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NOTTINGHAMSHIRE AND CITY OF NOTTINGHAM
FIRE AND RESCUE AUTHORITY

FINANCE AND RESOURCES COMMITTEE

Date: Friday 9 December 2011 Time: 10.00 am

Venue: Fire and Rescue Service Headquarters, Bestwood Lodge, Arnold,

Nottingham

Councillors are requested to attend the above meeting to be held at the time,
place and date mentioned for the purpose of transacting the following business.

Clerk to the Nottinghamshire and City of Nottingham Fire and Rescue Authority

AGENDA
1 APOLOGIES FOR ABSENCE
2 DECLARATIONS OF INTERESTS
Councillors, colleagues or other participants in meetings are requested
to declare any personal or personal and prejudicial interest in any
matter(s) on the agenda
3  MINUTES _
Last meeting held on 7 October 2011 (for confirmation) Attached
4 INVESTMENT IN SUSTAINABLE ENERGY ~ Attached
Report of the Chief Fire Officer
5 PROPERTY LEASING PROPOSALS To follow

Report of the Chief Fire Officer

If you are unsure whether or not you should declare an interest in a particular

matter, please contact the committee administrator shown on this agenda, if
possible, before the day of the meeting, who will provide advice in the first

instance




Any councillor who is unable to attend the meeting and wishes to submit apologies
should do so via the personal assistant to the chief fire officer at fire services
headquarters on 0115 967 0880

Agenda, reports and minutes for all public meetings can be viewed online at:-
http://open.nottinghamcity.gov.uk/comm/default.asp

Constitutional Services Officer - Carol Jackson 0115 8764297
carol.jackson@nottinghamcity.gov.uk
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NOTTINGHAMSHIRE AND CITY OF NOTTINGHAM
FIRE AND RESCUE AUTHORITY

FINANCE AND RESOURCES COMMITTEE

MINUTES

of meeting held on 7 OCTOBER 2011 at Fire and Rescue Service Headquarters, Bestwood
Lodge from 10.05 am to 10.56 am. '

Membership

Councillor S Carroll (Chair)
A Councillor B Cross
Councillor K Girling
A Councillor T Pettengell
Councillor D Smith
Councillor G Wheeler (substitute for Councillor Pettengell)

Members absent are marked #

10 APOLOGIES FOR ABSENCE

Apologies for absence were received from Councillors Cross and Pettengell

11 DECLARATIONS OF INTERESTS

No declarations of interests were mtade.
12 MINUTES

RESOLVED that the minutes of the last meeting held on 8 July 2011, copies of
which had been circulated, be confirmed and signed by the Chair.

13  PRUDENTIAL CODE MONITORING REPORT TO 31 AUGUST 2011

- Consideration was given to the report of the Treasurer, copies of which had been
circulated, providing information up to 31 August 2011 on performance relating to the
prudential indicators for capital accounting and treasury management and explaining
the implications of a breach in one of the prudential indicators.
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RESOLVED
(1) that the report be noted;

(2) that no corrective action be taken in the immediate future to deal with the
breach outlined in paragraph 2.4 of the report.

14 CAPITAL BUDGET MONITORING REPORT TO 31 AUGUST 2011

Consideration was given to the report of the Chief Fire Officer, copies of which had
been circulated, giving information on progress on the capital programme in 2011/12 to
31 August 2011 and analysing any significant variances against the original programme.
RESOLVED

(1) that the report be noted;

(2) that the financing of the Sustainable Energy project by capital grant be
approved.

15 REVENUE MONITORING REPORT TO 31 AUGUST 2011

Consideration was given to the report of the Chief Fire Officer, copies of which had
been circulated, providing information on the financial performance of the Fire and
Rescue Service in 2011/12 to the end of August 2011 and analysing significant
variances against the original budget. The Treasurer reported that the projected outturn
variance for the year was an under spend of £1,867,000, of which £1,657,000 related to
direct employee expenses. The Chief Fire Officer reported that a large part of this was
due to the management of vacant posts pending the outcome of the Fire Cover Review.

RESOLVED that the report be noted.
16 INTERNAL AUDIT ANNUAL REPORT 2010/11

Consideration was given to the report of the Chief Fire Officer, copies of which had
been circulated, on the annual report prepared by the Fire Authority’s internal auditors.
The report was presented by Mr J Bailey of Nottinghamshire County Council, which
provided the internal audit service. It summarised the reports issued in the 2010/11
financial year together with the main findings. The internal audit work completed during
the year concluded that the overall level of internal control was satisfactory.

RESOLVED that the report be noted and the thanks of the Committee to Mr
Bailey for his attendance be recorded.

