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Information contained in this report has been compiled by

The Procurement Team
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Annual Report to the Director of Finance and Corporation Secretary 
by the Head of Procurement
1.0 Management Summary
The purpose of this report is to outline the activities undertaken by the procurement team from 1st August 2005 to 31st July 2006 and to look forward to the challenges facing the team over the next financial year. The report includes a review of areas of risk and the 2006/07 five year purchasing plan. The paper does not cover Procurement Strategy as this is the subject of a separate planning paper.
The report also reviews savings made through value for money procurement over the year and contains information on changes in EU procurement legislation. It is not possible to qualify all savings as procurement contributes towards improved quality of product, improved terms and conditions and value for money generally. The paper also reviews sustainability and Small and Medium Enterprise (SME) initiatives and details how the purchasing team is working collaboratively with other public bodies.
2.0. Review of Activity 
This section reviews activities of the team over the 2005/06 year.
2.1 New Student Village

The Head of Procurement continues to be involved in the new Student Residences project and continues to work closely with faculties and services on procurement issues.
Much of our workload/tendering this year has been in support of the new student residences and sports centre. As the project manager for the village was externally sourced the Head of Procurement provided a key liaison role for this project between UWE, the contractor, Capita Symonds and various University clients. This also included co-ordination of the Project Board and Executive Meetings. During the year this project has been subject to two internal audit reviews.

2.2 Tenders Awarded
Significant Tenders include:

1. New Building for Bower Ashton

2. Masterplanners for St Matthias campus
3. Nursery Voucher provider

4. Employee Assistance Programme (EAP)

5. Sports Equipment/Fit out of new Centre for Sport

6. Cleaning contracts for the new village

7. Networking equipment for the new village

8. Voice over Internet Protocol (VOIP) telephone equipment for new village

9. New Admissions and Enquiry Software (ADMIT)

10. Internal Auditors
11. Change management consultants
Support has also been provided for a range of other tenders, including Master Planners on behalf of Wallscourt Foundation for the Land East of Coldharbour Lane (LECHL) site.
2.3 Savings

Savings were made during this 12 month period by tendering requirements and advising Faculties/Services to obtain three quotes to achieve value for money.
Total purchasing savings were £207k. Savings added on to this from Estates tenders give an overall total of £1.5 million. All savings are now being recorded using the Efficiency Measurement Model (EMM) and are now also reported to HEFCE to enable them to report to the DFES against the Government’s Comprehensive Spending Review targets/efficiency gains. Please see Appendix 1 for details of purchasing savings.
It is important to note that procurement is not solely about making monetary savings. It is about creating efficiency savings through simplifying processes and procedures whilst also contributing towards improving terms and condition and product quality.

2.4 Statistics
The table below shows analysis of purchase orders over the past two years:

	
	2004/2005
	2005/2006
	% Difference

	No. Orders placed by Agresso
	11,940
	11,102
	-7%

	Total Value of Orders placed by Agresso
	£33.3m *
	£31.3m
	-6%

	No. Orders over £10,000
	531
	404
	-24%

	No. Orders under £500
	7183
	5887
	-1296

	% of orders under £500
	60%
	53%
	-18%

	No. Orders under £100
	2292
	1217
	-1075

	% of orders under £100
	19%
	11%
	-47%

	No. Single Action Waivers
	172
	192
	+12%

	No. Single Source Orders
	33
	56
	+70%

	Number of suppliers paid by BACS
	13,013
	13,400
	+3%

	Value of BACS payments
	£66.8m
	£99.9m**
	+49%

	Purchasing Card Spend
	£772,000
	£918,000
	+19%

	Number of Purchasing Card Transactions
	6,755
	8,051
	+19%


* This figure does not include £79m for the Student Village


** Value is skewed due to payments for the Student Village
The reduced number of orders processed in 2005/06 is due to the increased use of purchasing cards for low value purchases.
2.5 Purchasing Cards

