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The following report is designed to inform members of progress being made by the Council’s Procurement unit and further aims to provide details of the procurement shared service activity throughout Cumbria.

Recommendations: 

Members are requested to: -

· Note the activities of the Corporate Procurement Unit in the Council’s Improvement and Efficiency agenda.

· Note the direction of the Effective Procurement in Cumbria (EPiC) collaboration.

· Note the activities of the Corporate Procurement Unit in the Council’s Improvement and Efficiency agenda.
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PROCUREMENT ACTIVITY REPORT
1.0
Introduction

1.1
The City Council Procurement unit has been fully operational since the beginning of 2007 following the final transfer of staff from Community Services.  The following report is intended to provide members with an update on the unit’s activity and to further illustrate the progress of the procurement ‘Shared Service’ arrangements within Cumbria.  

1.2
This report is in three parts covering details of the 2008-9 Procurement Action Plan (see Appendix A), the Cumbria wide shared service programme and specific internal procurement activities being progressed.

2.0 Corporate Procurement Unit
2.1 A Procurement action plan identifies key areas of work currently being progressed by the Corporate Efficiencies team.

2.2 In addition to this the Council’s Annual Efficiency Statement (Gershon) Backward Look (2007/8) has been submitted to the Department of Local Government and Communities. The unit is currently preparing the Forward Look (2008/9).

2.3 In addition to these activities the unit is focussing on a range of efficiency related issues in an attempt to improve processes and introduce control measures. The Corporate Procurement Unit has enhanced the Councils contracts register and the range of documentation utilised for the procurement of works, supplies and services. 

2.4 The unit has effectively prepared, processed and evaluated some 35 individual contracts in 2007 the budget  for these activities totals £2,600,000 and 14 to date in 2008 with budgets totalling £2,500,000 examples of which are: -

· An Extra Care Housing scheme – A contract for the selection of a Housing partner to work in partnership with Carlisle City and Cumbria County Council to develop a new build extra care scheme (approximately 40 units) in Carlisle West.

· Refuse Wagon replacement - £1.75m tender has been evaluated and a report is going to Members for a decision on whether to go for contract hire or purchase of vehicles

· Occupational Health scheme 

· Replacement Desktop PC’s – The annual desktop PC contract, likely to be expanded with the shared service initiative with Allerdale Borough Council.

2.5 The Corporate Procurement Unit has also progressed a number of issues identified by the Corporate Environmental and Sustainability working group and reviewed both the Councils paper supply arrangements and electricity provision. Both of these issues now incorporate recyclable and renewable (“green”) measures as well as generating further economic efficiencies.  There are now 62 sites on the ‘green’ electricity contract with a further 9 to follow by 2010.The gas contract is due to expire at the end of September 2008 and a tender is to be produced in partnership with Cumbria County Council and the other Cumbrian districts.

2.6 Additionally, the Corporate Procurement Unit is progressing the e-procurement needs of the Council as part of its e-government programme. The implementation plan includes access to a “marketplace” and to a hosted Purchasing service (Punch-in) plus the ability to register contract opportunities and process tenders electronically. The Council’s financial management system (Civica) has been enhanced to enable easy integration with the IDeA marketplace and this will enable the Council to source, order, commission, receive and pay for the whole spectrum of the authority's activities. There have been delays due to implementation problems but the system is due to go live in December 2008.

2.7 This e-procurement process is part of the “shared service” agenda an element of which will be directed to providing a Cumbria wide supplier base where all suppliers are appropriately adopted and monitored, prices are consistent across the County and supplier information is validated. All suppliers should meet the Council’s environmental, equality sustainability and quality requirements.

2.8 The mobile phone contract is due for renewal in March 2009 and the unit is looking to make efficiencies.

3.0 Effective Procurement in Cumbria (EPiC)
3.1
The Cumbrian Local Authorities strategic board (CLASB) gave formal approval for the formation of a shared service for the procurement of commodities in February 2007. The shared service EPiC (Effective Procurement in Cumbria) is hosted (but not operated) by Cumbria County Council and enables those commodity goods and services procured by all authorities to be available to purchasers within each authority. The service has been operational since the 1st April 2007, with flexibility for authorities to subscribe to a greater or lesser range of commodities dependent on their requirements and contractual commitments. Eden District Council originally declined to participate in the service but has joined in July 2008.

