
ENERGY PROCUREMENT 
(GLOUCESTERSHIRE COUNTY COUNCIL ESTATE AND SCHOOLS (INC ACADEMIES))

Cabinet Date 18 July 2018

Finance and 
Change
Fire, Planning & 
Infrastructure

Cllr Ray Theodoulou

Cllr Nigel Moor

Key Decision Yes

Background 
Documents

Carbon Management Action Plan, Cabinet 6 April 2011
Residual Waste Contract Procurement, Cabinet 13 September 2012
Gas and electricity procurement for Gloucestershire County Council 
buildings and schools, Cabinet 10th July 2013
Developing Ground-Mounted Solar Photovoltaic (PV) Renewable Energy 
Generation on the Council's Estate, Cabinet 22 July 2015
Extension of the West Mercia Energy (WME) Electricity Contract, Cabinet 
Member for Finance and Change, 3rd March 2016
Energy Contract Award (Electricity) for Gloucestershire County Council 
Estate and Schools (including Academies), Cabinet 13 December 2017.

Location/Contact 
for inspection of 
Background 
Documents

Carbon Management Action Plan, Cabinet 6 April 2011
Residual Waste Contract Procurement, Cabinet 13 September 2012
Gas and electricity procurement for Gloucestershire County Council 
buildings and schools, Cabinet 10th July 2013
Developing Ground-Mounted Solar Photovoltaic (PV) Renewable Energy 
Generation on the Council's Estate, Cabinet 22 July 2015
Extension of the West Mercia Energy (WME) Electricity Contract, Cabinet 
Member for Finance and Change, 3rd March 2016
Energy Contract Award (Electricity) for Gloucestershire County Council 
Estate and Schools (including Academies), Cabinet 13 December 2017.

Main Consultees Not applicable

Planned Dates Provider to begin forward-purchasing winter energy (electricity and gas) 
volumes on the Council’s behalf from Autumn 2018 for supply (Oct 2019 to 
March 2020).
Planned commencement of sale of electricity from the Council’s Estate, 
from end 2018.

Divisional 
Councillor

None

http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=216
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=300
http://glostext.gloucestershire.gov.uk/mgDelegatedDecisions.aspx?bcr=1&amp;DM=117C
http://glostext.gloucestershire.gov.uk/mgDelegatedDecisions.aspx?bcr=1&amp;DM=117C
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=695
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=695
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=780
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=1031
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=1031
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=216
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=300
http://glostext.gloucestershire.gov.uk/mgDelegatedDecisions.aspx?bcr=1&amp;DM=117C
http://glostext.gloucestershire.gov.uk/mgDelegatedDecisions.aspx?bcr=1&amp;DM=117C
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=695
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=695
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=780
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=1031
http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=1031


Officer Purchasing of energy – Jo Walker, Director Strategic Finance
Email: joanna.walker@gloucestershire.gov.uk Tel: 01452 328469
Sale of electricity – Nigel Riglar, Commissioning Director: Communities and 
Infrastructure
Email: nigel.riglar@gloucestershire.gov.uk Tel: 01452 328470

Purpose of Report To seek Cabinet approval for the conduct of EU-compliant tender processes 
for the purchase and sale of energy.  Each contract will be for an initial 2 
years with an option to extend for up to 2 years.

Recommendations That the Cabinet:
1) Authorises the Director, Strategic Finance to:

i. Use the services of third party public buying organisation (“PBO”) or 
third party intermediaries to act on the council’s behalf in purchasing 
electricity and gas for a commission.

ii. Award to a single supplier, a contract for the supply of electricity 
utilising the services of a PBO (or equivalent) that has undertaken a 
legally compliant competitive tender process for the purpose.  The 
contract will be for a maximum of 4 years (a 2 year initial term with an 
option to extend for up to 2 years) with an estimated full life value of 
£20.2m.

iii. Award to a single supplier, a contract for the supply of gas utilising 
the services of a PBO (or equivalent) that has undertaken a legally 
compliant competitive tender process for the purpose. The contract 
will be for a maximum of 4 years (a 2 year initial term with an option 
to extend for up to 2 years) with an estimated full life value of £6.6m.

