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2.
BACKGROUND
2.1 Previous reports to this Committee have outlined the need to comply with the Pollution Prevention and Control (IPPC) Regulations (2000) in relation to the requirements to abate mercury emissions from crematoria by the end of 2012. 

2.2 Whilst options were being investigated about how the Council can comply with the regulations, the Council has included a specific element in its fees and charges that has allowed a contingency fund to be accumulated that will be a specific source of funding to either help finance some of the required capital investment in new equipment or help deal with the ‘levy’ that will be charged if the Council chooses not to abate.
2.3 The three existing cremators and associated crematory equipment were installed in 1994. They are now reaching the end of their life, and are in need of replacement. As such it makes sense to consider whether their replacements should have the capacity to deal with the requirements of the IPPC regulations. 
2.4 There are also a number of other changes that are considered desirable in relation to the future operation of the crematorium service. If these were to be undertaken it would make sense to do them at the same time as the new cremators were being installed – this would both reduce the impact of the required works on the service and be beneficial in financial terms.

2.5 The contents of this report will be discussed at the meeting of the Executive Committee in September. Any comments that this committee has on the options being considered will be reported to the Executive for their consideration.
3. INFORMATION
Mercury Abatement
3.1 The Council must choose to either install equipment that complies with the IPPC regulations 2000 (in relation to mercury abatement) or in effect pay a levy through the CAMEO scheme.
3.2 To remind members, the CAMEO scheme operates on the basis that since the requirement to reduce mercury emissions by 50% is a national one, then the burden of the cost of abatement is shared between all cremation authorities. CAMEO as the only nationally recognised burden sharing scheme is able to provide the authority with nationally agreed costs for abated cremations and a nationally agreed income from trading them with those authorities that have not abated. DEFRA have recognised the CAMEO scheme as an acceptable way to manage this process, should an authority decide to not install abatement equipment.
3.3 The council will therefore either join the CAMEO scheme as a seller of credits or a buyer of them. If the Council buys credits, there will be a strain on the revenue stream from the crematorium; if we have carried out the abatement in order to be a seller of credits, this will maximise our income into the future. 

3.4 In the meantime, the Council has been building up a reserve amounting to £480,000 by 2011/12, which would either go toward the costs of abatement, or pay for the purchase of credits if we were not to abate. Utilising the money on abatement would both reduce the additional capital strain on the Council of abatement and reduce the revenue strain in the future, (as shown in the table under 3.7).   

3.5 Given that the Council will need to replace its cremators in the near future, it makes sense to decide whether the replacement cremators should be procured on the basis that they will meet the IPPC regulations.
3.6 The Council has been advised that replacing the existing three cremators with two more modern and more efficient cremators would in effect enable the same level of capacity to be serviced. This would give the Council sufficient capacity at the present time but a third cremator would be required in the future to deal with population growth and/or possible increased demand for the service.

3.7 If the Council installed two new cremators with the necessary abatement equipment, it would also need to do some building works to house and service the new equipment, upgrade the electricity supply and install additional chilled storage facilities. The following table gives an outline of the estimated costs;
	
	Two new cremators (without abatement equipment)

£000
	Two new cremators (with abatement equipment)

£000
	Three new cremators (with abatement equipment)

£000

	A) CAPITAL COSTS
	
	
	

	Cremator Replacement 
	500
	500
	750

	Abatement Equipment
	0
	300
	450

	Building Works
	0
	400
	400

	Electricity Supply Upgrade
	50
	50
	50

	Improved storage facilities 
	0
	100
	100

	Capital Expenditure Total
	550
	1,350
	1,750

	Financed by;

Mercury Abatement Reserve
Capital receipts / Borrowing


	0

550


	480

870


	480

1,270



	B) REVENUE COSTS
	
	
	

