
 

 
 

 
ITEM NO. 

  
 
 REPORT OF THE STRATEGIC DIRECTOR OF PLACE  
 

  
 
 TO PROPERTY & REGENERATION BRIEFING ON 12th DECEMBER 2022  
  
 
TITLE: GM PUBLIC SECTOR DECARBONISATION SCHEME BRIEFING – PSDS 3 &   
            PSDS 3b 

  
 

RECOMMENDATIONS: 
 

i. That the City Mayor and Lead Member note that the number of installations of 
air source heat pump systems under PSDS 3 has reduced to 2 sites to ensure 
Salford City Council’s continued participation in the ‘Supporting Greater 
Manchester Regional Heat and Energy Decarbonisation Delivery’ Scheme – 
PSDS 3. 

ii. That the City Mayor and Lead Member notes the requirement to accept and 
sign an amended Grant Funding Agreement Letter for PSDS 3, once it has 
been received, including the increased match funding requirement. 

iii. That the City Mayor and Lead Member approve our involvement in the PSDS 
3b bid and the requirement to accept and sign a Grant Offer Letter for the 
further round of funding (PSDS 3b) and the match funding requirements 
should we be successful. 

  
 

EXECUTIVE SUMMARY: 
 

Salford City Council (SCC) is part of a consortium, led by the Greater Manchester 
Combined Authority (GMCA), for Government funding to install heat decarbonisation 
and energy generation technologies across the public estate.  
 
In this round, PSDS 3, the consortium has secured £15.5m Government funding for 
the Public Sector Decarbonisation Scheme, through Salix as the funding body and 
Department for Business, Energy & Industrial Strategy (BEIS) as the relevant 
government department. 
 
As part of that bid SCC had secured £331k of grant funding for the installation of Air 
Source Heat Pumps at 4 sites with the remainder of the £780k budget being met by 
SCC USB capital budget. Of the four sites identified originally only 2 have been 
selected as viable options for delivery in this round of PSDS as following the 
procurement process costs for all four sites were not in line with pre tender budget 
estimations. Current market conditions, inflation and supply chain issues have 
determined the inclusion of all four sites was no longer economically possible with 
the budget envelope allocated through the funding. It should also be noted that the 
grant regime is less generous than previous rounds. 
 



 

Feedback from partner authorities within the PSDS 3 consortium has confirmed cost 
increases in this sector are being seen across the board with others reducing their 
project scope for this round.  
 
In addition, Salford City Council has selected 1 site to put forward in the round 3b 
Public Sector Decarbonisation Scheme, another bidding round of the scheme on 
which GMCA are leading a funding consortium bid. The application opened 12th Oct 
22 and the process is similar to previous rounds with site selection criteria and first 
come first served basis of funding allocation. The GMCA bid submitted included 
grant of £387k for Salford for the Eccles Town Hall site. Similar to PSDS 3 there will 
be a requirement to provide match funding from Council budgets. We expect 
notification of funding award early 2023.  
 
  
BACKGROUND DOCUMENTS: 

 

 Five year environment plan for Greater Manchester 

 Salford’s Climate Change Strategy – Creating a city prepared for the future 

 Property & Regen Briefing - GM HEAT AND ENERGY DECARBONISATION 

SCHEME – BATTERIES & PSDS3– 28th February 2022 

  
WARD(S) TO WHICH REPORT RELATE(S): 
 
ALL 
  
 
KEY COUNCIL POLICIES: 

 

 Five year environment plan for Greater Manchester 

 Great Eight – Tackling the Climate Emergency 

 Climate Emergency Declaration  
  

 
1. Introduction 

 
The report presented to the 28th February 2022 Property & Regeneration Briefing 
outlined the update of the ‘Supporting Greater Manchester Regional Heat and 
Energy Decarbonisation Delivery’ Bid.  
 
The Public Sector Decarbonisation Scheme 3 funding consortium bid has been 
approved by Salix and an award has been made to GMCA of £15.5m. This report is 
seeking to update previously outlined scope, project costs and associated grant and 
match funding requirements in respect of SCC’s proposal under this scheme.  
 
The total project value for Salford City Council was originally £747,467 to install Air 
Source Heat Pumps at 4 sites. Following the procurement exercise, costs for all four 
sites were not in line with pretender budget estimations. Current market conditions, 
inflation and supply chain issues have determined the inclusion of all four sites was 
no longer economically possible within the budget envelope allocated through the 
funding. As a result, the scope of the project has been updated with 2 sites now 
being taken forward.  