iv. Upon conclusion of each tender process, in consultation with the 
Cabinet Member for Finance and Change, to enter into a contract 
with the preferred supplier evaluated as offering the Council best 
value for money for the supply of electricity and a separate contract 
with the preferred supplier evaluated as offering the Council best 
value for money for the supply of gas.  In the event that the preferred 
supplier for the electricity contract or the gas contract is either unable 
or unwilling to enter into that contract with the Council then the officer 
is authorised to enter into such contract with the next willing highest 
placed suitably qualified supplier.

v. Regularly report to the Cabinet Member for Finance and Change 
regarding the progress of the procurements and keep him informed 
of any significant new risks that emerge in the course of the 
procurement exercises.

2) Authorises the Commissioning Director: Communities and Infrastructure 
to:
i. Conduct a compliant competitive tender process for the award to a 

single supplier of a contract for the sale of generated electricity.  The 
contract will be for a maximum of 4 years (a 2 year initial term with an 
option to extend for up to 2 years).

mailto:joanna.walker@gloucestershire.gov.uk
mailto:nigel.riglar@gloucestershire.gov.uk


ii. Upon conclusion of the competitive tender process in consultation 
with the Cabinet Member for Fire, Planning & Infrastructure to enter 
into a contract with the preferred provider evaluated as offering the 
Council best value for money for the sale of generated electricity.  In 
the event that the preferred provider for the contract is either unable 
or unwilling to enter into that contract with the Council then the officer 
is authorised to enter into such contract with the next willing highest 
placed suitably qualified provider.

iii. Regularly report to the Cabinet Member for Fire, Planning & 
Infrastructure regarding the progress of the procurement and keep 
him informed of any significant new risks that emerge in the course of 
the procurement exercise.

Reasons for 
recommendations

To enable the Council to buy and sell energy so as to best manage price 
risks, in accordance with best practice.

Resource 
Implications

The contract for the supply of electricity will be for a maximum of 4 years (a 
2 year initial term with an option to extend for up to 2 years) with an 
estimated full life value of £20.2m.
The contract for the supply of gas will be for a maximum of 4 years (a 2 year 
initial term with an option to extend for up to 2 years) with an estimated full 
life value of £6.6m.
Any service charge for the future contracts and the annual cost of 
electricity and gas are included within existing budgets.
The sale of Council-generated electricity will be at prices to be determined 
and the income will be augmented by Government incentives where 
applicable (e.g. Feed-in Tariff (FiT)).



MAIN REPORT CONTENTS

Background
1. Gloucestershire County Council has become a potential energy producer, as well as an 

established energy purchaser.  Historically, the Council has only ever been an energy 
purchaser. 

Energy Purchasing
2. The Council’s gas and electricity are currently bought through West Mercia Energy 

(WME) a Central Purchasing Organisation (CPO) owned by a consortium of local 
authorities, buying of behalf of other public bodies.  WME compliantly procure volume 
contracts for clients, using a variety of techniques to best manage market rates.  They 
also provide services that include billing validation and management of usage data.

3. The current contract with WME provides good value for money to the Council and 
flexibility to forward buy electricity and gas (a year in advance).  This secures competitive 
pricing for the Council, schools and academies.  The Council has procured a number of 
energy supply contracts using WME since October 2009.  The current contracts expire 
30th September 2019 and authority to procure new contracts is required in good time, to 
allow for advance buying at preferable rates, from Autumn 2018.

Volumes and forecasting
4. The Council spends c£6.1m per annum on gas and electricity (including for over 300 

schools, including academies), of that c£4.6m is on electricity alone; this amount is 
subject to market conditions and will vary depending on the weather conditions.  The 
current consumption profile is shown in Figures 1 and 2.
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Figure 1: Gas Consumption 2016/17 Figure 2: Electricity Consumption 2016/17
5. Overall spend and consumption has reduced over the last 3 years.  Table 1 shows 

energy use and consumption 2014/15 to 2016/17.
6. Corporately gas and electricity usage is reducing and is expected to plateau following 

completion of the refurbishment of Shire Hall and the LED Street Lighting programme.  
However, for street lighting, electricity consumption will increase overall with the adoption 
of new housing and road developments.  As with Corporate buildings consumption a 
similar downward trend is seen for schools, although increasing use of technology in 
schools may see electricity usage rise.  Gas consumption is particularly susceptible to 
variation in the weather; there is a high impact on schools.



