Minisiry for the

Environment

Manatn Mo Te Talac

PO Box 10362, Wellington 6143
Website: www.mfe.govt.nz
Freephone: 0800 499 700

| refer to your official information request dated 5 March 2018 for:

“A copy of the advice MfE supplied to MBIE on the West Coast's proposed waste to energy plant on 21/22
Feb.

A copy of the advice the Ministry supplied to the former Environment Minister Nick Smith on the waste to
energy project.

A copy of any internallexternal correspondence from 2017 discussing Mr Gallagher being subject to
SFO/SSC enguiries”

The attached table lists the documents which contain information in scope of your request and notes any
OIA provisions that have been applied.

A single email containing information comprising the Ministry’s advice to MBIE is released in fulland is
enclosed.

Two briefing notes containing the Panel’s advice to the former Minister for the Environment are released in
part. The information being withheld is in relation to Section 9(2)(a) of the Official Information Act (OlA), to
protect the privacy of natural persons. | do not consider that public interest outweighs the need to
withhold this information.

We were unable to find any internal or external correspondence during 2017 in relation to the investigation
by the Serious Fraud Office (SFO) and State Services Commission (SSC) on Mr Gallagher, former Director of
Renew Energy, and therefore do not have anything to release.

Under section 28(3) of the OIA, you have the right to seek an investigation and review by the Ombudsman
of this decision. Information about how to make a complaint is available at
www.ombudsman.parliament.nz or freephone 0800 802 602.

If you wish to discuss this decision, please feel free to email me at Shaun.Lewis@mfe.govt.nz.

Naku noa, na

ChautfswiS
Director, Mana Honohono Partnerships and Investments
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Executive Summary

;

This briefing note seeks your decisiohs on applications for funding to the Qctober 2015
round of the Waste Minimisation Fund. This round focused on securing markets for end-
of-life tyres but was also open. to ‘applications that met the eligibility criteria.

The Ministry received 43 eligible applications requesting a combined $42.3 million in
funding towards total‘project costs of approximately $116.7 million. Twenty-five
applications were focused on tyres.

The statutory degision making power to award funding to waste minimisation projects
rests with you. as Minister for the Environment under section 38 of the Waste

Minimisation-Act 2008.

. We recommend funding 16 applications (12 of these are tyre specific projects), up to a

maximum of $7.6 million towards total project costs of over $36 million. We also
recommend declining the remaining 27 applications.

Following your decisions, we will:
advise both successful and unsuccessful applicants of the outcome

enter into negotiations with successful applicants to agree on the final scope of the
project plan and conditions of the deed of funding

advise you of opportunities to announce the successful applicants.




Background

6.

The Waste Minimisation Fund (WMF) was established under the Waste Minimisation
Act 2008 (the Act). The Act’'s purpose is to encourage a reduction in the amount of
waste generated and disposed of in New Zealand in order to protect the environment
from harm and provide economic, environmental, social and cultural benefits.

Under the Act, a $10 per tonne (excluding GST) waste disposal levy is applied to all
waste disposed of at the 48 landfills that accept household waste. The WMF is funded
from a portion of the levy collected. Approximately $13 million is available annually to
fund waste minimisation projects.

The amount of funding available for WMF projects is based on the amount of levy
revenue collected, less the amount committed to WMF projects. At 31 December 2015,
the amount available \fyas $14.3 million.

To date over $65 million has been awarded to more than 120 projects. Funding has
been primarily allocated to projects via contestable funding rounds. A number of other
projects have been funded outside the contestable funding rounds, for example the TV
Takeback programme and the KPMG report investigating the barriers to tyre recycling
in New Zealand.

The application assessment process

10. Under section 38 of the Act, the statutory decision-making power to award funding to

11.

waste minimisation projects rests with you as Minister for the Environment. However, an
independent panel convenes prior to your degision to assess all applications against the
WMF Criteria (Appendix 1). The Criteria \covers the extent to which projects will
minimise waste to landfill and reduce harm-to the environment as well as the applicant’s
demonstrated ability to deliver the project.

In 2014 the previous Minister_for the Environment appointed the current WMF
assessment panel (the panel)for a three year term. The appointed panel has expér‘ﬁée
fhat covers waste, business, legal and finance sectors. For the October 2015 round the
panel was made up of four external voting members, two Ministry voting members and
a non-voting chair-(provided by the Ministry).

Situation Analysis

Targeted funding round — October 2015

12. In May 2015, KPMG completed their report investigating barriers to tyre recycling in

New Zealand. KPMG’s analysis highlighted that the recovery of tyres for recycling in
New Zealand is hampered by three principle barriers:

[.  limited markets for recycled products;

Il.  business model requires scale — no local track record for alternative end uses for
recycled products and businesses require large up-front capital investment; and

Ill.  insufficient funding in the absence of markets — consumers pay a sufficient
disposal fee but tyre retailers are not passing this on to the collectors and
processors, instead seeking the cheapest form of disposal and retaining the
remainder of the disposal fee as profit.

13. We provided advice to you in July 2015 (Briefing Note 15-B-01212) recommending you

agree to target funding towards growing markets for using end-of-life tyres through the




WMF. Following your approval the funding round was open for applications from 21
October to 11 November 2015.

14. Specific guidance was provided to applicants on the Ministry website explaining that we
were looking for “applications focussed on securing markets for end-of-life tyres. These
applications must meet the following requirements:

o Applications for investigative projects (e.g. research or trials) must demonstrate how
the project will grow markets for end-of-life tyres, either by expanding existing
markets or establishing new outlets for end-of-life tyres or tyre products.

e Applications for all other projects (e.g. infrastructure) must demonstrate that the
supply of tyres and associated end markets are confirmed.”

15. Although targeted towards tyres, the funding round did not exclude other applications
that met the WMF criteria. The Ministry received 43 eligible applications, requesting a
combined $42.3 million in funding. Twenty-five applications were related to tyres,
requesting up to $34.4 million. A breakdown of the application types.is provided in Table
1 below, with further details available in appendices 2 and 3.