17 BUDGET GUIDELINES 2012/13 TO 2014/15

Consideration was given to a joint report of the Chief Fire Officer and the Treasurer,
copies of which had been circulated, requesting that the Committee set general
guidelines within which officers would develop a detailed budget proposal for 2012/13 to
2014/15. The Government had recently announced plans to extend the council tax
freeze for a further year. The Department for Communities and Local Government had
indicated that it would shortly write to all local authorities with full details of the scheme,
including the provision of an indicative breakdown of estimated grants to help local
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authorities with budget planning. This would need to be factored info budg'et planning.
To allow flexibility and for a full range of options to be considered, a broad range of

budget options should be submitted to the Fire Authority in February 2012 for
consideration.

RESOLVED that officers be requested to formulate detailed budget proposals
based on council tax increases of 0%, 1%, 2% and 3% respectively.






NOTTINGHAMSHIRE

Fire & Rescue Service
Creating Safer Communities

Nottinghamshire and City of Nottingham
Fire and Rescue Authority
Finance and Resources Committee

INVESTMENT IN SUSTAINABLE
ENERGY

Report of the Chief Fire Officer

Agenda ltem No: =

Date: 09 December 2011

Purpose of Report:

To inform Members of changes to the business case assumptions as a result in a
change of government policy and to seek approval for the project to continue.

To inform Members of the results of the tender for the provision of photovoltaic cells.

Name : Neil Timms
) Head of Finance and Resources
Tel : 0115 967 0880

Email : neil.timms@notts-fire.gov.uk

Media Enquiries Elisabeth Reeson
Contact : (0115) 967 5889 elisabeth.reeson@notts-fire.gov.uk




1.1 This report is to provide updated information and details of the changes to the
original report submitted to the Finance and Resources Committee titled;
Investment in Sustainable Energy Technologies and the associated Focus
consultants report also presented to the same meeting. These changes are
as a result of a recent government announcement regarding solar
photovoltaic (PV) technologies.

1.2  The report briefly covers the proposed changes by the government in their
Feed-in tariffs scheme titled: consultation on Comprehensive Review Phase
1 — tariffs for solar PV. The proposed changes to the existing scheme were
announced by the government on 31% October 2011 and their document was
made public at around the same time. The proposal in the government’s
document seeks to reduce the feed in tariff (FiT) rates that will be paid for the
generation of electricity by PV technologies. The consultation document
seeks to do this within the current financial year and will impact on the project
that NFRS is currently undertaking.

2 REPORT | 0

2.1 It seems the popularity of PV schemes for the generation of electrical power
' is becoming a higher than expected financial burden to the government both
now, and over the predicted 25 year period of the scheme. To this end the
government is looking to immediately reduce the tariff it will pay for PV
schemes.

2.2 Their consultation document proposes that the reduction of the tariff will be
applied to schemes registered from 12th December 2011; this means if
enacted it will apply to the current NFRS project.

2.3  The tenders for the NFRS project were returned 25th November 2011 and
the successful contractor is due to be appointed the week following 2nd
December in order that they can achieve the project completion deadline by
31st March 2012. The PV installation can only be registered once complete.

2.4 The project to-date has committed expenditure in the region of £20k in
planning, building control and other fees.

How the Proposals will affect the NFRS Project

2.5 The whole impact for schemes such as the NFRS project is explained in
detail in the comprehensive review document; however the main effects to
the current NFRS project are set out in the following paragraphs:

2.6  As the government is proposing to reduce the FiT before the end of the
current financial year the rate NFRS will receive will be reduced from 32.9p
per kWh to 15.2p per kWh. It is expected that the reduction in the FiT tariff
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2.8

2.9
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2.1

2.12

will only serve to extend the payback period of the installation and to impact
on the revenue savings for energy expenditure each year. The proposed new
rate will apply to the current financial year and is likely to reduce in future
years although this has not been clearly indicated in the consultation
document.

The original business case calculated payback and income based on the tariff
of 32.9p per kWh and for the case of HQ NFRS the assumed payback would
have been in the region of up to 10 years; this would now be extended to just
over 12 years using the revised tariff rate and lower tender prices. The
revised predicted payback for Highfields and Mansfield sites is expected to
be circa 11 and 12 years respectively. '

See attached Table with the tender prices from the interim assessment made
to date. The tendered prices still need to be fully validated but at this point in
time the leading tender price looks to provide excellent value.