3.2 Commodity goods and services are those where there is a commonality of requirement across the partners, and procurement is relatively low risk. These tend to be goods and services bought on a routine basis. Based on the collaborative spend analysis of suppliers undertaken by all Cumbrian authorities, it is estimated that the potential “addressable spend” is some £100 million and looking at the data collaboratively it can be seen that a significant amount of commonality exists between the authority’s suppliers.

3.3 The shared service has developed a number of specific work-streams:

Expenditure
· Commodities/expenditure analysis

· Joint tendering programme

Policy development
· Governance

· Review each Council’s Contract Procedure Rules to include electronic and shared procurement activities

· Local supplier enablement

· A study of the impact of Local Authority procurement on the Cumbrian Economy.

I&DeA Marketplace
· Prepare and implement e-procurement

· Joint tenders, electronic purchases and supplier adoption.

Electronic government
· Single contract portal – one point of entry for all suppliers

· E-tendering and contract management

· Links to the NWCE/RIEP and individual Councils

3.4 Each of the above work-streams have being progressed and the following is a brief summary of achievements to date and future proposals:

3.4.1 Expenditure – each Council has undertaken a review of its suppliers and commodity purchases. For example, all partners purchase personal protective clothing and equipment from ARCO, each having a separate agreement and paying different prices for the same goods. This has been rationalised and a standard price has now been agreed. This has formed the basis of a programme of future tenders which should provide for greater savings. 

Policy development – EPiC commissioned the Centre for Regional Economic Development (CRED) to undertake research into the impact of Local Authority procurement on the Cumbrian economy. This has initiated a programme of events aimed at advising suppliers how the local authorities via EPiC intend to do business in the future.

3.4.2 I&DeA Marketplace – All the Councils have signed up to implement the I&DeA Marketplace. The Marketplace is an electronic purchasing system which holds Cumbria wide contracts and enables financial control mechanisms which link into the corporate financial systems. Carlisle City Council is in the final phase of the project and it is our intention to utilise the system with a limited number of contracted suppliers from the 1 December 2008. 
3.4.3 Electronic Government – An e-tendering system “The Chest” has been obtained via funding from the NWCE/RIEP. E-tendering systems handle the full life cycle of the tendering process for both the buyer and the supplier. This process is managed and recorded electronically right up to acceptance/rejection notification.

Suppliers register and then can search for and receive e-mail notifications of business opportunities that match their business. Searches can either cover the whole North West or be more specific such as by Council or sub region.  Bids can also be submitted electronically. 

3.4.4 EPiC members aim to make it easier for suppliers to do business with them whilst providing a common platform for the Cumbrian authorities to approach the supplier community. 
4.0 Procurement Action Plan
4.1 The attached action plan (Appendix 1) contains a range of activities and projects, which are Council specific and Cumbria wide. Several have various economical, political and environmental implications and this report has attempted to update members on the issues in progress. 

4.2 The Council now has a number of utility suppliers who provide their invoices electronically. This has had a significant impact as previously invoices were sent to numerous locations throughout the Council’s properties. Each had to be processed and included charge of £4.50 per transaction. Invoices are now processed centrally providing a more efficient service and eliminating these costs.

4.3 The Council has responded to changes in the Public Contracts Regulations and adopted the use of framework and collaborative purchasing for a number of procurement requirements. This has reduced advertising, postage and administration costs which can be included in the Council’s Annual Efficiency Statement.

4.4 Corporate purchasing cards have been allocated to key officers and cards are located in the Corporate Procurement Unit. These are used for ad-hoc purchases, accommodation and travel and support emergency procedures and purchasing via the internet.

