
 

 

 

Cabinet 
18 May 2021 

Report of: Councillor Robert Reid 

  Cabinet Member for Housing and 
Planning 

           

 

Procurement of Off-Gas Heating Contract 

This report seeks approval for the award of a contract for the installation of electric heating and 
renewable energy in Council owned properties that do not have gas supply. The recommendation 
is for a contract to be awarded to Phoenix Gas Services Ltd for 3 years (with a one year 
extension) in the sum of £7,492,752.00m.   
 
Appendix A to this report is exempt under paragraph 3, Schedule 12A of the Local Government 
Act 1972 (as amended) because it contains information about financial and business affairs of the 
authority. 
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Recommendation (s) to the decision maker (s) 

 
Cabinet is asked to: 
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1) Note the current position in relation to the energy efficiency of the Council’s 
housing stock in “off-grid” areas of the District, and options around works to 
improve the properties; 

2) Note the award of £926k Green Homes Grant to the Council and the use of 
the Chief Executive’s delegated powers to accept the Grant on behalf of the 
Council; and  

3) Approve the award of a contract to Phoenix Gas Services Ltd to undertake 
the installation of electrical heating and renewable technology to Council-
owned dwellings for a three year period (with a potential one year extension) 
to a maximum total value of £7,492,752.00.  

 



 

 
 

1 The Background to the Report 

1.1 The Council has a clear commitment in its Corporate Plan 2020-2023 to provide “Housing 

that meets the needs of all residents” and to take action to reduce the Council’s carbon 

footprint.  Providing Council homes that are cheap to heat and perform well in terms of 

energy efficiency will make an important contribution to achieving this. 

1.2 Mains gas remains the lowest cost fuel for domestic space heating - those without gas 

generally pay more to heat their home and are more likely to face fuel poverty as a result. 

The Council recognises there are substantial areas of the district without gas supply so 

alternative heat sources will be required to update and improve overall thermal efficiency 

within the home. 

1.3 The Council is exempt from the regulations taking effect in 2025 requiring a rented 

property to have an Energy Performance Certificate (EPC) rating of C or above.  

Nevertheless, this is a realistic EPC rating for the Council to aim for across its stock. The 

Council has identified around 1200 properties in its housing stock in rural locations with no 

mains gas supply. Of these, around 25% have an EPC rating of E, F, or G with the 

remainder having an EPC rating of D. These properties are a mixture of flats, bungalows, 

traditional build semi-detached houses, and non-traditional build semi-detached houses; 

around a quarter have an old solid fuel burner and the remainder have inefficient old 

radiator storage heaters. 

Proposed Works  

1.4 Several alternatives to gas have been explored – these are tabulated below with some 

comment: 

Options Pros/Cons   

Ground 
Source Heat 
Pumps: 

• high installation costs and complex design 

• depends on a thorough understanding of the 
geological conditions 

• specialist advice required 

Rejected  

Air Source 
Heat Pumps 

• need electricity to run 

• heat output is greater than the electricity input 

• the cheapest new heating solution per property 

Preferred  

‘Smart’ 
storage 
Heaters 

• widely available 

• minimum disruption to the dwelling 

• easy to use 

• technical appraisal for installing these heaters is 
simple and easy 

Preferred 

Solar 
Thermal Hot 
Water 
System 

• use solar panels to collect heat from the sun to 
heat up water that is stored  

• boiler or immersion heater used as a back up 

• would need to be combined with a modern 
storage heating system 

• maintenance costs of the system are 
competitive 

Preferred  

 

1.5 Dependent on individual property surveys, the intention is to fit either: a) Air Source Heat 

Pumps, or b) Smart Storage Heaters and a Solar Thermal Hot Water System. The 

technology is still developing around solar thermal options and installed units are 



 

 
 

anticipated to be further upgraded relatively easily as new technology is deployed.  The 

operating arrangement for tenants is the same as storage heating.  Maintenance costs of 

the system are competitive (although more than storage heating at present) but again the 

Council wishes to test this overall heating option given the scale of the heating and 

insulation challenge and the need to consider and contribute to any emerging 

decarbonisation agenda for the public sector housing stock. 

1.6 In addition to new heating system installations, to ensure the improvement of the thermal 

efficiency of the building envelope other works need to be delivered, mainly UPVC double 

glazed windows and new composite doors - suitable capital programmes will be 

progressed in relation to these other property elements.     

1.7 It will be important for SKDC to provide appropriate guidance and support to tenants to 

ensure effective use of systems to maximise heating bill reductions, provision of warmth 

and tenant satisfaction in respect of all installations identified. 

