
Executive Decision Making by an Officer with Delegated Powers

Decision to be taken by: Colin Chick, Executive Director Economy, 
Environment and Infrastructure

Pursuant to an Authorisation from: Cabinet on 22nd July 2020 for ‘Contracts 
relating to the sale and purchase of electricity and gas’ 

Report title: Extension of the current electricity sales contract with EDF 
Energy Ltd 

The 
decision

Exercise an option, under the Council’s current electricity sales contract 
with EDF Energy Ltd (EDFE), to extend its term for a further period of 2 
years commencing on the 9th October 2021 and expiring on 30th 
September 2023.

Background 
documents

Cabinet report: Award of the contract for the treatment of residual waste, 
12th September 2012
https://glostext.gloucestershire.gov.uk/documents/s14968/Agenda%20it
em%2012%20Cabinet%20Report%20Waste.pdf

Cabinet report: Energy Procurement (Estates and Schools (including 
academies)), 18th July 2018

https://glostext.gloucestershire.gov.uk/documents/s47712/Item%2010%
20-
%20Energy%20Procurement%20GCC%20Estate%20and%20Schools.
pdf

Cabinet report: Contracts relating to the sale and purchase of electricity 
and gas, 22nd July 2020
https://glostext.gloucestershire.gov.uk/documents/s62370/Item%2013%
20-
%20Contracts%20relating%20to%20the%20sale%20and%20purchase
%20of%20Electricity%20and%20Gas.pdf

Reasons for 
the decision

To enable the Council to manage its exposure to fluctuating electricity 
prices and thereby minimise exposure to any financial risk that might 
arise therefrom. 

To date the Council’s incumbent contractor EDFE provides best value 
for the Council and has performed well in its role. 

A further reason for extending the existing electricity sales contract is to 
make it coterminous with the Council’s electricity purchasing contract 
and thereby allowing the Council in the future, to retender sales and 
purchasing as one contract if preferred and/or to enable the Council to 
gain/manage a natural hedge. 

https://glostext.gloucestershire.gov.uk/documents/s14968/Agenda%20item%2012%20Cabinet%20Report%20Waste.pdf
https://glostext.gloucestershire.gov.uk/documents/s14968/Agenda%20item%2012%20Cabinet%20Report%20Waste.pdf
https://glostext.gloucestershire.gov.uk/documents/s47712/Item%2010%20-%20Energy%20Procurement%20GCC%20Estate%20and%20Schools.pdf
https://glostext.gloucestershire.gov.uk/documents/s47712/Item%2010%20-%20Energy%20Procurement%20GCC%20Estate%20and%20Schools.pdf
https://glostext.gloucestershire.gov.uk/documents/s47712/Item%2010%20-%20Energy%20Procurement%20GCC%20Estate%20and%20Schools.pdf
https://glostext.gloucestershire.gov.uk/documents/s47712/Item%2010%20-%20Energy%20Procurement%20GCC%20Estate%20and%20Schools.pdf
https://glostext.gloucestershire.gov.uk/documents/s62370/Item%2013%20-%20Contracts%20relating%20to%20the%20sale%20and%20purchase%20of%20Electricity%20and%20Gas.pdf
https://glostext.gloucestershire.gov.uk/documents/s62370/Item%2013%20-%20Contracts%20relating%20to%20the%20sale%20and%20purchase%20of%20Electricity%20and%20Gas.pdf
https://glostext.gloucestershire.gov.uk/documents/s62370/Item%2013%20-%20Contracts%20relating%20to%20the%20sale%20and%20purchase%20of%20Electricity%20and%20Gas.pdf
https://glostext.gloucestershire.gov.uk/documents/s62370/Item%2013%20-%20Contracts%20relating%20to%20the%20sale%20and%20purchase%20of%20Electricity%20and%20Gas.pdf


Resource
implications

The sale of electricity generated will be at prices to be determined by 
the market. The income will be augmented by Government incentives 
where applicable.   

The cost of electricity is volatile, making it important to forward buy and 
not be left to purchase from the open market. The service charge levied 
by EDFE to manage the sale of the electricity is managed within the 
existing residual waste budget.

The Council’s current contract for the sale of electricity has been in 
place since October 2019. Payments of £4.5 million have been 
received for the generation of electricity over the first 10.5 months. The 
income budget for 2020/21 is £5.8 million. 
The contract extension will be delivered within existing resources. 

Who has 
been 
consulted?

 Commercial Services/Strategic procurement
 Strategic Finance
 Legal Services
 Communications
 HR
 Cabinet Member for Environment and Planning

What were their comments?

All are content that the contract extension be agreed.

Background/Context

Electricity market prices change on a daily (even hourly) basis, meaning the prices 
are volatile and can change (increase or decrease) quickly. Therefore, it is good 
industry practice for both the buying and selling of electricity to trade (buy and/or 
sell) into the future (meaning months and/or even years). This helps to limit any 
exposure to the volatility of daily market fluctuations and reduces financial risk.

In 2013 the Council signed a contract with Urbaser Balfour Beatty (UBB) to treat the 
County’s residual waste (the waste left over after householders have reused and 
recycled as much as possible). UBB has built and operates an energy from waste 
facility located at Javelin Park, south of Gloucester (the Gloucestershire Energy 
from Waste Facility (the Facility)). As part of this contract, the UBB sells the 
electricity produced by the Facility on behalf of the Council; this was part of the 
Cabinet decision in 2012 to award the contract to UBB. This means the Council 
bears the associated price risk of the sale of electricity generated by the Facility. 