Table 1 - Targeted WMF Round — October 2015

Waste Stream Application Type Applicqtibns Re't;¢§§?éd Total WMF requested*
Tyres Feasibility or investigative 11 $1,150,000
Infrastructure or Services 14 $33,275,000
Other Education and awareness 3 $844,000
Feasibility or investigative 4 $422,000
Infrastructure or Services 11 $6,641,000
TOTAL 43 $42,332,000

*rounded to nearest $1,000

16. Of the 25 tyre applications received, 11 were for Feasibility or Investigative projects and
the remaining 14 were for Infrastructure or Services projects. These can be broken
down into six main-categories (see Figure 1 below). '

Figure 1. WMF applications - end-of-life tyres

m Infrastructure - pyrolysis

o Infrastructure - TDF (export & onshore)

# Infrastructure - products using whole tyres
or rubber crumb
H Feasibility - construction

W Feasibility - roading
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Advice -

17.

18.

The panel assessed all 43 applications and recommendgxﬁwg;n16 applicati )
(Appendix 2) and declining the remaining 27 applications (Appendi Of the

applications recommended for funding, 14 will have specific funding condltlons and/or
reduced funding. The panel also recommended combining two applications from the
same organisation into one project — making a total of 15 projects recommended for

funding.

The panel reached consensus on all its recommendations and we consider that the
panel undertook a rigorous assessment of applications, including full consideration of
the WMF criteria.

Tyre Feasibility applications recommended for funding

19,

20.

The Feasibility applications were required to ‘demonstrate how the project will grow
markets for end-of-life tyres, either by expanding existing markets or establishing new
outlets for end-of-life tyres or tyre products’.

Feasibility studies recommended for funding include the Fulton Hagan application which
is working on developing stable binders and reducing odours to- allow use of rubber
crumb in roads. This application also aligns well with the_ New Zealand Transport
Agency (NZTA) report recommendation on tyre-derived rubber in roads — published
November 2015. Three applications from Scion are.recommended for funding. One of
these also relates to using tyre rubber in roads, Which may have synergies with the
Fulton Hogan project. The second one proposes using rubber in medium density
fibreboards (MDF), and the third study looks-to develop a building product that will
i@stic properties. Waiariki Institute of Technology has two applications
recommended for funding. One aims.to.research the use of tyre rubber in permeable
driveway matting, and the second.application is to assess the feasibility of using tyre
rubber in thermal insulation for buildings. These two applications are recommended to
be rolled into one project.

Tyre Infrastructure or Services ‘applications recommended for funding

21,

The Infrastructure or.Services tyre applications were required to ‘demonstrate that the
supply of tyres and associated end markets are confirmed’. These applications fall into
three broad categories:

l. establishment or expansion of pyrolysis (or gasification) plants in New Zealand

1. collection of tyres and export for tyre derived fuel (TDF), or onshore TDF
development

Il. use of whole tyres or rubber crumb in construction projects

Pyrolysis Plants

22.

The Ministry received seven applications requesting funding to develop new or expand
existing pyrolysis plants and one application for a gasification plant. Pyrolysis and
gasification use thermal treatment to process whole tyres into energy in the form of gas,
oil or steam and results in end products such as steel and carbon char. These products
typically compete on the international commodity market. Global price fluctuations can
impact on the economic viability of these plants. These applications generally did not
sufficiently demonstrate the feasibility of the process or provide evidence of either
supply of tyres or markets for the end products. We consider there is a risk that
approving funding for these projects could result in an increase in tyre stockpiling. After




y

Y

considering each application on its merits the panel recommended funding for only one
pyrolysis project (see Appendix 2).

Tyre Derived Fuel _
23. Pacific Rubber is seeking $3.8-million in funding to expand their tyre collection service

into the lower North and South Islands. The application from Pacific Rubber confirmed
that the tyres collected would be exported as TDF to India to be used in
LafargeHolcim’s cement kiln. At present there are no New Zealand users of TDF. We
endorse the panel’s recommendation to approve their funding request. Approving the
Pacific Rubber application would allow a significant tyre collection network to be
established and provide TDF to a New Zealand user should one emerge in the future.
To complement the Pacific Rubber application, the panel supported in principle funding
towards Fletcher Concrete and Infrastructure (Fletchers) for their project ‘to-install
ec}ﬂipment capable of using TDF at their Golden Bay Cement kiln. Although the
application was not strong enough for the panel to be confident to fund the full $14.7
million requested for the plant, the panel recommends funding yeaf onée at a reduced
amount. Fletchers can then come back to the WMF with a proven business case, ready
for the next step in developing an onshore facility capable of taking TDF.

Projects using whole tyres or rubber crumb
24. The remaining tyre infrastructure projects recommended for funding have the ability to

take and use end-of-life tyres in products, which the-applicants are already producing.
These are the EcoRubber project and the EcoRetainer pl‘OjeCt EcoRubber will expand
their current operations to take more rubber efumb to use in producing underlay.
EcoRetainer builds interlocking concrete blocks with a bale of 110 compressed car tyres
as its core. EcoRetainer request funding”to move from concept stage (they have
produced 13 blocks for demonstration purposes) to full commercialisation.

Implications on wider tyre picture
25. For the projects that are already set up to take tyres (Pacific Rubber, EcoRubber and

EcoRetainer) their combined efforts could divert up to 34,300 tonnes of tyres per annum

\/ |

by the end of their funding period. While this may notm all of New Zealand's
end-of-life tyres (appm,ooo tonnes are generated per annum, of which
15,000 tonnes are estimated to be recycled), work undertaken in the feasibility
applications.recommended for funding may open up new end markets and enable a
greater level,of tyre recycling.

Recommendations for non-tyre applications to the October 2015 round
26. Forthe 18 applications relating to waste streams other than tyres, the panel

recommended the following five applications with a total WMF contribution of $1.59
million;
[.  EnviroNZ — Fertiliser Bulk Bag Plastic Extrusion Plant
Il. 3R Group — Mattress Stewardship Programme Implementation Phase
lll.  Green Vision Recycling Limited — Catch Pit (stormwater) Waste Recycling and
Beneficiation
IV.  Goodwood Limited — Trommel Screen for increased wood waste recycling
V.  Kilmarnock Enterprises Limited — E-waste recycling for social value

w@’
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27.

