EXECUTIVE COMMITTEE – 30 JANUARY 2012
PART I – DELEGATED
8.
ALTERNATIVE FINANCIAL MODEL
(DCES)
1.
Summary
1.1
To provide Members with details of the outcome of discussions with officers from Hertfordshire County Council (HCC) and the Hertfordshire Waste Partnership (HWP), regarding payments made to TRDC through the HWP’s Alternative Financial Model (AFM).
2. Details

2.1
The AFM is a financial model in which HCC (the waste disposal authority) passes on savings in landfill tax as a result of reductions in residual waste delivered by the districts (waste collection authorities).  The original idea behind the AFM was to incentivise the waste collection authorities to invest in recycling schemes in pursuit of targets agreed as part of the Joint Municipal Waste Management Strategy.  Achievement of these targets would see a reduction in the amount of waste that HCC needed to dispose of which in turn would fund the model.  Conversely increases in residual wastes per household will result in reductions in funding from the model.
2.2 A report to PSHPSC on 3 November 2011 suggested that, in view of the increase in recycling tonnages collected since the start of the weekly organic waste recycling scheme, a new recycling round be introduced, the costs of which would be met by the increase in payments made through the AFM.  PSHPSC agreed the recommendation to Executive that this recycling round be introduced (Minute PH.PP31/11 refers). 
2.3 However, just prior to the Executive meeting of 5 December 2011, officers were notified by HCC that a flaw had been identified in the way the model was working; the correction of which would result in the payment expected by TRDC decreasing substantially.  In view of this, Executive Committee deferred the decision on whether to introduce a new recycling round until TRDC officers had discussed the matter with HCC and HWP officers (minute EX54/11 refers).

2.3 Discussions have subsequently taken place.  As a result, HCC’s Portfolio-holder for Transportation, Performance and Waste Management, who is also the current HWP Chairman, has confirmed in writing that the AFM will remain as originally intended until the end of March 2013.  In the meantime, as previously agreed by HWP members, a review of AFM will take place during 2012/13 with any changes agreed effective from April 2013.
.
2.4 The review will be undertaken by the HWP’s Heads of Waste Group (HoWG) which is the main technical officer group for the HWP.  Once the review is complete, their findings will be presented to Directors for further scrutiny and consideration before being presented to the HWP Member group for final approval.  No decision is carried if three or more Partners vote against it.

2.5 The Head of HCC’s Waste Management Unit has also confirmed that, as the original intention of the AFM was to encourage investment in recycling, they do not intend, at this stage, to reduce the overall sum of money used as the base figure within AFM, but it should be noted that the base figure and therefore funding from the model is dependent primarily on the level of residual waste in any given year as well as the specific number of households per district. Therefore any increase in residual waste is likely to result in a decrease in AFM payments. This is the manner in which the AFM has always worked.
2.6 As detailed in the report to PSHPSC on 12 January 2012, in view of the much higher than average amount of recyclable material collected over the Christmas period, officers have had no option but to operate an extra recycling round, in order to ensure that it is all collected on the designated day.  The cost of doing this will be within budget, as HCC have confirmed that the AFM in its current form will continue until March 2013. Officers therefore request that, in view of the comments in paragraph 2.3 above, PSHPSC’s original recommendation to introduce a new recycling round, with immediate effect, be agreed. 

3.
Options/Reasons for Recommendation
3.1 Introducing a new recycling round will ensure that the Council retains a recycling rate of 60% and enable it to move forward towards achieving one of 70%.  The original projections in the AFM have been guaranteed until the end of March 2013, and during this time TRDC officers will continue to look for alternative savings, in the unlikely event that the AFM does not carry on to cover these costs.  Any savings found will be reported through the Service Planning process.

3.2
An alternative would be not to recruit a full complement of crew and to continue operating the shuttle vehicles.  Officers believe, however, that this approach is unsustainable, particularly as the new housing developments are built and the numbers of households collected from increase.
4. 
Policy/Budget Implications

4.1
The scheme lies within the Council’s policy to minimise waste and maximize recycling.
4.2
In view of the equivalent savings found, there are no budgetary implications to introducing an additional round. 

5.
Financial Implications

5.1
Below shows the budgetary affect of introducing an additional recycling round. 
	 
	2011/12 - From      December 2011
	2012/13 & future years

	Description
	£
	£

	Employees
	25,850
	74,950

	Agency Cover
	1,600
	4,800

	Transport
	6,200
	18,600

	Supplies & Services
	1,000
	3,000

	Sub Total
	34,650
	101,350

	Income
	(35,000)
	(105,000)

	Grand Total
	(350)
	(3,650)


6.
Legal, Staffing implications, Customer Service, Equal Opportunities, Environmental, Website and Community Safety Implications

6.1
None specific.
7.
Risk Management Implications

7.1
The Council has agreed its risk management strategy which can be found on the website at http://www.threerivers.gov.uk.  The risk management implications of this report are detailed below. 

7.2
The subject of this report is covered by the Environmental Protection service plan. Any risks resulting from this report will be included in the risk register and, if necessary, managed within this plan.

7.3
The following table gives the risks if the recommendation(s) are agreed, together with a scored assessment of their impact and likelihood: 

	Description of Risk
	Impact
	Likelihood

	1. The base figure within AFM reduces significantly
	III
	C


7.4
The following table gives the risks that would exist if the recommendation is rejected, together with a scored assessment of their impact and likelihood:

	Description of Risk
	Impact
	Likelihood

	2. Recycling rounds become unmanageable and unable to complete
	II
	B


7.5
Of the risks above none are already included in service plans:

7.6
The above risks are plotted on the matrix below depending on the scored assessments of impact and likelihood, detailed definitions of which are included in the risk management strategy. The Council has determined its aversion to risk and is prepared to tolerate risks where the combination of impact and likelihood are plotted in the shaded area of the matrix. The remaining risks require a treatment plan. 
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7.7
In the officers’ opinion none of the new risks above, were they to come about, would seriously prejudice the achievement of the Strategic Plan, and are therefore operational risks. The effectiveness of treatment plans are reviewed by the Audit Committee annually.

8.
Recommendations
8.1 That, in view of the guarantees laid out in Section 2.3 that Executive Committee allocate funding for an additional recycling round, to commence with immediate effect
Report prepared by: Alison Page, Head of Environmental Protection
Background Papers

Report to PSHPSC – Update on Weekly Organic Waste Recycling – 3 November 2011
Minutes to Executive Committee – 5 December 2011


Data Quality


Data sources:


Environmental Protection Budgets

Data checked by: Malcolm Clarke, Direct Services Manager

Data rating:
	1
	Poor
	

	2
	Sufficient
	(

	3
	High
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