
COMHAIRLE CATHRACH CHORCAI                                                          CORK CITY COUNCIL
Re:
Waste Collection Service
A  Ard-Mhéara agus Comhairleoirí,
Members will be aware since adoption of the Budget 2011 that I was progressing a review of the options for delivery of the waste collection service to the City Councils customers.

At Budget 2011, provision was made for the operation of a service by the Council at a budgeted loss of €1.8m, this being an increase of 700,000 over the 2010 budget for the service of a loss of €1.1m
Over the past number of months Members will be aware through the Environment Committee, Corporate Policy Group and Full Council meetings that a review of options was progressing and that this review included an assessment of the market interest in the delivery of the service. I also indicated that I had planned to brief Council by mid-year on the outcome of that review and the manner in which I would be arranging to deliver the service.
I now wish to advise Council that, having completed the review, I have reached agreement for the delivery of the service by Country Clean Recycling Ltd., The Mill, Castletownroche, Mallow, Co. Cork, a private waste collection company. This decision was reached following a review of the costs and revenues associated with continuing to deliver the service through our own collection system and an assessment of the market interest in the service through a competitive process. In reaching this decision the following sets out the main factors considered and the terms of the agreement reached.
Customers Numbers

The following table sets out the number of customers availing of the City Councils service over the past 6 years.
	Year
	2006
	2007
	2008
	2009
	2010
	2011

	Fixed Charge Waivers
	6,769
	6,434
	6,733
	6,671
	7,043
	7,144

	OAP Waivers
	4,940
	5,408
	5,559
	5,661
	5,661
	5,736

	Total Waivers
	11,709
	11,842
	12,292
	12,332
	12,704
	12,880

	Paying Customers
	23,452
	21,320
	19,485
	17,360
	14,639
	12,421

	Total Customers
	35,161
	33,162
	31,777
	29,692
	27,343
	25,301
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This loss of customers has been one of the most significant factors in leading to a deterioration of the financial model of the Councils service. It is clear that private competitors have made significant inroads to the customer base, eroding it primarily through price differentiation.   
The waste collection market in the region has consistently seen an increase in the number of service providers and in their level of activity in trying to win market share.  This has been, and would continue to be, increasing difficult to compete with.  Indeed, the Council has lost over 2,000 customers since the beginning of 2011. 
Finances of the service

Based on our current customer numbers, our pricing, and on our expectations of customer numbers into 2012. The following presents the headline figures for the finances of the service:

	Refuse Collection 
	Income & Expenditure
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	BUDGET
2011 
	Projected 2011
	Projected 2012*

	
	
	
	
	

	TOTAL  COSTS
	
	7,427,400
	7,327,400
	8,578,400

	
	
	
	
	

	TOTAL  INCOME
	
	5,631,900
	4,853,800
	3,760,300

	
	
	
	
	

	
	
	
	
	

	 NET COST 
	
	-1,795,500 
	-2,473,600 
	-4,818,100 

	
	
	
	
	

	* 2012 Projections are based on continuing decline in customers and includes cost of introducing separate bin for biodegradables


The above tables present the stark reality of the position that faces the Council both in trying to operate within the budgeted loss of €1.8m for 2011 and in trying to fund the delivery of a service in 2012. The 2012 projections take account of the need to introduce a third bin for the separate collection of biodegradable waste and a potential further loss of customers due to price competition.
· In order to stem the increase in losses in 2011 to try to stay within the adopted budgeted loss of 1.8m, there would be an immediate need to introduce a combination of the following:

· a charge of €75 for Old Age Pensioners for the remaining 6 months of the year and;
· an increase in the price per tag of €2 to €8 for a 240 litre bin and €5 for the smaller bin.  

The immediate need to introduce these charges would be likely to lead to continued customer decline through market pressures, thus compounding the financial difficulty that is faced for 2011.
In preparing a budget for 2012, the current financial projections indicate that the charge to customers would need to increase by up to 50% in order to contain next year’s budgeted loss at a similar level to 2011. This would make the service totally uncompetitive. 
 Future service delivery requirements
National and EU waste policy requires a significant reduction in biodegradable waste going to landfill over the next 5 years. Specific targets are required to be met by Ireland for the years 2013 and 2016 in order to comply with the EU Landfill Directive.

