
Allerdale Borough Council

Executive – 17 October 2018

Award of Contract for Waste, Recycling,
Street Cleansing and Grounds Maintenance Services

The Reason for the Decision The following contracts are due to expire on 
31 March 2019:

 Waste and recycling collection and street 
cleansing services (FCC Environment);

 Grounds maintenance services (Tivoli); 
and

 Bulking, hauling, sorting and reprocessing 
of dry recyclables and green waste 
(Cumbria Waste Management).

A commissioning process was conducted 
which resulted in the procurement of the 
following contracts:

 Lot 1 - Waste and recycling collection 
services;

 Lot 2 - Street cleansing and grounds 
maintenance services; and

 Lot 3 - Bulking, hauling, sorting and 
reprocessing of dry recyclables and green 
waste.

The contracts have been procured on the 
basis of an initial period of eight (8) years (1 
April 2019 to 31 March 2027) with the option 
to extend by a further eight (8) years (1 April 
2027 to 31 March 2035).

In line with the Council’s financial 
regulations, the decision to award the 
contract must be made by the Executive after 
consideration of the information within this 
report and the supporting documents.



Summary of options considered The options available to Members are:

 Not to award the contracts, and seek to 
re-procure;

 Not to award the contracts and provide an 
in-house service; or

 To award the contracts to the highest 
scoring Tenderers.

Recommendations It is recommended that Members award:
1. Tenderer B the Contract for the provision 

of waste and recycling collection services 
on behalf of the Council with an 
estimated contract value of £24,766k 
over the initial 8-year contract term;

2. Tenderer C the Contract for the provision 
of street cleansing and grounds 
maintenances services on behalf of the 
Council with an estimated contract value 
of £13,039k over the initial 8-year 
contract term; and

3. Tenderer A the Contract for the provision 
of bulking, hauling, sorting and 
reprocessing services for dry recyclables 
and green waste on behalf of the Council 
with an estimated contract value of 
£2,636k over the initial 8-year contract 
term.

4. Each contract shall be awarded for an 
initial period of eight (8) years (1 April 
2019 to 31 March 2027) with the option 
to extend by a further eight (8) years (1 
April 2027 to 31 March 2035).

5. Any non-service related amendments to 
these proposals are delegated to the 
Head of Community Services in 
consultation with the Head of Finance 
and the Portfolio Holder for 
Environmental Quality.  



Financial/resource implications This procurement has been structured to 
provide the Council with:

 Service levels that maintain customer 
satisfaction levels;

 Affordability savings of £323k in year 1 

 Reductions in the amount of growth in 
contract costs, as a result of wage 
growth, fuel price increases and general 
inflation, when compared with the current 
budget (similarly adjusted for pay and 
price increases) of £4,907k over the initial 
contract term;

 Optimum risk partition between the 
Council and the Contractor; and

 Value for money

 A total of £490k is forecasted to be spent 
on external advisory services up until 
contract award. This includes specialist 
technical, financial and legal advice 
required to support the procurement 
exercise. 

Legal / Governance Implications Procurement processes must comply with 
the European procurement rules and the 
Treaty obligations of transparency, equality 
of treatment and non-discrimination as well 
as the Council’s Contract Procedure Rules.
As the value of this contract is above the 
current European threshold (£164,176)1 the 
Public (Contracts) Regulations 2015 do 
apply.
The procurement exercise has been 
undertaken in line with Council’s financial 
regulations and all relevant legislation.  The 
Contract entered into by the Council and the 
Contractor shall set out the legal obligations 
of the Council and the Contractor.

1 Threshold for public services contract procurement procedures commencing 1 January 2016 to 31 December 2017



Community Safety Implications The Contractor shall be responsible for the 
safe operation of the grounds maintenance 
services they provide within the borough for 
the duration of the contract.

Health and Safety and Risk 
Management Implications

As above.

Equality Duty considered / Impact 
Assessment completed

Due consideration has been given to the 
impact that the procurement of the 
Contractor will have on those groups with 
protected characteristics as set out in the 
Equality Act 2010.  No disproportionate 
impact is anticipated.  Equality Impact 
Assessment is attached at Appendix 3.

Wards Affected All Wards

The contribution this decision 
would make to the Council’s 
priorities

Strengthening our Economy
Enhancing our Towns
Improving Health and Well-Being
Creating a Sustainable Business

Is this a Key Decision Yes

Portfolio Holder Cllr. Michael Heaslip

Lead Officer Charles Holmes, Head of Community 
Services, Charles.Holmes@allerdale.gov.uk

 

Report Implications (Please delete where applicable).