 

 
Salford City Council’s proposal includes 2 Salford City Council owned sites, as listed 
at Annex 1. 
 
This report also provides an update on the next round of the Public Sector 
Decarbonisation Scheme 3b which GMCA submitted a consortium funding bid for on 
12th Oct 22. SCC identified 1 site which met with funding criteria and estimated 
budget requirements, as listed at Annex 2. Should the bid be successful this report 
requests approval to sign the Grant Offer Letter and including match funding 
requirements through SCC capital budget funding.  
 
2. Background 
 
The Greater Manchester’s 5-Year Environment Plan sets out GM’s long-term 
environmental vision. The plan sets out urgent actions that need to be taken in the 
next 5 years to help achieve carbon neutrality by 2038. On 17 July 2019 the council 
unanimously declared a Climate Emergency underlining the seriousness of the need 
to mitigate climate change. 
 
Salford City Council is seeking to install air source heat pump systems at 3 sites to 
continue that commitment to reducing fossil fuel use as part of its contribution 
towards Greater Manchester’s target of becoming a carbon-neutral city region by 
2038. The schemes will decarbonise the heat at the three sites saving an estimated 
83.62 tCO2e per annum. 
 
3. PSDS 3 update 
 
Following the procurement exercise, and resulting increase in costs, the scope of the 
project has been updated with 2 sites now being taken forward with a total project 
value of £870,238. This is grant funding of £245,686 and match funding of £624,552. 
Additional match funding from SCC’s existing Capital USB Budget has been 
identified to enable these 2 sites to proceed. 
 
The 2 sites selected, Turnpike House Messroom and Beesley Green Community 
Centre, for PSDS round 3 have been reviewed and accepted by Salix alongside the 
eligibility criteria for the funding.  
 
Alongside the installation of air source heat pumps, which will decarbonize the 
heating systems, all 3 buildings will also receive other building fabric improvement 
works inclusive of loft and roof insulation, window and door glazing upgrades. This 
will also improve the energy efficiency of the buildings. 
 
Given the timescales remaining to deliver the round 3 project it is important to note 
works will be funded by the grant funding first and then match funding. Any works 
completed post 31st March 2023 date will be funded by the project match funding.  
 
It is anticipated round 3b will also be structured in much the same way with tight 
funding award and delivery dates and a match funding requirement alongside any 
grant award. 
 
Following the successful delivery of PSDS 1 there is confidence that these sites can 
also be delivered by funding deadlines. 
 



 

3.1 Procurement 

The Procurement Board on 20th April 2022 approved that the council would seek to 
procure the design and build of the PSDS 3 works through the Procure Plus 
Framework.  
 
A mini competition procurement process was undertaken as per the Framework 
guidance, and the successful contractor, Rothwell Group, has been appointed 
following Procurement Board approval to award the contract on 26th October 2022. 
 
The mini competition was evaluated with the following weightings, 40% Commercial 
and 45% Quality and 15% Social value. Rothwell’s were the only supplier who 

submitted a tender, their submission was in line with their bid to be a Framework 

Supplier and the supplier is appointable based on their submission. 

 
3.2 Grid Considerations 
 
At this stage we do not anticipate any grid connection issues, early engagement has 
taken place with ENW and the 2 sites within round 3 have been shared with them. 
ENW have completed an initial review of both and confirmed no key considerations 
or issues with connections at either site.  
 
3.3 Planning 
 
It is understood that planning will be required at both sites as installations of this 
nature are subject to Planning Approval. Noise impact assessments will be 
undertaken as part of this process and where stipulated allowance made for acoustic 
enclosures. Work will be done to complete and submit the required planning 
applications. 
 
4. PSDS 3b 
 
The Public Sector Decarbonisation Scheme 3b, like previous rounds, has specific 
eligibility criteria that must be met to submit a compliant bid. 
• Applicants must be a public sector organisation.  
• Applicants must be using a fossil-fuelled heating system.  
• The heating system in question should be coming to the end of its useful life. 
• The heating system must be replaced by a low carbon alternative.  
• A ‘whole building’ approach must be taken to decarbonisation where the  
           building should be made as energy efficient as is practical before the low  
           carbon heating is installed.  
• The projects will be for delivery in 23/24. 
• Applicants must contribute a proportion of their own funding towards the  
           project. As a minimum this proportion is equivalent to the full costs of   
           replacing their existing heating system on a like-for-like basis. 
• £325 cost per tonne of CO2e –reduced from £500 in PSDS 1. 
 