The applications that have not been recommended for funding either offer a low level of
benefit, have not demonstrated the technical or commercial feasibility of their proposal,
or the applicant did not sufficiently demonstrate their ability to deliver the project.

Decision making

28.

29.

30.

Applications recommended for funding, including any conditions of funding, are
presented for your decision in Appendix 2. Applications not recommended are
presented for your decision in Appendix 3. Full applications and supporting information
can be provided upon request.

We endorse the panel’'s recommendations and recommend that you approve the 16
applications for funding up to a maximum of $7.6 million towards total project costs of
up to $36.4 million. Based on future levies collected, funding these projects will leave a
minimum of $10 million available for the May 2016 funding round.

We recommend offers of funding expire six months from the date that-the. applicant is
notified of your decision. By this date it is expected that project plans will-be completed
and deeds of funding signed. We consider this sufficient time for applicants to agree
project plans and deeds of funding, and has previously been &ffective in ensuring the
timely commencement of projects.

Risks and Mitigations

31.

32.

33.

34.

35

The panel conducts a rigorous assessment of all applications against the WMF Criteria.
If a project is funded against the panel’'s recommendation, there is an increased risk
that a project will either not support the intended outcomes of the WMF or not meet its
stated objectives.

The panel has recommended funding the Pacific Rubber application to collect and
export the tyres as TDF to India:-"There may be a negative perception that the New
Zealand government endorses.exporting our problem wastes.

Tyres are not considered a hazardous waste, and are not subject to the Basel
Convention, which<was established to protect human health and the environment
against the adverse effects of hazardous wastes. Tyres are a globally traded
commodity. Pacific Rubber aims to establish a collection and processing network in
both the Nerth and South Islands, and if an onshore solution becomes available they
will be primed to access that. In the meantime there are no current solutions within New
Zealand that are set up to take the quantity of end-of-life tyres currently destined for
disposal each year.

To encourage onshore TDF the panel recommended part funding towards Fletcher's
Golden Bay Cement kiln application. The panel also recommended a number of
feasibility and investigative studies that could produce further end-markets to enable
recycling of tyres within New Zealand e.g. using tyre rubber in roads.

Following your decisions, successful applicants will undergo independent third party
due diligence checks to measure their ability to deliver their respective projects prior to
entering into a deed of funding. All WMF projects can be subject to compliance checks
or audits within the life of a project.




Legal requirement

36.

Under section 38 of the Act you may approve funding of projects to promote or achieve
waste minimisation. In deciding whether to approve or decline funding for a project you
must consider the WMF Criteria notified in the New Zealand Gazette (Appendix 1). You
may also consider any other matters that you may think relevant.

Next Steps

37.

38.

39.

40.

Please specify whether you agree to approve all panel recommendations as presented
in the appendices, or record approve/decline funding decisions individually for each
application using the ‘Minister Decision’ column. We recommend decisions are made_by
25 February 2016 to enable the timely commencement of projects.

Following your decisions, we will contact the successful applicants to confirm their intent
to proceed. The Ministry and the applicants will agree upon the final scope of the project
plan and terms and conditions of the deed of funding. We will"also advise the
unsuccessful applicants of the outcome.

Opportunities to announce and promote funding recipients will:be ‘available once a deed
of funding is signed. We propose that funding recipients “have the option to self-
announce their projects if they have not been announced by you 6 months after signing
the deeds of funding. We will also look for opportunities. for you to promote projects that
have been successfully completed.

The next annual WMF funding round will open-on1 May 2016.




Recommended Actions

We recommend that you:

a) Note that the October 2015 WMF round targeted applications to grow markets for
end-of-life tyres.

b) Note thatthe Ministry endorses the WMF panel’s funding recommendations.

c) Agree to approve all panel recommendations as presented in Appendices 2 and 3.

Yes / No
OR

d) Agree to record decisions individually in the ‘Minister Decision’ approve/decline’ column
in Appendices 2 and 3.

Y€ No

e) Agree that the offer of funding for the applications approved will expire six months from
the date that the applicant is notified of your decision.

— S

f
f)

Yes / No

Agree that a recipient can self-announce their project/f.it-has not been announced six
months after the deed of funding is signed.

Yes / No
g) Note that the Ministry will advise you of oppartuhities to announce successful projects.

) Note that the WMF will open for applicatioris'on 1 May 2016.

Jorda
ctor, Operations
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Appendices
Appendix 1: Gazetted Waste Minimisation Fund Criteria
Appendix 2: Applications recommended by the panel

Appendix 3: Applications not recommended by the panel




Appendix 1: New Zealand Gazette, 8/10/2009, Number 148, page 3583. Notice
Number 8350

Criteria for the Waste Minimisation Fund
Purpose of the Fund

The purpose of the Waste Minimisation Fund is to boost New Zealand’s performance in
waste minimisation. There is considerable scope to reduce waste and increase the recovery
of useful resources from waste.

Lifting our performance in recovering economic value from waste also provides
environmental, social and cultural benefits and reduces the risks of harm from waste. This
will require investment in infrastructure and systems for waste minimisation and developing
educational and promotional capacity.

The purpose of the fund is to provide some of the funding to ensure that this.occurs.
Eligibility — Waste Minimisation Projects

1. Only waste minimisation projects are eligible for funding. Projects must promote or
achieve waste minimisation. Waste minimisation covers the reduction of waste and the
reuse, recycling and recovery of waste and diverted matefial. The scope of the fund
includes educational projects that promote waste minimisation activity.

2. Projects must result in new waste minimisation activity, either by implementing new
initiatives or a significant expansion in the scope-er'coverage of existing activities.

3. Funding is not for the ongoing financial support of existing activities, nor is it for the
running costs of the existing activities of organisations, individuals, councils or firms.

4. Projects should be for a discrete timeframe of up to
three years, after which the project objectives will have been achieved and, where
appropriate, the initiative will become self-funding.

Funding can be for operational or capital expenditure required to undertake a project.