Table 1: Gas and Electricity consumption and spend
Gas Electricity

2014/15 2015/16 2016/17 2014/15 2015/16 2016/17
Highways 
& street 
lighting

- - - £2.3m
(20.0 MWh)

£2.2m
(19.7 MWh)

£1.9m
(16.4 MWh)

Council 
premises 
& schools

£2.1m
(59.2 MWh)

£1.6m
(56.1 MWh)

£1.5m
(58.3 MWh)

£3.4m
(26.5 MWh)

£2.9m
(26.3 MWh)

£2.7m
(25.9 MWh)

Total £2.1m
(59.2 MWh)

£1.6m
(56.1 MWh)

£1.5m
(58.3 MWh)

£5.3m
(46.5 MWh)

£5.1m
(46.0 MWh)

£4.6m
(42.3 MWh)

Energy generation and sale
7. In the next year, the Council will become an energy producer, from 2 key sources:

 Rooftop Solar Photo Voltaic (PV) panels – (Shire Hall, The Main Place, Coleford and 
Cirencester Fire Station)

 Energy from Waste (EfW) facility – (Javelin Park– electricity and heat)
8. The Council is also investigating opportunities for energy storage and generation on its 

estate, to increase revenue to the Council; bringing it closer to becoming a carbon 
neutral council and supporting the development of a low carbon economy for 
Gloucestershire.  This will also require a mechanism for the sale of electricity.

9. The EfW facility is planned to commence full operation in July 2019 and will be the first of 
the larger energy producers within the Council’s portfolio.  Urbaser Balfour Beatty (UBB) 
guarantees to produce 116,000 MWh of electricity per annum for the next 25 years, and 
the Council will bear the associated price risk of this electricity.  At Cabinet in September 
2012, this was considered to be a minimal risk in the short to medium term given the 
forecast trends for energy prices.  As well as the income it provides, which has been 
taken account of within the waste disposal budget, it also provides a hedge against 
future electricity price increases above the rate of inflation; i.e. if the price of electricity 
used by the Council rises, there will be a compensating rise in the Council’s electricity 
income.

10. Electricity is usually sold through the format of a Power Purchase Agreement (PPA) – 
this is a contract to sell electricity from a generator (in this case the Council) to a licensed 
buyer (the ‘off-taker’).

11. There may be some opportunities for Direct (‘Private’) Wire sales; these would give a 
greater income to the Council as they avoid the customer having to pay any Government 
surcharges and the benefit is shared between the consumer and the Council.

Strategy and Policy
12. We have considered the most appropriate and cost-effective routes for our energy 

purchase and sale in line with the following key objectives:
i. Compliance  with legislation, policy and best practice;
ii. Forward buy electricity for up to 12 months to ensure stability of rates; and
iii. Save money for the Council as a whole:

o Any financial benefits will be project based to ensure individual business cases 
remain whole; and

o Ensure savings for the Council as purchaser. 



Buying strategy 
13. Government guidance and best practice advises that energy purchases should be made 

through a Public Buying Organisation (PBO) or equivalent (e.g. Central Purchasing 
Organisation).  Forward buying through a PBO allows an opportunity to secure better 
prices through advance commitments and collaborative purchasing with other public 
sector clients, and the potential to arrange fixed prices if they are advantageous.

Selling strategy
14. There are two main pricing structures commonly employed within a standard PPA:

i. “Market Price” (also called “Floating price”): where the off-taker buys the electricity 
at a small discount to the spot wholesale market price, which can change as 
frequently as every hour.

ii. “Fixed price”: where the Council would seek to fix the price months or possibly up to 
a few years ahead.  Whilst this gives price certainty, the further ahead a generator 
seeks to fix the price, then the lower the price achieved (i.e. a greater discount is 
given away to purchasers).

15. There are a range of pricing strategies and mechanisms available which combine both 
floating and fixed price arrangements in differing proportions and risk profiles. 

