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REPORT

To: Environment and Transport Committee 1 June 2011

From: Executive Director – Infrastructure Services

PLANNING AND PERFORMANCE MANAGEMENT FRAMEWORK: SUMMARY
WORKPLAN

1. Introduction

1.1 This report presents the summary workplans, to set the scene for
each Committee’s Planning and Performance Management
Framework  (PPMF).   This  Report  will  enable  the  Committee  to
consider the work plan and performance measures for the services
within their remit in order to determine the relative priority and targets
to deliver for the year ahead.

2. Corporate Priorities and Risks

2.1 Establishing an effective planning and performance management
framework is a key element of the Council’s Corporate Improvement
Action Plan and the underpinning principles of the new governance
arrangements.

2.2 Failure to establish effective PPMF arrangements may lead to
continued criticism from the Accounts Commission.

3.     Background

3.1 The Council approved the governance arrangements at a meeting on
16 May 2011.  The underpinning philosophy of the new committee
structure is for Members to set the strategic and policy direction (the
start of the process; the Council Members deciding what it is they
want to do) and to determine through good performance measures
what changes they want to see in place from each policy decision
(the end of the process, with check points within a given time frame
to ensure that the policies are being delivered).

3.2 The Corporate Improvement Action Plan, approved in November
2010 contained the following actions: -

Action: Fully embed Planning and Performance
Management Framework (PPMF).
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Success Measure:  PPMF incorporating Council wide risk based
strategic plan and SMART Service plans which
inform budgets, team and individual plans, all
with performance management scorecards
appraisal at all levels. Incorporate Best Value
based challenge to ensure robust appraisal of
policy choices.

By: Reformed PPMF established June 2011.
SMART Integrated Strategic and Service plans
and budgets by Sep 2011 for 2012/13 budget
process.

3.5    The Chief Executive established a project team to take this work
forward under the direction of the Executive Director – Education and
Social Care, supported by the Policy Manager (Emma Perring) and
one of the Resources Team (Louise McQuade).   Members of the
team were: Heads of Community Care; Environment and Building
Maintenance; and Organisational Development; and the Assistant
Chief Executive.

3.6 A refreshed planning and performance management framework has
been developed with the wider management team.

3.7 The framework has been shared with the Sounding Board, which
expressed broad support for the proposals.  The Sounding Board
agreed that the framework has the potential to deliver the following
benefits:

Clear accountability.

Clear roles and responsibilities.

A performance based approach.

Ensures that corporate priorities are auctioned and resourced.

More joined up decision making, which takes account of all
the issues.

Members have more time to spend on strategic issues, policy
development and constituent matters.

There will be less public funds available, so focus can be on
what matters the most.

It is the framework against which the Council will be tested
through best value scrutiny and other inspections frameworks;
it is the expected way in which local government carries out its
business.
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4. Proposals

4.1 All the elements of an effective planning and performance framework
are already in place.  The Project Team therefore concentrated on
making good connections between all the elements and helping to
change the culture, through a performance based approach to
service delivery.   Throughout the project, the team paid close
attention to making sure that the levels of accountability were right.

4.2 The elements of the framework are:

Single Outcome Agreement
Corporate Plan
Service Plans
Budgeting – Revenue and Capital
Performance Measures
Performance Reviews
Best Value framework and continuous improvement.
Community Engagement

4.3 As a starting point, this report presents a summary of current activity
across the services under the remit of this Committee, namely:

Planning Service
Environment and Building Services
Transport Service
Roads Service

4.4 Appendix 1 is a short summary of each of the services, together with
a list of key activities over the coming year.  This summary intends to
tell the “whole story” for each service of what the Council has already
agreed and is working towards.  This is to assist Members in setting
the priority actions for the year ahead.

4.5 The Scenario Planning process is underway and, from that work, it is
intended to update the Council’s Corporate Plan (as well as the
Community Plan, with partner agencies).     The information in this
Report therefore contributes to Members determination of what
should be considered to be a priority, from a longer term planning
perspective.

4.6 The Appendix also includes some key performance measures, which
will assist with explaining the outcomes which services are working
towards.  When set alongside the budget position, it will assist
Members to determine the relative priority of each service area, in
terms of the amount of resources which will be allocated to that
activity or service.

