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EXCERPT OF MINUTE OF MEETING OF POLICY AND RESOURCES COMMITTEE HELD ON 
23 NOVEMBER 2004 

LANARKSHIRE BIOMASS PROJECT 

17. There was submitted a report (docketed) dated 1 November 2004 by the Director of Planning and 
Environment (1) informing the Committee of the work of the Lanarkshire Biomass Pilot Project in 
which the Council was a partner; (2) seeking authority to put into practice the findings of the project, 
which would involve the installation of biomass boilers, using woodchip for fuel, within five Council 
owned properties at (a) Palacerigg; (b) Colzium; (c) Drumpellier; (d) Calderhead High School, and (e) 
Taylor High School, and within the offices of the Central Scotland Forest Trust at Shotts; (3) advising 
that the project cost for the Council owned facilities would be approximately f675,300, with funding of 
f546,200 being secured from other sources, as detailed in the report, giving an estimated Council 
contribution of f129,lOO; (4) proposing that the Council enter into agreements (a) with the Central 
Scotland Forest Trust, as official grant recipients, for the transfer of funding; (b) with Econergy for the 
design and installation of the boilers, through five similar contracts, and (c) with BIB Cochrane to 
operate and maintain the boilers for a period of 5 years, and (5) recommending, for the reasons 
outlined in the report, that a negotiated tendering procedure, in terms of Contract Standing Orders, be 
approved. 

Decided: 

(1) that the details of and the progress to date in relation to the Lanarkshire Biomass Project be 
noted; 

(2) that the negotiated tender procedure for the design and installation of five Biomass Boilers 
and for the operation and maintenance of the boilers, as detailed in Section 3 of the report, be 
approved; 

(3) that the Director of Administration be authorised to enter into legal agreements with the 
approved contractors and the Central Scotland Forest Trust, as detailed in the report, and 

(4) that the report be referred to the Education and Community Services Committees for 
information. 
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3.1 

Purpose of Report 

To inform members about the innovative Lanarkshire Biomass Project and seek their approval 
to begin the implementation phase of the project. 

Background 

The Council has been a partner in the developing Lanarkshire Biomass Pilot Project for a 
number of years now. Bioenergy\biomass is a renewable energy technology which uses plant 
material (primarily forestry produced wood chips) for energy purposes. The Project is about to 
reach the stage where heating boilers are to be installed in Council premises. This Report seeks 
Policy and Resources Committee’s approval to progress the project to implementation stage. 

It is proposed to install Biomass Boilers in a number of Council premises, including, Colzium 
House, Drumpellier Country Park Nursery, Palacerigg Country Park Visitor Centre, Taylor High 
School and Calderhead High School. In addition a further boiler installation is planned for the 
offices of the Central Scotland Forest Trust at Shotts. 

In undertaking this Project the Council will become a leader in this sustainable technology and 
will be in a very strong position to bring forward further new projects. This is a very significant 
project and allows the Council to progressively address Climate Change issues while supporting 
and creating employment opportunities which support the Scottish Executive’s drive for “Green 
Jobs”. 

Both the Council’s Education and Community Services Departments have been fully involved in 
the development of the Project. Both Departments are enthusiastic supporters of the 
Lanarkshire Biomass Project and can see a wide range of educational and promotional benefits 
in being an active partner in the process. 

The Lanarkshire Biomass Project. 

Biomass boilers use wood chip as their fuel, it is a clean technology and is classed by the 
Scottish Executive as a renewable source of energy. Biomass heat technology of the type 
proposed is the most widely used form of renewable technology in the EU, with an installed 
capacity 26 times greater than wind energy. In the UK, Biomass is the largest single renewable 
energy source providing about a third of total renewable energy. However, since the UK has the 
smallest proportion of renewable energy of any comparable EU Nation (at about I”/,) it has a 
significant growth potential. Scotland is uniquely positioned to expand its share of the biomass 
market because the Scottish forestry resource is expected to grow from around 5 million tonnes 
at present to 10 million tonnes by 2020. 



’ 3.2 The Lanarkshire Biomass Project provides a unique and innovative approach to the sustainable 
integration of renewable energy technology within public sector building stock - innovation 
which has been recognised within the significant project funding levels received from the 
Scottish Executive and the DTI. In order to ensure that this model continues to drive and lead 
best practice within this sector, a key element of this project will be to build Scottish based 
technical, logistical and business planning knowledge and expertise through this ‘on the ground’ 
initiative which can be disseminated and transferred to other Local Authority areas. 