Green Homes Grant Award  

1.8 The Council was advised in March 2021 that it had been awarded Midlands Energy Hub 

Green Homes Grant to undertake heating system improvements to the Council’s housing 

stock.  These grants are allocated to local authorities through the Local Authority Delivery 

(LAD) scheme, to improve the energy efficiency of homes of low-income households, 

helping reduce fuel poverty, phasing out high carbon fossil fuel heating, and delivering 

progress towards the UK’s commitment to net zero by 2050.   The Council will receive a 

total Green Homes Grant of £926k (£850k capital grant and £76.5k project/admin costs), 

increasing the budget available in 2021/2022 from £3,885,000 to £4,811,000. 

1.9 The Council was required to confirm acceptance of the grant by a deadline of 15 April 

2021 – given this tight deadline and the clear benefit to the Council from the acceptance of 

the Grant, the Council’s Chief Executive made use of the delegated power allowed by 

Article 16 of the Constitution to formally accept the allocation.   The Constitution requires 

any such decision to be presented to the next meeting of Cabinet, Council or Committee. 

1.10 Cabinet may wish to note the deadline for spend of the Grant is 31 December 2021.  

Accordingly, the most efficient and best value for money approach to procuring the works 

taking account of that timeline, was via the framework outlined below.  

Contract Award 

1.11 Consideration was given to using traditional tendering of these works, however due to the 

costs, and complexity of the works and specification an OJEU compliant framework was 

considered the best option. As noted at 1.10, the necessary timeline to complete 

procurement is a material consideration in this case. 

1.12 The contractors from the Fusion 21 Framework were assessed using price and quality 

assessments.  There are 16 contractors available within Lot 7 – Installation of Air and 

Ground Source Heat Pumps, and 9 contractors available within Lot 9 – Installation of 

Electric Heating Systems.  Following an expression of interest and to ensure contractors 

can meet the requirements of the Grant money (Trust Mark accredited), three contractors 

returned an interest.  Phoenix Gas Services Ltd ranked overall 1st place in Lot 7 and 2nd 

place in Lot 9.   

 

 



 

 
 

2 Consultation and Feedback Received, Including Overview and Scrutiny 

2.1 All works are carried out in accordance with the contract specifications. Whilst all the 

works within the scope of this contract are necessary all tenants are to be consulted in 

advance of any activities taking place so that they are aware of the potential scope and 

nature of any works, which may be required following any initial survey work, which would 

be completed first. Clearly every effort will then be made to ensure the works are then 

completed with specific customer needs in mind, and which best suits the specific tenant 

needs. The contractor has been advised of the need to carefully consider works activity 

with this requirement in mind, to ensure maximum customer acceptance and satisfaction. 

The contract will ensure these requirements are project managed carefully with a set of 

agreed Key Performance Indicators (KPI’s) put in place to monitor outcomes and 

satisfaction levels. 

3 Available Options Considered 

3.1 Do nothing – this option was discounted as currently, the minimum energy efficiency 

standards allowed for rented properties are a minimum of an E rating on their Energy 

Performance Certificate (EPC). The new EPC regulations would mean that from 2025, a 

rented property would need to have a certification rating of C or above. The changes are 

to ensure homes are more energy-efficient and to reduce carbon waste, progressing 

towards the government's net-zero targets.  As a registered Social Housing provider the 

Council exempt from these regulations but aspires to meet them. 

3.2 Use alternative tender and procurement options – as detailed at section 1.11 above, 

alternative procurement methods were discounted due to the tight deadlines for spend of 

the Green Homes Grant.   

4 Preferred Option 

4.1 As detailed above, the Council has considered contractors from relevant OJEU compliant 

frameworks. The chosen contractor is Phoenix Gas Services Ltd of Furlong Road, 

Tunstall, Stoke-on-Trent, Staffordshire, ST6 5UD.   

5 Reasons for the Recommendation (s) 

5.1 If approved the works meet a core objective of the Corporate Plan in providing high quality 

homes and services to those who rent property from the council and will be a significant 

step towards meeting the Homes Standard. 

5.2 Phoenix Gas Services Ltd was identified as providing the best value for money when a 

price and quality comparison was completed with other contractors on the Framework and 

also taking account of the company’s ability to deploy the necessary resources to meet the 

installation requirements of the Council.  

6 Next Steps – Communication and Implementation of the Decision 

6.1 The contractors have been contacted and given the necessary information relating to the 

contract and have confirmed a willingness to proceed as soon as practically possible 

subject to final Cabinet approval.  Tenants of properties included in the programme will be 

contacted and given advice and information and engaged and supported throughout the 

programme. 