For projects where alterpative, more suitable, Government funding streams are available
(such as the Sustainable Management Fund, the Contaminated Sites Remediation Fund,
or research fundingfrom the Foundation for Research, Science and Technology),
applicants should apply to these funding sources before applying to the Waste
Minimisation Fund.

The applicant'must be a legal entity.

The fund.will not cover the entire cost of the project. Applicants will need part funding
from.other sources.

9. The minimum grant for feasibility studies will be $10,000.00. The minimum grant for other
projects will be $50,000.00.

Assessment Criteria
Project Benefits
1. Preference will be given to projects that collectively give the largest net benefit over time.

The assessment of the effectiveness of projects will include the extent to which the
projects can demonstrate:

o likelihood of success:

10




o]

o]

O

reduction of harm to the environment;
reduction in the volume of waste disposed of;
economic, environmental, social or cultural benefits;

longer term benefits after the completion of the project.

2. Projects will be assessed for their strategic value in achieving the purpose of the fund.
Strategic value means the likely ability of projects to act as catalysts that enhance and
extend the uptake of waste minimisation.

3. The degree of partnership and cross-sectoral collaboration will be taken into account in
assessing the strategic value of proposals.

4. The level of funding from other sources will be taken into account. Shared funding is
preferred.

Project Delivery

5. The applicant must demonstrate:

@]

(o]

o

o

ability to deliver the project;
how the project will achieve its goals;
how the effectiveness of the project will be monitored; evaluated and reported;

if and how the project will be used to promote waste minimisation to the wider
public;

if and how the project will continue after funding ends and become self-sustaining,
particularly if the funding is for the establishment phase of a longer term project.

11




Minister decision
- - Project outline and Panel comments (project title, brief project description, summary WMF $ Panel recommendation -
e Sl of panel comments) Soatcos applied for | (endorsed by the Ministry) (v one option for each

application)

Waste to Energy Option 1: Agree with I:I

. . g : : . the Panel and decline
The applicant is applying for funding to prepare a business case to establish a Waste the application
to Energy Processing Plant in Canterbury which uses Plasma Arc and/or Thermoset
technologies. The technology proposed would process domestic waste streams o
generating electricity or other forms of energy such as fuels. The scope of the project =
also includes plant establishment as a second stage. . .

Option 2: Fund the

Canterbury or i icati |:|
N2ENZ Ltd Buller. Wcreystport Panel comments: $375,000 $185,000. | Not recommended for funding | @PPlication

Feasibility study to find significant backer for energy from waste plant. Targeting local
council waste streams, however, councils already own their own waste solutions.
There is no evidence of communication with local councils. The partner funding is not
confirmed. The Panel considers it highly unlikely to be economically viable to transport
waste to the West Coast. The applicant does not seem to understand who controls
waste streams and flows. The engineering expertise required for the operation is not
demonstrated in the application.

Out of scope
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Executive Summary

1. This briefing note seeks your decision.on applications for funding to the October 2016
round of the Waste Minimisation Fund (WMF).

2. The Ministry received 38 eligible-applications requesting a combined $37 million in
funding towards total project.costs of $89.3 million.

3. We recommend funding-eight applications up to a maximum of $756,530 towards total
project costs of over $5.1 million. There are two litter projects (requesting $1,155,000)
that were not recommended by the WMF panel. We consider that these projects could
have potential benefits if they are re-scoped and merged into a complementary project on
litter. Further advice is provided within this briefing note. We recommend declining the
remaining 28 applications.

4. The statutory decision making power to award funding to waste minimisation projects
rests. with you, as Minister for the Environment, under section 38 of the Waste
Minimisation Act 2008.

5. tFollowing your decisions, we will:
i.  advise both successful and unsuccessful applicants of the outcome

ii. enter into negotiations with successful applicants to agree on the final scope of
the project plan and conditions of the deed of funding

ii.  advise you of opportunities to announce the successful applicants.



Situation Analysis

Background

6. The Waste Minimisation Fund (WMF) was established under the Waste Minimisation Act
2008 (the Act). The Act’s purpose is to encourage a reduction in the amount of waste
generated and disposed of in New Zealand. The WMF supports the development and
implementation of waste minimisation projects that:

e increase resource efficiency

e increase reuse, recovery and recycling
e decrease waste going to landfill

e address litter.

7. Approximately $13 million is available annually to fund waste mlmmlsatlon pro;ects
Funding is sourced from the $10 per tonne waste disposal levy (under the: Act) This levy
is applied to all waste disposed of at the 48 landfills that accept household waste. Half of
the Ievy is returned to territorial authorities and the remainder, mmus administration
costs, is available to the WMF.

8. To date over $70 million has been awarded to more than 130 propéts Funding has been
primarily allocated to projects via contestable funding rounds On 14 April 2016 you
amended the WMF criteria to include projects that address® litter. The May 2016 funding
round was the first time that litter projects were eligible for funding.

The application assessment process \ ‘i::

NN

9. Under section 38 of the Act, the statutory declsnon ‘making power to award funding to
waste minimisation projects rests with you as Mmlster for the Environment. Prior to your
decision, an independent panel convenes to ‘assess all applications against the criteria
for approving funding (the WMF Criteria), as notified in the Gazette under section 38(4) of
the Act (Appendix 1). The WMF Criterid covers the extent to which projects will minimise
waste to landfill and reduce harm-{6,the environment. It also assesses the applicant’s
demonstrated ability to deliver theprqect

10. For the October 2016 round 1he panel was made up of four external voting members,
one Ministry voting member\and a non-voting chair (provided by the Ministry).

Summary of applrcat/ons

11. A total of 39 apphcatlons were received to the October 2016 round requesting
approximately $37) million in funding towards total project costs of over $89 million. One
application _g'qcewed did not meet the eligibility criteria and was not put forward to the
panel for aséé‘Ssment

12. Of thel 38 ehglble applications received, there was a good spread across project types
and. waste streams. Table 1 shows a breakdown of the 38 applications, including project
type, ‘Wwaste steam and WMF amount requested.

