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CORPORATE POLICY AND PERFORMANCE COMMITTEE

The undernoted items are circulated in connection with the meeting of the
CORPORATE POLICY AND PERFORMANCE COMMITTEE to be held here in the
Council Chamber, Town House on THURSDAY, 14 JUNE 2012 at 2.00 pm.
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GENERAL BUSINESS

6.1 Corporate Governance Directorate Business Plan (Pages 1 - 68)

6.2 Corporate Procurement Strategy 2012-2015 (Pages 69 - 92)

Due to a technical error, the above policies were not collated in the
original report pack circulation.
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Agenda ltem 6.1

ABERDEEN CITY COUNCIL

COMMITTEE: Corporate Policy and Performance Committee
DATE: 14 June 2012
DIRECTOR: Stewart Carruth

REPORT TITLE: Corporate Governance Directorate Business Plan 2012/13 to
2016/17

REPORT NUMBER: CG/12/065

1. PURPOSE OF REPORT

This report seeks committee approval of the Corporate Governance
Directorate Business Plan 2012/13 to 2016/17.

2. RECOMMENDATION(S)
It is recommended that the committee:

i. Approve the Corporate Governance Directorate Business Plan for 2012/13
to 2016/17;

ii. Note that the directorate business plan is continually reviewed in the light
of changes to the internal and external operating environment and that all
amendments will be reported to the committee for approval.

3. FINANCIAL IMPLICATIONS

There are no direct financial implications arising from this report. The financial
plan for Corporate Governance is included within the business plan.

4. SERVICE & COMMUNITY IMPACT

The Corporate Governance directorate business plan identifies factors which
influence service needs, development and delivery. It sets the priorities which
the directorate will undertake in order to achieve the council’s key strategic
objectives.

5. OTHER IMPLICATIONS

The business plan sets a route map to customer centred, efficient services
which will have wide ranging implications for customers and staff. Direct and
significant implications from actions included within the business plan will be
reported as necessary to committee.
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6. REPORT

In 2011/12, our directorate business plan clearly set out the directorate's
priorities and strategy for service improvements. The attached updated plan
covers a five-year planning cycle from 2012/13 to 2016/17 and, building on
our previously agreed priorities and work streams, reflects changes in the
internal and external operating environment as well as the significant
progress and improvements delivered by the directorate over the last two
years.

We have successfully delivered much of the plan for 2011/12 and progressed
the actions which we committed to. A review of the progress and
improvements made across the directorate during 2011/12 is included within
the attached plan and appendix 1 shows the directorate’s year end 2011/12
performance report based on the agreed 2011/12 actions, metrics and risks.

There has been considerable change over the past two years, not least in the
development of the council's five-year business plan, and, as is normal in our
operating environment, that change continues. The directorate’s focus is

always on delivering the key actions set out in the council’s five-year business
plan and any changes, corporately, will be reflected in the directorate’s plans.

We have used self-evaluation (using the “How Good is Our Council?” model);
stakeholder feedback; corporate and service risk registers; and internal and
external audit and inspection to reflect on our performance and to set out our
plan for 2012/13 and beyond.

The plan sets out the social, economic and technological challenges ahead
and maps out how Corporate Governance is responding by focussing its
activity around the needs of its customers, embedding quality across its
functions and delivering increased efficiency. The plan shows the role of the
directorate in delivering, and supporting others to deliver, the council’s key
strategic objectives.

The plan includes prioritised actions and performance indicators which will be
used to monitor the successful implementation of the plan. Performance and
progress towards these will be reported on a quarterly basis to committee.

The committee will be aware that, whilst covering a five-year period, the
business plan is not static. The directorate retains the ability to respond
flexibly to changes in external factors both during financial year and through
planned annual reviews.
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7. AUTHORISED SIGNATURE

Stewart Carruth

Director of Corporate Governance
Tel 01224 522550

Email scarruth@aberdeencity.gov.uk

8. REPORT AUTHOR DETAILS

Martin Murchie

Community Planning & Corporate Performance Manager
Tel 01224 522008

Email mmurchie@aberdeencity.gov.uk

9. BACKGROUND PAPERS

i. Local Area Network Assurance and Improvement Plan

i. “How Good is Corporate Governance?” Output report

iii. Corporate Governance Stakeholder Survey Output

iv. Quarterly Performance Reports to Committee during 2011/12

v. Aberdeen City Council Five-Year Business Plan

vi. Aberdeen City Council Corporate and Corporate Governance Service Risk
Registers
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Agenda ltem 6.2

ABERDEEN CITY COUNCIL

COMMITTEE: Corporate Policy & Performance
DATE: 14" June 2012
DIRECTOR: Stewart Carruth

TITLE OF REPORT:

REPORT NUMBER:

Corporate Procurement Strategy 2012 — 2015

CG/12/060

PURPOSE OF REPORT

This report seeks the Committee approval of a revised Corporate
Procurement Strategy for years 2012 through to 2015.

RECOMMENDATION(S)
It is recommended that the Committee:

(i) Approves the implementation of the revised Corporate
Procurement Strategy shown in Appendix 1.

FINANCIAL IMPLICATIONS

The Council spends approximately £300 million per annum on the
procurement of goods, services and works. Given the current economic
situation there is a need to consider how maximum benefit can be
gained from this funding to deliver wider social, environmental and
economic benefits.

Good procurement is vitally important to both public sector and
business alike. Services need to make the best use of public money
and focus on helping the Council achieve its overarching purpose and
strategic objectives.

OTHER IMPLICATIONS

Enhanced procurement capability within the Council directly correlates
to improved outcomes for citizens.