The Facility produces approximately 116,000 megawatt hours (MWh) of electricity a 
year. 

In July 2018 the Cabinet approved the procurement and award of contracts for 



purchasing electricity and gas and for selling electricity. 

In October 2019 the Council entered into a tripartite contract between the Council, 
UBB and EDFE (following a competitive procurement process). This contract 
commenced when the Facility became fully operational. Under this contract, the 
Council pays UBB for the electricity the Facility generates and instructs UBB to sell 
the electricity (on behalf of the Council) to EDFE. The Council is unable to sell 
electricity directly itself.  Upon instruction from the Council (such details include the 
volume and price to sell at), EDFE then sells the electricity on; the Council receives 
the revenue from the sale, minus an administrative charge by EDFE.   

Alternative options considered and why they were rejected

1. The following options have been considered:

Option 1:  Do nothing - Allow the existing contract to expire on 8th October 2021 and 
reprocure 

The Council would continue to work under the initial contract term of two years only. 
Consequently: 

 Reprocurement of a new contract would need to commence within the next six 
months to ensure a contract is in place in adequate time. 

 This would limit the amount of forward selling of electricity the Council was 
able to do, limiting potential value for money and exposing the Council to 
volatile energy prices. 

 It is considered good practice to be considering trading up to electricity 12 – 24 
months in advance. If the EDFE contract is not extended, this limits the 
Council’s ability to forward fix over the longer term.  

 Not extending will prohibit GCC from trading in accordance with the Electricity 
Trading Protocol, also approved by Cabinet on 22nd July 2020.

 The current Coronavirus pandemic is likely to affect the market and limit 
competitive interest in the contract, making value for money challenging to 
achieve. This could mean the Council has to accept less attractive commercial 
terms in order to sign a new contract.

Option 2: Exercise the Council’s option to extend the term of the current electricity 
selling contract with the incumbent supplier (namely EDFE) for 2 years 

The Council exercises an existing right in the EDFE contract to extend the 
agreement from two to four years. 

 This allows the purchasing and selling contracts to be aligned, assisting with 
future procurements for buying and selling of electricity.

 This allows the Council to continue forward fixing (buying and selling) of the 
electricity sold by UBB in its behalf to take advantage of any opportunities to 
improve value for money for the Council. It also limits the Council’s exposure to 
volatile energy prices.  

 The Council will not need to start a reprocurement for a new contractor this 
calendar year; therefore a decision on that would not need to be made within 



the next few months regardless. 

 Reduces the uncertainty of trying to reprocure specialist contracts and of 
mobilising new contracts during the Coronavirus crisis.

 EDFE has performed well as the incumbent contractor for selling electricity.

Risk Analysis

Inability to forward buy and price risk – reprocurement would mean the current 
contractor would not be able to trade electricity over the longer term, thus limiting 
potential value for money and exposing the Council to volatile energy prices. The 
Council would not be able to take advantage of forward prices for both buying and 
selling. If the contract date for electricity sales is not extended, the contract dates for 
purchasing and selling electricity will not be aligned.  As such, the Council would not 
be able to consider tendering sales and purchasing of electricity as one contract in 
the future.  Aligning the contract dates would:

 Allow the Council to forward buy and forward sell its electricity portfolio, 
minimising the Council’s overall exposure to price variation. 

 Allow flexibility when managing the electricity sales and purchasing portfolios 
as contract dates will be aligned for buying and selling purposes.

 Allow the Council to consider tendering electricity sales and purchasing as one 
contract, which could provide a stronger position when negotiating contract 
renewals.

Resources – reprocurement of the contract would require officer time and external 
technical support at a cost to the Council.  With the current global uncertainty, it is 
also questionable whether value for money can be achieved through a 
reprocurement whilst markets are uncertain and potential bidders are adjusting to 
new ways of working due to Coronavirus.
Value for money – the Council currently has a robust contract in place for the sale of 
electricity generated at the Gloucestershire Energy from Waste Facility with a 
contractor that is performing well. Any new reprocurement may bring less favourable 
terms for the Council, particularly in the current climate.

Equalities considerations

The contract extension will not have significant equality implications for the 
‘protected characteristics’ given the nature of the service involved.

Has a Due Regard Statement been completed? No
If ‘Yes’, please attached the signed Due Regard Statement.



Has any conflict of interest been declared 
by any Cabinet Member consulted on the 
decision?
The council’s Monitoring Officer should be 
consulted, in the first instance, if any conflict of 
interest is declared by a Cabinet Member. 

If any conflict of interest declared, was a 
dispensation granted by the Audit and 
Governance Committee of the Council?

No

Date of dispensation:

Does this decision report form or any 
supporting papers provided contain 
confidential or exempt information?  
 (Refer to Democratic Services Unit for advice if 
necessary)

No

If Yes, please provide details of 
document(s) that are confidential or 
exempt

Does this decision need to be published on 
the GCC website?
(Refer to guidance on “Executive Decisions 
taken by Officers”).

Yes

Having fully considered all available information, I have decided to reject any 
alternative options and take the recommended decision(s), for the reasons set out in 
this report. 

Signed
Colin Chick, Executive Director – Economy, Environment and Infrastructure 

Date 09.10.2020

Contact details for further information:

Officer: Wayne Lewis

Tel: 01452 425504

Email: wayne.lewis@gloucestershire.gov.uk