\_,Table 1: Eligible applications received by type and waste stream

. 7 # WMF Total per
~ | Application Type Waste Stream Applications | requested* type
Litter
Other 2
$1,155,000 | $1,155,000
Education and ’
Awareness Organic 1 $134,000
Multiple - Other 1 $159,000 $293,000
Feasibility or Refrigerants
e ki : $26,000 | $2,408,000




&

| _ f# WMF Total per

Application Type | Waste Stream | Applications | requested* type

Organic 1 $30,000

Commercial Green

Waste ! 390,000

Tyres 2 $211,000

Packaging 1 $200,000

Construction/Demolition 1 $100,000

E-waste 1 $195,000 (

Timber 1 $26,000 N

Plastics 1 $195000| A

Biosolids 1 $30,000 9,

Other - wastewater 1 $60,000 | «, v

Other - Multiple 2 $1,245 00& "
Infrastructure Packaging 2 $418.000-

Plastics 1 $2, %‘bo, 0

Woodwaste 3 + $931,000

Primary Sector related 5 Qﬂ}”

hazardous waste 5 33 036,000

Organic 1 & $7.450,000

Timber NS $865,000

Tyres N\l $189,000

Biosolids \Y 2 $6,335,000

Soil WD) $8,250,000

Other - Multiple ,X b 2 $218,000 | $30,092,000
Services Tyres (’«L 1 $2,440,000

Metals .~ 1 $191,000

Other - Multipfe” 1 $50,000

Organie®, 1 $351,000 | $3,032,000
TOTAL I~ 38 $36,980,000

*rounded to the neqtgw 000

Advice

\37?

13.Th

‘IJ assessed all 38 applications. The panel’s recommendation is to fund eight

mended five projects with specific funding conditions and/or reduced funding. The

‘%pgﬁaﬁons (Appendix 2) and decline the remaining 30 (Appendix 3). The WMF panel

lotal amount recommended is up to $756,530 towards total project costs of over

<</$5,1 20,626 (15% contribution from the WMF).

<<>/



WMF Recommended by Application Type and Waste Stream

S4 M Feasibility Refrigerants
4%

m Feasibility Timber

® Feasibility Biosolids

M Feasibility Primary sector related
hazardous waste

B Infrastructure Packaging

® Infrastructure Woodwaste

m Services Organic Waste

Applicants recommended for funding

14. The projects recommended for funding by the WMF panel address a variety of waste
streams. The proposed projects include feasibility studies, infrastructure projects and a
new waste minimisation service. See Table 2 below for more detail.

Table 2: Applications the panel have recommended for WMF funding (Oct 2016 round)

Applicant Project Name \S Project'T'ype Recommended
1. A-Gas (Australia) Pty Ltd Refngerant Gas Recyclmg Feasibility $26,000
Plant
2. VivisWorld Ltd Non-Toxic treatments for H1 | Feasibility $26,000
and H2 grade construction
wood
3. Wellington Zoo Trust | Composted Waste Feasibility $30,000
| Feasibility Study
4. Grow Co/Peter Yealands | MEGAMARC Feasibility $203,000
Group ;
5. Auckland District Health | Recycling Eco-Tri-bins Infrastructure $86,995
Board .
6. Goodwood Ltd Goodwood-Machinery & Infrastructure $79,035
Equipment
7.~ The Relocatable House | The Relocatable House Co — | Infrastructure $155,500
Co. Relocatable Housing Park
8. One Double Five Whare | Food Rescue in Northland Services $150,000
Awhina Community
House

15. Of the recommend projects, three were recommended for a reduced funding amount
than requested by the applicant. Details of the projects recommended for reduced
funding are included in Table 3. Additional details for all recommended applications can
be found in Appendix 2.



Table 3: Applications the panel have recommended for reduced WMF funding (Oct 2016
round)

 Applicant WMF $requested | Panel’s recommendation

Grow Co/Peter Yealands $1,824,000 | Up to $203,000 or a maximum of 30%
Group towards year one feasibilty as
presented in their business case Year 1
/ Phase 1

The Relocatable House Co. $601,000 | 50% of year one capital costs only to a

estimated yard set up costs described in
the business plan (minus commercial
yard lease, rates and radio adver_ti'_sing).

One Double Five Whare $350,700 | Funding for a one year project for 80%
Awhina Community House up to $150,000 to cover Set up and
capital costs including vehicle, chiller,
freezer and techn6logy as presented in
the application’s financial plan.

Applications not recommended for funding

16.

2 40

Of the 38 applications received, 30 have not been recommended for funding approval.
These applications were not recommended for funding ©ecause they either:

a) offered a low level of benefit against the investment;
b) did not demonstrate the technical or commercial feasibility of their proposal; or
c) did not sufficiently demonstrate their ability-fo deliver the project.

Of the 30 applications not recommended 'f'or. funding, there are five that are of particular
note. These are outlined in the following paragraphs.

18. Waste Energy WC Limited - Waste Energy WC Limited applied for $1,185,000 from the

19

20.
~options for waste management in the Hawke's Bay. The report “Waste Futures -

21.

WMF to establish a domestic and commercial waste to energy processing plant on the
West Coast. The panel ackngwledged that a waste to energy plant in this location may
offer some regional benefits;.but were concerned that this would be at the expense of
other regions, which would need to make significant changes to their existing operations,
logistics and infrastrueture for the project to be viable.

In October 2016 we-provided you with specific advice (at your request) on the viability of
waste to energy in, New Zealand (refer to 16-B-03596). We advised that waste to energy
plants need.to*have a regular and steady flow of waste to be operationally sustainable.
The proposed-project is reliant on receiving all South Island waste (except Canterbury),
which the “WMF panel considered to be unrealistic and demonstrated a lack of
understanding of the South Island waste market.

Hastings District Council received $250,000 from the WMF in 2014 to investigate future

Economic Case” by Jacobs (June 2016) found that waste to energy is not currently
economically viable in Hawke's Bay. The report also notes “New Zealand currently has a
$10/tonne levy on waste to landfill which is unlikely to be high enough in itself to drive a
move away to alternative technologies (AD/WTE) and...NZ already produces the majority
of its energy from low carbon technologies and therefore does not have incentives for low
carbon waste technologies”. We consider that a waste to energy plant in the West Coast
would also encounter these barriers.