The proposed Corporate Procurement Strategy focuses on recognising
the importance of procurement not just in terms of the value for money
triangle of cost, quality and sustainability, but also as a lever to deliver
economic and social benefits.
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Every business enterprise uses suppliers in one form or another. It is
inherent in the business model. In the public sector, through
procurement we buy, we add value and we deliver. Without the
appropriate governance and effective strategy the Council potentially
faces damaging exposures to our reputation, operational continuity,
financial viability whilst also being a target for litigation.

BACKGROUND/MAIN ISSUES

The existing Corporate Procurement Strategy was for the period 2008
to 2011. Work has been undertaken to refresh this Strategy for the next
three years to ensure the Central Procurement Unit (CPU) supports all
Council Services in delivering innovative, cost effective and high quality
procurement services on behalf of the Council.

In the development of the aims and outcomes of the Strategy
consultation has taken place with all Council Service Management
Teams, Internal and External Auditors, local business sectors, the
voluntary sector and the Procurement and Commercial Directorate of
the Scottish Government.

The CPU has developed a Business Partner approach to procurement
with training and guidance being actively deployed across all Services.
This engagement facilitates cross Service joint working and has
allowed the Strategy to take full account of the needs of Service users.

The key aims for the proposed Procurement Strategy are focus on the
development of the key themes of collaboration, efficiency
maximisation, local supplier development, making better use of
available  technology, enhanced performance and contract
management of our supplier/provider base, development of community
benefit clauses and adherence to mandatory governance requirements.

Attention is drawn to the use of Community Benefit Clauses in contract
documentation where pertinent to do so. The purpose of Community
Benefits is to integrate environmental, social, and/or ethical concerns
into public procurement decisions. By utilising Community Benefits, the
Council can realise added value when carrying out necessary
purchases of supplies, services or works. The budget can be spent in
such a way that, while delivering the required goods or services, the
expenditure also contributes to wider policy goals.

The Scottish Government has recently commenced a period of informal
consultation on the content of a forthcoming Sustainable Procurement
Bill. Four broad themes for discussion are expected - transparency,
social benefits, environmental benefits, and compliance. It is important
the local government procurement community plays an active role in
this consultation and this Strategy drives to place Aberdeen City
Council at the forefront.
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The strategic aims and objectives of the CPU for the period 2012 to
2015 are shown in Annex 1 of Appendix 1. The key themes being the
continual delivery of Best Value contracts; improved procurement
capability across the Council; savings; improved supplier relationship
management; promotion of corporate and social responsibilities.

IMPACT

The following outcome derived from the Single Outcome Agreement
(SOA) are relevant:

National Outcome 15: Our public services are high quality, continually
improving, efficient and responsive to local people’s needs.

BACKGROUND PAPERS

National Procurement Strategy for Local Government in England

(2003-2006)

Review of Public Procurement in Scotland (“The McClelland Report”)

Scottish Government Economic Strategy

Scottish Spending Review 2011 and Draft Budget 2012/13

Procurement Capability Assessment

REPORT AUTHOR DETAILS

Craig Innes

Head of Procurement
Corporate Governance
cinnes@aberdeencity.gov.uk
01224 665650
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Corporate Procurement Strategy 2012 -2015

1 Definition

“Procurement is the process of acquiring goods, works and services, covering both acquisitions from
third parties and from in house providers. The process spans the whole cycle from identification of
need through to the end of the useful life of an asset. It involves option appraisal and the critical
‘make or buy” decision which may result in the provision of services in house in appropriate
circumstances.” (National Procurement Strategy for Local Government in England 2003-2006)

2 Context

Corporate and certain strategic procurement activity across the Council is led by the Central
Procurement Unit (CPU). CPU is a shared service with Aberdeenshire Council and is managed by
Aberdeen City Council (ACC) through Corporate Governance . There are also specialist areas within
the Council where the procurement process is led by Services themselves, particularly in respect of
the commissioning of Social Care Services for vulnerable people and Works projects relating to
construction.

It is recognised that best practice already exists in many areas within the Council however with every
procurement exercise there is the ongoing need to demonstrate continuous improvement.. The aim of
this Strategy is to focus on the development of the key themes of collaboration, efficiency
maximisation, local supplier development, making better use of available technology, enhanced
performance and contract management of our supplier/provider base, development of community
benefit clauses, sustainability (both social and environmental) and adherence to mandatory
governance requirements.

The Aberdeen City Council Five Year Business Plan contains within its executive summary a
statement from the Chief Executive which states:

“We seek a significant change in modernising the way we work and deliver our
services.”

The above statement identifies that procurement whilst not the only vehicle for change, is central to
the delivery of goods and services. With innovative and imaginative application, procurement can
allow the Council to save money whilst still continuing to modernise and provide a high level of
service delivery.

The Review of of public Procurement in Scotland
(http://www.scotland.gov.uk/Topics/Government/Procurement/about/Review) identifies that ‘good
procurement is vitally important to both public sector and business alike. Public services need to
make the best use of public money and focus on helping the government achieve its overarching
purpose and strategic objectives.

The Public Procurement Reform Programme, set up in 2006 following publication of John
McClelland's Report 'Review of Public Procurement in Scotland'
(www.scotland.gov.uk/Topics/Government/Procurement), is making a real impact on public sector
purchasing. It now has a well-established impetus, underpinned by real progress on joined-up
working across a wide range of procurement activity and practice.