4.7 Members are therefore invited to:

- Consider the Summary Service Statements set out in Appendix 1
and determine if this adequately describes the policy direction for
each service under the remit of this Committee, noting that all the
actions have already been agreed by Council; and
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- Consider the range of performance measures in place for each
service and identify areas for priority action.

5. Financial Implications

5.1 A rigorous process of ensuring that the Council secures value for
money and best value is a key objective.   Integral to this framework
is a system of option appraisal (such as service reviews and service
redesign); investment appraisal (such as the Gateway approach);
benchmarking (with other similar authorities or organisation);
external inspections (such as HMIe); etc.  With the difficult public
sector funding situation, the framework includes a focus on efficiency
savings.  The whole framework tries to gather together all elements
of each service in a way which simplifies the planning and reporting
process, so avoiding duplication of effort on the part of Heads of
Service, central departments and Council Members.   This is in
keeping with the underpinning philosophy of the committee structure
to make the right decision, first time; in that respect it is hoped that
the system will be a more efficient way for the Council to work.

5.2 There are no direct financial implications arising from the introduction
of revised PPMF arrangements.

6. Policy and Delegated Authority

6.1 The role of each of the functional committees is to:

- advise the Executive Committee and the Council in the development
of service objectives, policies and plans concerned with service
delivery within the functional areas noted below and manage
performance;

- monitor and review achievement of key outcomes in the Service
Plans within the functional areas noted below by ensuring –

(a) appropriate performance measures are in place, and to monitor
the relevant Planning and Performance Management
Framework;

(b) best value in the use of resources to achieve these key
outcomes is met within a performance culture of continuous
improvement and customer focus.

7. Recommendation

7.1 I recommend that the Environment and Transport Committee: -

a) note the Service Statements included at Appendix 1; and

b) approve these documents as the workplan to develop policy initiatives
and manage performance over the next period.

Report Number : ISD-03-11-F

      - 4 -      



      - 5 -      



      - 6 -      



      - 7 -      



      - 8 -      



      - 9 -      



      - 10 -      



      - 11 -      



      - 12 -      



      - 13 -      



      - 14 -      



      - 15 -      



      - 16 -      



      - 17 -      



      - 18 -      



      - 19 -      



      - 20 -      



      - 21 -      



      - 22 -      



      - 23 -      



      - 24 -      



      - 25 -      



      - 26 -      



      - 27 -      



      - 28 -      



      - 29 -      



      - 30 -      



      - 31 -      



      - 32 -      



      - 33 -      



      - 34 -      



      - 35 -      



      - 36 -      



      - 37 -      



      - 38 -      



      - 39 -      



      - 40 -      



      - 41 -      



      - 42 -      



To: Environment and Transport Committee        1 June 2011

From: Energy Manager
Environment and Building Services
Infrastructure Services Department

Council Energy Consumption Update

1 Introduction

1.1 This report presents an outline of energy consumption across the
Council as well as cost information and CO2 emission  data.   The
report also outlines some of the ongoing works to reduce energy
consumption.

1.2 For a more detailed breakdown of energy consumption by site/vessel
etc the information is provided on the intranet at
http://www.sic.gov.uk/services/heritage/energyusage200910.asp

1.3 All graphical data is provided in the appendix.

2 Links to Council Priorities & Risk

2.1 Links to the Corporate Plans targets and priorities for sustainable use
of resources and to be world renowned as a clean green island.

2.2 This report is for noting so there is no decision associated with it and
therefore no direct risk; however, the information provided shows that
energy budgets will continue to be a growth item and in the absence
of a spend to save mechanism the Council will be subject to the full
impact of price rises.

2.3 This report is for noting so there is no decision associated with it and
therefore no direct risk; however, the information provided shows that
energy budgets will continue to be a growth item and will require
investment to implement energy efficiency measures to reduce
revenue costs.

3 Background

3.1 Scottish Climate Change Declaration

3.1.1 In 1997 the Shetland Islands Council (SIC) signed the Scottish
Climate Change Declaration which formally stated that
anthropogenic global warming was a fact and required the

Shetland
Islands Council
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Council to undertake various actions to reduce its energy
consumption including reporting.

3.2 Legislation

The following are the main pieces of legislation covering energy use.

3.2.1 The Climate Change (Scotland) Act 2009

The Act received Royal Assent on August 4, 2009.   Part 1 of
the Act sets greenhouse gas emissions reduction targets of 42
per cent for 2020 (interim target), and 80 per cent for 2050.
Part 4 of the Act places climate change duties on Scottish
public bodies.