Rotorua District Council — Rotorua District Council (RDC) applied for $6,155,000 from the
WMF to deliver a full scale Terax® plant capable of processing 10,000 tonnes per year of
biosolids from the Rotorua Wastewater Treatment Plant. RDC was previously granted
WMF funding of up to $4.7 million for a demonstration plant but this project was not

total of $155,500 as itemised in the'l)




completed due to technical challenges. In May 2016, Terax Limited Partnership (TLP)
applied to the WMF for funding to deliver the full-scale plant. This application was
declined by you in August 2016. The panel were concerned that the current RDC
application did not adequately explain why the original project did not proceed. There
were also concerns around financial and technical viability, and the significant risks
associated with the scalability of the technology. We acknowledge that the WMF has
invested a large amount of funding in this project ($972K paid from an approved amount
of up to $4.7 million). However the panel are not confident that further investment in this
project would yield positive results.

22. Sustainable Coastlines - Sustainable Coastlines (SC) has applied for two litter related
projects requesting a combined total of $1.154.683 towards a total project cost of
$1,727,283. SC previously applied for funding in the May 2016 round for a three year
litter project with six proposed objectives. In August 2016, you approved reduced funding
for SC to complete two of the six proposed objectives. Their current applications relate to
the remaining four objectives not previously approved for funding. The panel has
assessed both applications and recommend that these applications are ‘declined. The
applications lacked clarity, particularly around the project scope and budget, and the
proposed activities potentially overlap with existing initiatives.

23. Although the WMF panel recommend that you decline the SC applications, there could
be potential benefits to approving funding for SC. The Ministry.is currently working with
Department of Conservation (DOC) and Statistics New Zealand on a Beach Litter
Monitoring framework. Some of the activities proposed by Sustainable Coastlines in their
applications could compliment this work programme.. For example, SC propose to
develop a network of citizen scientists to collect lifter. data nationwide, which has the
potential to support environmental reporting requirements if aligned with the Beach Litter
Monitoring work programme. We consider that the concerns of the WMF panel could be
worked through and addressed through -our “Stage !l project planning processes.
However, due to lack of clarity in the applications we recommend that you invite SC to
work with the Ministry to re-scope their two projects into one that will complement the
Beach Litter Work Programme and to. submit a revised proposal, including detailed
budget and scope, for your final decision (via the weekly status report).

Decision making

24. Applications recommended” for funding, including any conditions of funding, are
presented for your decision in Appendix 2.

25. Applications not recommended by the panel (including the applications from Sustainable
Coastlines) are..presented for your decision in Appendix 3. Full applications and
supporting infarmation can be provided upon request.

26. We endorse. the panel’'s recommendations and recommend that you approve the eight
applications-for funding, up to a maximum of $756,530, towards total project costs of
$5,120,626.

27. We.also recommend that you consider both the panel’'s comments and the potential
benefits to the Ministry’s litter work programme, when making your decision on the SC
applications. If you choose to fund the recommended projects this will leave
approximately $12 million available in the WMF for upcoming projects. These include:

e arevised proposal from SC with an updated project scope (if you approve
this option);

e an anticipated funding request related to the November 2016 earthquake
response (final amount to be confirmed), which we will be providing you
advice on in the near future; and

e an updated funding request from Hadlee & Brunton Recycling Ltd
(originally for $5 million) for a Foamed Glass Plant in the South Island,



28.

which you agreed, in October 2016, to receive outside of a standard
funding round (refer to 16-B-03596).

We recommend all offers of funding expire six months from the date that the applicant is
notified of your decision. By this date, it is expected that project plans will be completed
and deeds of funding signed. We consider this is sufficient time for applicants to agree to
project plans and deeds of funding. This approach has previously been effective in
ensuring the timely commencement of projects.

Risks and Mitigation

29.

30.

31.

32,

In declining the Terax™ application from Rotorua District Council (RDC), there is a risk
that project stakeholders view the previous WMF funded project as lost investment. Prior.
to the funding deed concluding for the previous project, RDC was given significant time to
address the technical issues present and get the project on track. Despite this, RDC were
only able to deliver five of eight agreed project milestones. Less than a quarter-of the
approved funding of $4.7M was paid to the RDC. On balance, we consider the risk of
negative public perception to be less than the risks associated with continuifig'to provide
funding to the project at this point.

If you choose to approve the SC applications as presented, there is a nsk that there may
be outcomes of these projects which do not support the intent of the' WMF, or provide the
intended benefits to the wider litter work programme as anticipated. To mitigate this we
recommend that you direct the Ministry to work SC to re-scope-their applications into one
project and submit a revised proposal.

The assessment panel conducts a rigorous assessment of all applications against the
WMF Criteria. If a project is funded without recornmendation by the panel, there is an
increased risk that a project will either not support the intended outcomes of the WMF or
not meet its stated objectives.

Following your decisions, successful applicants will undergo independent due diligence
checks to measure their ability to delivér their respective projects prior to entering into a
deed of funding. All WMF projects €an be subject to compliance checks or audits within
the life of the project. .

Legal Issues

33.

Under section 38 of the Act;, you may approve funding of projects to promote or achieve
waste minimisation on_any terms or conditions that you think fit. In deciding whether to
approve or decline funding for a project, you must consider the WMF Criteria, as notified
in the New Zealand Gazette (Appendix 1). You may also consider any other matters that
you may think.relevant.

Financial Implications

34.

35,

At 7. February 2017, the amount of funding available for WMF projects was
approximately $12.8 million. This figure is based on the amount of levy revenue
collected, less the amount committed to existing WMF projects.

It you approve the current recommendations this will leave just over $12 million
available. With more than $1 million in levy coming into the fund each month, it is
expected there will be $15-16 million available to be allocated to the May 2017 funding
round and any anticipated request relating to the November 2016 earthquake and an
updated funding request from Hadlee & Brunton Recycling Limited. The Ministry
considers that at this time there is adequate funding available to support the October
2017 applications as recommended by the WMF panel and to support a revised
proposal from SC if this option is approved.