In January 2010, the Public Procurement Reform Board endorsed the second phase of the Public
Procurement Reform Programme - "Transforming Procurement: Accelerating Delivery'. This refreshed
strategy places emphasis on accelerating the pace of change and the delivery of benefits, and
embedding initiatives into 'business as usual'. At its heart is the concept of value for money in
procurement being an informed balance between cost, quality and sustainability.

Central Procurement Unit
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The refreshed strategy focuses on four key priorities.
[0 Maximising efficiency and collaboration.
[J Delivering and demonstrating real cash savings across the public sector.
[0 Improving access to public sector contracts, particularly for SMEs.
[1 Embedding sustainable procurement at the heart of the reform agenda.

Underpinning these priorities are seven strategic objectives - the Seven C's:
[1 Capability;

Competitiveness;

Capturing savings and benefits;

Coverage;

Collaboration;

Corporate social responsibility; and

Communications.’

Oooooodg

In September 2011, The Government Economic Strategy and The Scottish Spending Review 2011
were published by the Scottish Government. Both publications highlighted the contribution that the
smart use of public procurement can have in increasing the public sector’s direct contribution to the
economy. The procurement related proposals set out in these publications include:-

0 Using public procurement to maximum effect to promote economic growth. Whilst European
rules do not allow discrimination in favour of Scottish firms, the Scottish Government has
pledged to help public bodies to design their contracts in a way which gives Scottish firms,
particularly SMEs a fair chance to compete;

[0 Using public procurement to encourage innovation in both the public and private sectors —
allowing bidders for work to come up with new ideas wherever possible;

0 Encouraging a broad consideration of sustainability in contracting, for example by using
community benefit clauses to provide training opportunities for local people, or by reserving
contracts for supported businesses;

[1  Continuing to develop the suite of eCommerce shared services which underpin procurement
reform. The Scottish Government are working closely with the private and third sectors to
introduce improvements - for example to allow increased use of Quick Quote (an electronic
system which allows buyers to ask for competitive quotes for low value purchases, without
the need to go through a full procurement exercise);

[0 Pressing for changes to the European procurement rules to allow public bodies to consider
local economic impact in their contract award decisions.

With these aims in mind, the Scottish Government has recently commenced a period of informal
consultation on the content of a forthcoming Sustainable Procurement Bill. It is likely the Bill will focus
on recognising the importance of procurement not just in terms of the value for money triangle of cost,
quality and sustainability, but also as a lever to deliver economic, environmental and social benefits.
Four broad themes for discussion are expected - transparency, social benefits, environmental
benefits, and compliance. It is important the local government procurement community plays an
active role in this consultation which will be undertaken during the summer of 2012.

The Procurement Capability Audit (www.scotland.gov.uk/Resource/Doc/279615/0084174.pdf) placed
the CPU third out of the thirty-two authorities. Whilst this is a good position, it is a position in
comparison and there will always be areas to be further developed. Subcontract management was
one such area in which the need for improvement was identified, and in response to this, a number of
measures requiring enhanced relationship, category and supplier management plans are to be
established and implemented by November 2012.

Central Procurement Unit
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Vision and aims

There is recognition within Aberdeen City Council that procurement techniques and best practice
need to be applied across all categories of expenditure, and in particular in areas of high value and
risk, as well as reducing the process costs of high volume low value purchases. In implementing this
strategic approach to procurement, the CPU will act in accordance with the following vision and aims.

QOur Vision

To deliver innovative, cost effective and high quality procurement services that provide the
best value, lowest risk procurements in support of the wider strategic and operational needs
of the Council

In delivering the above vision the CPU will:

4

41

O Ensure that procurement enables Services to deliver year on year efficiencies and savings

O Ensure that the quality of Service provided by the CPU is measured by customer feedback

[0 Encourage long-term thinking and commitment to a strategic approach to procurement issues

[0 Promote and enable whole life costing methods to assess and evaluate costs and benefits
over the entire life of assets and services

0 Provide greater visibility and understanding of the role of the procurement function

[0 Develop skills and provide support for staff involved in procurement

[0 Promote and contribute to the delivery of sustainability, local economic development, equality
and diversity and social/corporate responsibility objectives through our procurement activities

[0 Continue to use and further develop procurement collaboration with other public bodies and
partnering arrangements with suppliers where appropriate.

[0 Raise awareness of the complex regulatory framework in which procurement operates and
that it is potentially high risk; with financial, legal, environmental, health and safety and
reputational impacts.

[1 Continue to expand the use of Purchase to Pay (P2P) technologies to drive efficiencies

[0 Be considered a centre of procurement excellence by our peers and colleagues

Management Information

Spend metrics

Aberdeen City Council spent £299m on external goods, services and works in financial year
2010/2011. Some of the main features that characterise this spend are set out in table 1.

Number Suppliers 4232

Number of Invoices 190,138

Average invoice value £1,572.54

Percentage of Invoices less than £100 42.8% no. of invoices — 81,434
Percentage of Invoices less than £500 35.1% no. of invoices — 66,674
Percentage of Suppliers generating 50% of spend 0.6% no. of suppliers - 25
Percentage of spend managed through corporate contracts 4%

Percentage of spend managed through collaborative contracts 5%

via other authorities

Percentage of Suppliers generating bottom 20% of spend 96.7% no. of suppliers — 4,092
Percentage of Suppliers generating 80% of spend 99.9% no. of suppliers — 4,229

Table 1 Aberdeen City Council Spend of £299m

Central Procurement Unit
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4.2 Categorisation of Procurement Spend and Contracts

Tables 2 and 3 break down the combined expenditure into four broad categories based on a
risk/value matrix. The relative combination of risk and value can help to determine the most
appropriate procurement strategy and organisational structure.