16. Given that market prices are volatile and in order to manage risks effectively, the Council 
proposes to adopt a blended strategy of selling at the floating price, whilst retaining the 
ability to fix prices ahead if desired.

17. The Council will continue to investigate Direct Wire opportunities as they arise.
Options
18. The following options have been considered:
Option 1: Do nothing
19. The present contract with WME for gas and electricity expires on 30th September 

2019.  The Council’s only arrangements to supply electricity to the grid are for rooftop 
solar PV installations.  No arrangements have been made for electricity generation from 
the EfW facility.

20. Should the Council decide not to procure new contract(s):

 The Council and each school would be exposed to ‘out of contract’ unit rates, 
which would be subject to the volatility of the electricity market and pressures 
(Brexit, increasing international tensions, climatic events).

 The Council would risk being in breach of Public Contract Regulations 2015 (PCR 
2015) as it will have effectively directly awarded a contract without competition 
should the arrangement with WME continue out of contract or the Council enter a 
contract with a new supplier.

 The Council has a contractual obligation to ensure a selling arrangement is in place 
prior to the EfW plant becoming operational.  If an arrangement is not procured, the 
Council would be in breach of contract and so may not receive the income expected 
from the electricity generated by the EfW facility.

21. Therefore this is not a viable option.  The Council needs to ensure continuation of this 
service to deliver its front line services, achieve best value and to comply with EU 
procurement regulations.



Option 2: Combine buying and selling of electricity but procure gas separately
22. This option offers the potential benefit of the Council using the electricity it generates to 

supply to itself and other public sector organisations, but must outweigh the cost benefits 
of making separate buying and selling arrangements.  There are a number of variations 
on a theme in this area which have been considered in conjunction with market experts 
and supplier discussion and feedback.   

23. The conclusions are that:
i. There is little or no benefit in combining the buying and selling of electricity into a 

single arrangement – there are no cost advantages to be gained and any flexibility 
will require additional contract terms that incur further costs and administrative 
complexity.

ii. Therefore based on the above, this option is not recommended in the short-term, 
but this position should be regularly reviewed.

Option 3: Separate buying and selling – procure electricity and gas using PBO, and sell 
electricity via a Power Purchase Agreement (PPA) – RECOMMENDED
24. Under this option the Council would procure a PPA to sell the electricity wholesale to a 

licenced electricity supplier1 at market price for an initial fixed term of 2 years, with the 
option to extend up to a further 2 years.  This is a contract of sufficient length to attract 
market interest, but allows the Council to closely monitor sales and adjust the selling 
strategy after the initial period of operations, if required.  It will also allow the Council to 
enter into Direct Wire Agreements as and when they materialise. 

25. Past experience and market information has indicated there are minimal financial 
benefits in combining gas and electricity purchasing through a single supply contract – 
hence it is recommended that each contract is procured separately and managed 
accordingly, to achieve optimum value for money.

26. Any energy purchase will continue to be made through a Public Buying Organisation 
(PBO) or equivalent – which is Government recommended best practice and allows for 
additional benefits of aggregation, bill validation services, demand management and 
financial rebates 

27. As with Option 2, the Council will need to ensure that all contracts are appropriately 
aligned and monitored, such that buying and selling strategies complement each other 
effectively and optimise opportunities for best pricing across both. 

Risk Assessment
28. Electricity cost – although the Council (and participating schools) is buffered by the 

purchasing power of a PBO, electricity pricing is subject to the volatility of the electricity 
market, pressures and fiscal measures which are passed on directly to the purchaser. 
The Department for Business, Environment and Industrial Strategy’s (BEIS) long-term 
forecast is for the energy market to continue to rise.  In addition, schools opting not to 
sign up to the Council’s contract would increase the risk of the price rising further as 
the Council’s purchasing power is reduced.  The risk to the Council would be mitigated 
by a projected increase in income from the sale of electricity generated from the EfW 
facility as electricity prices increase.

1 The terminology is unusual.  Firstly, the likely purchaser of the electricity will be a licenced electricity supplier 
(who will then resell, or “supply” it to end consumers).  Secondly, the Council will be “procuring” a “purchaser” of 
electricity.