4.5 Savings have been obtained through competition and collaboration and by reducing budgets.  The following table shows the budget reductions for the last three years for Supplies and Services


Reduction
Actual reduction
Equivalent value

2006/7
7.2% on stationery only (plus 2.1% no inflation increase on Supplies & Services)
£34,000
£90,000

2007/8
3.0% no inflation increase

£135,000

2008/9
Lump sum saving equivalent
£100,000


4.6 
The following are examples of reduced prices for commodity items obtained during the past two year period:

Item
Quantity
2006/7
2007/8
% difference

Furniture e.g. work station
each
£194.25
£185.00
5%

PC’s
each
£450.00
£409.00
9.1%

Water coolers 3 yr agreement

£7,246.00
£2,915.00
60%

Electricity 2 yr agreement
per kWh
£0.0842
£0.0707
16%

Stationery excluding paper products
Annual expenditure
£52,667
49,300
6.3%

Protective clothing - PPE
Annual expenditure
£52,000
£44,200
15%

5.0 Recommendation
5.1
Members are requested to: -

· Note the content of this report and the attached action plan.

· Note the direction of the Effective Procurement in Cumbria (EPiC) collaboration.

· Note the activities of the Corporate Procurement Unit in the Council’s Improvement and Efficiency agenda.

6.0 
Implications
· Staffing/Resources – Electronic systems and procedures may require some initial training.

· Financial – The 2008/09 Revenue Budget incorporates procurement efficiency savings and the strategy is an integral part of this process.

· Legal – It is recognised that the introduction of electronic procedures and framework contracts are being introduced within most local authorities and the Councils Contracts procedure rules need to accurately reflect these changes. (Further comments will be provided by Legal Services on specific requirements)

· Corporate – The outcomes of the Procurement strategy will contribute to the Council’s Corporate plan.

· Risk Management – Included in the strategy

· Equality and Disability – Included in the strategy

· Environmental – Included in the strategy

· Crime and Disorder – N/A

· Impact on Customers – Included in the strategy

Procurement Strategy Action Plan – 2008/09

This Action Plan sets out a number of steps to develop and implement the Corporate Procurement Strategy.

(Corporate Procurement Unit – CPU)

Ref.
Detail/Activity
Objectives:
Responsible
Actions required:


Time-scale

1
Expenditure Analysis
Map out the Council’s expenditure on Suppliers (High/Low value – High/Low risk) and develop appropriate plans for each. 

Investigate Spend Analysis data to finalise plans for each category of Spend.
D Reid
Expand the use of Framework contracts whilst ensuring the Contracts register is updated for Audit Scrutiny.
By end of 2009



Publish recommended supplier list on intranet and ensure these comply with Council requirements.


D Reid
Ensure all suppliers meet the Councils environmental, equality, sustainability and quality requirements.
December 2008



Suppliers are being rationalised ready for publication on the intranet


D Reid
Reduce supplier numbers and define commodity needs – defined suppliers per supplier category.
December 2008

2
Procurement efficiencies
Monitor expenditure on target areas to meet the £100,000 savings requirement.


D Reid
Target areas have been Identified. Corporate Procurement Unit will monitor actual spends and advise Heads of Service when over/under spends occur.
To be included in quarterly monitoring reports (next one to Exec Nov 08)

3
Energy Procurement
Gas - 

Electricity -

Water - 
M Farren
· Prepare specification for GAS tender.

· Electricity phase 2 to be completed

· Water suppliers to be identified and audit on billing arrangements completed (can we have “one-bill” function?).


Gas – Nov 2008

Electric – Ongoing until 2010

Water – March 2009

4
3 year Procurement plan 
Link to Revenue and Capital Expenditure in Financial Plan.
M Mark

M Farren

Efficiency Manager
Analyse Financial Plan and identify areas for procurement activity.


Review April 2009

5
“How to do Business Guide” on the Internet
Publish on the Council’s procurement section of the website.
D Reid
Business guide for suppliers published on the web and will be maintained.


Maintenance ongoing

6
Website
Procurement information available on the Council Website.


D Reid
To be updated once Market Place goes live
December 08

7
Contracts Register
Maintain Contracts Register and monitor and report on activities. To upgrade to an Access database.
D Reid
Regular reports produced on contracts to include actual cost compared to original estimate. 

Framework used.

Completion analysis and contract outcome measured. Reported to Development & Support Manager and Chief Accountant for Final Accounts.
Ongoing

Database to be complete by end Oct 08

8
Authorised Signatories
Retain and update Authorised Signatory list. Ensure all records available on electronic format.
D Reid
Ensure that all Authorised Signatories are current and available for scrutiny via electronic processes


September 08

To be scanned and published on the Intranet

9
Shared Services – Effective Procurement in Cumbria.

(EPiC)

Cumbria Improvement & Efficiency Partnership – (CIEP).