Community Safety N Employment (external to the Council) Y

Financial Y Employment (internal) N

Legal Y Partnership Y

Social Inclusion Y Asset Management N

Equality Duty Y Health and Safety Y

mailto:Charles.Holmes@allerdale.gov.uk


1 Outline

1.1 This report provides the background and context to the commissioning process 
undertaken and summarises key stages in the development and delivery of the 
strategy for the procurement of waste, recycling, street cleansing and grounds 
maintenance services, comprising:

1.1.1 Background to the project;

1.1.2 Commissioning of services;

1.1.3 Contract Notice;

1.1.4 Selection stage;

1.1.5 Detailed solution stage;

1.1.6 Refined solution stage;

1.1.7 Close of dialogue and call for final tenders;

1.1.8 Award timetable;

1.1.9 Services delivered as locally as possible;

1.1.10 Finance/resource implications;

1.1.11 Legal implications and risks;

1.1.12 Summary of options considered and;

1.1.13 Recommendations.

2 Background

2.1 In 2003, Allerdale Borough Council (the Council) awarded FCC Environment Ltd 
(FCC) a service partnering contract (Contract A) for waste and recycling 
collections and street cleansing services.  Contract A commenced on 1 April 
2003 for an initial period of 10 years (the Term) and stated that [the Term was] 
“extendable by mutual agreement between the Partners” subject to clause 13 
(Continuous Improvement and Performance Reviews) and clause 15 
(Termination).  In November 2012, Contract A was extended by mutual 
agreement from 31 March 2013 to 31 March 2019.

2.2 In December 2014, the Council awarded Cumbria Waste Management Ltd 
(CWM) a service contract (Contract B) for reprocessing of green waste.



2.3 In August 2015, the Council awarded Cumbria Waste Management Ltd (CWM) 
a service contract (Contract C) for the bulking, haulage, sorting and 
reprocessing of dry recyclables.

2.4 In February 2016, the Council awarded ISS a service contract (Contract D) for 
grounds maintenance and other associated works for a 3-year period from 1 
April 2016 until 31 March 2019.

2.5 Contracts A, B, C and D each expire on 31st March 2019 unless terminated at 
an earlier date in accordance with the provisions in the contract.  There is no 
option to extend any of these contracts beyond 31 March 2019.

3 Commissioning of services

3.1 The Council has a commercial focus and is committed to the delivery of high 
quality, sustainable services to the people and businesses of the area.  We take 
a commissioning approach in delivering the key services that are important to 
our communities.

3.2 The commissioning of waste and recycling, street cleansing and grounds 
maintenance services was undertaken as follows:

3.2.1 High level review of the current services design and performance;

3.2.2 Identification of potential interventions and their likely impact on 
service quality and cost;

3.2.3 Preliminary market consultation of potential service delivery models 
with potential service providers and other Councils; and

3.2.4 Recommendations as to the service design and delivery model that is 
most likely to meet the Council's quality and affordability criteria from 1 
April 2019 onwards.

3.3 The review of waste and recycling services was undertaken from June 2016 to 
October 2016, providing an in-depth appraisal of the current waste collection 
and recycling services.  A similar review was conducted on street cleansing 
services from January 2017 to April 2017.

3.4 Preliminary market consultations were undertaken in March 2017 to inform the 
development of the Outline Business Case for each of the services.  This 
included consultation with:

3.4.1 Contracting Authorities that operate a range of service delivery 
models; and



3.4.2 Economic operators that deliver waste and recycling collection, street 
cleansing and grounds maintenance services to other contracting 
authorities.

3.5 At a meeting of the Executive held on Wednesday 10 May 2017, the Head of 
Community Services submitted a report which sought Members to approve the 
procurement of performance-based services for waste and recycling collection, 
recycling processing, street cleansing and grounds maintenance services all of 
which would commence on 1 April 2019.

3.6 Several service delivery options had been considered including:

3.6.1 Option 1 – Contractor (outsourced);

3.6.2 Option 2 – Direct delivery (in-house);

3.6.3 Option 3 – LA trading company (service);

3.6.4 Option 4 – LA trading company (commercial);

3.6.5 Option 5 – Shared service (public-public); and

3.6.6 Option 6 – Shared service (public-private).

3.7 The report set out contractor services (Option 1) as the preferred service 
delivery model.  Members noted that, if the report was approved, it was possible 
the preferred option could change prior to the procurement of a service.