Table 2 sets out the types of goods and services in each category along with an approximate value
and percentage of overall spend. Table 3 sets out some of the most commonly used tactics and

strategies to deal with each spend category.

Bottle Neck Activities: High Risk/Low Value

Strateqic: High Risk/High Value

Key Need: Ensure Supply

Key Need: Contract Management

[0 Specialist Equipment, 00 Social Care,

[0 Materials, [0 Property Construction & Maintenance,

0 Training, Medical, 0 Waste Management,

[0 Research & Testing, [0 Housing

[0 Vital spares [0 ICT Capital Projects,

[0 Outsourcing and associated activities

Value £4.7m Value £186.5m
Percentage 1.6% Percentage 62.3%

Routine: Low Risk/Low Value

Key Need: Minimise attention

Leverage: Low Risk/High Value

Key Need: Drive for Savings

[1 Stationery and Office Supplies [ Utilities and Fuels
[0 School Supplies O IT Equipment and Services
[J  Furniture and Fittings [J Telecommunications
00 Advertising [0 Agency Staff
[0 Medical Equipment and Living Aids 00 Cleaning, Disposal and Recycling
[J Particular Plant, Tools and Machinery [J Printed and Pre-Recorded Media
[0 Health & Safety, [0 Food and Drink
[0 Security, [0 Catering and Hire of Facilities
[0 Storage & Removals [0 Design, Print & Promotional Services
0 Vehicle Supplies & Services
[0 Financial & Legal Services,
[0 Landscaping & Grounds Maintenance
Value £30.1m Value £77.7Tm
Percentage 10.1% Percentage 26%

Table 2 Portfolio Analysis

The spend in the strategic category is heavily skewed by construction, however even without
construction, the level of spend in this category still represents the highest level of procurement risk
and as such should be receiving the highest level of attention. The strategy then becomes clear:
minimise the effort and maximise the value from the other sectors to allow as much skilled input by
officers into the management of the high value/high risk strategic engagements. This is the area that
section 7 of this Strategy addresses.

Central Procurement Unit
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Any of the activities broadly cited in Table 2 can change sector and the Category Plans for
each Category will define how, strategically, it should be addressed. For example, if the
strategy around provision of cleaning services dictated an outsourced solution, then it would
shift from its current sector to High Risk/High Value as an outsourced contract

Bottle Neck Activities: High Risk/Low | Strategic: High Risk/High Value
Value

Key Management Actions:
Key Management Actions:
(1  Category management,

[ Market development, | Performance and benchmarking,
[0 Raising attractiveness, Negotiation,
0 Ensuring supplies, | Innovation,
[0 Cost avoidance 0 Cost avoidance,
| Commissioning, specially trained

procurement/contract management staff
across all Services and the CPU,
| e-sourcing,
(1 Clear tendering processes,
(1 High level of training

Routine: Low Risk/Low Value Leverage: Low Risk/High Value
Key Management Actions: Key Management Actions:
Centralisation,

Category management,
Centralisation,
e-procurement,
Shared services,

Quick wins,

Corporate contracts,
Short term contracts,
Framework agreements,
Standardisation,

Cost avoidance,
Market intelligence

O d

Shared services,

Corporate contacts (enforced),
Automation of process,
Technology

e-procurement,

short term contracts,
Framework agreements,
Consortia purchasing,
Aggregation

Oooooooo
Ooooooocooog

Table 3 Key Portfolio Management Activities

From Tables 2 and 3 it is clear that the number of suppliers that sit in the low engagement
sectors that — because of sheer numbers — represent a significant management overhead for
low added value. This volume distracts from the high value, high risk and high complexity
contracts where quality thought is required and skilled engagement needed. It is in this area
where significant efficiency savings could be made through streamlined processes and the
introduction of technology and section 7.1 addresses this area in particular

It is also to be noted that areas of key procurement spend are under the control of the
Services in compliance with the Councils Standing Orders relating to Procurement and

Contracting. The Standing Orders should accord with overall strategic direction and policy,
auditable governance, procurement best practice and relevant legislation.

Central Procurement Unit
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4.3 Collaborative Procurement

An important aspect of the on going Procurement strategy is the way in which the Council
Interacts with other Councils and partnering public bodies at a national level with the Scottish
Government, at a sector level with Scotland Excel and at a regional level with Health, Further
and Higher Education and the ‘Blue Light’ Services. The Council derives approximately £1
million of saving benefit per annum from collaborative programmes and CPU is constantly
testing partners for opportunities to further enhance these activities.

The Council makes use of framework agreements and contracts put in place by local authority
purchasing consortia and other public bodies where these offer best value for money. CPU
also uses the Government Procurement Service “Buying Solutions” framework contracts to
supplement its own contract portfolio. As well as offering value for money, use of these
contracts means that skilled procurement officers can concentrate on the more complex or
high value contracts rather than the high volume/low risk requirement for goods and services.

The Council, where possible to do so, will try to ensure that all of the framework agreements
and contracts let through the CPU are open for use by other Councils and public sector
purchasers (health, police etc). Clearly communication of needs will have to be understood
with the other bodies, such that we ensure statutory compliance but it is an ambition that we
address this on a case by case basis to maximise the potential value to the council The
advantage to the Council is the opportunity to reduce contract prices further because of an
increased demand for the service. The benefit to smaller authorities is the opportunity to
access our procurement skills and benefit from prices gained through aggregated demand. In
some instances a management fee, gain share and/or rebate can be taken advantage of.