Work Programme for year 1 includes Efficiency, which incorporates Procurement.

The County Council is the Lead Authority. 
EPiC – objective is to provide a joint service through a procurement hub providing procurement skills to all partner authorities, sharing expertise and maximising savings.

Carlisle will continue to participate in collaborative issues.

Meet the Supplier Events have been organised for July/August to update EPiC suppliers on future proposals.

Epic 2008-09 Tender Schedule

( CPU to monitor Savings achieved via EPiC contracts)
M Farren
· Regular attendance at EPiC meetings and feedback to managers.

· Participation in joint tendering, and benchmarking.

· Category Areas:

· Cleaning Products

· Clothing/Uniforms

· Fuel Cards

· Confidential Waste

· Travel & Accommodation

· Street Furniture

· Giftware

· Multi-function devices

· GAS

· Paper

· Drinking Water


A sustainable model in place by 2011. Ongoing with development of CHEST – Tenders will be looked at in 2009

Supplier event held August 2008

10
Marketplace
Electronic purchasing system – Complete training and guidance notes. Implement system for corporate use. This to be applicable to Commodity contract supplies.


M Farren
Implement Marketplace and reduce reliance on order books and non-defined suppliers.

New release required on Civica before ‘go live’.
November 08





Ensure all non- contract activities are progressed via Civica Purchasing and remove all non-emergency order books from staff.


M Mark
All Free text orders to be raised via CIVICA Purchasing.




11
Contracts / Tendering system
EPiC have secured funding for an e-Tendering system to be utilised for the advertising and placing of contracts. This should link into EPiC and How to do business guide.

Move to electronic tendering
M Farren


Proposal that all contracts are advertised on “The CHEST” this to also allow for suppliers to complete tenders on-line.

Corporate Procurement Unit to identify cost of annual Tender advertising.

EPiC producing draft changes to constitution. Once agreed to be discussed with Legal Services to update Council’s own constitution.


Further training for Procurement officers October 2008

Update Constitution April 2009

12
Sustainable Procurement
Ensure sustainability is embedded in the Councils procurement activities. 

Need to include National Sustainability Issues.
M Farren
Obtain background knowledge for Sustainable action plan and ensure issues are embedded in any tendering/contractual arrangements. 


MF to go on a course before March 2009.

14
Procurement Card
CPU now have 2 Procurement Cards
M Farren
Need to document system for placing orders on the intranet once Marketplace and E-Ordering is implemented.


January 2009

15
Standing Orders/Constitution
Need to ensure that all new requirements relating to Procurement and commissioning are consistent with the Constitution or the Constitution is updated to reflect any amendments.
M Mark

M Farren

Efficiency Manager
Need to be aware of Contracts procedure rules and to ensure any changes envisaged are referred to Legal Services


April 2009

16
Personnel Policies
Need to ensure that all procurement issues are included in induction processes.
M Farren
Obtain details of proposed induction process and include procurement processes


To be included within City First December 2008

18
Stakeholder consultation
· To include small and medium enterprises etc. Ensure all stakeholders both internal and external are aware how the Council does business and what our requirements are.


M Mark

D Reid

M Farren
Publish information on the Intranet and internet.

Communicate with stakeholders at EPiC workshops
August 2008

August 2008 and further meetings

19
Procurement Strategy
Monitor and update the strategy and codes of practice. This to be on the intranet.


M Mark

M Farren

Efficiency Manager


· Review and update the strategy to incorporate emerging issues


Intranet and internet to be kept up to date.

20
Benchmarking
Carry out Benchmarking with other EPiC members to determine VFM.


M Farren
· Need to ensure we achieve VFM and have the evidence to prove this. Reports to be circulated when completed


April 2009

21
Mobile Phones
To reduce mobile phone costs
M Farren
Try County framework and OGC.
March 2009

21
SMT/ CROS
Produce regular reports 
M Mark

M Farren

Efficiency Manager
Timetable: FS Annual Report timetable
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