3.8 The Executive resolved that:

3.8.1 The report and results of the service delivery model option appraisal 
exercise be approved; and

3.8.2 The procurement of performance-based services (Option 1 – 
Contractor) for waste and recycling collection, recycling processing, 
street cleansing and grounds maintenance services, all of which would 
commence on 1 April 2019, be approved.

4 Contract Notice

4.1 Allerdale Borough Council (the "Council") published a Contract Notice (OJEU 
Contract Ref No: 2017/S 147-304482) in the Official Journal of the European 
Union on 03 August 2017 inviting expressions of interest from Potential 
Suppliers that would like to participate in the Project.

4.2 The Contract Notice was divided into three (3) Lots as follows:



4.2.1 Lot 1 - Waste and recycling collection services;

4.2.2 Lot 2 - Street cleansing and grounds maintenance services; and

4.2.3 Lot 3 - Bulking, hauling, sorting and reprocessing of dry recyclables 
and green waste.

5 Selection stage

5.1 Any Potential Supplier that registered an expression of interest via the Chest 
(the NW local authority procurement portal) received a Selection Questionnaire 
(SQ).  All SQs that were completed and submitted by the published deadline 
were evaluated in accordance with the evaluation methodology published in the 
SQ.  The Project Board approved the list of Potential Suppliers to be Invited to 
Participate in Dialogue (ITPD) for each Lot.

6 Invitation to Participate in Dialogue

6.1 The Invitation to Participate in Dialogue (ITPD) was issued by the Council in 
connection with a competitive procurement conducted in accordance with the 
Competitive Dialogue Procedure under Regulation 30 of the Public Contracts 
Regulations 2015.

7 Detailed Solutions Stage

7.1 The Council issued an Invitation to Submit Detailed Solutions (ISDS) to 
Participants that set out further details of the Detailed Solution Submission and 
the Evaluation Methodology to be applied to select the Detailed Solution 
Submission and Participants for the Refined Solution Stage of the Competitive 
Dialogue.

7.2 The Council held dialogue meetings with Participants over a 4-week period 
(19/02/18 to 16/03/18) to engage on their Solutions to facilitate the preparation 
of Detailed Solution Submissions that meet the Council's Requirements.

7.3 Participants submitted their Detailed Solution Submission on Friday 13 April 
2018, which were subsequently evaluated by the Council in accordance with the 
Evaluation Methodology published in the ISDS.

8 Refined Solutions Stage

8.1 During Refined Solution Stage, further dialogue was conducted with each 
Participant with the aim of refining, adjusting and improving the Detailed 
Solution Submission.

8.2 The Council requested that Participants submitted a Draft Final Tender before 
the close of dialogue to assist the Council in determining whether there was one 



or more Solution for each Lot capable of meeting the Council's requirements 
before the Council closed dialogue and issued the Call for Final Tenders.

9 Close of dialogue and Call for Final Tenders (CFT)

9.1 The Council closed dialogue and issued the CFT on 30 July 2018.  The 
submission deadline for Final Tenders was midday on Monday 10 September 
2018.

9.2 The Council has evaluated the Final Tenders in accordance with the Evaluation 
Methodology published in the CFT, the full results of which are provided in Part 
2 to this report.

10 Lot 1 Final Tender Submission Evaluation

10.1 The Lot 1 Final Tender Submission Score is provided in Table 1 below:

Table 1 (Lot 1 Final Tender Submission Score)

Criteria Tenderer B

Quality and deliverability 27.60

Business risk 5.00

Net Present Cost (“NPC”) 50.00

Lot 1 Final Tender Submission Score 82.60

10.2 It is recommended that Tenderer B is awarded Lot 1 as they are the highest 
scoring tenderer.

11 Key features of the highest scoring Lot 1 tender

11.1 A reliable, sustainable, high quality waste and recycling collection service.

11.2 The core collection service design shall feature:

11.2.1 Residual waste collected every week;

11.2.2 Commingled recyclables (i.e. glass, cans and plastic) collected every 2 
weeks using a 120-litre wheeled bin (wherever reasonably practicable) 
replacing single use purple sacks;

11.2.3 Paper and card collected every 4 weeks using a larger 240 litre 
wheeled bin (wherever reasonably practicable).  The existing 120-litre 
wheeled bin shall be reassigned for the collection of commingled 
recyclables (see paragraph 11.2.2 above); and



11.2.4 Garden waste collected every 2 weeks.

11.3 Contractor is committed to pay the Foundation Living Wage to all employees 
engaged in the provision of the services.