5 Structures and Accountabilities

5.1 Existing Capacity

Although the Council has the CPU, there is a largely devolved procurement structure aligned;
more than 684 officers out of approximately 1000 are able to place orders via a variety of
ordering mechanisms. Many more are involved in the bill payment process and in the
procurement process as project, budget and contract managers.

Four officers are fully or partially professionally qualified to Chartered Institute of Purchasing
Graduate standard and these all reside centrally within the CPU. There are also skilled staff
across Services such as Solicitors who specialise in public procurement law, Chartered
Surveyors trained in the procurement of building contracts and Chartered Engineers for roads
contracts.

5.2 Service and Budget Managers
These officers are responsible for managing the delivery of the strategic objectives through
their own service plans. They have devolved responsibility for service planning, budget

management and procurement activities. Service and budget managers are therefore key to
ensuring the effective adoption and delivery of this procurement strategy.

5.3 Central Co-ordination:

The CPU resides within the Council’'s Corporate Governance Directorate and undertakes the
role of a corporate procurement team and is responsible for:

1 Establishing corporate processes for the purchase of common use goods and
services (indirect supplies) on behalf of all Services

Central Procurement Unit
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5.4

Providing a procurement support and review service to Services and for individual
contracts

Developing procurement strategy, policies and procedures

Ensuring co-ordination and consistency within the procurement process

Delivering appropriate e-procurement and purchase 2 pay, end to end, solutions
Promoting collaboration and collaborative working with other public bodies

Supporting the activities and providing support to external agencies including
Scotland Excel

Delivery and tracking of agreed savings targets

Developing Category plan and Sourcing Strategies

Strategic contract and supplier relationship management

Performance Management for Procurement

This is provided through a combination of the following measures:-

5.5

Monitoring progress on the implementation of the this Strategy via a linked annual
procurement action plan with milestones and regular updates on progress being
reported to the Council’'s Senior Management Team

Generation of a set of metrics that track individual and functional performance in line
with Service Plans

Annual performance reviews for all CPU procurement staff

Efficiency and savings targets for corporate procurement initiatives

Annual review of procurement operations and procedures through the National
Procurement Capability Assessment (PCA)

Building procurement capacity by facilitating a learning and development programme
for commissioning officers and other parties

Making the fullest use of the information systems to provide procurement intelligence
and expenditure analysis

Liaising with other public sector procurement organisations to share intelligence for
market research, benchmarking and collaborative procurement opportunities

Ensuring that all major contracts have appropriate, project, contract and performance
management arrangements

Monitoring and auditing compliance with the Public Contracts (Scotland) Regulations
2006/2012 (as applicable), Standing Orders Relating to Contracts and Procurement,
Financial Regulations and all other policies and guidance relevant to procurement.
Ensuring that appropriate procedures are in place to proactively manage budgetary,
financial, supplier performance, legal, environmental, social and health and safety
risks

Helping local businesses

To assist the local market and businesses we have adopted a more measured risk based
approach to procurement. Tendering procedures are currently being reviewed to streamline
the way in which low risk low value contracts are tendered to reduce the engagement
overheads borne by the suppliers and in doing so open up the market to those who would not
ordinarily have participated. Part of this approach is only asking for what we need and
ensuring that those requests are proportional to the risk and value of that procurement. The
Council is a member of the national Supplier Development Programme which is a local
authority partnership established to offer small and medium sized enterprises (SMEs) the
opportunity to grow and diversify through procurement. Meet the Buyer events are active as
are workshops for local SMEs which provide training, networking and development
opportunities.

Central Procurement Unit

Page 78



CPU Strategy

6 Looking Forward

As part of its ongoing procurement development programme, the CPU is committed to
reviewing its current devolved procurement and, during 2011 started that process by aligning
Category Managers to Services in order to achieve a business partner approach to
procurement. This is the first step in creating a flexible, light and effective core procurement
management structure. Services will be provided training and support, where required, on key
procurement process such as specification writing, bid evaluation and contract management

Figure 1 sets out the type of organisational structure that the CPU will strive to move towards.
This model recognises that the various procurement processes would benefit from being
viewed and managed as a whole rather than separately but clearly the category/business
partner model will underpin this approach.

Strategic Centrally Managed, Skilled,
Procurement Proactive Category Managers
managing future demand and
total cost down strategy.
Categorised and segmented
supply base

Single tendering process across Purchase to
all activity supported by e- pay
Sourcing tools

Information Single Electronic purchase to pay
Management processes that ensure compliant
use across both councils [and all
services

Figure 1 Organisational areas to further develop

6.1 Supply Chain Management

The CPU’s overall performance in the Procurement Capability Audit (PCA) ranked the
capability of the team in third position of the 32 Scottish authorities. Whilst recognising that
significant progress had been made in many of the core competences, there was one area
where there were still noted deficiencies.

Supply Chain Management (SCM) was seen as particularly weak and as such is an area that
warrants specific strategic attention.
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Our ability to performance manage our supply chain is underpinned by some key skill
enablers. Whilst individually important in their own right, these activities when combined as
part of an overall supplier strategy, facilitate strong management and control and ultimately
enhance the ability of the Council to drive, influence, modify and develop the market. The
CPU needs to engage fully with Services to ensure:

[1 Strong specifications are designed and provision is in place to use the tools to coach
and mentor their creation

[J The right contracts are developed as part of the procurement strategy

[0 Development of meaningful management Key Performance Indicators

[0 Robust reviewing of contract performance

0 Balanced view on risk; the ownership of that risk and its management

Annex 1 cites within its Key Performance Objectives measures to ensure the continued
development of core procurement capabilities. However, addressing of the SCM shortfall is
best served by specific and targeted objectives.