The Purchasing Card Regulations were amended in July 2005 to allow staff to use the cards to purchase goods over the internet. There is also a ‘super-user’ in each faculty/service whose transaction limit has been increased to £750.
The University has been able to recognise an efficiency saving of £36,288* through the use of purchasing cards for buying goods and services rather than placing orders through Agresso. This figure was calculated using HEFCE’s savings formula.
* OGC guidance is to claim £28 per additional transaction when procurement cards are used.
2.6 Procurement Website

The purchasing website has been further developed to ensure it is user-friendly and logical to access purchasing information for both internal staff and external suppliers. Some sections of the website have been specifically developed to provide information for suppliers looking to tender. 
2.7 Small and Medium Size Enterprises (SME’s)
The team has been keen to provide assistance to smaller suppliers in working with the University and the following documents can now be found on the purchasing website:

· Documents regarding selling to the University of the West of England

· How to complete a prequalification questionnaire
· A buyer profile which outlines current and future tenders
· A 5 year tender plan enabling suppliers to see what tenders are coming up in the future
We are planning to work with our supplier base to identify SME suppliers during the next 12 months.
2.8 Staffing
There are 4 staff in the purchasing team.

During the year the Purchasing & Contracts Manager left to take up a post at Reading University. This position was filled in January 2006.
The Purchasing Officer has been on maternity leave since May and the post has been filled by temporary staff.

2.9 Training / Continuing Professional Development (CPD)
The team has been carrying out training sessions to staff in various faculties and services. The sessions provide staff with an understanding of the purchasing procedures and the financial regulations. As a result of positive feedback from staff on these sessions the team intends to future roll out this training to other faculties and services.
Both the Head of Procurement, Purchasing and Contracts Manager and the Purchasing Officer have attended meetings at SUPC and have also attended SUPC training courses on EU Procurement Directives. The Purchasing & Contracts Manager has also attended Freedom of Information and Finance for Buyers training and the Purchasing Officer attended a Communication in the Workplace course. 
The Head of Procurement attended a Chartered Institute of Purchasing and Supply (CIPS) CPD day looking at procurement’s role in change management.

2.10 Questionnaires

a.
Supplier Satisfaction Survey
In the quest for continuous improvement, a supplier feedback questionnaire has been developed and is now being sent to all suppliers who go through the tender process. The purpose of the questionnaire is to be able to evaluate the purchasing process. The results can then assist us in improving the ‘supplier experience’.
b.
Equality
The team have also issued the annual “Equality in Education” questionnaire to our top 100 suppliers in monetary value. The existing equality questionnaire is being updated to cover Corporate Social Responsibility as a whole.
2.11 Changes to EU Procurement Legislation

New EU Procurement Directives came into force on 1st February 2006. Key changes and resultant implications are as follows:

a.
Change in tendering thresholds:






Threshold
Previous Threshold
Services/Supplies

£144,371

£144,459
Works



£3,611,319

£3,611,474
b.
Mandatory standstill period
There must now be a 10 calendar day standstill between award decision and conclusion of contract award. Immediate notification of the award decision must be given to unsuccessful suppliers, including name of successful, award criteria and scores. Within the 10 day standstill the suppliers can challenge the award if they believe that the process was not conducted fairly. The possible implication of this is that the contract award will be delayed until all parties are satisfied that the process has been conducted within the spirit of the regulations.
c. Advertising below threshold contracts 
The new legislation implies that there is an obligation of transparency to ensure adequate advertising of tenders to enable the market to be opened up to competition. This applies to below threshold contracts. The purchasing team use the portal supply2.gov.uk and our own website to advertise its lower value contracts with the aim of opening up competition to local SME’s. 

d. Mini Call for Competition.
It is no longer possible to just ‘select’ from a framework where there is more than one supplier on it, mini competition must be conducted. The need to run mini competitions has created additional workload for the team. Currently there are 5 mini competitions waiting to be carried out. These are for furniture, stationery, audio visual equipment, laboratory consumables, advertising and sms messaging.