3.2.2 CRC Energy Efficiency Scheme (CRC)

The CRC is a mandatory scheme introduced in 2010/11.  The
SIC will be required to purchase carbon allowances
associated with all Council energy consumption excluding
transport and domestic use.  This will add approximately
£150,000 to the Council’s annual energy spend.  This amount
will obviously vary depending on our energy consumption.
The first annual payment will be made at the start of the
2012/13 financial year.

3.3 Baseline Year

To enable the Council to set reduction targets, baseline consumption
and emission figures were produced which provided a breakdown
across the majority of the energy consuming sectors within the
Council.  The baseline year is 2006/07.

The baseline figures for the Council are provided in charts 1 to 3
broken down by fuel type, service use and CO2 emissions as a
result.  Due to the high emissions factor for electricity the share of
the emissions compared with consumption more than doubles.

3.4 Targets

Current Service Plan targets are 2.5% year on year across all
services.  This is currently being reviewed to provide more realistic
targets set by building/service.

4 Energy Use

4.1 2010/11 Figures

Table 1 provides the overall breakdown across the Council and
tables 2 and 3 provide the corrected and direct comparison savings
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compared against the baseline year.  This shows that after correction
total energy savings for 2010/11 compared with the 2006/07 baseline
is 7.11%.  The 2009/10 annual savings figure was 8.02% (refer to
chart 4).

The main reason for this decrease is the large increase in fuel use at
Scord Quarry.  The Quarry has dealt with a couple of big jobs
(Sumburgh and the new Total site) in the past year which has meant
a large increase in product required.

In general the main changes in energy consumption since 2006/07
has been the installation of shore power for the tugs at Sellaness
which has seen a large increase in electricity consumption but also a
significantly larger saving in oil use1.

4.2 Corrected Data

The figures provided show corrected usage using a temperature
based correction.   When comparing the average temperature figures
for 2010/11 against the baseline year, 2010/11 was significantly
colder.

5 Energy Prices

5.1 Energy prices have steadily risen on average over the past decade
(chart 5 compares the prices for the different fuel types2).  The dip in
the average price in 2009/10 was due to gas oil dropping back from
the highs of the previous year and also the introduction of the
Procurement Scotland contract for electricity supply.

5.2 Chart 7 quantifies the rolled up average energy price for the Council
going back to 2006/07 and applies a trend line (based on this
information) going forward to 2013/14.  The annual energy bill for
2010/11 was approximately £5,969,940 and based on trend line the
total bill going forward (assuming consumption remains constant) will
be as follows:

2011/12 - £6,369,539;
2012/13 - £6,693,414;
2013/14 - £7,017,289.

However forward prices for electricity provided by Procurement
Scotland and the price of gas oil since the start of April point towards
a much larger increase than the average trend line shows.  In fact if
current oil prices remain constant for the rest of the financial year the
energy spend for 2011/12 will be in the region of £7.1 million.

1 No correction has been applied for annual number of tankers visiting the port
2 Average energy prices do not take into account boiler/engine efficiencies
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5.3 Chart 6 represents how gas oil prices have fluctuated on a monthly
basis since April 2004.  Expected annual gas oil over spends in
2011/12, if prices remain at current levels, are as follows:

£160,000 for heating consumption;
£540,000 for ferries.

6 Ongoing Work

6.1 Carbon Strategy

The Council approved the Carbon Strategy governance structure in
February 2011.   The main report will be presented at the next
Environment Committee.

6.2 Targets

Targets per site is work in progress which will provide a more
realistic picture of what is actually achievable against the current
targets set  nationally.

6.3 Spend to Save

The Environment and Energy Service has identified a number of
spend to save schemes that would return a saving to the Council.
Currently the only mechanism available to fund these is through the
capital programme and an application will be pursued through the
gateway process.  The bids cover various projects over a 5-year
action plan and includes:

Conversion of remaining oil heated buildings to district heating;
Re-lamping projects;
Micro-wind turbine projects;
NINES storage heating project;
Staff awareness.
Janet Courtney Hostel (District heating connection)

An application will also be submitted for new electrically heated,
insulated bitumen storage tanks (larger capacity) at Scord which will
dramatically improve the efficiency of the system and reduce the
number of loads of product required from the mainland which will in
turn reduce costs.

