Unrestricted

ANNUAL REPORT ON
PROCUREMENT
2013-14

1

EXECUTIVE SUMMARY

1.1 The focus during 2013-14 has been on implementing the agreed Category Strategies,
retendering some major contracts and delivering significant cashable savings.
1.2 Total expenditure on external goods and services was £97m (around 36% of all
Council expenditure) of which 38% was spent with businesses based in Berkshire, 9%
in Bracknell Forest. We had a total of just under 3,400 suppliers, 81% of whom were
small and medium enterprises (SMEs).
1.3 This report highlights the considerable achievements during the year including:
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New cashable savings of almost £1.7m (whole contract life) were achieved
from procurement activity in 2013-14, of which £349k was realised in-year.
Executive approval of the Category Strategy for Facilities.
Award of Public Realm contracts covering highways maintenance, street
cleansing and landscaping services.

INTRODUCTION

2.1 Implementation of the Category Strategies agreed last year has been a major thrust of
work over 2013-14 and has already delivered significant savings and reduced the
administrative burden.
2.2 The introduction of a dedicated Contract Management resource to the Corporate
Procurement Team has proved a resounding success. Initially focussed on making the
new Agency staff contract a success and driving a much higher level of contract
compliance, she is also now managing a wider range of corporate contracts and
supporting the more general drive for improved supplier performance management.
2.3 Support for the schools capital programme has continued to be challenging, because
of the volume of work involved and the tight timescales, with considerable pressure to
ensure work is complete for the start of the academic year. To help alleviate this and
reduce the burden for contractors, we held a single pre-qualification exercise for all
projects due to be carried out during the year. The degree of interest shown and the
competitiveness of tenders received have ensured that the Council continues to benefit
from favourable market conditions.
2.4 Support for retendering major contracts in Environment Culture & Communities has
continued with the initiation of the Public Realm 2014 project covering highways
maintenance, street lighting, street cleansing and landscaping services. Corporate
Procurement has been heavily involved as part of the project board as catalysts in
driving innovation in the way we address the procurement so as to maximise the
possibility of savings over the next decade.
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EXPENDITURE ANALYSIS
3.1 The Council’s expenditure on bought-in goods and services in 2013-14 was £97m, up
£4m from the last financial year:

3.2 The biggest spend areas remain Adult and Children’s Social Care (25%), Construction
works & related maintenance (20%) and Environmental Services (21%). Healthcare
services now appear for the first time, reflecting the transfer of Public Health to local
authorities. This is reflected in the top 10 suppliers, who were:-

Ringway Highway Services
Berks Healthcare Trust
Re3
Mansell
Dimensions (NSO)
Brymoor
Turnstone Support
SITA
EDF Energy
Solutions 4 Health

Highways Maintenance
Public Health services
Waste Disposal & Recycling
Construction (Schools)
Adult Social Care
Construction (Time Sq)
Adult Social Care
Refuse Collection
Electricity supplies
Public Health services

Spend with these suppliers represented 38% of the total.
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7,279
6,448
6,097
3,334
2,991
2,981
2,897
1,720
1,642
1,374
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3.3 Supplier spend over £35k per annum is reported annually on an exception basis to the
Corporate Management Team (CMT) using a traffic light scheme to identify issues of
most concern in relation to compliance with Public Contracts Regulations or Contract
Standing Orders. This has helped to identify potential breaches of the regulations and
also highlight areas where value for money is perhaps not being optimised. It has
proved a powerful tool in helping to control expenditure and compliance and as a result
the number of cases identified continues to be very modest.
SMEs and Local Spending
3.4 The vast majority of our existing suppliers are SMEs – 81% of a total of 3,531.
Spending with SMEs represents just under 52% of our total, above average for South
East authorities (46%) but a small drop from last year:

3.5 Over 35% of the Council’s spend is with organisations based in Berkshire, with 7% over £6.5mm - within the borough boundaries.
4