11.4 Introduction of an enhanced, integrated IT system including the use of in-cab 
technology to report exceptions and service changes in real-time to multiple 
users, including the Council.

11.5 Cost-effective, robust services which utilise the optimum number and range of 
resources.

11.6 A more environmentally sustainable collection service including the use of Euro 
VI vehicles and efficient routing to reduce vehicular emissions.

11.7 Enhanced social value in the local community from the outset, providing local 
jobs for local people and providing a service which is inclusive of people from all 
backgrounds and communities across Allerdale.

11.8 Automatic reverse braking and 360° cameras on the vehicle fleet will deliver a 
step change in Health and Safety.

11.9 Enhanced bulky waste and reuse service which delivers social value to a local 
third-sector enterprise, as well as maximising landfill diversion on the service.

11.10 An effective, tried and tested communications campaign, bespoke for Allerdale 
and its residents.

12 Lot 2 Final Tender Submission Evaluation

12.1 The Lot 2 Final Tender Submission Scores are provided in Table 2 below:

Table 2 (Lot 2 Final Tender Submission Scores)

Criteria Tenderer B Tenderer C

Quality and deliverability 28.00 24.00

Business risk 5.00 8.00

Net Present Cost (“NPC”) 39.68 50.00

Lot 2 Final Tender Submission Score 72.68 82.00

12.2 It is recommended that Tenderer C is awarded Lot 2 as they are the highest 
scoring tenderer.



13 Key features of the highest scoring Lot 2 tender

13.1 A holistic, flexible, sustainable and continuously improving street cleansing and 
grounds maintenance service to enhance the environment of the Borough.

13.2 An integrated street scene service combining street cleansing and grounds 
maintenance to meet or exceed the Council’s service requirements.

13.3 A safe, integrated street cleansing and grounds maintenance service with multi-
skilled teams which bring together experience and expertise within an 
innovative delivery model.

13.4 A daily street cleansing schedule with a staggered shift pattern to provide a 
street cleansing capability across the Zones between 0530 and 1830 hours 
featuring:

13.4.1 Early shift teams shall focus on Zone 1 areas and ensure that they are 
cleaned to Grade A standard by 0800 hours;

13.4.2 Morning to mid-afternoon shift teams shall also focus on Zone 1 areas 
but will then clean the Zone 2 and 3 areas;

13.4.3 Late shift team shall provide a cleansing service in the late afternoon 
and early evening to clean Zone 1 areas at the end of the working and 
shopping day when there is likely to be litter;

13.4.4 Multi-skilled teams shall undertake both street cleansing and grounds 
maintenance duties.  Tasks such as clearing litter and detritus are 
combined with dealing with weeds and maintaining flower beds, 
hedges and shrubs, so contributing to an enhanced street scene 
without duplicating resources under separate service lines; and

13.4.5 A rapid response capability shall be provided by a mobile team able to 
deal with street scene issues quickly.

13.4.6 Contractor is committed to pay the Foundation Living Wage to all 
employees engaged in the provision of the services. 

13.5 Deployment of a range of pedestrian, street and road sweepers to ensure 
routes are kept clean.

13.6 Provision of a grounds maintenance capability to ensure that the grounds 
across the Borough are delivered to a high standard.

13.7 Provision of specialist services, which include maintaining:

13.7.1 Cemeteries and preparing Graves;



13.7.2 Trees; and

13.7.3 Sports Pitches.

13.8 Integrated Service Management System (ISMS) solution shall incorporate a 
digital infrastructure with four enhanced benefits:

13.8.1 Workforce Scheduling;

13.8.2 Mobile Job Management;

13.8.3 Reporting; and

13.8.4 Analytics.

14 Lot 3 Final Tender Submission Evaluation

14.1 The Lot 3 Final Tender Submission Score is provided in Table 3 below:

Table 3 (Lot 3 Final Tender Submission Score)

Criteria Tenderer A

Quality and deliverability 20.25

Business risk 8.00

Net Present Cost (“NPC”) 60.00

Lot 3 Final Tender Submission Score 88.25

14.2 It is recommended that Tenderer A is awarded Lot 3 as they are the highest 
scoring tenderer.

15 Key features of highest scoring Lot 3 tender

15.1 Materials shall be delivered to the Waste Delivery Point for bulking up prior to 
onward transport for processing.  Other than the fibre (card and paper) which 
will be baled and dispatched direct to the off taker, all other material will be 
transferred to the Materials Recovery Facility (MRF) or the Composting Facility 
both of which are located in Cumbria.  All materials will be bulked up and a 
significant proportion will be processed within Cumbria, thus supporting the 
local economy.