A number of the Spend to Save works are carried out in conjunction
with the rolling Central Energy Efficiency Fund (CEEF).  CEEF was a
grant (approximate/y £115,000) from the Scottish Government to
cover energy efficiency/small scale renewable works in Council
Buildings.  A main condition of the grant is that works are funded on
a loan basis and that the loan is recovered over the expected project
payback period thereby allowing ongoing funding of efficiency
works.
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7 Financial Implications

7.1 In accordance with Section 2.3 of the Scheme of Administration and
Delegations, the Environment and Transport Committee has
responsibility for the functional areas relating to environmental
services and, as part of its performance scrutiny role, is required to
monitor and review the achievement of key outcomes in service
plans, by ensuring best value in the use of resources.    This report is
only intended to alert the Committee to a potential impact on
budgets, and therefore no policy or strategic decisions are required
at this stage, as the report is for noting and the detailed impact will
be reported through the formal budgetary process or the PPMF
arrangements.

7.2 For 2011/12, if prices for gas oil remain at current levels, there will be
overspends of £160,000 for heating oil, and £540,000 for ferries
respectively.  From 2012/13, there will be an additional cost to the
Council's energy spend of approximately £150,000 annually, for the
purchase of carbon allowance.

The indicative gap in funding on the General Fund Revenue Account
in next financial year is estimated at £25 million (but reduced by any
of the savings which will be generated and repeated in this financial
year, currently estimated at up to £9.4 million).

A growth item of £150,000, in addition to the estimated
overspends, is a significant increase to the baseline figures and
Members will need to determine how any growth in revenue spend is
dealt with as part of developing the detailed budget exercise for
2012 /13.

8 Recommendation

I recommend that:

8.1 The Committee notes the content of this report.

Report Number:  ES-12-11-F
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Appendix – Charts/Graphs

1 2006/07 Baseline Data

Chart 1 - Baseline Consumption 2006/07 - 117,401,519 kWh

14.5%

0.1%

72.5%

4.7%
6.2% 2.0%

Electricity Bottled Gas Gas Oil
District Heating Diesel Business Mileage

      - 48 -      



Chart 2 - Baseline Consumption 2006/07 - 117,401,519 kWh
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Chart 3 - Baseline CO2 Emissions 2006/07 - 38,815 tonnes
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2 2010/11 Data and Comparison

Table 1 - 2010/11 Council Energy Consumption
Site

Electricity Gas Oil District
Heating Ultra-Diesel

Building Services 43,182 10,663 0 0
Offices & Shared Sites 1,967,163 623,581 355,780 0
Sport & Leisure 425,396 313,225 348,430 0
Schools Service 4,335,523 6,672,978 4,272,668 0
Shetland College 444,819 0 0 0
Waste Management 2,896,079 1,100,358 0 0
Community Care 1,986,231 2,623,207 1,293,841 0
Childrens Service 200,848 122,764 55,307 0
Ports & Harbours 2,471,872 11,376,256 0 0
Cleansing Service 63,564 306 0 0
Transport 833,144 48,721,911 0 0
Library & Information Services 117,002 0 271,239 0
Roads Service 758,588 6,482,110 0 0
Road Diesel Consumption 0 0 0 6,903,696
Street Lighting/Other Unmetered 1,811,066 0 0 0
Total 18,354,477 78,047,360 6,597,266 6,903,696
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Table 2 - 2010/11 Degree Day Corrected Savings

Building Services -3,537 -1,553 0 0 -5,090 -3.18 -10.44 -9.52
Offices & Shared Sites 86,665 72,890 39,068 0 198,624 90.57 6.32 4.97
Sport & Leisure 65,989 -7,311 19,910 0 78,588 51.17 6.74 10.30
Schools Service 138,597 1,375,419 325,044 0 1,839,061 506.81 10.74 8.38
Shetland College 101,095 0 0 0 101,095 78.85 18.52 18.52
Waste Management -70,429 387,162 0 0 316,733 49.60 7.34 1.90
Community Care -49,666 263,563 -178,667 0 35,230 17.40 0.59 0.73
Childrens Service 14,661 32,124 15,281 0 62,066 21.39 14.07 9.91
Ports & Harbours -1,060,118 5,702,224 0 0 4,642,107 712.71 25.11 12.48
Cleansing Service -15,055 308 0 0 -14,747 -11.66 -30.02 -30.68
Transport -45,183 1,549,466 0 0 1,504,283 383.11 2.95 2.70
Library & Information Services 35,225 0 133,274 0 168,499 38.68 30.27 25.32
Roads Service -56,630 -743,222 0 0 -799,852 -244.84 -12.42 -11.68
Road Diesel Consumption 0 0 0 321,852 321,852 86.90 4.45 4.45
Street Lighting/Other Unmetered-40,062 0 0 0 -40,062 -31.25 -2.26 -2.26
Total -898,448 8,631,070 353,911 321,852 8,408,385 1,746.26 7.11 4.41