Next Steps

36.

Please specify whether you agree to approve all panel recommendations as presented in
the appendices, or record approve/decline funding decisions individually for each






Recommended Actions

We recommend that you:
a) Note that the Ministry endorses the WMF panel's funding recommendations

b) Agree to record decisions individually in the ‘Minister Decision’ approve/decline
column in Appendices 2 and 3.
Y% No

OR

c) Agree to approve all panel recommendations as presented in Appendices 2 and

3.
Yes / y,o/

d) Agree that the offer of funding for the applications approved will-expire six months
from the date that the applicant is notified of your decision
Yes/ }c/

e) Agree that a recipient can self-announce.their project if it has not been

announced six months after the deed of funding is SEEE%

wM;arvf stfZ ol eesSfE, YesI/NG

f) Note that the Ministry will advise you of opportunities to announce successful
projects.

9) Note that the WMF will openfor applications on 1 May 2017.
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Appendix 1: New Zealand Gazette,14/4/2016 Number 31, Notice Number go2098

Criteria for the Waste Minimisation Fund

Pursuant to section 38 of the Waste Minimisation Act 2008, the Minister for the Environment
hereby varies the eligibility criteria for the approval of funding projects from the Waste
Minimisation Fund (as published in the New Zealand Gazette, 8 October 2009, No. 148,
page 3585) by replacing criterion 1, Eligibility — Waste Minimisation Projects, with the
following:

“Variation of eligibility criterion 1 — Waste Minimisation Projects

1. Only waste minimisation projects are eligible for funding. Projects must promote or
achieve waste minimisation. Waste minimisation covers the reduction of waste and the
reuse, recycling and recovery of waste and diverted material. The scope of the. fund includes
educational projects that promote waste minimisation activity and pro;ects that address litter.”

7\
-

All other criteria remain unchanged.

LR
“ !

&

_— \

New Zealand Gazette 8/10/2009, Number 148, page 35&3. Notice Number 8350

Criteria for the Waste Minimisation Fund

Purpose of the Fund

The purpose of the Waste Minimisation Fund is- te boost New Zealand's performance in
waste minimisation. There is cons:derable scopeto reduce waste and increase the recovery
of useful resources from waste. /

Lifting our performance in recovering economuc value from waste also provides
environmental, social and culturalbenefits and reduces the risks of harm from waste. This
will require investment in mfrastructure and systems for waste minimisation and developing
educational and promotuonalcapacsty

~

The purpose of the fundj ""to'prowde some of the funding to ensure that this occurs.
Eligibility — WasteMnmmlsatlon Projects

1. Only waste mlnlmlsatuon projects are eligible for funding. Projects must promote or
achueve waste minimisation. Waste minimisation covers the reduction of waste and the
reuse; recycllng and recovery of waste and diverted material. The scope of the fund

:Vmcfudes educational projects that promote waste minimisation activity.

& iPro;ects must result in new waste minimisation activity, either by implementing new
_ Vinitiatives or a significant expansion in the scope or coverage of existing activities.

Funding is not for the ongoing financial support of existing activities, nor is it for the
running costs of the existing activities of organisations, individuals, councils or firms.

4. Projects should be for a discrete timeframe of up to
three years, after which the project objectives will have been achieved and, where
appropriate, the initiative will become self-funding.

Funding can be for operational or capital expenditure required to undertake a project.

For projects where alternative, more suitable, Government funding streams are available
(such as the Sustainable Management Fund, the Contaminated Sites Remediation Fund,

10



or research funding from the Foundation for Research, Science and Technology),
applicants should apply to these funding sources before applying to the Waste
Minimisation Fund.

7. The applicant must be a legal entity.

8. The fund will not cover the entire cost of the project. Applicants will need part funding
from other sources.

9. The minimum grant for feasibility studies will be $10,000.00. The minimum grant for other ‘
projects will be $50,000.00. Al

Assessment Criteria N>
Project Benefits (

1. Preference will be given to projects that collectively give the largest net benefit o%er time.
The assessment of the effectiveness of projects will include the extent to whu;h the
projects can demonstrate: L,

o likelihood of success;
o reduction of harm to the environment;

o reduction in the volume of waste disposed of; J
o economic, environmental, social or cultural benef ts, J
o longer term benefits after the completion of thespr‘oject

2. Projects will be assessed for their strategic value in af:hsevnng the purpose of the fund.
Strategic value means the likely ability of prolects?tb act as catalysts that enhance and
extend the uptake of waste minimisation. Z

3. The degree of partnership and cross-segtbra‘f collaboration will be taken into account in
assessing the strategic value of proposéls

4. The level of funding from other sourges will be taken into account. Shared funding is
preferred. £

Project Delivery

5. The applicant must demonstrate
o ability tddéllver the project;
o howthe bro;ect will achieve its goals;
o ‘;,ﬁhow the effectiveness of the project will be monitored, evaluated and reported;

& ilf/ and how the project will be used to promote waste minimisation to the wider
.~ public;

Jf and how the project will continue after funding ends and become self-sustaining,
pamcularly if the funding is for the establishment phase of a longer term project.

11



Out of scope

Waste to Energy, West Coast S| Not recommended for funding | Option 1: Agree with
The applicant proposes to establish New Zealand'’s first fully operational the Panel and decline
processing plant that will convert domestic and commercial waste into energy the application
(electricity).

or
Panel comments: Option 2: Fund the

The proposal offers regional benefits to the West Coast but potentially at the application
expense of other regions, which would need to make significant changes to
current operations, logistics and infrastructure. The project relies on the
unrealistic expectation that it will receive all of the South Island’s waste,
except that from Canterbury. The applicant does not demonstrate an
understanding of the South Island waste market, for example the long-term
Waste Energy nature of Council was(e contrac{s. The applicant hqs nozf _secured adequate
WC Ltd Buller feedstock for the project. Previous studies have identified that waste to $6,020,000 $1,185,000
energy is not cost effective internationally without regulation, including in a
New Zealand context. The applicant incorrectly asserts that New Zealand has
a long term goal of zero waste to landfill. New Zealand does have a goal of
moving towards 90% renewable energy by 2025 _“and this project may
increasingly rely on burning waste coal. The application demonstrates some
key misunderstandings of the New Zealand legislative context, for example
the erroneous assumption that landfills are required to close by 2040. The
business case and budget are not adequately formed. Risks exist around
changes to the wholesale electricity price with increased generation capacity.
The application does not consider emissions associated with burning coal.
The application has not identified. or addressed risks around disaster
resilience with respect to transport. Ash would still require a disposal option
but this has not been identified and'would represent a significant cost.