On behalf of Salford, GMCA funded feasibility studies to be undertaken by Anthesis 
on two sites identified by Salford as meeting the grant funding criteria. The reports 
show that both Burrows House and Eccles Town Hall are suitable for a range of 
Decarbonisation measures.  
 



 

In preparation for another round of PSDS funding, a Capital USB bid was submitted 
for £500k in 23/24 to be used as match funding for the scheme. 
 
However, after reviewing the estimated costs to decarbonize the sites and allowing 
for additional costs for contingency, inflation, planning conditions etc the estimated 
total cost was far more than the potential grant of £605k with £500k match funding.  
 
Therefore, after review of the sites, the view is that Eccles Town Hall is the preferred 
site currently in terms of impact and carbon savings for Salford.  
 
The total estimated project value for Salford City Council is £1,040,460 to install air 
source heat pumps, new radiators, pipework, double glazing and PV at this 1 site. 
The funding split for the project will be Grant of £387,756, Invest to Save of £49,538 
(for the PV element of the project) and match funding of £603,166 from Capital USB, 
£100k more than the original capital bid. The capital bid for £500k for 23/24 which 
had been submitted and has now been resubmitted to increase it to £600k to cover 
the estimated costs. 
 
This report is seeking to update on the progress of the PSDS 3b bid and confirm that 
should the bid be successful approval will be sought to sign the Grant Offer Letter,  
once match funding requirements through SCC capital budget funding have been 
confirmed.  
 
4.1 Procurement 

We will discuss the most appropriate route to market to tender the installations which 
will likely be a Framework. Given the value, the request to go out to tender and 
award of the contract will be taken to procurement Board for approval. 
 
4.2 Grid Applications 
 
Work has continued to ensure SCC is able to work quickly following approval of the 
sites with applications for grid connection to be submitted to Electricity North West. 
 
4.3 Planning 
 
Following the installation of PSDS 1 Air Source Heat Pumps the team understands 
the requirement for Planning Approvals for installations of this type at public sector 
sites. Work will be done to complete and submit the required planning application. 
 
5. Delivery 

The GMCA have established a Delivery Group for the partners of the PSDS 3 and 
PSDS 3b projects that meet monthly to discuss progress and issues as well as a 
dedicated Programme Manager for the scheme who works with partners. There are 
monthly grant claims and progress reports that SCC submit to provide updates on 
progress with the delivery of the scheme.  
 
Internally, there is a multifunctional team from property, energy management and 
regeneration supporting the delivery, who report to the Head of Buildings & Facilities 
on the scheme. 
  
 



 

ASSESSMENT OF RISK: 
 

The main risks to the proposal are as follows:- 
 

1. Procurement of necessary specialist contractors to deliver the installations  
 
Mitigation: Initial discussions will be had with Procurement. 
 

2. Disruption to Council Services during site works 
 
Mitigation: Detailed review of the surveys to identify possible disruptions, installation 
duration, key usage of sites and implement mitigation. The impact of COVID 19 will 
also need to be factored in but could mean reduced usage of buildings. Collaborating 
with internal service colleagues and early discussions with sites to identify alternative 
accommodation should that be required. 
  

3. Timescales for installation 
 

Mitigation: Planning of approval process and procurement exercise have been 
mapped out to ensure works can be awarded with enough time for installation. Early 
engagement with DNO partner ENW to identify works required, cost implications and 
delivery issues. 
 

 

 
SOURCE OF FUNDING: 
 
Public Sector Decarbonisation Funding – Grant  
USB Capital 22/23 – Low Carbon & Property (PSDS 3) 
USB Capital 23/24 - Low Carbon & Property (PSDS 3b) – Subject to USB Capital Bid 
Invest to Save Funding (PSDS 3b) - Secured 

 

 
LEGAL IMPLICATIONS:     Provided by: Shared Legal Service 
 
The report confirms continuing support for the Council’s ambitions in becoming a zero 
carbon city and contribution towards Greater Manchester’s target of becoming a 
carbon-neutral city region by 2038, together with the additional actions to be taken to 
deliver the installation of heat decarbonisation and energy generation technologies 
across the Council’s estate. 
 