15.2 Waste Delivery Point:

15.2.1 Capacity to handle 120 kTe p.a.;

15.2.2 Environmental permit; and



15.2.3 Flexibility to store/bale materials.

15.3 Material Recovery Facility (MRF):

15.3.1 Economies of scale;

15.3.2 Capacity to handle 70 kTe p.a.;

15.3.3 Environmental permit; and

15.3.4 Flexibility sort/store/bale materials.

15.4 Composting Facility:

15.4.1 PAS100:2011 accredited;

15.4.2 Peat free compost product produced;

15.4.3 Product sold to retail market; and

15.4.4 Capacity to compost 75 kTe p.a.

15.5 Following receipt at the Waste Delivery Point (unless taken directly to the MRF 
or Composting Facility instead), the materials shall be transferred as follows:

15.5.1 Paper and cardboard - will either be dispatched directly to the re-
processor as a loose mixed material or baled depending on the 
markets;

15.5.2 Mixed colour glass bottles and jars - will be dispatched directly to the 
re-processor;

15.5.3 Mixed plastic bottles, yogurt pots, margarine tubs, food trays - will 
either be dispatched direct or transferred to the MRF for further 
processing;

15.5.4 Mixed steel food cans and aluminium drink cans - will be transferred to 
the MRF for further processing;

15.5.5 Commingled material - consisting of i) mixed colour glass bottles and 
jars ii) mixed plastic bottles, yogurt pots, margarine tubs, food trays; 
and iii) mixed steel food cans and aluminium drink cans will be 
transferred to the MRF for processing; and

15.5.6 Garden waste - dispatched to the Composting Facility for processing.

15.6 Tenderer A’s relevant capabilities:



15.6.1 Transparency in material pricing;

15.6.2 Fast turnaround times of vehicles delivering to sites;

15.6.3 Secure outlets/offtakers despite changing markets;

15.6.4 Flexibility to adapt to changing customer requirements;

15.6.5 Bank holiday & weekend availability when required;

15.6.6 Accredited quality, H&S and environmental management systems;

15.6.7 Strong H&S management and culture;

15.6.8 Environmental compliance;

15.6.9 Full audit trails; and

15.6.10 Provision of accurate data and reports.

15.7 The key aspects of performance are as follows:

15.7.1 Fast vehicle turnaround times on site with new twin weighbridge being 
constructed;

15.7.2 Close to 100% recycling, with energy recovery for any non-recyclable 
contamination;

15.7.3 Sustainable product outlets, proven over the past 25 years of 
recycling;

15.7.4 Local, accessible senior management team;

15.7.5 PAS 100 accredited compost sold into retail market;

15.7.6 OHSAS 18001 accredited H&S system;

15.7.7 ISO 14001 accredited environmental management system;

15.7.8 ISO 9001 accredited quality management system; and

15.7.9 Clean compliance record.



16 Award timetable

16.1 Table 4 below contains key dates for the project programme:

Table 4 (Timetable)
Date Milestone
17 October 2018 Contract award decision

17 October 2018 Award decision notifications issued electronically
Standstill period commences

29 October 2018 Standstill period concludes
5 November 2018 Contract award
5 November 2018 Contract mobilisation begins
1 April 2019 Contract commencement date

17 Services delivered as locally as possible

17.1 The services shall be operated from the following locations:

17.1.1 Lot 1 – Waste and recycling collection services shall be operated from 
Solway House, Moss Bay Road, Workington, CA14 3XH;

17.1.2 Lot 2 – Street cleansing and grounds maintenance services shall be 
operated from Solway House, Moss Bay Road, Workington, CA14 
3XH; and

17.1.3 Lot 3 – Bulking, hauling, sorting and reprocessing services shall be 
operated from sites within the borough and the county.



18 Finance/resource implications

18.1 Expenditure on the waste, recycling, street cleaning and ground maintenance 
contracts represents a significant portion of the Council’s revenue budget.  In 
2018/19 forecast expenditure on these services of £5,440k represents around 
40% of the Council’s total net revenue budget.