29. Conflicting electricity buying and selling prices – because of the requirements of higher 
prices for selling and lower prices for buying, the Council should co-ordinate decisions 
between electricity sales and procurement to ensure that the strategies are compatible 
and effective to avoid conflicting outcomes (e.g. buying high whilst selling low).

30. Skills – the energy market is a highly specialised field.  The complexity of the 
procurement options can create a risk if not managed by a competent person with the 
appropriate level of skills and expertise.  It is also time consuming due to the potential 
number of suppliers and types of contract available.  The Council will procure these 
services to assist the management of its portfolio.

31. Schools leaving the contract, impacting the Council’s buying power – a change in PBO 
would likely result in a change of electricity and/ or gas provider, which all sites (including 
over 300 schools) would have to change over to from October 2019.  

Officer Advice
32. Option 3 is recommended as the benefits of this option, detailed above, are such that in 

the current situation it provides the most cost effective solution for the Council.
Equalities considerations
33. In the development of this procurement approach ‘due regard’ has been given to the 

aims of the Public Sector Equality Duty under the Equalities Act 2010; it is concluded 
that the process of procuring electricity and gas for the Council estate and schools, and 
selling any generated electricity will have no significant equality implications for the 
‘protected characteristics’ given the nature of the services involved.

Consultation feedback
34. Not applicable.
Performance Management/Follow-up 
35. There will be regular monitoring of pricing and service delivery with new contract 

arrangements in line with the Council’s contract management processes.
36. Based on good practice, the internal working group will monitor the performance of the 

contract and regular contract management meetings will continue to be held.
37. The buying and selling arrangements will automatically be reviewed when a change to 

the Council’s energy portfolio is realised.



Report Title ENERGY BUYING AND SELLING CONTRACT(S) 
(GLOUCESTERSHIRE COUNTY COUNCIL ESTATE AND 
SCHOOLS (INC ACADEMIES))

Statutory Authority Not applicable

Relevant County Council 
policy

Carbon Management Action Plan, Cabinet 6 April 2011

Resource Implications The contract for the supply of electricity will be for a maximum 
of 4 years (a 2 year initial term with an option to extend for up 
to 2 years) with an estimated full life value of £20.2m.
The contract for the supply of gas will be for a maximum of 4 
years (a 2 year initial term with an option to extend for up to 2 
years) with an estimated full life value of £6.6m.
Any service charge for the future contracts and the annual cost 
of electricity and gas are included within existing budgets.
The sale of Council-generated electricity will be at prices to be 
determined and the income will be augmented by Government 
incentives where applicable (e.g. Feed-in Tariff (FiT)).

Sustainability checklist:

Partnerships Schools, including academies, will be invited to use the 
Council’s contract for energy supply, to maximise the Council’s 
buying power to achieve the best prices.

Decision Making and 
Involvement

Strategic Infrastructure commissioners, Street Lighting 
Manager, Strategic Finance, Commercial Services

Economy and Employment No significant impact

Caring for people No significant impact

Social Value No significant Social Value implications or opportunities. 

Built Environment No significant impact

Natural Environment 
including Ecology 
(Biodiversity)

The Council’s procurement approach is to buy ‘brown’ non- 
renewable grid electricity unless ‘green’ renewable grid 
electricity is the same price or cheaper.  In 2016/17, 47% of the 
total electricity consumed by the Council was sourced from 
renewable sources; for comparison the UK average is 24.2%.  
The Council has invested in energy efficiency measures to 
minimise electricity use, associated costs and carbon 
emissions, as part of its Carbon Management Programme.
The Council is ahead of target to reduce carbon emissions 
from its estate by 60% by 2020/21 on the 2006/07 baseline.

Education and Information No significant impact

http://glostext.gloucestershire.gov.uk/ieDecisionDetails.aspx?ID=216


Tackling Climate Change Carbon Emissions Implications? Positive
Vulnerable to climate change? Yes – the vulnerability of the 
Council to the loss of electricity supply through the impacts of a 
changing climate will not be affected by this procurement.

Due Regard Statement Has a Due Regard Statement been completed?     No

Human rights Implications Not applicable

Consultation 
Arrangements

Not applicable