2012-13 KEY ACHIEVEMENTS
4.1 Savings. Significant savings, totalling potentially £9m over the full 14 year contract life,
(£640k p.a.), were achieved from the major retendering exercise for Public Realm; see
below. These will start to flow from commencement of the new contracts in October
2014.
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4.2 Overall cashable annual savings of £1.7m were achieved in 2013-14, based on both
new and previously established contracts. These savings are delivered through the
efforts of a wide range of officers throughout the Council, with projects led or supported
by the Corporate Procurement Team.
4.3 Approval of Category Strategy for Facilities. With an aggregate spend of almost £4m,
the most varied portfolio of any of the Categories so far tackled and with so many
stakeholders across the Council; this was by far the most complex strategy to tackle. A
large number of new procurements to consolidate a myriad of disparate supplier
relationships across the Council, form part of the Implementation Plan. Central to the
savings and performance improvement targets will be the development of a completely
new approach to the problematic day to day maintenance, which represents
expenditure in excess of £1m p.a.
4.4 Appointment of Due North to supply a new e-procurement system; implementation and
testing is still in hand to ensure fully quality-assured BFC-tailored processes are in
place before the system goes live later this year. The introduction of this system will
transform the administration of procurement and release professional resources to act
more as change agents exercising more strategic influence in achieving better value
for money.
4.5 Contract Management – introduction of a Contract Manager post has seen significant
financial and process efficiencies achieved on both the Agency Staff and Food
contracts. The agency staff contract has achieved savings of approx 14% and seen
on-contract spend rise from 32% in April 2012 to 96% in December 13. The food
contract has seen over 2,000 orders processed and paid electronically via the
supplier’s web portal between July and December 2013, with additional savings of
£10k achieved during the year.
4.6 A number of major contracts were awarded between April 2013 and March 2014, by
or with the assistance of the Corporate Procurement Team, most notable being the
Public Realm project, which split over 3 lots and with a potential contract length of up
to 14 years max, represents a total contract value of over £100m.
Approx total est.
contract value
(whole life of contract)



£k
Public Realm (3 lots)
o
Highways
o
Street cleansing
o
Landscaping

84,000
10,700
12,500



Programme manager & Multi-Discipline
Works Consultancy

10,000



Time Sq Refurbishment

3,500



Supporting People hsg & care block contract

2,850



Bus contracts (3 no.)

2,800



Meadow Vale Refurb

1,500

Page 4 of 9

Unrestricted
5

NEW LEGISLATION AND OBLIGATIONS
5.1 Social Value Act - the Act places a duty on the Council, when tendering larger
contracts, to consider the potential to introduce additional social value as part of the
procurement. Whilst some initial steps have been taken to implement the legislation,
the Council has not yet been able to maximise the potential added value arising from
these initiatives. Further staff awareness and training is planned this summer.
5.2 Community Right to Challenge – to date this has had no impact.
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AUDIT
6.1 The 2013 internal audit report on schools gave a limited assurance opinion, following
consistent findings of important procedures missed in major procurements across a
number of schools. Discussions are in hand with the relevant department about how
these can best be addressed in terms of education and training. Schools’ access to the
Procurement pages of the intranet (BORIS) is a key weakness which will need to be
tackled.
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THE FUTURE – PROCUREMENT TRANSFORMATION STRATEGY
7.1 The central underlying philosophy is of continuous improvement at all levels. The
future strategy for procurement will therefore have six main threads:
 More strategic focus by procurement professionals
 Introduction of leaner processes
 Maintaining a high level of compliance
 Increasing competition
 Getting more from existing contracts
 Adding value through driving better social outcomes
The main focus for delivering these will be through the on-going development of
Category Management – which already covers approximately 50% of the Council’s
spend.
7.2 More strategic focus:
7.2.1

The overall direction of travel for Procurement is to redirect resources into more
strategic matters. We have for years now been focussed on tactical issues and
opportunistic savings with the result that the low hanging fruit has mostly been
exhausted and a more fundamental re-think is needed to ensure the profession
continues to be fit for purpose and able to deliver ongoing and sustainable
savings as the Council moves into a more difficult financial climate. Cashable
savings generated by Procurement can save jobs and protect services. Hence
it is more imperative than ever that professional resources are freed from
routine tasks and utilised instead on more strategic, added value activities.

7.2.2



This will be delivered through:
The implementation of existing and development of further Category Strategies
The implementation of leaner systems through a technological solution that will
free professional resources from routine tasks whilst at the same time ensuring
improved control of process – especially important given the Council’s highly
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devolved procurement model, with authority for purchasing delegated to a very
large number of staff across all Departments.
7.3 Introduction of Lean Processes
7.3.1

7.3.2

7.3.3
7.3.4

E-Procurement system – streamlining existing paper or MS Office-based
processes to reduce the administrative burden on staff involved in
procurement.
More one-stage procurements – we will use fewer separate pre-qualification
exercises to reduce the burden for officers and for suppliers and speed the
end-to-end process timescales.
Web-based forms – Procurement process forms will be transformed into webbased forms wherever possible with automatic workflow via the email system.
E-learning – support for staff engaged in procurement will be focussed on elearning through the intranet-based Learning Pool.

