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Part 1: Open to the public 

 
 

REPORT OF 

 
The Strategic Director for Place 

 

TO 
 

Procurement Board 
 

ON 

 
8 June 2022 

 

 
  

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

 
 
RECOMMENDATION:  

That Procurement Board approve a 12 month contract for the supply of natural gas 
as detailed in the table below: 
 

 

Detail required Answers 

Title/Description of Contracted 
Service/Supply/Project Contract for the supply of natural gas 

Name of Successful Contractor  Corona Energy 

Supplier Registration Number 

(to be supplied by Corporate Procurement) 
03241012 

Type of organisation 

(to be supplied by Corporate Procurement) 
Public Limited Company 

Status of Organisation 

(to be supplied by Corporate Procurement) Non-SME 

Contract Value (£) £4,070,974 full project 

Contract Duration  12 months 

Contract Start Date  01/07/2022 

Contract End Date  30/06/2023 

Optional Extension Period 1 12 months 

Optional Extension Period 2 0 months 
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Detail required Answers 
Who will approve each Extension 

Period? 
Procurement Board (extension > £150k) 

Contact Officer (Name & number) Majid Maqbool 

Lead Service Group 

 
Place 

How the contract was procured? 

(to be supplied by procurement) 
Framework 

Framework Details (where applicable) 

(procurement body, framework 
reference & title, start/ end date 

YPO Gas framework ref 986 

Funding Source Revenue Budget 

Ethical Contractor (EC): Mayor’s 
Employment Charter 

  

  

EC: Committed to sign up to charter  

EC: Accredited Living Wage Employer  

 

 
EXECUTIVE SUMMARY:   

The current natural gas supply contract was agreed as of 1 July 2020 for a period of 
2 years and is therefore up for renewal as of 1 July 2022. 

The purpose of this report is to seek approval for the award of the above mentioned 
contract. 

 

 
 

BACKGROUND DOCUMENTS: 

 
 

KEY DECISION:   

Yes – Total value of contract is greater than £350,000 

 
 
DETAILS:  

 
1. Background 

Energy contracts have to be agreed on an ongoing basis following a fixed period of 
contract duration, as failure to renew will result in the default deemed contract rates 
being applied which are considerably higher.  

The present gas contract which expires on 30 June 2022, was agreed via the 
Manchester direct award gas framework which was a Public Contracts Regulations 

compliant procurement route. Whilst a new framework has been put in place by 
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Manchester, it is not considered to be a suitable route to adopt for the renewal due to 
the current geopolitical situation. In consultation with the Corporate Procurement team, 

an alternative route via the Yorkshire Purchasing Organisation (YPO) framework has 
therefore been utilised as this is also compliant with Public Contracts Regulations and 

meets all the requirement for the Salford contract. The YPO framework commenced 
as of 1 April 2021 and is valid until 31 March 2025. 

ENERGY MARKETS 

The energy markets were significantly different when the contract was agreed in June 
2020 due to the early phase of the Covid-19 pandemic and global lockdown resulted 

in the prices being at their lowest and therefore allowing for a very competitive contract 
being secured compare to the previous contract that has been in place and on average 
a 27% saving being achieved. 

However, with the global lockdowns ending last year and the world recovering to some 
degree of normality, this has resulted in a sustained and continued pressure on 

increasing global demand for energy and therefore a continuous increase in the 
wholesale energy markets.  As well as the increase in global demand, additional 
pressure was also placed on the markets due to reduced EU gas storage and limited 

Russian gas flows into Europe. The overall impact was also felt on the domestic 
markets with approximately 30 energy suppliers having gone out of business since 

December 2021.   

The market did soften slightly in January. However, with the recent geopolitical events 
involving Russia’s invasion of Ukraine, there has been continuous market volatility with 

prices reaching new record high in March as shown in the graph below. 