Table 3 - 2010/11 Direct Comparison Savings

Building Services -3,537 -1,553 0 0 -5,090 -3.18 -10.44 -9.52
Offices & Shared Sites -60,088 -37,068 -25,860 0 -123,016 -59.05 -4.36 -3.53
Sport & Leisure 45,966 -38,269 -23,372 0 -15,676 23.55 -1.46 5.02
Schools Service -49,586 304,864 -538,333 0 -283,055 -1.64 -1.89 -0.03
Shetland College 29,796 0 0 0 29,796 23.24 6.28 6.28
Waste Management -70,429 387,162 0 0 316,733 49.60 7.34 1.90
Community Care -22,762 -87,921 -317,554 0 -428,237 -68.20 -7.98 -3.08
Childrens Service -5,998 10,889 3,869 0 8,760 -1.41 2.26 -0.73
Ports & Harbours -1,152,947 5,588,533 0 0 4,435,586 609.61 24.26 10.87
Cleansing Service -15,055 308 0 0 -14,747 -11.66 -30.02 -30.68
Transport -55,517 1,527,929 0 0 1,472,412 369.24 2.89 2.61
Library & Information Services 35,225 0 67,777 0 103,002 33.18 20.97 22.53
Roads Service -56,630 -743,222 0 0 -799,852 -244.84 -12.42 -11.68
Road Diesel Consumption 0 0 0 321,852 321,852 86.90 4.45 4.45
Street Lighting/Other Unmetered-40,062 0 0 0 -40,062 -31.25 -2.26 -2.26
Total -1,421,625 6,911,651 -833,473 321,852 4,978,406 774.08 4.34 2.01
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Chart 4 - Annual Percentage Savings Compared with 2006/07 Baseline
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3 Energy Costs

C hart 5 - Average Energy Prices
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Chart 6 - Average Gas Oil Prices
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Chart 7 - Rolled up Average Per Unit Energy Cost & Trend
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 REPORT
To: Environment and Transport Committee  1 June 2011

From: Head of Transport
Infrastructure Services Department

Fuel Costs – Ferry Services

1. Introduction

1.1. This report is to advise Members of the potential impact of fuel price
rises on the Ferry Service fuel budget since the budget setting process.

2. Links to Council Priorities

2.1. The Council’s Corporate Plan states “Shetland’s communities are
scattered and have different needs. To best address those, we must
have sustainable road, sea and air transport systems, internally and
externally, that ensure everyone is able to access the places, services
and opportunities they need”.

3. Risk Management

3.1. There is a risk that the effects of fuel price increases cannot be fully
mitigated by measures to reduce expenditure in other areas of the
Ferry Service and the wider Transport Service budgets which could
lead to an overspend position at the end of the financial year.

3.2. This could exacerbate an already substantial challenge to reach a
balanced budget position in 2012/13.

3.3. If, as a consequence of this, there is a need to increase charges to
users or reduce service levels there will be a further risk of social and
economic impacts for the islands served that put pressure on
sustainability of these communities.

4. Detail

4.1. During the budget setting process for 2011/12 the price of marine gas
oil being paid by the Council was 41 pence per litre. For budgeting
purposes we assumed that fuel prices may rise a further 10 percent or
so and set the budget based on 45 pence per litre.

4.2. As part of the measures for cost cutting it was anticipated that the
Council, by engaging in the tender for marine fuel being carried out by
the Central Government Centre of Procurement Excellence (CGCoPE),

Shetland
Islands Council
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could benefit from a reduction in fuel prices of the order of 2 pence per
litre so the budget was set against a price of 43 pence per litre.