7.4 Maintaining a high level of Compliance
7.4.1 Continue to report annually to CMT on contract compliance and potential
breaches of Public Contracts Regulations and/or Contract Standing Orders.
7.4.2 Considering potential to expand e-procurement system more widely across the
Council.
7.5 Increasing Competition
7.5.1 Better engagement with SMEs (training in bid submission) (presentations to the
Local Enterprise Partnership and Federation of Small Businesses)
7.5.2 Increased advertising of opportunities (greater use of the South East Business
Portal and website publication of procurement pipeline of forthcoming
opportunities)
7.5.3 Early market engagement – we will make greater use of early engagement
techniques wherever practical to ensure supplier innovation can be captured at
the earliest stages.
7.5.4 Simpler tender submissions for suppliers via e-procurement system
7.6 Getting more from existing contracts
7.6.1 Professional contract management
7.6.2 Provision of training in contract management
7.6.3 Looking at opportunities to engage more strategically with major suppliers,
especially in Information and Communications Technologies (ICT)
7.6.4 Linking contract extensions to achievement of key performance indicators
7.6.5 Looking for opportunities for renegotiation, especially prior to awarding contract
extensions
7.7 Adding value through driving better social outcomes without adding to cost burden
7.7.1 Encouraging SME participation
7.7.2 Actively promoting the use of apprenticeship schemes amongst suppliers to aid
the local community
7.7.3 Increasing supplier understanding of the Social Value Act in order to achieve
greater benefits
7.7.4 Use procurement exercises to achieve wider community objectives and aid
local economic development
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8.

CHALLENGES
8.1 Staffing here are some significant challenges ahead for the Corporate Procurement
Team. The Head of Procurement retires in July after nearly 12 years and the Contract
Manager is leaving in August on maternity leave after nearly 7 years with the team.
Although the Head of Procurement will be replaced, there will be a diminished
resource available in the Team for the next 12 months. Supporting the larger school
procurements in the light of the audit report (see above) will be more difficult in the light
of this.
8.2 E-Procurement. The implementation of the new e-Procurement system will eventually
transform the way procurements are carried out, relieving much of the administrative
burden, but will, in the early stages, present many challenges as staff get to grips with
the new system.
8.3 Transparency – the new Government guidelines will be implemented in 2014-15,
requiring publication of details all contracts and purchase orders above £500. This will
be a particular challenge as information to such a level of granularity is not held
centrally and hence the Council will be reliant on a wide range of staff across all
departments in order to comply.
8.4 New Public Contracts Regulations will be implemented later this year. These will
abandon the distinction between Part A and Part B Services, meaning that the full
rigours of the process will apply to a much wider range of spend than hitherto. In
particular, social care and education service contracts will for the first time be subject
to full advertising and competitive tendering procedures above a special higher
threshold of £600k (approx). There will also be provisions to allow greater negotiation
with suppliers – which is very welcome – and “encouragement” to break bigger
contracts down into lots to better facilitate the engagement of smaller organisations.

ROB ATKINS
Head of Procurement
June 2014
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ANNEX A - KEY PROCUREMENT PERFORMANCE INDICATORS

KPI

Cashable
Procurement Savings

Source

Cumulative
(i.e. incl. existing contracts
awarded in previous FYs)

Aim

As at
01/04/13

As at
01/04/14

£1,130k

£1.6m

£565k

£114k

£100k

New

Achieved



(i.e. awarded in 2012-13)

Professionally
qualified
procurement
employees as a
percentage of total
procurement
employees

Corporate
Procurement Team
(including Admin)



4 out of 5
– 80%

4 out of 5
– 80%

=*

Number of
organisations top 10
suppliers who have a
formal agreement

Contracts database
& £35k report

=

100%

100%



No of contracts
>150k on full
extension

Contracts database



149


589

No of contracts
<150k on full
extension

Contracts database



251

Total contracts*

Contracts database



400

299



No of suppliers

Annual expenditure
ex Agresso



3,367

3,532



Annual expenditure

Annual expenditure
ex Agresso

n/a

£92.8m

£97.4m

n/a

Average per supplier

Calculation



£27,562

£27,570

=

Identified
Procurement
Community members

Agresso Authorisers



203

230



Volume of spend on
Contracts Database

Contracts database



£55.68m

£82m



Volume of spend off
Contracts Database

Calculation



£37.12m

£15m
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No. of invoices

- BVPI No.8



24,624

20,780



Average invoice
value

Calculation (against
BVPI)



£3,769

£4,668



No. of Contract
notices on OJEU

TED website (PINs,
notices & awards)

n/a

6

6

n/a

Total cost of the
procurement function
a) as a percentage
of the
organisational
running costs
b) as a percentage
of non-pay
expenditure

Balance Sheet –
Corporate
Procurement Team

=

0.10%

0.11%

=

0.17%

0.19%



* one member of staff part qualified and currently in training; expected to be fully qualified 2014

Although the direct costs of running the Corporate Procurement Team has reduced since last
financial year, the recharged overheads, particularly in relation to Audit, HR and ICT have
been increased substantially, somewhat skewing the overall costs of the Team when
compared to organisation running costs and total non-pay expenditure.
Achievement of cashable savings has continued to grow, reflecting a harder line on VFM over
service quality in tender evaluation.
The volume of invoices continues to fall as a direct result of the consolidation of ad hoc
ordering into more strategic, larger corporate contracts driven by the move to Category
Management.
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