 

Indicative renewal prices received in March suggested a potential increase of over 

800% to the existing total contract value.  Given the unpresented potential increase, 
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prices have been obtained at intervals to track the market which whilst remains very 
volatile, has seen some decline over the last 2 months.    
 

2.  The Procurement Process 

The YPO direct award gas framework has been utilised for this procurement exercise 
as it is fully compliant with all public sector procurement regulations.  

A letter of authority was provided to YPO to act on Salford Council’s behalf and obtain 

pricing from the framework supplier Corona Energy, based on a 12 month fixed 
contract duration. Given the current level of market volatility, the supplier will be 

unwilling to quote for any longer period and even if this was provided, it will attract a 
very high risk premium built in and therefore unlikely to provide best value.   

A 12 month contract duration is based on calculation of like for like cost for current 

contract rates against the new indicative rates provided for the same volume of gas 
for the period July 22 to June 23 

 

 
Current Cost 12 Months renewal Increase % Increase 

Corporate  £  507,951.45   £         2,351,314.36   £ 1,843,362.91  363% 

Schools  £  342,120.20   £         1,646,737.76   £ 1,304,617.56  381% 

Housing  £      7,151.42   £               36,251.21   £       29,099.79  407% 

Trust  £      7,370.17   £               36,671.61   £       29,301.44  398% 

     

Totals  £  864,593.24   £         4,070,974.94   £ 3,206,381.70  371% 

 

A 12 month contract will result in in an overall increase in contract value by 
£3,206,381.70 or 371% as a whole. 

Whilst the overall increase is less than that predicted 2 months ago, it is nevertheless 
of a significant value and for this reason, ongoing financial commentary has been 
provided to finance and other directorates for budgeting purposes.  

 
 
3. Social Value  

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 by YPO as part of the original framework tender process 
to ensure the winning bidder has met the minimum trading standards set by central 
government by adopting the standard supplier questionnaire which amongst other 

things ensures suppliers meet criteria regarding modern slavery, employee welfare 
and collective representation.  
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The YPO framework does provide all the additional services in relation to the contract 
via the supplier which include the following: 

  A named key account manager at the supplier to take ownership of issues 
and provide help, guidance, and training  

 Dedicated customer support team and credit controller. There are clear 
escalation points, all the way up to CEO if the service is not meeting the 

expected requirements  

 Query management through a range of formats - call, emails, online portal, 
and live chat. Query reports are also available.  

 Monthly supplier relationship management meetings between YPO and 
Corona to go through performance, billing and credit issues, complaints and 

queries, SLAs and KPIs to ensure that any issues are identified and resolved, 
and the contract runs smoothly  

 Access to “My Corona” web portal. This will show portfolio, billing, and 

consumption information as well as submission of meter readings and queries 
through the Portal and downloading a range of reports. 

 Fully configurable billing groups to ensure that bills are issued and managed 
exactly as customers require; consolidated or site level billing  

 Robust processes in place to ensure that an accurate bill is produced in a 
reasonable time  

 Installation of automated smart meter devices where required  

 Support with achieving net zero targets 

There is also a continuous drive to reduce the overall gas consumption levels via 

energy efficiency measures, such as improved heating controls. More recently with 
the Public sector decarbonisation (PSDS) grant funding having been secured via a 

GMCA led bid, we have successfully managed to implement heat decarbonisation 
projects at 12 sites across the City.  Gas usage at these sites has been completely 
eliminated via installation of air source heat pumps.  With further rounds of such grant 

bids, this work will continue to target any additional sites that fall within the grant criteria 
and aid in achieving the council’s carbon neutral target by 2038. 

 

 
KEY COUNCIL POLICIES:  

 
Council’s medium term financial plan and securing VFM outcomes 

Carbon Reduction 
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EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:  
 

This procurement is for supply of natural gas for Council’s buildings and schools 

 
ASSESSMENT OF RISK:   

Wholesale energy prices change on daily basis and with the present unprecedented 
upward price movement, any delay in contract extension will have serious financial 

implications in terms of significantly higher out of contract rates being charged. 

