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ITEM NO.

__________________________________________________________________________

REPORT OF THE STRETEGIC DIRECTOR (Place)
__________________________________________________________________________

TO THE PROCUREMENT BOARD

ON 3 JUNE 2020
__________________________________________________________________________

TITLE: Approval to award the Contract for the supply of natural gas to all council premises
__________________________________________________________________________

RECOMMENDATION: 

That Procurement Board approves adopting the 24 month renewal offer for the supply of 
natural gas contract with Gazprom.

Detail required
Title/Description of Contracted 

Service/Supply/Project Contract for the supply of natural gas

Name of Successful Contractor Gazprom Energy
Supplier Registration Number 3904624

Type of organisation Public Limited Company
Status of Organisation Non-SME

Contract Value £911,521 Per Annum
Contract Duration 24 Months

Contract Start Date 01/07/2020
Contract End Date 30/06/2022

Optional Extension Period 0 months
Who will approve each Extension 

Period? N/A

Contact Officer (Name & number) Majid Maqbool 0161 607 6987
Lead Service Group Place Directorate

How the contract was procured? Manchester Framework
Framework Details (where applicable) TC473 – MCC Supply of Natural Gas Framework

Funding Source Revenue budget & schools budgets



EXECUTIVE SUMMARY

The current natural gas supply contract was agreed as of July 2018 for a period of 2 years and 
is therefore up for renewal as of 30 June 2020.

The purpose of this report is to outline the procurement strategy being utilised to re-procure the 
contract and to seek approval to agree the new 24 month contract duration.

BACKGROUND DOCUMENTS:

Appendix 1 – gas supply contract breakdown at site level
__________________________________________________________________________
 
KEY DECISION:  

YES 
__________________________________________________________________________

DETAILS:

1 Background

1.1 Salford City Council has utilised the Manchester single supplier gas framework set up by 
Manchester in order to carry out the renewal of the gas contract, where the names 
framework supplier is Gazprom. The framework commenced as of 1 July 2016 for an 
initial period of 1 year, followed by 3 single year options to extend, which have been 
taken for each year to date.

1.2 The Manchester framework agreement is fully compliant with the EU Procurement 
directives as it was originally advertised via the Official Journal of European Union 
(OJEU) and thereby allowed all suppliers the equal opportunity to tender for the gas 
contract. 

1.3 Gazprom offers a dedicated account manager as well as a dedicated day to day contact 
for invoicing queries.  The Automatic Meter Reading (AMR) programme for gas meters 
was rolled out in conjunction with a previous gas supplier, where a separate monthly 
charge for this service was made via the invoices.  Gazprom will offer the same service 
but no additional charge will be made for the provision of AMR data.

2 Gas Markey Commentary 

2.1 The gas market can be very volatile as it follows trends in economic and global climate.  
Prices can fluctuate on a daily basis, dependant on factors, such as weather, oil prices, 
and other global events, such as the political climate in the Middle East. 

2.2 The graph below summarise the trend in wholesale gas prices since the negotiation of 
the present contract in July 2018.



As can be seen, the wholesale gas price has been on a continuous downward trend 
since the previous agreed contract in July 2018, with this being more so apparent since 
the beginning of this year due to the Coronavirus pandemic.

Gas markets in Asia, Europe and the US have all slumped after being left awash with a 
glut of gas owing to the collapse in demand.  In the UK, the wholesale market price for 
gas delivered next month fell to its lowest level in 21 years.

The downward market trend suggests a longer contract duration will be better given that 
the market is at its lowest level since over 20 years and is therefore likely to start moving 
upwards over the next 24 months.

3 Financial Analysis

3.1 Prices have been obtained for a 24 month contract duration, with the 12 month prices 
being dismissed in light of the prolonged downward trend of wholesale prices and 
therefore the increased risk of these moving back up, albeit any increase is likely to be 
very small with present global situation. 

3.2 The gas contract comprises of schools and corporate sites, as detailed in Appendix 1. A 
summary of the overall percentage price reduction for the contract between corporate 
and schools and as a whole is as follows:

24 Month Renewal
SCC Corporate 26.5%
Schools 27.4%
Trust 31.4%

Total contract 26.9%

A more detailed financial analysis at site level for each category is provided in Appendix 
1 – Gas supply contract renewal cost breakdown at site level.

A 24 month contract duration offers an excellent value in present market conditions with 
an overall cost saving of £335,081 for the contract, as well as ensuring budget certainty.