In considering the interrelated nature of SCM activities and elements and the overarching
principles of its application, the strategic intent is best served by a holistic approach through
which all aspects of the supplier engagement can be assessed. To this end it is the intention
to generate supplier engagement plans that, looking down, identify all the key engagement
parameters, communication needs and relationship and management metrics and looking up,
feed into both category and functional dashboards. Annex 1 identifies the Key Performance
objectives for this activity.

The development of the CPU dashboard captures the key elements of supply chain and
procurement management. The metrics identify key operational drivers and provide clear
management information for enhancing engagement. Each Category Manager generates
their own detailed area specific dashboard and these are then partially consolidated into the
general CPU dashboard. This high level dashboard identifies for each Service:

Total addressable spend

Total spend to date

Total on contract spend

Total off contract spend

Procurement Journey role out needed/achieve
Category plans needed/in place

Number of active suppliers and target

Number of active contracts

Top 20 suppliers by spend

Top 20 suppliers relationship management plans
Savings — target/achieved

Oooooo4oogogoog

In addition, CPU are in the process of defining a comprehensive supplier assessment process
to engage with suppliers and understand supply chain risks at the earliest point in the overall
process

The undernoted process map shows the typical procurement cycle found in most public
sector organisations. It is the norm for too much emphasis to be placed on the middle three
steps to the detriment of the two steps at the front and the rear. These front and rear steps
are of significant strategic procurement opportunity involving supplier engagement on initial
market efficiencies. The CPU will be working more proactively with Services in these key
areas as a matter of course going forth.
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)l =gl — gl gl =

Traditional ‘bread & butter’ of procurement

Key Strategic Actions

Enhance collaborative engagement

Continue to upskill staff via formal training

Fully embed Category Management principles and have clear category strategies
Review structure and its success and continue alignment with Services and changing
needs

Category and Functional Dashboards underpinned supplier engagement plans

Invest the required resources at the front and rear end processes as above

7 Strategic Plan

The key outcomes for this procurement strategy are:

[ Efficiency. Ensuring the Council gets maximum value from every pound that is
spent through best value and innovative procurement practice; consistent but flexible
approaches to tendering and market engagement; a clearly identified and practised
savings strategy; implementation of a Category Management approach to
procurement.

[1 Governance. Ensuring the Council has appropriate and proportionate controls,
systems and standards to manage procurement risk and to comply with legal
requirements.

0 Improvement. Seeking new ways to develop and improve the Council’s
procurement and commissioning activities, and exploring how those activities can

deliver the Council’s wider strategic outcomes.

Whilst these are essentially aims, they pervade the whole essence of strong professional
procurement. Efficient procurement saves both time and money in the process and some of
the following actions looking at e-procurement and the purchase to pay cycle (P2P) address
this. Governance is about compliance and in particular control of off-contract spend and
making sure that appropriate delegation of authority is adhered to. Actions relating to e-
procurement will significantly address these issues. Improvement is what every learning and
developing organisation seeks to embrace. All of the actions within this document and
specifically within Annex 1 support that aim.

The following sections of this Strategy highlight those areas that are considered to be of long
term strategic value that will enhance the development of high value adding capability. In the
time scale many of these will be a challenge but it is essential that CPU remains at the
forefront of procurement best practice providing professional and imaginative solutions —
more so in an environment of reducing central settlements. Sections 7.1 and 7.2 identify two
main thrusts for underlying functional development and serve to underpin the three key points
above.

These activities represent a set of tasks that will continue to be developed and evolved and

each will have their own specific owner and associated programme plan and aligned set of
targets and measures.

10
Central Procurement Unit

Page 81



CPU Strategy

Whilst 7.1 and 7.2 represent underlying strategic actions, with a long term development and
delivery path they will yield - especially 7.1 — very significant long term financial benefits in
terms of both back office processing and direct operational category cost saving.

In addition to these two main underlying strategic actions, Annex 1 identifies strategic intent
targeted at the operational aspects of the function.

71 e-Procurement Strategy

7.1.1 Definitions

Electronic procurement (e-Procurement) is the use of information and communications
technology (ICT) to facilitate procurement processes. For CPU, e-procurement enables the
automation of a wide range of P2P applications, including requisitioning, ordering, bill
payment, competitive tendering, inventory management, contract management, on-line
auctioning, tender analysis and approved list systems.

7.1.2 Responsibility for e-Procurement

Overall responsibility for the e-procurement strategy shall rest with CPU as the enabler of the
Council’'s procurement. Responsibility for the development, refinement and implementation of
the corporate e-procurement strategy will reside with CPU in full consultation with key
stakeholders whilst aligning to the overall ICT Review.

The following highlights the main tasks which are required to implement the elements of e-
procurement in the various stages of the procurement cycle that will provide the greatest
benefits and are appropriate to its needs.

7.1.3 Advertising of opportunities

All new requirements for supplies and services contracts with an estimated value of £60,000
and above, that are not covered by any existing framework agreement, should be advertised
on the Scottish Governments National Portal - www.publiccontractsscotland.com . Works
requirements can be procured from nationally approved contractor lists, as opposed to open
advertisement, if it is deemed best value will be achieved from this means. In accordance
with the Council’'s Standing Orders Relating to Contracts and Procurement, all contracts for
Works, Services and Goods which have an estimated value of 90% of the current EU
thresholds and above (EU thresholds are currently fixed at £173,934 for goods and services
and £4,348,350 for works) are also advertised in the Official Journal of the European Union.

There are special provisions within the Council’s said Standing Orders and the Public
Contracts (Scotland) Regulations 2012 for what is termed Part B contracts, which are
predominantly for Social Care and Support Services.

