
NORTH LANARKSHIRE COUNCIL 

COMMITTEE 

From: HEAD OF LAND SERVICES 

Date: 19 MARCH 2009 Ref KWNVBIHM 

REPORT 

PERFORMANCE - SHANKS WASTE 
MANAGEMENT LIMITED 

bo: ENVIRONMENTAL SERVICES ISubiect: RECYCLING CONTRACT 1 

1. PURPOSE OF REPORT 

1.1 The purpose of this report is to highlight the performance of the above Contract since its 
introduction in June 2008, to highlight current pressures on the recycling sector in 
general and to consider the approach from Shanks Waste Management Limited for a 
variation in the schedule of gate fees payable for material delivered to their facilities. 

2. BACKGROUND 

2.1 Following the award of the contract for the processing of blue bin recycled material to 
Shanks Wastes Management Limited on 3 April 2008, the Council has been delivering 
material to their facility at Blochairn in Glasgow. 

2.2 This contract, which is scheduled to expire on 31 March 2013 was for a minimum of 8000 
tonnes and a maximum of 16000 tonnes to be delivered annually, for which a gate fee of 
fl5/tonne would be payable. When the flatted property systems are introduced this 
month, it is anticipated that due to the greater than predicted take up of the scheme, there 
will be an estimated total of 25,000 tonnes being generated annually under the blue bin 
scheme. The processor indicated that they would be willing to accept additional tonnage 
in excess of the contracted 16,000 tonnes at the same gate fee. 

2.3 Since October 2008, the recycling sector, in global terms, has seen an unprecedented 
decline in activity and demand for material has consequently dropped significantly. The 
principal factors responsible for the decline have been the general economic downturn 
coupled with depressed markets in the Far East in particular. The resultant impact at 
service and processor level has seen prices for recyclate depress where some have 
actually moved into negative value, and processors can demand higher quality streams 
only, meaning that there is no effective out for some poorer grade streams. 

2.4 At a meeting in December 2008, Shanks Waste Management Limited made this 
development clear to North Lanarkshire Council, advising that due to the decline in outlets 
for the recyclate, the gate fee payable was not covering their costs for the processing and 
in some cases they were unable to identify outlets for the material. Discussions have 
been entered into with Shanks Waste Management Limited with a view to assisting the 
processor where possible whilst at the same time safeguarding the Council’s interests and 



ensuring that the contract is delivered at the averaged rate of f15 per tonne over the 
duration of the contract. 

2.5 When undertaking any recycling initiative, it is important that the public have confidence in 
the scheme and feel assured that it will be in place for many years. It is therefore 
imperative that the Council makes every effort, while safeguarding public funds, to ensure 
that this contract continues to operate as successfully as it has until this point. 

3. SUSTAINABILITY IMPLICATIONS 

3.1 It should be noted that Shanks Waste Management Limited have agreed to accept 
material over and above the 16,000 tonne contractual ceiling. If they were to limit the 
Council in 2009 to this tonnage, it is likely that 9000 tonnes of recyclate would then be 
offered to the open market. Indications are that a gate fee of around f40ltonne would 
currently be payable. 

3.2 Whilst no current evidence of recovery of the recycling sector in general is evident in 
terms of pricing structure or demand, there are indications that the situation may improve 
towards the end of 2009. 

3.3 The diversion of the 25,000 tonnes of material now underpins the Council’s requirement 
to meet the statutory targets for waste diversion from landfill. Any deterioration in the rate 
of recycling would therefore impact negatively on both the Zero Waste and Carbon 
Reduction commitments. 

3.4 In order to assist with material processing, Council vehicles currently deliver the material 
to both Blochairn in Glasgow and Broxburn in West Lothian. This is a temporary 
arrangement and it is not thought that this diversion will be required in the longer term. 

4. PROPOSALS / CONSIDERATIONS 

4.1 As a result of the ongoing discussions with Shanks Waste Management Limited, and 
following consultation with the Procurement, Legal and Financial sections of the Council, 
it is proposed that the following variation to the payments made to Shanks are introduced: 

a) The gate fee payable from 1 January 2009 will be set at a rate of f35/tonne, 

b) The contract rate of f 15/tonne will be reintroduced with effect from 24 June 2009 or the 
date on which a total of 12,500 tonnes is delivered, whichever date occurs earlier. This 
in effect caps advanced gate fee at f250,OOO. 

c) The Council will deliver material to the processor at zero gate fees from 27 June 2010 
until the date on which the tonnage delivered equates to the advanced gate fee 
accrued in terms of paragraph b) above, following which the contract rate of f 15 per 
tonne will apply. 

d) The proposal will be agreed subject to a Parent Company Guarantee by Shanks Group 
plc being provided to North Lanarkshire Council. 

e) The contract will be delivered at the same averaged rate of f15 per tonne as 
contracted for. 



9 The recycling rates within the contract will be maintained in order to ensure the Council 
against the possibility of LATS penalties for excessive landfilling of waste. 

5. CORPORATE CONSIDERATIONS 

5.1 The proposals outlined above have been considered by officers from Legal Services, 
Finance and Procurement. 

6. RECOMMENDATIONS 

6.1 The Committee notes the report and approves that the actions outlined in Section 4 above 
are progressed. 

Kenneth Wilson 
HEAD OF LAND SERVICES 

For further information please contact Ken Wilson, Head of Land Services, 0141 304 1874 