18.2 An estimate of the budgetary impact of submitted tenders over the initial 8-year 
contract term is set out in Table 5 below.  This analysis shows across all three 
Lots, a potential budget saving in year one of £323k coupled with net annual 
growth of between £64k and £146k in year’s two to eight.  Further details 
relating to the budgetary impact of individual lots are provided in Appendix 1.

Table 5 – Estimated budgetary impact of over the initial contract term
Contract

year
Combined
Net ASC +
inflation1

Finance
costs
(Lot 1)

Total
cost

Annual
Budget
Growth/

(Savings)

Other
Related
Growth/

(Savings)

Total
Budget

(Saving)/
Growth

£000 £000 £000 £000 £000 £000
Current budget 5,440 70 -

1 2019/20 4,563 568 5,131 (309) (14) (323)
2 2020/21 4,696 555 5,251 120 (56) 64
3 2021/22 4,833 543 5,376 125 - 125
4 2022/23 4,973 530 5,503 127 - 127
5 2023/24 5,117 518 5,635 132 - 132
6 2024/25 5,266 506 5,772 137 - 137
7 2025/26 5,418 493 5,911 139 - 139
8 2026/27 5,575 482 6,057 146  - 146

40,441 4,195 44,636 617 (70) 547
1net of income from the sale of recyclable material

Combined annual service charge (ASC)

18.3 Based on the prices submitted by the preferred bidders the combined annual 
service charges for year one of the contracts is £4,563k.  This comprises:

18.3.1 Lot 1: £2,788k;

18.3.2 Lot 2: £1,497k (including estimated cost of a performance bond); and

18.3.3 Lot 3: £278k (£597k expenditure less estimated income from sale of 
recyclable material of £319k).

18.4 Under the proposed contracts the annual service charge is uplifted each year 
using prescribed indices to reflect wage growth, fuel price increases and 
general inflation (measured by the Consumer Price Index).  The expected 



increase in the combined annual service charge as a result of indexation is 
outlined in Table 6 below.

18.5 Based on current assumptions, indexation is expected to add between £133k 
and £157k to the annual service charge each year.  Over the initial 8-year 
contract term the cumulative impact of indexation is estimated at £3,900k.

18.6 For Lot 3 the costs for the bulking, hauling, sorting and reprocessing activities 
are based on the waste flow model tonnages for Lot 1 and the tendered rates 
submitted by the preferred bidder for Lot 3.

Income from recyclables

18.7 Income from the sale of recyclables (minus disposal of MRF rejects) is based 
on the following assumptions:

18.7.1 Lot 1 waste flow model provided by the preferred bidder for Lot 1;

18.7.2 MRF compositional analysis (Sep-17); and

18.7.3 Lot 3 tendered rates (indexed using Letsrecycle mid-point values for 
Jun-18) submitted by the preferred bidder for Lot 3.

18.8 It should however be noted that the volatility in market prices for recyclable 
materials makes accurate forecasting of this income stream inherently difficult.  
A fall in market prices for recyclable materials, below the levels assumed, would 
impact adversely on the income the Council receives from recyclable materials. 
This would, in turn, increase the net annual cost of recycling activities included 
in Lot 3 and the combined annual service charge shown in Table 5 and Table 6.

18.9 Given the volatility in prices for recyclable materials and the absence of any 
clear relationship between these prices and general measures of inflation, 
indexation has not been applied in calculating the forward projections for 
expected income from recyclables.

Table 6 – Impact on indexation on Annual Service Charges
Contract

year
Combined

ASC
(year 1)

Annual
Indexation

uplift

Cumulative
indexation

ASC incl.
cumulative
indexation

Income
from

recyclables

Combined
Net ASC

£000 £000 £000 £000 £000 £000
1 2019/20 4,882 - (319) 4,563
2 2020/21 4,882 133 133 5,015 (319) 4,696
3 2021/22 4,882 137 270 5,152 (319) 4,833
4 2022/23 4,882 140 410 5,292 (319) 4,973
5 2023/24 4,882 144 554 5,436 (319) 5,117
6 2024/25 4,882 149 703 5,585 (319) 5,266
7 2025/26 4,882 152 855 5,737 (319) 5,418
8 2026/27 4,882 157 1012 5,894 (319) 5,575

39,056 1,012 3,937 42,993 (2,552) 40,441



Finance costs (Lot 1)

18.10 To take advantage of the lower borrowing costs available to the Council in 
comparison with the Tenderer’s own cost of capital (4.5%), the tendered price 
for Lot 1 is based on the Council funding the acquisition of vehicles to be used 
in the provision of services under Lot 1 and for the wheeled bins related to the 
implementation of four-weekly paper and card collections (also Lot 1).