3.3 Project Objectives 

The objectives of the Lanarkshire Biomass project are 

e to establish the use of renewable energy technology through the installation of biomass 
boilers systems with 5 Council owned facilities and one partner site. 

e Establish a viable and commercially sustainable bioenergy business based upon the sale 
of heat generated by wood fuel boilers and supplied in the form of hot water for space 
heating and domestic hot water. 

And in doing so the project will support the key environmental targets of the Scottish Executive by 

0 Increasing the use of renewable technologies to address climate change, and 

e Develop systems which will contribute to the reduction of waste to landfill through the 
potential recycling of waste wood as fuel, 

o Contribute to the commitment to reduce greenhouse gas emissions through the use of 
‘clean’ technology. 

3.4 How will the Project achieve its aims? 

3.5 This project will be the largest public sector biomass heat project in Scotland. The project 
comprises biomass boiler systems installed over six separate sites, with two being in the form of 
a micro grid and the other four as single building heating systems. 2.120 Megawatts of heat (this 
is roughly equivalent to heating 2000 homes) will be produced on an annual basis and the boiler 
systems will require 970 tonnes of wood chips and generate 883 tonnes of carbon emissions 
savings per annum. 

3.6 The estimated project costs for the Council owned facilities are f675,300. f546,200 of this is 
being provided from sources other than NLC. The remaining funding of f 129,100 has been 
agreed by the Council’s External Funding Group. 

DTI 139,800 
Scottish ExeclEnergy Saving Trust 381,400 
Scottish Enterprise 10,000 
SEFIC (Scottish Enterprise Forest Industries Cluster) 10,000 
SNHlForward Scotland 5,000 

NLC Contribution 
546,200 
129,100 

Total 675,300 

Scottish Executive /Energy Saving Trust funding of €223,541 has been secured for Palacerigg, 
Drumpellier and Taylor High and it is expected that confirmation of their funding for the other 
schemes will follow. 



3.7 

3.8 

3.9 

In summary, the Council will obtain f675,300 worth of new renewable energy boiler equipment 
for a contribution of f 129,100. The existing fossil fuel boiler systems will all require upgrading or 
replacement in due course and so this represents a significant ‘avoided cost’ and direct financial 
benefit to the Council. The Council will take ownership of these new assets. 

The Council will purchase operation and maintenance of the boiler systems and delivery of fuel 
over a 5 year contract period that can be renewed every 5 years thereafter. The boiler systems 
have a design life of approximately 25 years. The operational costs of the new biomass systems 
will match the current operational costs of the existing systems so that the Council will not be 
paying more for renewable heat than they pay at present for fossil fuel heat. However it is widely 
expected that the price of gas and oil will rise in the coming years whereas the proposed 
biomass heat system will offer price certainty pegged to adjustments in RPI. Thus, in the longer 
term it is expected that the conversion to biomass heat will provide operational savings. 

In order to develop the project it was necessary to bring in expert contractors. The process by 
which they were chosen on behalf of the Council by the Project managers, the Central Scotland 
Forest Trust was through a quality based tender exercise. In summary, four companies were 
approached in June 2003 and asked to respond to a brief for implementing the Project. This 
exercise highlighted that only two of the companies, acting together, could deliver what was 
required and accordingly they were appointed to undertake the Project. 

3.10 Legal and Financial Issues 

e Best Value 

3.1 1 As members will be aware, the Local Government in Scotland Act 2003 introduces sustainable 
development as one of three cross-cutting themes. Of central importance is the Duty of Best 
Value which, alongside the Duty of Community Planning and the Power to Advance Well-Being, 
must now ‘make a contribution to sustainable development’. This Duty and the new scope of 
Best Value provide an excellent opportunity to promote continuous improvement within Local 
Government services. Part of that service improvement is the development of modern 
sustainable energy sources for Council properties. This Biomass Project is a prime example of 
delivering on this new ‘duty’. The Council will be putting in place a heat supply system that is 
carbon neutral and therefore will make a contribution to both air quality and Climate Change. 
The system will also be very efficient in terms of running costs. At present gas prices are 
increasing very significantly however the Biomass project would offer the Council heat at the 
same cost as current gas prices which would be guaranteed for at least 5 years proofing the 
Council against cost rises. 

3.12 The Council’s Design Services have agreed to verify and vet the design process for the Project. 

o Legal Agreements 

3.13 In order to progress this Project there are two key legal agreements which the Council has to 
enter into:- 

e The first is with Econergy to design and install the five Biomass Boilers, through five similar 
contracts. 

o The second is with BIB Cochran to operate and maintain the Boilers. 