 
SOURCE OF FUNDING:  
 
General fund revenue budget and for the schools, their devolved budgets.  

 

LEGAL IMPLICATIONS: Supplied by: David Purcell, Principal Solicitor Tel: 0161 234 

3126 

When commissioning contracts for the procurement of goods, services or the 
execution of works, the Council must comply with the requirements of the Public 

Contracts Regulations 2015 (PCR) and its own Contractual Standing Orders (CSO’s) 
failing which the decision may be subject to legal challenge from an aggrieved 

provider. CSO’s stipulate that where a suitable framework exists, this must be used 
unless there is an auditable reason not to do so.   

A framework is an overarching agreement through which named user organisations 

can require a service/supply from a number of providers by undertaking a call off 
exercise to meet its requirements by further competition or direct award as applicable 

and enter into an individual contract/agreement with that provider, according to the 
terms of the framework agreement within the lifespan of the framework. A contract will 
be formed between the Council and chosen provider based on the call off contract 

terms specified in the framework.   

The YPO Gas Framework allows public bodies to use it and awarding this contract to 

Corona Energy through the YPO Gas Framework complies with the call-off procedures 
prescribed in the framework and also complies with the PCR and CSO’s.  

 

 

FINANCIAL IMPLICATIONS: Submitted by:  Gemma Singleton, Senior Accountant 

Tel: 0161 793 2578 

Corporate Properties – As detailed in the report, global demand and the situation with 
Russia has driven energy prices to record highs.  Indicative renewal prices received 

in March suggested a potential increase of approximately 800% to the existing total 
contract value.  Given the unpresented potential increase, prices have been obtained 

at intervals to track the market which whilst remains very volatile, has seen some 
decline over the last 2 months. A 12 month contract will result in an overall increase in 
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contract value by £1.843m 363% for the SCC corporate estate (£3.206m 371% total 
contract). Given that the market is extremely volatile the energy team have 

recommended to fix for the 12 months in anticipation that markets may settle prior to 
renewal in July 2023.   There is no certainty that prices will fall over this period and 

there is always a degree of risk entailed when fixing your price and clearly this leaves 
us with a degree of uncertainty around the gas costs for 2023/24. 

This price increase will be covered by the corporately held provision for inflationary 

increases to ensure the budget is sufficient.  Whilst there is sufficient provision for this 
financial year, the adequacy of the inflationary increases provision will need to be 

reviewed in light of the high inflation we are currently experiencing. 

Debbie Fulton, Senior Accountant Tel: 0161 778 0486 
Schools - A large increase will have an adverse impact on the school’s budgets. 

 
PROCUREMENT IMPLICATIONS: Supplied by:  Heather Stanton, Category 

Manager Tel: 0161 686 6241 
 
As part of the Council’s Innovate program and budget challenges over the next three 

years, we should consider efficiencies, savings opportunities and enhanced contract 
management KPI’s as part of this procurement activity.  Given the current situation 

with the Ukraine/Russian war energy prices have risen to an all-time high so 
efficiencies and savings have been difficult, but the use of the YPO Framework was 
felt to be the safest and most cost-effective route at this time.  Constant monitoring of 

the situation is advisable within the next 12 months to establish a better position.   
 

The current contract with Gazprom ends at the end of June 2022 and a Council 
decision was made to move away from Gazprom as a provider.  The YPO framework 
will be utilised for a 12-month period to give the market a chance to stabilise.  We are 

looking to award to Corona as a direct award under the YPO Gas – 986 framework 
which is valid until 31st March 2024.  This complies with PCR and SCC standing orders. 

 

 

 
HR IMPLICATIONS:  Supplied by: N/A 

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

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 heat decarbonisation and ongoing monitoring and 

energy efficiency measures.  
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OTHER DIRECTORATES CONSULTED: N/A 

 
CONTACT OFFICER: Majid Maqbool 
TELEPHONE NUMBER: 0161 6076987

 

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

 