	Est CAMEO Contribution (in lieu of abatement)
	125
	0
	0

	Financing Costs
	36
	56
	82

	Revenue Expenditure Total
	161
	56
	82


3.8 Based on the above, the officer’s recommendation to the Executive will be to install two new cremators with abatement equipment. This will provide the equipment that is needed to run the service, meet the mercury abatement regulations, and have a significant positive revenue impact on the Councils budget. The Council would not need to set-aside sums for in-lieu abatement contributions and would also legitimately be able to use its Mercury abatement reserve to help offset the capital costs. There would be an annual revenue budget saving of around £105,000.
3.9 The works required to install the new equipment would also provide the facilities and amenities to allow a third cremator to be installed in the future. In addition, the building works would also provide some flexibility to facilitate some other service changes (see next section) that would improve the service offering at the crematorium at the same time as providing some additional income generating facilities.
Other Service Changes

3.10 In addition to the replacement cremators , there are a number of other issues within the service that need to be addressed to ensure that the Council continues to offer a high quality experience to service users whilst also ensuring that our market share and income levels remains buoyant.
3.11 The existing chapel facilities are regularly stretched to capacity and are becoming increasingly unable to cope with the number of people attending services. This has resulted in people not being able to gain entry to the chapel to attend services, which is clearly unsatisfactory. The equipment used in the chapel no longer meets the requests of customers in relation to audio / visual requests.
3.12 The following changes will be proposed to the Executive for consideration;

	
	£000

	A) CAPITAL
	

	Chapel Upgrade
	85

	Refurbishment of East Lodge
	40

	Total
	125

	B) REVENUE
	

	Financing Costs
	8


3.13 If the above improvements are to be undertaken, it makes sense to do this at the same time as the cremators are being replaced. Officers are of the view that the upgrade of the chapel facilities will generate additional income when compared to the present offering and will also position the overall service offering in a much favourable light when compared to other crematoriums in the region. The additional income that will be generated will be significantly greater than the £8,000 financing costs and therefore this will also be beneficial to council’s revenue budget. The refurbishment of the East Lodge will provide an improved facility for the crematorium and provide the opportunity to have a franchise type operator providing additional facilities for customers (eg, a florist). This will also provide a rental stream for the council.
3.14 In view of the opportunity presented to address both the requirements of legislation and to improve facilities at the crematorium, building in the ability to deal with growth in population, the improvements outlined in this report will be recommended to Executive. It presents a sensible and economic way to improve an already valuable service, meet legislative requirements, protect the Council’s asset going forward, and make a positive financial contribution to the Councils budget.
4. CONSULTATION AND CUSTOMER IMPACT
4.1 Funeral directors are being consulted on the proposals. Their comments will be fed back verbally to the Committee. 
4.2 The improvements to the crematorium building and additional services will provide a better, more modern offer to service users. It is likely that there will be some disruption to service users during key stages of the project. This will be managed and minimised where possible.

5. POLICY IMPLICATIONS

5.1 The Council will be fulfilling its obligations under the IPPC Regulations, investing in a valuable asset, show leadership in tackling environmental issues, and make a positive contribution to the Councils revenue budget position (in line with the Councils medium term financial strategy).
6. USE OF RESOURCES
6.1 The tables included at sections 3.5 and 3.10 details the estimated financial implications of the proposed scheme.
6.2 Taken as a whole package, the suggested scheme will allow the Council to comply with regulations, improve its service offering (including the potential to generate additional income), enhance an existing asset, and also make a positive contribute to the Councils budget. The installation of new cremators (with abatement equipment) will have a positive impact in the region of £105,000 per annum on the Councils revenue budget. The other changes will also generate income significantly in excess of the £8,000 financing costs.
7. HUMAN RESOURCE IMPLICATIONS

7.1
There are no human resource issues
8. LEGAL IMPLICATIONS

8.1 Fitting mercury abatement equipment meets the Councils legal requirements under the IPPC Regulations. All procurement will be carried out in accordance with the Council’s Standing Orders.  
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PURPOSE OF REPORT


To advise Members of the actions proposed to meet the Government’s mercury abatement requirements and achieve improvements to the service





9.	RECOMMENDATION


That Members endorse the actions outlined in this report and / or submit comments to the Executive for consideration.