18.11 Work carried out at the Draft Final Tender stage indicated the use of prudential 
borrowing by the Council to fund the vehicle acquisition offered no clear 
financial benefit in year one of the contract.  However, over the initial 8-year 
contract term, the year on year reductions in the annual service charge 
generated from the use of Council borrowing to fund the vehicle acquisition 
would generate savings of over £700k.

18.12 Finance costs included in Table 5 comprise interest costs (at 2.6% to 2.7%) and 
MRP (the amount that must be set aside from revenue each year to repay 
borrowing) associated with the additional PWLB borrowing required to fund the 
acquisition of the vehicles and wheeled bins.  Finance costs are based on total 
vehicle acquisition costs of £3,171k and wheeled bin acquisition costs of £720k.

18.13 Interest costs have been estimated based on interest rate forecasts provided by 
the Council’s Treasury advisors.  However, interest rates charged by the PWLB 
remain volatile and subject to change.  Whilst the estimates of finance costs 
include an allowance to accommodate this continuing volatility it should 
nevertheless be noted that the actual interest rate payable by the Council will 
not be confirmed until the funds are drawn down.

18.14 The MRP charge is calculated in line with the Council's MRP policy and MHCLG 
guidance on MRP.  Interest costs are based on a borrowing term of 8-years for 
vehicles and 10-years for wheeled bins.  Loan repayments will be made on an 
equal instalment of principal basis over the borrowing term.

Annual budget growth/savings

18.15 The annual budget growth /savings in Table 5 comprise:

18.15.1 £309k in respect of the net budget reduction between the current 
budget for Lots 1, 2 and 3 of £5,440k and the expected year one 
annual service charge and finance costs of £5,131k;

18.15.2 The annual indexation uplift to reflect price inflation, wage growth and 
changes fuel costs; and

18.15.3 An annual reduction in finance costs reflecting the reduction interest 
costs as loan principal is repaid.



Other savings

18.16 Other savings/growth comprise:

18.16.1 Budget reduction of £70k from year one to reflect withdrawal of the 
Purple Bag scheme following roll out of the new recycling 
arrangements; and

18.16.2 Less one-off costs in year one for the distribution of new recycling bins 
(£40k) and acquisition of recycling containers (£16k).

Comparison with indexed current budget

18.17 The forecasts included in Table 5 show that over the initial 8-year contract term 
the total contract costs are £44,636k including indexation.

18.18 This compares with a current (unindexed) budget for Lots 1, 2 and 3 of  
£43,520k over the initial 8-year contract term. However, if the current budget is 
indexed to reflect pay and price increases at the same rate, the year eight 
budget would be £49,543k.  Therefore, providing a saving of £4,907k over the 
initial 8-year contract term compared with the current, indexed budget.

Procurement costs

18.19 Although parts of the contract have been subject to a competitive tendering 
exercise in recent years, this is the first time in over 15 years that waste and 
recycling collection services or street cleansing services have been out to 
tender.

18.20 Specialist technical, financial and legal advice have been procured to ensure the 
Council achieves a compliant and value for money service and the outcomes for 
residents for are achieved.  A total of £490k is forecasted to be spent on external 
advisory services up until contract award.  This represents approximately 9% of 
the 2018/19 budget for Lots 1, 2 and 3 of £5,440k and around 1.2% of the  
projected contract costs over the initial 8-year contract term of £40,441k.

19 Legal implications and risks

19.1 Procurement processes must comply with the European procurement rules and 
the Treaty obligations of transparency, equality of treatment and non-
discrimination as well as the Council’s Contract Procedure Rules.  As the value 
of this contract is above the current European threshold (£164,176)2 the Public 
Contracts Regulations 2015 do apply.

2 Threshold for public services contract procurement procedures commencing 1 January 2016 to 31 December 2017



19.2 The procurement exercise has been undertaken in line with Council’s financial 
regulations and all relevant legislation.  The Agreement entered into by the 
Council and the Contractor shall set out the legal obligations of the Council and 
the Contractor in relation to the operation of any market on behalf of the 
Council.

19.3 The need for flexibility in the contract is also of key consideration, as the future 
of waste and recycling is being heavily debated across the industry and in 
central government.  Ideas put forward by government to increase recycling and 
create consistency for the customer means that over the lifetime of an 8+8 year 
contract, there could be statutory duty changes as well as policy changes.  The 
Services Agreement allows for this flexibility going forward.

