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Dear Mr Hogg,

Thank you for your recent letter dated 10th November 2010 which has been passed to me to respond to on behalf of the South West Devon Waste Partnership (SWDWP). I have divided our response into eleven sections to address the points raised within your letter: recycling, best available technology, procurement, Option 7, PFI credits, communications, transport, impact on the local area, electricity/heat use, by products and Devon Towns’ Forum conference. 

The partnership is currently working with two private companies in a competitive procurement process and therefore I can only provide outline information on the solutions being proposed at this stage due to confidentiality. However, please be assured that the partnership is striving to achieve the best possible solution which will be assessed against a range of criteria, including securing contract positions to minimise risk, and to provide value for money to local council tax payers.

Recycling

Waste management is a constantly evolving area for all authorities; reducing the amount of waste we create, improving recycling and promoting composting are important priorities for the councils and the partnership as a whole. We are committed to achieving 50% across the partnership as a minimum by 2020. 

Recycling is a key aspect of the DAIA proposals. Whilst recycling is a valuable and important aspect of waste management, there is a point at around 60 – 65% when it becomes very expensive and given our location in the south west away from markets, it is questionable in terms of environmental sustainability. Moreover, the proposals assume there will be markets available for the recyclate. In reality, demand fluctuates. It would also require a different method of collection and sorting to the ones currently in use. There is a cost attached to this, as well as the major logistical changes, which would have to be borne by the partnership council tax-payers and this would significantly increase the overall cost of the solution. 

Best Available Technology

In your letter, you cite a report from 2004 for Devon County Council by AEA Technology, which recommended pyrolyis and gasification as the best environmental option (at that time). This report was produced for Devon County Council and not the partnership. However, having discussed this with Devon County Council, I have been advised that the County Council explored the option quite thoroughly; it emerged that although the preliminary findings recommended this option, it was an untried and untested process in respect of municipal waste. Whilst it had been used for treating clinical waste, which is a relatively consistent and predictable waste stream, it had not been deployed for treating household waste, which can vary tremendously in composition. This clearly presents some risk. 

Moreover, while a very low gate fee was indicated, the technology provider could not provide any guarantee of gate fees for an operational plant, so whilst Devon County Council applied for funding from Defra to support the trialling of the process, when this was unsuccessful, it was not cost effective to proceed. Consequently, other options were investigated and it became clear that energy from waste represented the best option for treating the residual waste. MBT was discounted on several grounds in addition to financial aspects: it requires a substantial land footprint, it emits odour and the waste produced at the end of the process either needs to be burned or landfilled. Since there are currently no facilities in the area for burning refuse derived fuel, this was another disadvantage to the system. 

A similar option analysis was conducted by each of the three partnership authorities as part of their waste strategy development with support from independent consultancies. In each case, it emerged that energy from waste was the preferable choice. Options were considered again as a prelude to working together in partnership, with the same conclusion. The partnership analysis as part of the outline business case looked at economic and environmental factors, along with a host of other issues including reference plants, financial backing, planning and technological performance. 

In fact, when the partnership commenced the tender process in 2008, it only specified that the technology should have a thermal element. This would have allowed anaerobic digestion, pyrolysis, gasification or plasma based technologies to come forward, and indeed plasma could be combined with the energy from waste process. In reality, only conventional energy from waste processes were proposed by the market. 

Procurement

Our procurement is at a stage where to delay or stop it would be very costly for taxpayers. The procurement process does not legally allow for a new option to be introduced at this stage, so we would have to bring proceedings to a halt. Our outline business case calculated the cost of a 2-year delay to be in the region of £66m, so a 6 month delay would certainly run into many millions of consequential cost. It would probably also mean the procurement would have to start again and almost certainly result in the partnership losing the government PFI credits of £95m (equivalent to £177m over the life of the contract).  Based on these factors alone, considering another option, particularly one as speculative and underdeveloped as this one, is not viable for financial reasons. These financial concerns are even more important given the current economic climate. 

Option 7 Proposals

Firstly, your statement regarding the Option 7 being at nil cost to the Council is interesting and impossible to believe. Indeed, our meeting with DAIA indicated that there would be a gate fee for the Option 7 solution. What you may be alluding to is that the Councils would not need to find the capital cost. If so this is in line with our procurement as any capital is raised by the successful contractor and recovered through the gate fee.  Exactly the same funding mechanism would be used for Option 7 or any other merchant facility. We understand that the Peterborough solution has taken eight years to secure its investors, which would not be acceptable to the Partnership and without appropriate commercial backing, and guarantees the partnership councils would not be able to enter into a contract.