7.1.4 e-marketplaces

We are currently hosting a number of accessible online catalogues that interface with our
Pecos system, but some interfaces still require considerable user knowledge, are they are not
sophisticated in their navigation or use, and still ultimately require two systems to be used.

There is an ongoing review of how, where and what type of catalogue and e-marketplace
would yield the greatest commercial advantage for the organisation and how best this could
be implemented.

11
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7.1.5 Ordering

The majority of the Council's electronic orders are raised via the Pecos system with the
system now being used within each Service. Over the coming three years there will be a drive
to migrate all purchase orders through this route apart from those agreed by exception. This
will also entail ensuring that all users are appropriately systems enabled.

7.1.6 Goods receipting and delivery notes

Pecos purchase orders require electronic goods receipting and this process is a pre-requisite
for enabling more automated invoice processing and facilitates the preparation of the year
end accounts. At present there is a considerable amount of manual reconciliation of invoices
that is being addressed aligned with ensuring full receipt of goods.

7.1.7 Invoice processing

There are a number of different approaches which could be adopted for invoice processing.
These are:

Consolidated invoicing (where one invoice covers more than one purchase order)
Electronic processing of invoices against individual purchase orders

Self-billing (known as 'evaluated goods receipt' in), where invoices are not submitted,
but payment is made by processing the goods receipt transaction.

The electronic receipt of invoices against individual purchase orders will reduce the volume of
manual keying locally and will facilitate automatic payment where the invoice matches the
purchase order and goods receipt notice. Implementation of these options, where possible, in
turn allows for further negotiation on supplier rates.

7.1.8 Purchasing cards

The use of purchasing cards can reduce transaction costs particularly for low value or ad-hoc
purchases. However Pecos is the Councils first route for raising purchase orders with the use
of purchasing cards only being considered on a case by case basis after agreement to do so
is obtained from both the CPU and the Finance Team.

7.1.9 e-auctions

At present there is limited use of e-auctions or reverse auctions as they are also termed
across the Scottish public sector in general. This is now a very mature technology which is
being exploited extensively in the private sector. This is considered a key enabling technology
which, after the technical and quality assessments have been made, specifically focuses on
the supplier margins in order to competitively drive them down to the manageable market rate
as achieved through the contract for agency and temporary labour. The CPU will look to
engage with Services on their development and use during 2012/2013.

12
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Key Strategic Actions

[l Incorporate findings from the ICT Review which can provide support for the
procurement process and investigate the value proposition of commercially available
systems

[1 Evaluate quick fixes to enhance e-auctions
[1 Investigate with key suppliers enhanced e-marketplace use

[1 Develop the full purchase to pay cycle to eradicate the use of paper. Develop supplier
capability for electronic invoicing

7.2 Sustainable Procurement

Sustainable procurement embraces environmental and social objectives and delivers long
term economic benefits.

Through sustainable procurement, we will not only meet relevant statutory requirements but
will also adopt whole life costing principles into procurement activities, particularly in relation
to major projects and corporate contracts. This means assessing and evaluating all costs and
benefits over the entire physical life and disposal of goods and services.

European Union Public Procurement Directives make it possible to include responsible
procurement requirements throughout each stage of the procurement cycle. The earlier these
requirements are introduced, the more effective the impact will be and the greater the
opportunity for environmental, social, or economic innovation.

European Union Public Procurement guidelines encourage and promote the inclusion of
responsible procurement evaluation criteria in addition to commonly evaluated factors such as
price and quality.

The CPU has developed a toolkit (Responsible Procurement Policy Feb 2011 )to be rolled out

to all Services which provides:

1 Guidance on how to integrate responsible procurement requirements into each stage
of the procurement cycle — see section 7.2.1

0 Useful tools and templates to make this integration easy and consistent across the
Council

1 A mechanism in which to drive continuous improvement, supplier development, and
record the responsible procurement benefits realised

7 A framework upon which suppliers can be evaluated against a range of agreed
responsible procurement criteria at PTQ and/or ITT stages, in accordance with The
Public Contracts (Scotland) Regulations 2012.

7.21 Sustainable Procurement (Environment)

The toolkit details the following sustainability-related matters, which should be considered in
procurement decisions:
1 Greenhouse Gas emissions / energy consumption/Carbon
) Water consumption
) Waste and recycling
0 Transport
[) Biodiversity, nature conservation and associated environmental enhancement
Noise, land and water pollution
Air quality
Responsible consumption

13
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The CPU also recognises that Council procurement decisions can have an impact on distant
communities through its supply chains and is committed to environmental sustainability in all
its forms as underpinned by the Climate Change (Scotland) Act 2009 It is enacts the Council
policy on Fair-trade.

7.2.2

Sustainable Procurement (Social Issues - Equality and Procurement)

Equality and fairness are two of the Council’s core values and we recognise the important role
that procurement can play in promoting equalities and fighting discrimination. We will do this
in accordance in ways that are consistent with our exisiting Diversity and Equality policy,
value for money policy, the Public Contracts (Scotland) Regulations 2012, appropriate EU
Procurement Directives and equalities legislation.

We aim

to ensure that all services provided by, or on behalf of, the Council are made

available to all individuals and groups equally and without discrimination. Also, to ensure that,
within the limits of the law, all individuals, companies or organisations undertaking work, or
providing goods or services, for the Council do not follow discriminatory practices.