3.14 There will also be an agreement that the Central Scotland Forest Trust (CSFT), who have co- 
ordinated and secured the external funding for this project, and will be the official Grant recipient 
for Government funding issued to the Lanarkshire Biomass Project. They will pass on funding to 
the Council and a legal agreement will be put in place to ensure this. 



\ ' 3.15 Each individual scheme within the overall project will be done in accord with both planning and 
building regulations approval. 

3.16 The Lanarkshire Biomass Project, on behalf of the Council, has already undertaken a quality 
based tender exercise and has commissioned a boiler supplier (Econergy Ltd) and a boiler 
maintenance company (BIB Cochran) to undertake preliminary designs and pre-tender cost 
estimates. Econergy Ltd were formed in 1999 and are regarded as one of the UK market 
leaders in design and installation of biomass heating schemes. Crucially they were also the only 
Company who brought with them the DTI Grant funding. Their role is to design, cost, procure 
and oversee the commissioning of the systems. Boilers will be procured from European 
suppliers as there are no suitable UK suppliers. However, modifications and fuel handling 
systems will be added locally to a bespoke Econergy design by BIB Cochran at their 
manufacturing plant in Scotland. BIB Cochran are the only Scottish based (fossil fuel) boiler 
manufacturing company who provide packaged energy service solutions. Their role will be to 
operate and maintain the boiler systems and via a subcontract to organise and ensure the 
delivery of wood fuel. 

, 

3.17 There are a number of contracts which will be let as part of the installation of the Biomass 
Boilers. 

3.18 Given the very specialist and developmental nature of this project; the few businesses dealing in 
Biomass; and the fact that Ecoenergy were the only Company to bring DTI Funding to the 
Project in the tender exercise referred to in paragraph 3.9 of this report, it is considered that 
neither the open nor restricted procedure would be appropriate as the selection procedure. 
Accordingly it is recommended that the Committee approve the negotiated tendering procedure 
in accordance with the Standing Orders for Contracts, paragraph 7.4. It is confirmed that the EU 
Procurement Rules do not apply to the relevant Contracts, estimated values of which are 
detailed in paragraphs 3.20 and 3.21 of this report. 

3.19 There are two types of contract that the Council requires to enter into, one is with Econergy for 
the installation of the boilers and this represents a Works Contract. The other agreement is with 
BIB Cochran and this is a Services Contract to maintain and operate the Boilers. 

3.20 The budget estimates of each contract are as follows:- 

The capital contract values for each site are: 
Palacerigg f 50,000 
Colzi u m f 46,000 
Drumpellier f 86,000 
Calderhead f214,500 
Taylor f 167,500 
Design and Commissioning of boiler systems f 1 1  1,300 

Total f 675,300 

3.21 The expected annual revenue\operational contract values for each site are: 

Palacerigg 
Colzium 
Drumpellier 
Calderhead 
Taylor 

f 4,750 
f 3,250 
f 5,800 
f 27,500 
f 21,000 

3.22 These operational contracts will last for 5 years and are based upon the heat supplied and 
used. It is confidently expected by the contractors that operational costs will not exceed current 
operational costs for conventional boiler systems. 
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Sustainability implications 

This Project is a demonstration of all the positive benefits of sustainable development. It is 
promoting a clean fuel which will help address Climate Change issues, it will deliver ongoing 
cost savings. It will provide employment in the growth area of "green jobs" and ultimately may 
use fuel derived from the Council's woodland management regime, thereby saving further costs 
and reducing landfill. 

Corporate Considerations 

The implementation of this project will allow the Council to make significant short and medium 
term cost avoidance savings. This is because the Biomass Project will fund the new boilers 
which would otherwise have had to have been replaced and paid for through the normal 
procedures. 

Additionally the environmental benefits of using clean technology will make a contribution to the 
Council's emerging Climate Change Strategy and Air Quality Strategy. 

Recommendations 

It is recommended that Committee: 

Notes the details of the Lanarkshire Biomass Project and the progress to date. 
Approves the negotiated tender procedure for the design and installation of five 
Biomass Boilers and for the operation and maintenance of the boilers as detailed in 
Part 3 of the Report. 
Authorises the Director of Administration to enter legal agreements in appropriate 
terms. 
Refers the report to Education and Community Services Committees for information. 

(i> 
(ii) 

(iii) 

(iv) 

David M. Porch 
DIRECTOR OF PLANNllNG AND ENVIRONMENT 

(1 November 2004) 

Local Government Access to Information Act: for further information about this report, please contact 
Phi1 Gaunt on 01236 616252. 