The South West Devon Waste Partnership met with Devon Alliance for Incineration Alternatives on Friday 29 October to hear their Option 7 proposals.

The proposals that were presented by DAIA are very conceptual in nature and not specifically designed or able to meet the partnership’s needs. The Peterborough solution is designed for their specific needs and circumstances, having been aimed at commercial waste streams. It uses biomass (including crops and wood) primarily for energy generation and is not, as far as we are aware, serving a council waste stream with mainly household waste. 

The solution also requires a very large site area, the size of which is not allocated or available within or close to Plymouth. It uses a combination of new technologies not proven on a commercial scale in the UK so it therefore presents a higher risk of delay or failure. In addition, we understand the Peterborough solution was first conceived in 2002 and is not in construction yet. Similar delays to the partnership solution would be financially disastrous, and would present significant problems due to the fact that waste will still need to be disposed of and our landfill space is running out rapidly.  

The claim that the alternative solution is cheaper, saving £5m per year, has never been demonstrated or justified. We understand that the figure is based on the premise of Option 7 treating waste at £75 per tonne and DAIA believe an EfW solution will cost around £100 per tonne. Both these figures are not based on any commercial analysis or reality. For example, it is common for companies to make initial claims that their solution will cost £X per tonne only for this to double or more, once the commercial and factual reality materialise, as the details become more fully developed. The claims that DAIA’s solution would save money for the partnership are consequently not justifiable, particularly as they fail to take into account the enormous additional costs of delays and loss of PFI credit support in considering this speculative proposal.

One of the primary responsibilities of the partnership in undertaking the procurement is to minimise risk to the partner councils and secure an appropriate solution to ensure that the public purse (or council taxpayer) is not faced with any unexpected cost or poor value for money. As a result, a key aspect of the procurement has looked at how the bids would be financed, and the performance / track-record of the companies and technologies involved. 

It is worth noting that the Secretary of State elected not to call in the proposals for an energy from waste facility at Peterborough. However the Secretary of State is required to ‘call in’ any proposals that are over 48MW as a matter of legislation, rather than out of concern or approval. 

In your letter you state that officers and councillors tend to be risk averse; this is a reasonable opinion, given the statutory duty to protect public funds and not compromise the council in terms of risk. Although gasification and plasma is in use around the world, it has not been used on a commercial scale in this country for treating a UK domestic waste stream as such there is no commercial reference plant in operation. Without a track record, it would be hard to defend a decision to opt for this technology, given the potential cost of failure to the authorities – and the taxpayer. If the system did not work as planned, it might require an alternative solution and a new procurement which would incur the costs of LATS in the interim, not to mention the loss of the PFI credits in the first place. This also assumes there is the requisite financial backing to get the gasification/ plasma facilities up and running in the first place.

PFI Credits

The partnership was recently informed that the £95m of credits granted by Defra were still allocated, unlike some other projects around the country. In this current financial climate, it would be negligent to compromise the PFI credits and expect the local taxpayer to foot additional costs through loss of this support. As previously mentioned the PFI credits equate to around £177 million over the life of the project.

We would correct your statements in that our PFI credit and procurement are entirely separate from any planning application which Viridor elected to submit for their own commercial reasons. There is no association between planning and the award of PFI credits and no requirement as you state, for the partnership to match any credits paid – it is purely additional central government financial support which benefits council tax payers in the partnership area. The final cost of the project to the partnership will depend on the solution selected through the procurement process.

Communication

We would accept absolutely the recommendation that local authorities need to consult early with residents, but not just in respect of planning matters. We are aware that Devon County Council will be considering the planning application, but this is a separate process to the procurement.

As a partnership we have placed a great deal of emphasis on communications for our procurement. We have held 23 public exhibitions, as well as hosting a website, attending and providing briefings, producing publications, briefing councillors, MPs and the media as well as other activities to help the public understand the issues at stake and to listen to the views of local people. 

In terms of consulting on the types of technologies that could be deployed, this was undertaken by each of the partner Councils as part of their waste strategy development. Alternative technologies may be available, but if they have not been proposed by the industry at the point of tender, then this renders ongoing consultation on other alternatives somewhat pointless as they are not being offered for our local solution. 