Out of scope

20



From: Hinemoa Awatere

To: John Doorbar

Cc: James Walker; Shaun Lewis

Subject: IN CONFIDENCE: Waste to Energy project
Date: Wednesday, 21 February 2018 2:47:00 p.m.
Attachments: image001.jpg

Importance: High

Tena koe John,
Nga mihi o te wa ki a koe,

We are happy to provide more information. We consider this project may have serious
implications for the investments in waste minimisation infrastructure in the South Island, will
result in undermining other incentives to reduce waste, and will contribute to continued rise in
carbon emissions.

Project summary:

In October 2016, and in previous years, this group has sought funding:{ As recently as November
2017, they seem to be discussing the same project which is to establish the first NZ fully
operating domestic and commercial waste to energy processingplant.

Their proposal: The resource of municipal and industrial waste can be diverted from current
landfill disposal to a Waste to Energy processing plan.forthe generation of electricity. The
establishment of such plant will provide a solution for waste to landfill, generate electricity,
establish new industry and job creation for the Weést Coast.

Environmental (Waste) Concerns

The current focus of the Waste Mihimisation Fund (WMF), as well as policy currently in
development, is to accelerate the transition to a circular economy. A number of investments
have been made in the south island through the WMF ($6,292,570 to date). As well as through
the portion of the WasteDisposal Levy that is distributed directly to Territorial Authorities
(approximately $15 million per year), in developing infrastructure to reduce waste to landfill, by
recycling and reusing material. A Waste to Energy plant would provide a disincentive to
continuing use of this infrastructure, and result in equivalent harm to the environment as waste
going to aJandfill with gas collection. Waste to Energy plants in general, reduce recycling rates,
as well.as new investment in waste reduction infrastructure and products. The application to the
WMF incorrectly asserts that New Zealand has a long term goal of zero waste to landfill. New
Zealand does have a goal of moving towards 90% renewable energy by 2025, and this project
may increasingly rely on burning waste coal.

Economic Concerns

The proposed Waste to Energy plant does provide economic benefits to the West Coast, but
these would be largely achieved at the expense of other regions in the South Island. Significant
investment in infrastructure would be rendered either obsolete, or require substantial changes
to operations, logistics and equipment. The independent WMF panel, made up of industry
members, believed that it was unrealistic to expect that the plant would receive sufficient
feedstock to be sustainable, and that international examples of waste to energy plants are not



cost effective without regulation — New Zealand does not currently have regulation conducive to
waste to energy plants. The application to the WMF incorrectly asserts that New Zealand has a
long term goal of zero waste to landfill. New Zealand does have a goal of moving towards 90%
renewable energy by 2025, and this project may increasingly rely on burning waste coal.

Specifically the Ministry provided this advice to the applicant:

e The proposal offers regional benefits to the West Coast but potentially at the expense of
other regions, which would need to make significant changes to current operations, logistics
and infrastructure

e The project relies on the unrealistic expectation that it will receive all of the South Island’s
waste, except that from Canterbury

e The applicant does not demonstrate an understanding of the South Island waste market, for
example the long-term nature of Council waste contracts

e The applicant has not secured adequate feedstock for the project

e  Previous studies have identified that waste to energy is not cost effectivednternationally
without regulation, including in a New Zealand context

e The applicant incorrectly asserts that New Zealand has a long term goal of zero waste to
landfill. New Zealand does have a goal of moving towards 90% renewable energy by 2025,
and this project may increasingly rely on burning waste coal

e The application demonstrates some key misunderstandings‘of the New Zealand legislative
context, for example the erroneous assumption that landfills are required to close by 2040

The business case and budget are not adequatelyformed

Risks exist around changes to the wholesale electricity price with increased generation
capacity

Our general advice to members of the public who inquire regarding the use of waste to
energy in New Zealand:

Although waste to energy (incineration) is used in other parts of the world to generate
electricity, it is a technology'that comes with a range of negative environmental impacts, human
health concerns, and high financial costs. Pyrolysis technologies are always improving, which is
great; however, even'the,latest technologies still emit large quantities of greenhouse gases and
release a range of harmful pollutants, such as toxic metals and dioxins, that can contaminate our
land and water. Incineration plants also require a sustainable fuel source (waste), which New
Zealand plansito reduce significantly through actions taken under the Waste Minimisation Act
2008.

European Commission Brussels 26.1.2017 Report states

To support the transition towards a more circular economy, public financing of waste
management, whether national or at EU level, should be consistent with the goal of shifting
upwards in the implementation of the EU waste hierarchy.

To support the transition towards a more circular economy, public financing of waste
management, whether national or at EU level, should be consistent with the goal of shifting

upwards in the implementation of the EU waste hierarchy.

At EU level, the transition towards more sustainable waste management systems receives



financial support, mainly through the co-financing of the Cohesion Policy funds13 In the case of
these funds, pre-conditions must be met to ensure that new investments in the waste sector are
in line with waste management plans designed by Member States to meet their preparation for
reuse and recycling targets. As stated in the circular economy action plan, this means that
investments in treatment facilities for residual waste, such as extra incineration capacity would
only be granted in limited and well justified cases, where there is no risk of overcapacity and the
objectives of the waste hierarchy are fully respected.
http://ec.europa.eu/environment/waste/waste-to-energy.pdf

Noho ora maira,

Hinemoa Awatere

Manager - Hono Tataki, Resource Efficiency & Innovation
Ministry for the Environment — Manatu Mo Te Taiao

Mob: +64 22 076 4653 Website: www.mfe.govt.nz

23 Kate Sheppard Place, PO Box 10362, Wellington 6143
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