The report refers to future procurement activity which is to be carried out to support 
and achieve the installation of the air source heat pumps for which any such activities 
must be undertaken in accordance with the Council’s own contractual standing orders, 
Public Contracts Regulations 2015 (PCR), and any specific grant conditions which 
might impact the procurement. As the report confirms, Procurement Board approval 
will be obtained prior to going out to the market and any award, more than likely using 
an appropriate framework arrangement such as Procure Plus or the GMCA’s Go 
Neutral Framework. 
 
The Procure Plus Framework Agreement for example has specific lots for delivery of 
projects including the installation of heat pumps, whereby suppliers have been 
preselected to supply the defined scope of works or services under an agreed set of 



 

terms and conditions. The terms and conditions established under the framework 
agreement govern the contracts let under the framework although each contract will 
inevitably have some differences to reflect the agreement struck between the parties 
to the contract. 
 
The Council is awaiting updated grant funding conditions for PSDS 3 due to the need 
to re-scope the project as a result of inflationary and cost pressures, and a further 
grant funding agreement for PSDS 3b, which will no doubt refer to/incorporate 
milestones, grant purposes, completion dates, etc. so discussions and changes on 
work programmes would clearly have an effect. There may also need to be an 
understanding that usually grant terms and conditions do not favour the recipient, and 
some conditions/milestones etc. may need to be accepted whereas in a more usual 
services contract there might be more negotiation and balance. The terms of the 
revised, and new, grant funding agreements will need to be adhered to in the event 
that there are clawback provisions for failure to comply with timescales and any other 
relevant conditions. 
 

 
FINANCIAL IMPLICATIONS: Provided by: Alison Woods, Interim Commercial 
Finance Manager 
 
Date: 26th October 2022 
 
PSDS 3 
 
Capital implications 
 
It is proposed that the total estimated project costs, which amount to £0.870m, will be 
met from a combination of £0.246m secured PSDS government grant funding and 
£0.624m general unsupported borrowing (SCC match funding), within the approved 
Property capital programme for 2022/23 (and subject to scheme virement approvals). 
 
The estimated contractor costs of £0.785m, comprise of a fixed price allocation of 
£0.616m and a risk allowance of £0.169m, (which includes for planning condition 
costs).  The risk allowance has been reasonably estimated based on previous PSDS1 
project delivery experience and is entirely within SCC control, only being payable upon 
variation order request and further to satisfactory sign off by SCC. 
 
Additional project costs of £0.084m, which are outside of the scope of the contract 
appointment, cover internal officer fees, a GMCA programme management fee of 
3.5% of the approved budget and DNO costs. 
 
Expenditure code: P00065 
 
Revenue Implications 
 
It should be noted that the primary purpose of the project is to reduce carbon and 
fossil fuel usage in public sector buildings, not to generate revenue savings. 
 
As such, there are no significant revenue savings resulting from this scheme and the 
minor revenue expenditure savings indicated during the initial bid stage will 
contribute towards offsetting the energy price increases, which are currently being 
experienced across the sector. 



 

 
PSDS 3b 
 
Outline project costs of £1.040m have been established from a feasibility study 
undertaken during 2022 and a grant funding bid was submitted to the GMCA in 
October, the outcome of which is expected early in 2023.  
 
SCC match funding is being sought via a capital bid for general unsupported borrowing 
of £0.600m in 2023/24, with an invest to save element of £0.050m.  
 
An in depth financial assessment, will be required as soon as funding sources are 
secured and SCC has gone out to tender for the contract, at which stage there will 
be more clarity on the cost implications. 
 
 

 
PROCUREMENT: Provided by: Heather Stanton, Category Manager xt 6241 
 
This contract was procured as a further competition under the Procure Plus 
Framework.  This is a compliant route to market which complies with PCR’s 2015 
and SCC standing orders. 
 

 
CONTACT OFFICERS: 
 
Hayley Nixon – Commercial Project Manager 
Majid Maqbool – Energy Manager 
  
 
Annex 1 – PSDS 3 Confirmed Sites 
 

Site Technology 

Beesley Green Community Centre  Heat 

Turnpike Messroom  Heat 
 
Annex 2 – PSDS 3b Proposed Sites 
 

Site Technology  

Eccles Town Hall Heat & Solar 

 