Procurement can play a part in promoting equality in two main areas:

tendering for goods and services provided under contract agreement

contractors’ equality/diversity policies and practices

We will encourage contractors to draw up policies, which will assist them to avoid unlawful
discrimination. Similarly, we will encourage contractors to implement these policies, so as to
promote equal opportunities. Contractors will adhere to Aberdeen City Council policies, in
particular where the contractor or its employees require to be on Council premises.

We will:

Meet our obligations under the Equalities Act 2010

Consider equality issues before procurement projects start by conducting equality
and human rights impact assessments and ensuring the requirements of diverse
customers are addressed, as well as relevant opportunities pertaining to suppliers as
below.

In specifications, ensuring relevant equality requirements are addressed e.g. access
to buildings for disabled people.

At selection stage, asking suppliers for evidence of professional or technical ability
e.g. for services to ethnic minority communities, cultural awareness and language
skills where appropriate.

Develop Contract conditions that can be used to further equality outcomes where
they relate to the performance of the contract and are indicated in the contract notice
or specification e.g. the obligation to recruit a number of disabled people to be
employed for the duration of the contract.

Consider whether it is appropriate to reserve a contract for organisations providing
supported employment opportunities for disabled people.

Reducing barriers to, and improving the opportunities for, diverse suppliers that wish
to compete for Council contracts, particularly by reducing the bureaucracy involved in
competing for and delivering such contracts.

Where appropriate, working with suppliers on a voluntary basis to promote the
importance of equality to their suppliers and supply chain, for example including
suppliers’ workforce on internal equality and diversity training courses.

The Equality Act 2010 replaced previous anti-discrimination laws with a single act to make
the law simpler and to remove inconsistencies. This makes the law easier for people to
understand and comply with. The act also strengthened protection in some situations.

14

Central Procurement Unit

Page 85



CPU Strategy

Although procurement has always been covered by the race, disability and gender duties,
highlighting this issue in the Equality Act 2010 gives a sign that equalities is viewed as
everyone’s business and not solely the preserve of the public sector.

The act covers nine protected characteristics, which cannot be used as a reason to treat
people unfairly. Every person has one or more of the protected characteristics, so the act
protects everyone against unfair treatment. The protected characteristics are:

1 age
disability

gender reassignment
marriage and civil partnership
pregnancy and maternity
race

religion or belief

sex

sexual orientation

7.2.3 Sustainable Procurement (Community Benefits)

The purpose of Community Benefits is to integrate these environmental, social, and/or ethical
concerns into public purchasing decisions. By utilising Community Benefits, public bodies
can realise added value when carrying out necessary purchases of supplies, services or
works. The procurement budget can be spent in such a way that, while delivering the required
goods or services, the expenditure also contributes to wider policy goals.

Maijor infrastructural investments provide Aberdeen City Council with the opportunity to make
all of its citizens — especially those in the most deprived communities — wealthier, healthier,
safer and more equal. Factors such as health improvement, crime reduction, regeneration of
residential and leisure facilities, increased education and skill attainment can be incorporated
into the procurement exercise to bring increased choice and personal development resulting
in long term sustainable community benefits.

Community Benefits are one of a range of social clauses that can be included in public
contracts. To be valid award criteria, community benefit clauses must be included as a core
part of the contract specification i.e. for a construction project, training and recruitment
elements may be included within the specification.

Sustainable Procurement has primarily been concerned with environmental issues, but there
is now greater awareness of the need to extend this to social and local economy issues.
Community Benefits therefore includes not only targeted recruitment and training, but also
equal opportunities, training for the existing workforce, supply-chain initiatives, community
consultation, ‘considerate contractor’ schemes, contributions to education, the promotion of
social enterprises, and resources for community initiatives.

Specific long term targets of this Strategy, through joint working with all Services are to:

0 Include community benefit criteria in those procurements where benefit can be
identified — during specification and tender creation

[ Increase the number of local area residents of working age who are active in the
labour market

1 Ensure the majority of opportunities are accessible to local area residents from areas
of disadvantage

[l Secure strategic positioning of training and employability support services to focus on
opportunities created by known infrastructure opportunities over the next few years
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Deliver additional modern apprenticeships to widen school leaver opportunities
Secure sustainable employment opportunities in the construction of new facilities and
services

Increase level of spend in communities where major infrastructure works are located
or impacted

Support the development of the SME (Small & Medium Enterprises) sector by
developing a procurement approach which maximises their exposure to procurement
contracts — and a business development approach which provides them with access
to supplier development expertise

Support SMEs to increase their commitment to workforce training and development
Make contracts accessible to local SMEs and social enterprises (e.g. by encouraging
the development of supplier consortia or where best value can be identified breaking
down larger contracts)

7.2.4 Local Procurement

A key part of the Councils drive for sustainable procurement is to take positive steps to use
procurement as a way of benefiting local communities. We will therefore develop a number of
PQQ (Pre-Qualifying Questionnaire) questions that seek to assess how tenderers will address
local economic issues. The CPU will also to look to work more closely with Economic
Development colleagues in the early engaging of marketplaces to ensure they have adequate
awareness of forthcoming Service needs during each financial year.

7.2.5 The Third Sector

A key part of the approach to sustainable procurement is to engage and work in partnership
with the third sector, made up of charities and voluntary and community organisations. This is
especially true within the social care and wellbeing sector and can often provide the Council
with not only enhanced service delivery but can also do so at a reduced cost.

Key Strategic Actions

0 Ensure all key stakeholder and commissioning staff are conversant with
sustainability — especially community benefit aspects - and its environmental
implications and monitor progress on same

11 Draft specifications and contracts to align with the principles of sustainability and
social responsibility without unduly commercially compromising our position

1 Continue to develop strong and mutual collaborations within the third sector — See

Annex 1
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