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The WASTEFLOW model uses the discounted cash flow technique (DCF) to compare the costs of different 
scenarios on a like-for-like basis. Whilst the DCF technique is a convenient tool for comparative purposes, it 
is not the way in which financing for a specific project is determined.  This is because, for financing, issues 
of risk allocation to contracts, levels of debt/equity and other such factors come into play.  Nevertheless, the 
technique provides a reliable method for the appraisal of capital intensive projects.  The DCF technique 
relate, in terms of present worth, the value of revenues and costs which occur over the economic life of the 
project.  
 
For a given discount rate, the DCF technique determines the gate fee (or annual cost) required to equate the 
net present value of costs (capital and operating) with the net present value revenues (from power sales, 
recyclables). A discount rate of 13 per cent has been used for the purposes of this analysis. This is a 
competitive rate which, in the present analysis also compensates for some of the development costs (e.g. 
financing) not explicitly included in our analysis. The discount rate chosen reflects the average cost of capital 
for the project; it is a real discount rate, ie. inflation has been assumed to affect all cash flows to the same 
extent, enabling it to be excluded from the analysis.  
 
Further assumptions of the cost evaluation are listed below 
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