The Feed in Tariff will be paid for a period of 25 years; however the PV
panels are expected to last longer than this period and in some cases in
excess of 30 years. The second aspect to take into consideration (again
using the HQ figures in the revised Table) is that energy savings to the
revenue budget will be made immediately and continue for the next 25 years.
For the Headquarters this has been estimated at circa £9,300.00 in the first .
year (the FiT tariff + the savings made by not purchasing energy from the
wholesale energy market), the tariff is due to be increased over the remaining
term of 24 years by the rate of inflation each year. o

If HQ, Stockhill, Highfields and the full installations at Mansfield or Service
Development Centre were installed the total estimated saving from the first
year’s revenue budget would be in the region of £37,000 subject to the size of
the PV array. As above this would continue over the remaining 24 years of
the FiT scheme. '

One other factor for consideration is the predicted increase in wholesale
energy prices; this is the cost of the electricity we purchase from the energy
suppliers. As the future electricity prices increase the greater the savings
NFRS will make if generating its own electricity and again the potential for the
payback periods of the installations are reduced. Generating electricity
through the PV installations reduces the overall cost impact on NFRS from

the future predicted wholesale energy price increases. The note on the
attached Table (Note 2) demonstrates the potential impact of future electricity -
price increases.

The comprehensive review document includes a proposal to introduce a new
multi-installation tariff rate for aggregating solar PV schemes. This means
that there is a likelihood, if the proposal is accepted, that the total amount of
PV electricity generated across the NFRS Estate will be assessed as a whole
and the FiT paid on this basis. The problem this creates is that when '
aggregated, the total amount of power generated across the organisation, is
assessed and would attract a reduced tariff.
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2.18

2.19

2.20

2.21

2.22

As the proposed NFRS scheme as a whole is in excess of 150kWh the tariff
would be reduced to 12.9p per kWh. This represents a 15% reduction from
the 15.2 p per kWh if each site were assessed separately. This is proposed to
come into effect 1st April 2012 and not backdated to December this year.

Summary

The government's decision to half the FiT through the comprehensive review
document will impose a substantial reduction to the (previously published)
level of feed in tariff payable for PV systems over the 25 year lifetime of the
scheme. The reduction in the tariff is planned to come into effect in December
2011 and will impact on the NFRS Sustainable Energy Technology Project.

With regards to the previous business case submitted to the Finance and
Resources Committee the reduction in the FiT would double the estimated
payback period of the NFRS scheme from circa 10 — 11 years to 20 — 23
years. However the tender prices received to date have largely mitigated any
excessive increase to the payback period of the project. :

It is also worthy of note that the PV panels are expected to exceed the 25
years of the tariff payment scheme and could still be generating electricity for
30 years and beyond.

The savings based on the revised tariff to the NFRS annual revenue budget
for energy from the installation of the PV is estimated at circa £37,000 per
year; this is based on current energy prices and cost information.

The installation of these PV systems are time critical in order to avoid a
further reduction in the proposed new tariff level (the level beyond 2012 is still
to be confirmed) and to avoid the aggregation of the scheme across the
NFRS Estate where the tariff would fall even further. The cut off date for the
aggregation is 1st April 2012.

In order to provide the installer with the time necessary to complete the works
before 31% March 2012 the contract must be awarded by 9th December
2011.

The fundamental reasons stated in the original report dated 23rd May 2011
are still valid; the only main changes are the estimated annual revenue
savings to the energy budget and the payback period.

The payback period still occurs well within the term of the tariff period of 25
years as the impact of the tariff reduction has been offset by the tender prices
received. The PV panels will last beyond the tariff payment period and
continue to provide electrical power further strengthening the case for good
value for money from the original investment in the project.

Generating electricity through PV will lessen the impact of future increase of
wholesale energy prices to the NFRS annual budgets and provide NFRS with
future sustainable energy.



3. FINANCIAL IMPLICATIONS

The financial implications are set out in full within this report. The business case is
still viable and the investment will be met from Capital Grant funding and not
borrowing as previously requested by Finance and Resources Committee.

4. HUMAN RESOURCES AND LEARNING AND DEVELOPMENT
IMPLICATIONS 4

There are no human resources and learning and development implications arising
directly from this report.

There are no impacts on equalities arising from this report.

6.  CRIME AND DISORDER IMPLICATIONS -

There are no crime and disorder implications arising from this report.

7. LEGALIMPLICATIONS

There are no legal implications arising directly from this report.

8.1  No capital project is without risks that need to be managed however these
can be managed by effective project management.

~ 8.2  There are inherent risks in relying for a business case on government
declared tariffs as these can be changed. It is considered unlikely however
that once implemented the tariffs will be altered however the underlying
success of this project comes from the generation of electricity and not
specifically from the tariff benefits.
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9.1  That the current project continues as planned accepting the proposed
reduction in the tariff to realise the savings to future revenue budgets.

9.2  That subject to the above the contract is awarded on or immediately following
9th December 2011 in order that the project can be completed by the 31st
March 2012 deadline.

10.  BACKGROUND PAPERS FOR INSPECTION (OTHER THAN PUBLISHED;.f

- DOCUMENTS) -

o Feed-in tariffs scheme: consultation on Comprehensive Review Phase 1 —
tariffs for solar PV.

Frank Swann
CHIEF FIRE OFFICER
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