation.
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WHY WASTE PROCUREMENT IS oot
DIFFERENT A

= Risks — The procurement of long term waste management contracts is complicated
by a number of risks that do not appear in other large procurement projects (eg: civil
engineering building projects). These include:

— Waste Growth
— Waste composition & moisture content
- Foreseeable & unfol changes in legislation, policies & targets

- Planning & environmental permitting
- Disposal market changes

Deliverability — Planning, market appetite, timescales.

Not in my back yard! — Possible pressure group and resident resistance to Project;

Resources — All on top of the normal day job — Can we afford the solution??

Bureaucracy — Grant applications and other required permissions (Planning,
Environmental Permits etc);
Politics - Possible changes to the Wales Waste Strategy

- Elections (never more than a year 2 from an election!)

= Timing
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PROJECT SCOPE \J

In Scope Out of Scope:

= Management of 35% of MSW = Delivery of the high
(household, commercial, street recycling & composting
cleaning wastes etc); targets;

= Waste flows based on 65- = Collection of waste and
70% Recycling & recyclate;
Composting by 2024/25; = Other waste treatment

= Plant size will accommodate facilities, e.g. MRF,
risk of failing targets & composting and food
provide trade/commercial processing plants
tonnage
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THE PROCUREMENT PROCESS

Procurement under the EU
public procurement regime
pursuant to the Public
Contract Regulations 2006
(S 2006/5) (as amended)
using the competitive
dialogue procedure.
Design build finance
operate and maintain
(DBFOM) has been
modelled.

(incorporating

Preferred B
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PQQ Stage

Issue of ITPD (invitation to
participate in dialogue)
Dialogue Stage

ISOS & ISDS)

- Commercial & Technical
Environmental Assessment
against the output
specification and discussion
with bidder.

idder

Appointment
Contract Close
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KEY RISKS

.
value
Procurement Delays

WAG Risks for Project
Failure to provide funding and
Further policy changes
Potential to obtain a site

LA Risks
Failing to deliver the 65-70% recycling and composting
Finance risks — cannot bridge affordability gap
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Procurement Process — too little competition, leading to reduced best

Site Risks: Not obtaining a site, failing to secure planning
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AFFORDABILITY GAP ISSUES

Options & Affordability Gap Partnership Partnership NPV | First Full Year £
Nominal £ Millions | £ Millions Millions
Do Nothing Landfill with High 1147 427 24
Recycling
Ref Project With High Recycling | 1121 437 29
(Excluding WAG Support)
WAG Funding Support - 196 -72 -7.8
Difference Between Reference -222 -61 -2.5
Project & do Minimum
Affordability Gap (7 Year 453 170 9.6
Procurement + 25 Years
Contract)
Mark Williams — Head of Public Services
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£m per annum PROSIECT GWYRDD OBC HEALTH-CHECK AFFORDABILITY MODELLING RESULTS

Partnership Base Case Results

0 Nominal costs over time of options vs. Current budgets inflated forward
‘otal Resources Available - NOMINAL

— ~DO MIN Landill with High Recyeling - NOMINAL

Reference Project with High Recycling - NOMINAL

o
Year
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THE JOURNEY SO FAR g

- Partnership Formed — July 2007 (after joint scrutiny work)
. Business Case Prepared — Oct 2007 — Sept 2008 (including a costed reference
technology)
. Business Case Submitted to WAG
. Public Site Secured (from WAG)
. WAG Funding Support Secured (for Procurement work & final contract)
. Contract Documentation Prepared Oct 2008 — Oct 2009
. Contract Advertised (OJEU) — Nov 2009 & PQQ's Issued
. PQQ Short Listing — March-May 2010
. Joint Committee Approval of 8 Shortlisted Bidders — 24t May 2010
- Convanta Eneergy Ltd
Mvv Umwelt Gmbh
Shanks Group Plc
SITA Uk Ltd
Urbasser Ltd
Veolia ES Aurora Ltd
Viridor Waste Management Ltd

NB: The 8 highest scoring bidders were selected (based
lished from

Waste Recycling Group (WRG) Ltd

onapre-p
the 12 that submitted PQQ’s on time.
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NEXT STEPS O

- Invitation to Participate in Dialogue (ITPD) issued — June 2010

- Dialogue Phase
- ISOS (invitation to submit outline solutions) which will result in a further short listing exercise;
- ISDS (invitation to submit detailed solutions) — again further short listing.

- Call for Final Tenders — Jan 2012 — April 2012

. Preferred Bidder Appointment — May/June 2012

- Contract Finalised & Planning Obtained — June 2010 — April 2013
- Construction & Commissioning — April 2013 — Spring 2016

. Service Commencement — 2016

i.e. 10 years
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CONCLUSIONS O

Key Issues to Address
. Project Management Arrangements
- Roles & Key Advisers
- Political Support & Involvement
- Governance Arrangements (Joint Committee, Lead Authority, Joint Working Agreement as
basis for decision making and protection of Lead Authority)
- Clearly Defined Decision making for Streamlining the Procurement Process (which decisions
can be made by officer project board v joint committee v individual partner Authorities)
. Communication Strategy (because waste can be a “sensitive issue”)
- Branding
- Web Site
- Joint Scrutiny
- Pressure Groups
- Site Issues
- Media Relations
- Internal Including Members

Mark Williams — Head of Public Services

Supporting partner

pid

Partnership of Councils

(B

L

PROSIECT GWYRDD GOVERNANCE Bl

LN |
STRUCTURE =
| Monmouthshire Cardiff I Caerphilly I Newport Vale of Glamorgan | ¢
cc cc cc cc Council
l l Delegation l l l

Project Board

Benefits,
Obligations and
Indemnities

LEAD AUTHORITY

WASTE MANAGEMENT CONTRACTOR
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CONCLUSIONS - THE BENEFITS OF Bl
WORKING IN PARTNERSHIP e

= The Market - Enhanced market appetite;

= Economies & Efficiencies:

= Reduced procurement costs and likely shorter procurement timetable if one
procurement rather than a series of procurements is undertaken by different
authorities running in parallel and in competition with each other. Waste
procurement requires expertise and is expensive and joint procurement enables
councils to procure expertise and capacity

= Savings of gate price by virtue of economies of scale.

= Shared costs.

= Administrative/central support efficiencies.

= The potential to attract Central Government funding support for collaborative
working.
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CONCLUSIONS - THE BENEFITS OF e
WORKING IN PARTNERSHIP =

= Management of Risk:

= More options for available sites for locating waste facilities and for sharing of
resources and improving service quality and effectiveness.
Central Government may allow the pooling of targets between authorities in the
future which could spread risk.
Spread of risk (eg: waste volume/composition/technology) amongst a number of
authorities.
Availability of greater resource, expertise and funding to provide better capacity to
manage procurement.
A possible technical solution that has a very small reliance on landfill.

= Geography — Establishment of the most appropriate regional location for facilities;
= Expertise — Shared knowledge of technology, procurement & contract management;
= Commitment — Members & Officers;

= Politics — Collaboration is very popular with WAG, hence the funding support secured for
Prosiect Gwyrdd.
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