Transport

It is agreed that a noticeable impact of any new waste treatment arrangement is likely to be an increase in road traffic in the vicinity of the plant. Specifically referring to the partnership needs, we have estimated up to 85 deliveries per working day and since Lee Mill already has a highly used industrial estate, the traffic analysis has suggested this will not add significantly to the existing traffic. In the case of the A38, there are already around 48,000 vehicle movements a day, so again, this will not have a significant impact. 

Assuming Option 7 follows a similar model to the proposal for Peterborough, it indicated that it required approximately twice the weight of agricultural biodegradable waste as municipal waste and would involve up to 300 lorry deliveries per day. This would mean over three times as many vehicles movements would be required to bring the partnership’s waste to the plant. It is not clear how this would be mitigated in respect of Option 7. In addition to this, the concentration of recycling activities on a single site (as opposed to multiple sites as currently happens in South West Devon) means additional vehicles would be needed to manage the separated material. This results in a substantially greater number of vehicle movements than the proposals put forward for our procurement.

Overall this could mean the impact of Option 7 on the local community would be considerably greater that than that of an EfW solution so it is hard to reconcile your statements that this option will reduce traffic and CO2 production as a result. 

Your letter suggests that rail and river could be utilised to transport the waste. This will be considered as part of the procurement and planning processes. However, I am aware that Devon County Council considered rail transport in respect of waste disposal, and there was extensive examination of the options. It transpired that the local rail network would not be able to cope as many of the bridges on branch lines would not able to withstand the loads of fully laden freight and the rail heads would have required substantial investment to bring them up to the required standards. Regarding shipping, this can also have a significant carbon footprint – it accounts for 5% of global emissions alone, so the impact of returning empty sea tankers would also negate much or all of the carbon savings. 

We recognise that the River Yealm is an important river, with many demands on it, as your letter states. However, your letter seems confused. The Camelford incident involved a water treatment works and the accidental addition of aluminium sulphate to drinking water supplies. The energy from waste process is self contained hence there is no scope for chemicals to be discharged either in an airborne manner or into a water course. 

Impact on the local area

The visual aspect of the proposals is naturally a key concern for many people. The bidders are working with architects and designers to develop the facilities and as a partnership, we have been keenly aware that one person’s preferred design may not hold universal appeal. However, similar concerns were expressed at Marchwood, Southampton, prior to its construction and now having been in operation for some years, it is felt to be a useful addition to the area and considered to be a landmark building. 

Electricity/steam use

Energy from waste provides electricity that can be fed back into the grid or used by a private wire network. In either case, this will displace fossil fuels currently being used to create power. As you point out, heat is also produced. This can now be transported over considerable distances, and therefore could be used by the local community or businesses. The two bidders have been investigating the options to gainfully use of heat and electricity and this will form part of their final submission. 

By products

The use of the plasma to reduce landfilling of residues is acknowledged; however, the bottom ash from energy from waste can also be reprocessed and used as aggregate hence landfill can similarly be avoided but without the high cost. There are a number of commercial reprocessors of bottom ash that can treat this by product and convert it into a secondary aggregate that meets applicable environmental and health and safety standards. This only leaves the fly ash residue, which is classed as hazardous by virtue of its extremely alkaline nature, since the process uses lime to clean the gases. It may also be recycled and used to neutralise acidic processes within industry, thus limiting the end residues to landfill. 

One of the key objectives of the project is to divert waste, particularly biodegradable municipal waste, from landfill and to use it more productively. The partnership’s evaluation process includes this key criterion and final tenders will be assessed accordingly. We have encouraged bidders to consider the best environmental and economic use for all by products. This will help to reduce any environmental impact and increase the financial benefit to the partnership - and in turn, local council tax payers. 

Devon Towns’ Forum Conference

The conference you attended on 1 October was run by the Devon Towns’ Forum, not Devon County Council, nor the partnership. Their sponsorship arrangements were negotiated separately without recourse to Devon County Council or the partnership, so we cannot comment on their agreement. However, Viridor is Devon County Council’s waste contractor, and has been so for some years. It would therefore not be unreasonable to expect them to be able to contribute in respect of waste disposal in the county given their experience. The presentation on energy from waste was given by Ben Jennings, the County Waste Manager who was acting on behalf of Devon County Council; the partnership was not involved in any capacity.

In conclusion, I thank you for your interest in the project and your recognition of the challenges faced by our authorities to find an appropriate waste treatment solution for the region. I hope that I have managed to explain some of the background issues we are dealing with, and the reasons why we are continuing with our procurement. If you have any further questions, please do not hesitate to contact me. 

Yours sincerely

Mark Turner

Project Director

South West Devon waste Partnership
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