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CABINET – 12TH APRIL 2018 
 

Report of the Strategic Director of Corporate Services 
 

Lead Member: Councillor Tom Barkley 
 
 

Part A 
 
 

ITEM 7 PURCHASING OF GAS THROUGH A FRAMEWORK CONTRACT 
 
Purpose of Report 
 
This report is to seek approval from Cabinet to access Eastern Shires Purchasing 
Organisation (ESPO) framework contract for the supply of gas for the financial years 
2019 to 2023. 
  
Recommendation 
 
That permission is granted to use the Eastern Shires Purchasing Organisation 
(ESPO) Framework contract to procure and award a contract for the supply of gas 
ESPO Framework Contract 192_19. 
 
Reasons 
 
To allow contracts of the Council to be let in accordance with the contract procedure 
rules and to benefit from economies of scale provided by using ESPO members’ 
combined budgets and buying power. 
 
Policy Justification and Previous Decisions 
 
This links with the Council’s strategic aim for a well-managed council. 
 
Financial Implications 
 
The 2018/19 budget for Gas is £141K, inclusive of both General Fund and Housing 
Revenue Account. Utility prices will vary throughout the life of the contract and these 
variations will be dealt with through the normal budgetary process. 
 
Implementation Timetable including Future Decisions and Scrutiny 
 
Subject to call-in the implementation timetable for entering into the ESPO framework 
agreements and new contracts would be as follows. 
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Task Indicative Timeframe 

Sign ESPO Gas Procurement Service Agreement 23rd April 2018 

Gas Supply Contract start date 1st April 2019 

 
Risk Management 
 
The risks associated with the decisions the Cabinet is asked to make and proposed 
actions to mitigate those risks are set out in the table below. 
 

Risk Identified Likelihood Impact 
Risk Management Actions 

Planned 

Failure to follow the agreed 
Council Procedures and, of 
consequence, not obtain best 
value procurement   

Possible Minor  

Framework contracts 
comply with CBC 
procedures and provide 
economies of scale  

Failure to follow EU 
procurement Rules by not 
advertising in OJEU an above 
threshold contract.  

Possible Minor 

Consortium Framework 
contracts are let in 
accordance with EU 
regulations access 
procedures for the 
framework will be followed 

 
 
Key Decision:  Yes 
 
Background Papers: None 
             
Officers to contact:  David Howkins 
    Procurement Manager 

01509 634672  
david.howkins@charnwood.gov.uk 

 
Clare Hodgson 
Head of Finance & Property Services 
01509 634810  
clare.hodgson@charnwood.gov.uk 
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Part B 
 
Background  
 
1. The Council is a significant consumer of gas and has budget of £141K for gas 

in the financial year 2018/19.  The Council’s contracts current contract with 
Total Gas and Power is due to expire on the 31st March 2019 and it is 
therefore necessary for the Council to put in place arrangements for procuring 
a new contract. The existing contract was procured by the Eastern Shires 
Purchasing Organisation (ESPO) in financial year 2014/15 

 
2. There are several advantages for the Council in making use of the contracts 

procured through ESPO.  ESPO procures gas, for its members in accordance 
with the Pan Government Energy Project which recommended that, all public 
sector organisations adopt aggregated, flexible and risk managed energy 
procurement as the best solution to cost reduction in a complex and volatile 
market by the use an approved body like ESPO which has the resources to 
manage aggregated contracts and to mitigate risk by procuring on 250 days a 
year rather than purchasing one year’s supply on a single day.  The alternative 
would be for the Council to make its own, individual procurement 
arrangements.  This would be likely to result in the Council paying more for its 
energy needs and potentially being exposed to greater risks of price volatility. 

 
3. Gas and electricity are purchased by ESPO at various points throughout the 

year following a prescribed plan; this eliminates the risk of going to the market 
on a single day to buy a year’s supply, negating market distortions and 
purchasing at a time when the markets are unfavourable.  All of the Council’s 
energy requirements would be purchased in the year leading up to the 
beginning of the new contract year which provides a high level of budgetary 
certainty, the price being fixed for the following 12 months.  Economies of 
scale are provided to the Council with the purchasing power ESPO being far 
greater than that of the Council. ESPO purchases 1,343,063,069 kWh of Gas 
per annum of which the Council consumes 6,123,000 kWh per year less than 
0.5% of the contracts annual volume. 

 
Procedure  
 
4. Should the Cabinet agree to procuring its gas through the ESPO framework, 

the Council would need to provide details of its supply points to ESPO who 
would then tender for the price per kWh for the utility, network charges, and 
supplier margin on behalf of the Council and other members. 

 
5. The Council would sign the ESPO Gas Procurement Service Agreement in 

April 2018 for a contract which would commence on 1st April 2019. 