4.3. This procurement process was supposed to be complete and
implemented by February 2011 but at the time of writing this report the
tenders had not been issued and the procurement of marine gas oil
has been rolled up on a wider procurement exercise for other heating
and fuel oils with an extended timetable for implementation. It is not
clear if and when this tender will be issued or when any new contracts
will be in place.

4.4. Since the budget was set the fuel price has already risen as high as
58.05 pence per litre and at the time of writing this report the price was
54.91 pence per litre.

4.5. If we assume that the price remains at an average of 55 pence per litre
then at the end of the financial year the effect would be an overspend
on the fuel budget of £540,000.

4.6. However, we need to add to this £90,000 that was anticipated to be
achieved through CGCoPE tender exercise which is unlikely to now be
realised in the current financial year.

4.7. This means the total risk to the Ferry Service fuel budget stands at
circa £630,000 unless mitigating measures can be identified to offset
this.

4.8. Officers will be working to identify opportunities to reduce expenditure
in other areas of the service but at the time of writing no specific
measures have been developed.

4.9. Members should note that this is the third year in succession that fuel
prices have had substantial impacts on budgets and for two successive
years officers have postponed or rescheduled maintenance and
refurbishment projects to offset rising fuel costs and this makes it
increasingly difficult to find further opportunities of this nature.

5. Proposals for Mitigation

5.1. Transport Services staff with Procurement and Energy Unit staff are
investigating the possibility of carrying out our own fuel procurement
process with a view to securing lower prices.

5.2. Transport Services staff have begun discussions with Northlink Ferries
regarding the possibility of linking in with their fuel contract if there are
opportunities for lower cost.

5.3. Work is underway to revisit revenue funded projects in the current year
to see if there is any opportunity to postpone expenditure to offset
increasing fuel costs.

6. Financial Implications

6.1. If viable mitigating measures cannot be identified and fuel prices
remain on average at current levels there is a risk of a £630,000
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overspend against fuel budgets in the Council’s Ferry Service. This
comprises £540,000 due to fuel prices and £90,000 as a consequence
of the lack of progress on the CGCoPE procurement exercise for
marine fuel.

6.2. The indicative gap in funding on the General Fund Revenue Account
in the next financial year is estimated at £25 million (but reduced by
any of the savings which will be generated and repeated in this
financial year, currently estimated at up to £9.4 million).

6.3. A growth item of £630,000 is a significant increase to the baseline
figures and Members will need to determine how any growth in
revenue spend is dealt with as part of balancing the 2011/12 budgets
and of developing the detailed budget exercise for 2012/13.

7. Policy and Delegated Authority

7.1. In accordance with Section 2.3 of the Scheme of Administration and
Delegations, the Environment and Transport Committee has
responsibility for the functional areas relating to ferry services and, as
part of its performance scrutiny role, is required to monitor and review
the achievement of key outcomes in service plans, by ensuring best
value in the use of resources.

7.2. This report is only intended to alert the Committee to a potential impact
on budgets, and therefore no policy or strategic decisions are required
at this stage, as the report is for noting and the detailed impact will be
reported through the formal budgetary process and/ or the Planning
and Performance Management Framework (PPMF) arrangements.

8. Recommendations

I recommend that the Committee: -

8.1. Notes the content of this report and that officers will report back with
proposals for mitigating measure to the next meeting of this
Committee.

Report Number:  TR-16-11-F
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REPORT

To: Environment and Transport Committee 1 June  2011

From: Service Manager – Air, Bus and Vehicle Fleet
Transport
Infrastructure Services Department

PURCHASE OF SECOND HAND VEHICLES

1. Introduction

1.1. The Fleet Management Unit recently purchased one second hand Atlas
140W Waste Handler for Environmental Services

1.2. This report makes no recommendations. It is presented to comply with
section H2. (c) of Standing Orders, namely:

“There shall be exempted from the terms of these Standing Orders, all
contracts for the supply of used or second hand goods or materials, and
the appropriate Director, where he is satisfied that it is in the interests of
the Council to purchase such goods or materials and that they are fit for
the purpose for which they are being purchased, may, and with the
consent of the Chairman whom failing the Vice-Chairman of the
appropriate committee, submit or accept an offer for the purchase of
such goods or materials, provided that (a) all contracts for the supply of
such goods or materials shall be in writing and subject to the Law of
Scotland; and (b) where the price of such goods or materials exceeds a
five times factor of the de minimis sum;  the purchase thereof shall be
reported to the appropriate committee as soon as possible thereafter.”