2.12 E-Procurement

In addition to advertising low value tenders on supply2.gov.uk the team also advertises tenders on tenders.ac.uk. This portal allows tenders to be advertised and tender documentation posted for suppliers to download and complete. In turn, suppliers also register on the system via an automated process and the system then flag ups the products and services they are interested in supplying. This process also allows us to take advantage of reduced EU tender times for electronic documents.
2.13 Procurement Collaboration
The Head of Procurement attends a Bristol based Purchasing forum of Purchasing Managers including the NHS, Fire, Police, four local authorities, Bristol University and Bath University.

The Head of Procurement attended a Racial Equality Forum run by Bristol City Council. As a result the team is working on an Equalities in Procurement document which will offer guidance to suppliers.

The Head of Procurement is a member of the steering group for Procureweb based at Cardiff University. Procureweb works closely with Proc-HE to provide the sector with procurement tools and systems. Procureweb is an information hub, supporting procurement within the Higher Education Sector. It provides CuPid, the HE sectors online contract management database, web design and hosting services.
The team is working collaboratively with Bath University on mini calls for competition and also hopes to work closer with Bristol University in the future, building on our portfolio of shared contracts. We are also doing our first tender with the United Bristol Healthcare Trust.
2.14 Freedom of Information (FOI)
The Purchasing Team continues to supply information from requests under the Freedom of Information Act and deals with any requests in the legal timescales permitted. There have been 3 requests for information, two of which were requests under the FOI following tender awards.

2.15 Sustainability

The Head of Procurement is a member of the UWE Sustainability Board and is in the process of developing a sustainable project list to further develop our sustainable procurement.

A number of initiatives are in place regarding sustainability:

a.
WRAP

UWE and Carillion plc jointly hosted a Waste and Resources Action Programme (WRAP) event in March 2006. WRAP’s mission is to accelerate resource efficiency by creating efficient markets for recycled materials and products, while removing barriers to waste minimisation, re-use and recycling. The objective of this event was to promote WRAP’s activities in the construction industry in relation to procurement, and to continue mutual efforts towards continuous improvement in respect of sustainability and the environment.

The event was attended by Carillion plc, contractors and consultants from the Bristol construction market place and UWE staff.

UWE has now begun to set a 10% target on the value of recycled materials on new building projects. The first of these projects is the new building at Bower Ashton.

b.
Paper

The Head of Procurement has been key to introducing the use of environmentally friendly paper across the university. This has been done in 3 stages:

1.
Photocopier paper

EP4 paper is now being used in all photocopiers across the university. At least 75% of the fibre in EP4 is made from recoverable paper that would otherwise have been disposed of to landfill or incineration. This paper is sourced from UK paper waste.
2.
In-house print paper

Printing and Stationery now use recycled paper for all in-house printing

3.
External printers

External printers are being encouraged to use recycled paper in their printing processes. They are also being encouraged to use the OGC paper framework contract on behalf of UWE in order to get cost benefits.
These changes have predominantly resulted in cost savings.

2.16 Southern Universities Purchasing Consortium (SUPC)

We continue to be an active member of the consortium and our expenditure through consortium contracts make us their 10th largest customer. There continues to be discussion with the other English consortia towards a formation of the English National Consortium (ENC) however currently there is not an agreed funding model. UWE and other SUPC members do not support the rebate funding option, preferring to have a fixed and visible subscription model. The Head of Procurement continues to chair one of the SUPC user groups.

For 2005/6, savings resulting from SUPC consortium purchasing were £362,859.
2.17 Proc-HE

This group continues to be funded by HEFCE until July 2007, pending the outcomes of the HEFCE August 2006 Procurement Consultation document.

2.18 Influenceable Spend

Approximately 82% of non pay expenditure has gone via the Purchasing Team. It is also noted that 28% of expenditure was non influenceable. This includes payments to the Inland Revenue, local authorities, rent, rates etc and other HE institutions.