19.4 In making the decision to award the contracts, the Council reserves the right to 
further explore opportunities to refine and develop the services delivered, with a 
view to the provision of additional efficiencies and/ or service improvements. 
These service changes could be driven through either local need or national 
government policy and the Services Agreement allows for these opportunities to 
be fully explored and adopted throughout the term of the contract.

19.5 The Overview and Scrutiny Committee ran a task and finish group to follow the 
process of letting the contracts. The group gained an understanding of the 
processes involved, both in terms of the functional processes involved in 
dealing with the waste and recycling, and in the development of the process of 
bidders making their submissions.

19.6 The group then produced a report which was submitted to and approved by the 
Overview and Scrutiny Committee on 17 September 2018 (please refer to 
Appendix 2).

19.7 There are a number of key risks associated with the mobilisation period leading 
up to the contract commencement followed by a number of risks associated 
with the contract delivery through the initial 8-year term.  These are:

19.7.1 Procurement and commissioning of the vehicle fleet to deliver the 
requirements of the service.  This shall be mitigated through securing 
the delivery of the fleet through the Contractor;

19.7.2 The introduction of a modified recycling scheme for residents.  This 
shall be mitigated through a detailed communications plan including 
the provision of “pop-up” shops to explain and work-through with 
residents;

19.7.3 Change in government legislation providing a change in which the 
services are to be delivered, i.e. changes the way in which recycling is 



undertaken.  This shall be mitigated through the Services Agreement 
which includes the provision for service redesign.

19.7.4 The sales values of recyclates collected is volatile and will continue to 
fluctuate.  We shall seek to mitigate this through forecast modelling 
based on detailed knowledge of sector trends and market analysis.

20 Summary of options considered

20.1 Not to award the contracts, and seek to re-procure.  This option would 
necessitate additional procurement costs and not guarantee the provision of a 
better or more cost effective service than the recommended option proposed.

20.2 Not to award the contracts and provide an in-house service.  This option is not 
preferred as Allerdale is structured as a commissioning council and has a 
number of years’ experience of delivering high-quality services through well 
managed contract arrangements. Furthermore this option was considered 
previously by the Executive as outlined above in s.3.5 – 3.8.

21 Benefits of recommended option

21.1 In awarding the contracts to the highest scoring tenderers, the Council shall:

21.1.1 Deliver the continuation of a weekly residual waste collection service; 
the continued collection of Commingled Recyclables (i.e. glass, cans, 
and plastics) every fortnight whilst ceasing the use of the none-
recyclable purple bag; the collection of mixed paper and card every 4 
weeks; and the fortnightly collection of green garden waste;

21.1.2 Deliver an integrated street cleansing and grounds maintenance 
service provided by multi-skilled teams to enhance the environment of 
the Borough.  Tasks such as clearing litter and detritus are combined 
with dealing with weeds and maintaining flower beds, hedges and 
shrubs, so contributing to an enhanced street scene without 
duplicating resources under separate service lines; and

21.1.3 Appoint an experienced recycling company that shall provide the 
Council with a quality bulking, hauling and reprocessing capability, 
with transparency of materials pricing, provision of accurate data and 
reports and secure outlets/ offtakers for the sale of recyclates collected 
and reprocessed.

22 Recommendations

22.1 It is recommended that Members award:



22.1.1 Tenderer B the Contract for the provision of waste and recycling 
collection services on behalf of the Council with an estimated contract 
value of £24,766k over the initial 8-year contract term;

22.1.2 Tenderer C the Contract for the provision of street cleansing and 
grounds maintenances services on behalf of the Council with an 
estimated contract value of £13,039k over the initial 8-year contract 
term; and

22.1.3 Tenderer A the Contract for the provision of bulking, hauling, sorting 
and reprocessing services for dry recyclables and green waste on 
behalf of the Council with an estimated contract value of £2,636k over 
the initial 8-year contract term.

22.1.4 Each contract shall be awarded for an initial period of eight (8) years 
(1 April 2019 to 31 March 2027) with the option to extend by a further 
eight (8) years (1 April 2027 to 31 March 2035).

22.1.5 Any non-service related amendments to these proposals are 
delegated to the Head of Community Services in consultation with the 
Head of Finance and the Portfolio Holder for Environmental Quality.  

Charles Holmes
Head of Community Services