2. Links to Council Priorities

2.1 The terms of this report link to Section 4 of the Council’ Corporate
Plan for 2010-12, and specifically supports the Council’s aims
towards ensuring that our services are delivered in the most effective
and efficient way.

2.2 This purchase of second hand vehicles, where appropriate,
demonstrates that efforts are being made to minimise the capital
costs upon the Council of operating its vehicles fleet.

Shetland
Islands Council
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3 Risk

3.1 There are no particular risks attached to the purchase of these
vehicles, other than those associated with any second hand
purchase.

3.2 The machine that is being replaced by the Atlas has proved to be
unreliable. It is an essential part of the recycling chain and no
replacement machine is available in Shetland. The most significant
risk would be to continue operations with equipment which has
proven to problematic and unreliable.

3.3 The current machine had an extended warranty period, which was
obtained by Fleet Management Unit from the manufacturer due to
the lack of reliability. The extended warranty has now finished and
any future repairs will be at the Council’s expense. In addition to this,
over £9,000 has been spent by the Council on hiring in replacement
machines from Mainland UK.

3.4 Environmental Services’ ability to efficiently operate its activities is
severely curtailed when the waste handler is not available.

3.5 There is an additional cost to local businesses of £56 per tonne
landfill tax, which has to be paid for every tonne that enters the
landfill due to the waste handler being unavailable.

4 Process and Purchase

4.1 Given the issues surrounding the current waste handler, including
the end of warranty cover, Fleet Management Unit was keen to
replace this machine as soon as practicable.

4.2 The options were to:
4.2.1 Continue with existing machine and accept the risks and

potential costs.
4.2.2 Tender for a replacement machine.
4.2.3 Obtain a second hand machine.

4.3 Option 4.2.1 was ruled out on the grounds of uncertainty, lack of
local replacement, service risk and costs.

4.4 Option 4.2.2 was initially the preferred option, with pre-tender quotes
ranging from £99,500 to £109,000. However, there were two main
issues which made us look to the second hand market:

4.4.1 The existing machines, and those quoted above, are for
retrofit excavators, as opposed to purpose built indoor waste
handlers. Purpose built waste handlers have better cooling
and filtration systems to cope with the hot, fume and dust filled
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environment, plus they are designed/engineered for the
continuous, fast, jerking motion that is typical of its work.

4.4.2 There would be a three-month tendering process and a
minimum of a nine-month lead-time on delivery of any new
waste handler (the time required to modify a conventional
excavator). In that time, it was considered likely that there
could be a major breakdown to the current machine the costs
of which would significantly exceed the modest additional cost
of buying a specifically designed waste handler.

4.5 Fleet Management Unit (FMU) identified a 2010, Atlas 140W
purpose built Waste Handler that suited the needs of Environmental
Services. The machine has 600 hours on the clock and was in
immaculate condition, having only been used at European trade
shows.

4.6 The Atlas cost £115,000 and is now in Shetland. The new price is
£130,000

4.7 The current machine has been used as a trade-in (value £30,000)
and will be retained in Shetland by the suppliers as part of their hire
fleet, including as stand-by for the Council’s Waste Service.

4.8 While the second hand purpose built waste handler is slightly more
expensive than a new retro-fit excavator, it was considered that, on
the balance of probabilities that the purchase of the second hand
machine will pay dividends in terms of life expectancy, maintenance
costs and service resilience.

4.9 Upon agreement with Environmental Services the purchase was
made. Unfortunately, given the time constraints (another buyer was
keen to purchase), the Service Manager did not have the opportunity
to seek the prior approval of the Executive Director, the Chair and
Vice-Chair of Environment and Transport, as detailed in H2. (c) of
Standing Orders.  This was sought the following morning and
retrospective authorisation was given.

5 Financial Implications

5.1 Purchase of these vehicles was made within 2010/11 Vehicle
Replacement Rolling Programme.

6 Policy and Delegated Authority

6.1 The Executive Director of Infrastructure, with the consent of the
Chairman whom failing the Vice-Chairman of the Environment and
Transport Committee has full delegated authority under Section H2.
(c) of Standing Orders.
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7 Recommendations

7.1 This report completes the requirements of Standing Orders by
reporting the purchase to the Environment and Transport Committee.

Report Number : TR-17-11-F
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