This would require the Council to begin the process of introducing a separate biodegradable waste collection service, requiring the introduction of an additional bin for same. This would require significant capital investment in modification of collection equipment, re-organising of routes and the possible committing of additional resources to the collection service to meet the collection regime that would be required. At a time of significant reduction in resources both human and financial, the Council would have great difficulty in delivering this service and it would lead to a further cost burden which is unlikely to be recoverable from customers in full.  
Staff Consultation
Staff members and Unions associated with the Waste Collection Service have been engaged in this process. They are fully participating in the necessary arrangements that will be made over the next number of weeks in order to ensure a smooth transition of the service to the private collector. Arrangements are being made to redeploy staff and staff who wish to voluntarily leave the employment of the City Council will be facilitated in so far as is possible.  It is important to note that there is no question of any staff redundancies being sought as part of this development.  
I wish to record the fact that over the years, the Council has received significant flexibility from staff in the continuous reorganisation of the collection service in order to meet service delivery requirements. As a result, the deterioration in the finances of the collection service cannot be attributed to any staff flexibility matters. 

Waivers
The City Council has provided either full or partial waivers to 12,880 customers. Council has lobbied central government consistently for a national waiver scheme, operated centrally and should continue to do so.

Significant income has been generated through the introduction of VAT and increased landfill levies over recent years and this would have provided the opportunity for this additional finance to the central exchequer to fund a waiver system. In this regard, I note the Programme for Government makes reference to the possible introduction of a public service obligation that would include a fee waiver scheme for low-income householders in the context of the regulation of the waste collection market nationally.    
Arrangements for the transfer of the service to Country Clean Recycling Ltd.
The following are the key elements of the arrangements:

· Country Clean Recycling will take over the collection of all customers from the 15th August 2011.  
· There will be no immediate change to the existing collection methods or collection routes. 

· Existing customers will continue to present their waste in the normal manner.
· Country Clean Recycling will honour existing waiver arrangements until the 15th April 2013.

· All customers will be written to by the City Council during this week to advise them of the change. A “Frequently Asked Questions” leaflet will be included. All information will also be posted on the Councils website.
· The City Council will operate a freefone Information Line for customers from 10.30 a.m. to 4.00 p.m. Monday to Friday until 8th July 2011 to answer customer queries. This number is 1800 283 034
· Country Clean Recycling will issue an “Information Pack” to all customers over the coming weeks listing customer care phone numbers and other details of their collection service.
Conclusion

The decision taken to withdraw from the collection of refuse in the city was not taken lightly. The Council’s collection system has been part of a positive engagement between local communities and the Council for many years. Withdrawal from the service is however the most appropriate decision considering:

· The increasing losses in 2011, the future projections for the Councils service in 2012 and the capacity of the private sector to deliver a comparable service.  

· The fact that Council could not deliver a service at competitive rates in 2012. This would inevitably result in the Councils customer base being decimated.

· Decimation of the Councils customer base would lead to no opportunity for an orderly withdrawal from the collection of waste and with no opportunity for Council to organise a successful transfer of the service to a private operator.  

· The opportunity to redeploy the remaining staff that will continue to be in the Councils employment seeing that no compulsory redundancies are being sought. This will assist somewhat, in assisting areas under pressure from staff reductions over the past two years, and future reductions likely by year end and in 2012.

· That all Old Age Pensioners will continue to receive a full waiver of the collection fee up to 15th April 2013, this being something that I could not continue with if Council were to continue delivering the service.
The value derived from the transfer of the service is in the order of €9.4m being a combination of the value of the existing waiver arrangements being continued by the new service provider up to 15th April 2013, the value of losses avoided in 2011 and a financial consideration by the company taking over the service.  It is important also to recognise there is an element of job creation in this arrangement in that the new service provider will need to resource the collection of waste from over 25,000 households.   

Members will appreciate the commercial sensitivity of this information in a very competitive market place.  There is a transition period and the actual handover date is August 15th next.   After that date, I am happy to share the specifics of the financial arrangements with Members, in Committee.    In the interim, I confirm that I am satisfied that this transaction represents excellent value for money for the City Council.

TIM LUCEY,

CITY MANAGER

27th June, 2011.
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