 



 

 
 

7 Financial Implications  

7.1 The works contained within the contract are capital activities and these are to be funded 

from HRA Capital Programme that was approved by Council on 1 March 2021. 

7.2 Central Heating, Ventilation and boiler replacement works are capital budgeted works of 

£3,885,000 per year for 2021/22 and 2022/23, and £4,240,000 for 2023/24. The contract 

value of this proposed contract includes £926,000 of the Green Homes Grant allocation 

that is referred to in the report.  At the time of the formation of the capital allocations, the 

grant was not known and therefore the 2021/22 allocation will be increased accordingly. 

The remaining of the Capital budget covers the Gas Central Heating installations. The 

budget and contract arrangements are sufficient to cover the 4-year contract period 

possible under the contract arrangements, and approval requested, and which therefore 

has a total value of £7,492,752.00. 

Financial Implications reviewed by: Richard Wyles, Interim Director of Finance 

8 Legal and Governance Implications  

8.1 The Council has used a legally complaint framework, Fusion 21, to select its contractor. 

The framework permits either a direct award, or the Council could have run a mini 

competition. Given the timeframe to utilise the grant funding and the fact that the preferred 

bidder scored highly (first and second in the 2 lots respectively), the direct award route is 

justified.  

8.2 The procurement for this contract is therefore fully compliant with the Public Contract 

Regulations 2015. Advice was sought from Welland Procurement on the procurement 

route selected and they have confirmed that due process has been followed in letting the 

contract. 

Legal Implications reviewed by: Shahin Ismail, Assistant Director Law and 

Governance 

9 Equality and Safeguarding Implications  

9.1 The nature of the works is to assist our tenants in providing safe and compliant homes in 

accordance with the necessary requirements of the Homes Standard.  The necessary 

equality and safeguarding matters will be considered prior to contract works commencing 

in each case and agreed with those involved in delivering the improvements required. 

10 Risk and Mitigation 

10.1 Failure to carry out these works will be detrimental to both our tenants and the Council’s 

housing stock.  There would also be the impact on not achieving the Council’s declared 

climate emergency in September 2019 when it pledged to reduce its carbon footprint by at 

least 30% by 2030 and become net-zero carbon as soon as viable before 2050.  

10.2 Poor contractor performance – mitigated by adequately resourced contract management 

including regular contractor meetings, supervision of works, adherence to contract terms. 

10.3 Contractor unable to fulfil all works – mitigated by contract provisions. It should also be 

noted that the contracts are awarded on a non-exclusive basis and ultimately there is the 

option to terminate and re-procure the contract if necessary. 

 

 



 

 
 

11 Community Safety Implications  

11.1 Using coal and other mineral solid fuels for home heating will usually result in higher 

emissions of both local air pollutants (such as particles and sulphur dioxide) and carbon 

dioxide (the greenhouse gas) than an equivalent natural gas fired system, and therefore 

coal fired heating will normally have a higher environmental impact than gas. By removing 

solid fuel heating systems, the Council will minimise the environmental impact by ensuring 

the homes are as energy efficient as possible. 

12 How will the recommendations support South Kesteven District 

Council’s declaration of a climate emergency? 

12.1 The recommendations in this report are carbon positive, solid fuel heating has a very high 

output of CO2 emissions, removing these systems and replacing with electric or 

renewable heating such as air source could reduce these emissions massively. The 

removal of old inefficient electric heating system and solid fuel heating systems to more 

efficient electric or renewable technologies-based heating systems will reduce the carbon 

footprint produced by SKDC housing stock. Using exampled figures for a solid build, 

insulated property, replacing a solid fuel heating with an air source heat pump can reduce 

CO2 KG per year from 5720.75 to 497.79, a reduction of 91.3% in CO2 emissions per 

household. We will also look to introduce steps to build an environmental plan for 

domestic properties to increase carbon efficiency in our stock with other methods, i.e. 

insulation. 

13 Background Papers 

13.1 Officer Delegated Decision – Acceptance of Green Grant Funding 

14 Appendices 

14.1 Appendix A. Heating and Renewables Framework Installation of Air Source Heat Pumps 

and Electrical Heating Systems - Lot 7 and 9 Direct Award Report VF1 (confidential 

document) 

 

 

 

Report Timeline:  Date of Publication on Forward Plan (if 
required) 

N/A 

Previously Considered by: N/A N/A 

Final Decision date   18 May 2021 

 