4 Social Value

4.1 Due to the remote nature of energy supplies, there are very limited opportunities to 
deliver social value to the Council through the delivery of this contract. All original 
bidders have been assessed via the Manchester Framework to ensure the winning 
bidder has met the minimum trading standards set by central government by adopting 
the newly revised standard supplier questionnaire which amongst other things ensures 
suppliers meet criteria regarding modern slavery, employee welfare and collective 
representation. 

4.2  Whilst the option to procure a 100% green energy contract has been taken in respect of 
electricity contract renewals, the same is not possible for gas at this moment in time. 

4.3 Although gas prices are more than likely to recover in the long term, the Energy 
Management Team is actively involved in implementing all measures available in 
reducing the overall gas consumption through remote monitoring of heating controls and 
the use of gas AMR data.  Reporting of usage on annual basis as part of the local 
authority carbon management plan has shown an overall downward trend in gas usage 
for the council estate.

5 Recommendation

5.1 The Procurement Board is requested to consider and accept the 24 month contract 
which will produce annual costs in the region of £911,521.

The contract period commences 1 July 2020 for 24 months’ duration, thereby expiring 
on 30 June 2022.

The framework supplier will also provide internet billing and electronic data interchange 
with Salford City Council which will make it much easier for the payments to be 
processed, as well as allowing data to be imported directly in to Salford’s Systemslink 
Energy Management System.

__________________________________________________________________________

KEY COUNCIL POLICIES: Council’s medium term financial plan and securing VFM outcomes
Carbon Reduction
__________________________________________________________________________

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS: This procurement is for gas supply 
for Council’s buildings and schools
__________________________________________________________________________

ASSESSMENT OF RISK: Low

Wholesale gas prices change on a daily basis and any delay in the contract renewal will have 
financial implications in terms of significantly higher out of contract rates being charged. 
__________________________________________________________________________

SOURCE OF FUNDING: General fund revenue budget and schools budgets.
__________________________________________________________________________

 LEGAL IMPLICATIONS: Submitted by Tony Hatton, Principal Solicitor, tel. 219 6323



When commissioning contracts for the procurement of goods, services, or the execution of 
works, the Council must comply with the Public Contracts Regulations 2015 (PCR) and its own 
Contractual Standing Orders (CSO’s), failing which a contract may be subject to legal challenge 
from an aggrieved provider. The proposed award of the contract follows the process set out in 
the Manchester City Council single supplier framework in relation to the award of the gas supply 
contract as detailed within the report, which itself was procured in accordance with CSO’s, 
which will help to ensure that the risk of challenge to the proposed award is minimal and that 
any challenge, should it materialise, is extremely unlikely to be successful. 

The purpose of a framework agreement is to select through a procurement / evaluation process 
a number of providers (including single suppliers) who can meet the service requirements of the 
Council, as and when those services are required. If they are required then the Council will 
undertake an exercise to call off the services from one or more of the providers who have been 
selected to be on the framework and this may be through any number of ways such as mini-
competition or direct allocation, depending on the circumstances. A contract will then be formed 
between the Council and the chosen provider/s. 

In view of the value of the contract (over £1million), the decision should be made by City Mayor 
following recommendation of Procurement Board.
__________________________________________________________________________

FINANCIAL IMPLICATIONS: Submitted by Jemma Singleton, Finance Officer Level 2, ext 2578

The gas renewal this time will see a saving of £335,080 for the contract as a whole, including 
schools. The total saving (of which £134,007 relates to schools expenditure) represents a 
26.9% decrease in current gas costs, which will help to ease the budget pressures for the next 
2 years.
__________________________________________________________________________

PROCUREMENT IMPLICATIONS: Submitted by Christine Flisk, Procurement Manager ext 
6245

This has been procured through a fully compliant process via the “TC473 Manchester City 
Council Supply of Natural Gas Framework was established in 2016, this was advertised in 
OJEU on behalf of AGMA authorities and therefore complies with both EU legislation and 
Salford City Council’s Contractual Standing Orders. 
__________________________________________________________________________

CLIMATE CHANGE IMPLICATIONS:  Supplied by Majid Maqbool, Energy Manager ext 6987

This contract is for the supply of natural gas, which is a fossil fuel and although it is not possible 
to procure an alternative carbon neutral solution, efforts are made in reducing the overall gas 
usage via ongoing monitoring and energy efficiency measures. 

OTHER DIRECTORATES CONSULTED: N/A
__________________________________________________________________________

CONTACT OFFICER: Majid Maqbool TEL. NO. 0161 6076987
__________________________________________________________________________

WARD(S) TO WHICH REPORT RELATE(S): All wards
__________________________________________________________________________