3.0 Review of risk areas identified for 2005/2006
1.
Continuity of knowledge through staff changes / Faculties/Services continuing to adapt the Financial/Purchasing Regulations

Whilst this remains a problem in some faculties/services the training presentations carried out have enabled staff to be more informed of the purchasing procedures and financial regulations. As stated earlier in this report, this training is being extended to more staff throughout the university. Additionally the purchasing regulations have been updated and issued in a user friendly booklet form.
The improvement in the purchasing website also allows staff the ability to reference information more easily.
2. Supplier Business Continuity

This has not progressed in questionnaire form due to suppliers receiving two other questionnaires.
3. Purchase Card Use

The purchase card regulations were updated in July 2006 setting out guidelines for the correct use of the cards. As part of internal audit requirements, statements are checked by the purchasing team each month and any irregularities are queried with staff.
4.
Over payment on orders without authorisation
An Over Payment on Order form has been introduced which must be completed and authorised at faculty level and by purchasing. If this form is not completed then over payments will not be authorised. This now provides a clear audit trail of additional costs.
Additionally Estates variation orders are now received by purchasing allowing authorisation of additional expenditure before invoices are received.
4.0 The Year Ahead

4.1 New risk areas identified for 2006/2007

1.
Financial Regulations not being followed / orders being placed without correct authorisation
2. Increased work load on the purchasing team as a result of changes in EU legislation requesting mini call for competitions to be carried out

3. Single Action Waivers. Whilst the use of the Single Action Waiver has been discouraged there are still a significant number going through the system which must be reduced
4. Suppliers not following Corporate Social Responsibility and equalities legislation
4.2 New Initiatives
1.
Review Purchasing Strategy to support the university’s new strategic direction

2.
Identification of SME Suppliers
3.
Ethical Trading / Corporate Social Responsibility, the update of the annual questionnaire sent to suppliers
4.
Review of new Supplier Satisfaction Survey
5.
Issue Customer Satisfaction Survey

6.
Procurement advice and support for UWE federation colleges
7.
Review of purchasing authorisations and levels of delegation
4.3 Key Performance Indicators

The Purchasing Team have drawn up a list of Key Performance Indicators for the coming year by which to measure performance:
1.
Continue to reduce number of Single Action Waivers
2.
Further reduction in purchase orders under £100
3.
Further increase number of suppliers paid by BACS
4.
Improve the skills, expertise and professionalism of the purchasing team

5. Complete tenders against 2006/2007 tender plan

6. Increase collaboration with local universities and other public bodies

7. Work with small to medium enterprises, social enterprise, ethnic and minority businesses

4.4 Tender Plan
The team continues to work on a five year tender plan which is available on the purchasing web-site, a copy of which is attached (Appendix 2). We have regular contact with Heads of Service and Faculties to discuss future tenders in their area. This plan is drawn up as a result of the 48 month and annual expenditure analysis (Appendix 3).
The tender plan does not include the mini calls for competition required as a result of the award of the following frameworks; furniture, stationery, audio visual equipment, laboratory consumables, advertising and sms messaging.

The plan will be updated for non-recurring expenditure projects where they are identified in the planning process or the project appraisal process.
5.0 Conclusion

The Procurement team has continued to improve the services they provide to faculties and services, whilst recording further improvement in the procurement team activities. We aim to continue to offer a valued service to the University and continue to make cost savings across the University, enabling procurement to contribute to the strategic plan. We would ask the Committee to accept the tender plan for the next year and to note the savings made over the last 12 months.
6.0 Recommendations

The Committee is invited to note the content of this report.
Purchase Order Analysis
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Please Note: The 7% decrease in number of purchase orders placed in 2005/06 is likely to be attributed to the increase in the volume of purchasing card transactions for low value purchases.
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Please Note: The trend shows a decline in the number of single action waivers despite a slight increase in 2005/06
Purchase Card Analysis
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University spend using Corporate Barclaycards increased by 19% from £772k in 2004/05 to £918K 2005/06.

The University has been able to recognise an efficiency saving of £36,288 through the use of purchasing cards for buying goods and services rather than placing orders through Agresso.
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The number of credit card transactions increased by 19%, from 6,755 in 2004/5 to 8,051 in 2005/6, proving the successful increase in credit card usage for low value transactions.
Spend Analysis
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