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	TITLE:   QUARTERLY PERFORMANCE OF THE CENTRAL PURCHASING

               FUNCTION



	RECOMMENDATIONS:    

Members are asked to note:

· the projects successfully completed since March 2001;

· the current projects in place;

· the level of savings achieved;

· the strategies intended to bring corporate benefit to the City Council.



	EXECUTIVE SUMMARY:

The purpose of this report is to advise members of the continuing development of a Central Purchasing function as a principal element of the Financial Support Group and to report on achievements made, projects currently in progress and intended strategies for the future.



	BACKGROUND DOCUMENTS:

Financial Information System Business Case – 1999



	CONTACT OFFICER:    Terry Harrisson – Purchasing Manager



	WARD(S) TO WHICH REPORT RELATE(S)  



	KEY COUNCIL POLICIES



	DETAILS:  Continued overleaf




	1.
	Purchase Order Processing

	
	

	1.1
	Members may recall that, at the March meeting, it was suggested that the number of Purchase Orders raised through SAP will be well short of the 120,000+ anticipated in the Business Case supporting the introduction of the new Financial Information System.  After the first 4½ months of SAP usage, only 11,000 orders had been raised, indicating a likely volume of 32,000 per annum.  Appendix 1 identifies the extent of purchase order processing activity for the period 1st March 2001 to 12th June 2001 and clearly indicates the increase in utilisation of SAP over the first reported period.  The value of orders over this period is perhaps somewhat distorted by the fact that the 2000/2001 year end witnessed a flurry of requisitions during the latter half of March and included one order to Norweb  Telecommunications for £980,300.  However, committed expenditure of almost £16 million over a 15 week period again suggests that users are beginning to use SAP more fully.

	
	

	1.2
	The introduction of a purchase order processing computer system was expected to highlight an extensive number of low value requisitions/orders which, in turn, would have indicated an inefficient and costly purchasing methodology operating at Directorate level.  It is, therefore, somewhat gratifying to find that, partly as a result of the Processing Team consolidating requirements from different Directorates, the average order values in most Purchasing Groups are considered to be higher than anticipated.  Improvements can and will be made as familiarity and confidence in SAP increases, but the statistics provided are very encouraging and give us a solid foundation upon which to build and develop.

	
	

	1.3
	In the long term, increased efficiency of SAP will only be achieved when all contract and Directorate specific requirement details are created on the system.  Work is currently on-going to create Material Master Data and to review initial data entries, but the level of resource input is huge and it will take some considerable time before the undertaking is successfully completed.

	
	

	1.4
	The support for SAP generally within Directorates is felt to be increasing albeit slowly. The introduction of a Purchasing User Group in February 2001 has undoubtedly helped to allay some reservations about SAP and, indeed, about the Financial Support Group (FSG) itself.  Four meetings have now been held and have increasingly produced a more positive and co-operative approach by the requisitioners and authorisers.  These meetings will continue on a regular basis as they provide an ideal platform for the development of mainstream purchasing throughout the City Council.

	
	

	2.
	CONTRACTS

	
	

	2.1
	The range of the development and renewal of contractual arrangements over the past three months has involved considerable resource input and necessitated assistance by members of the Processing Team in order to meet the various deadlines.  Detailed below is a brief outline of the various areas of work undertaken by Central Purchasing:-

	
	

	
	(a)
Portable Appliance Testing:-  an award was made to Middleton Maintenance Ltd. for a two year period to carry out PAT testing in Directorates and schools.  The number of appliances estimated at the time of tendering exceeded 47,000 and these are required to be tested annually in accordance with Health and Safety advice.

	
	

	
	(b)
Mobile Phones:-  following the transfer of contractual responsibility from I.T. Services to Central Purchasing in March, we have, to date, upgraded over 700 handsets and connected these to “Orange”.  Work is continuing to establish full details of the extent of Directorates’ involvement with other service providers.

	
	

	
	(c)
Job Shop Plus Service in Salford:-  the Purchasing Manager attended four meetings and formal presentation/question and answer sessions with two shortlisted organisations.  Ultimately a contract award was agreed to be made to Employment and Regeneration Partnership Ltd.

	
	

	
	(d)
Regional Broadband Network:-  as previously reported the team has been involved in establishing this contract which involves 13 Local Education authorities throughout the North West and although the contract was agreed with Norweb Telecommunications (now known as Your Communications) in February 2001 protracted negotiation have been necessary to agree the wording of the formal contract and service level agreement.  The DfEE funding, guaranteed for 2 years at £2.3 million, is expected to be continued for a further three years.

	
	

	
	(e)
LAPP Contract for Lubricants and Greases:-  a report was approved by Corporate Services Lead Member on 26th March 2001 for a contract award to be made to Castrol Commercial for a three (or four) year period commencing 1st April 2001.  the contract is supported by six LAPP members and has a potential total value of £211,000.

	
	

	
	(f)
LAPP Contract for the Supply, Service and Maintenance of Sanitary Disposal, Medical, Sharps, Nappy and Clinical Waste Units:-  resulting from detailed analysis of tender submissions, recommendations from Oldham MBC, Tameside MBC, Trafford MBC and Greater Manchester Police advised a contract award to Cannon Hygiene Ltd. Salford concurred with this recommendation and the Corporate Services Lead Member approved the award which is worth approximately £504,000 over a  3 year period.

	
	

	
	

	
	

	
	(g)
Energy Contract:-  prior to handover of contractual responsibility of these contracts to Energy Management in Internal Audit, the team undertook tendering procedures for the supply of electricity to sub 100 kWh and domestic tariff sites and also Second Tier Electricity Supply for Public Lighting.  Apportionment of the savings achieved on these two contracts identifies approximately £195,000 for Central Purchasing.

	
	

	
	(h)
Removals Contract:-  meetings have been held with Citywide Services and Social Services to agree renewal procedures from 1st September 2001.  The current contract allows for a 12 month optional extension to be taken up.  For operational reasons, this extension will not apply.

	
	

	
	(i)
Photocopier Supply and Maintenance:-  a contract review meeting was held with Panasonic on 4th May 2001 to discuss the general operation of the contract and to explore the possibility of extending the contract period by 12 months to 30th September 2002 on the same terms and conditions of contract and at current prices.  A formal letter to that effect has been dispatched and written acceptance of the offer is awaited.

	
	

	
	(j)
LAPP Fuels Contracts:-  the Purchasing Manager is being pressed by LAPP members to pay retrospective rebates relating to the four fuels contracts for the four quarterly periods ending 28th February 2001.  Esso Petroleum and Texaco have recently provided offtake details and invoices are being raised for the final quarter.  Although Esso were invoiced for two quarters during March, we are experiencing problems with non-payment.  Further representations are being made.

	
	

	
	(k)
Schools Contracts/Purchasing advice

	
	


	
	
Home to Schools Transport:-  2 separate tender exercises have been necessary due to the late submission of route details involving two special schools.  Tenders have now been received and a detailed evaluation is currently taking place to ascertain optimum awards and ensure that total costs are kept to a minimum.  Historically we have provided details of pupils and their addresses in each route schedule but have not identified to tenderers the estimated mileage.  Tenderers have submitted their costs based on their assessment of the mileages involved and it is suggested that we should be controlling this element of the contract in order to potentially reduce contract rates.  Investment in specialised software to enable us to accurately calculate mileages and use such figures as a controlling element is being investigated to ascertain whether this would be cost effective.

	
	

	
	
Recreational (Swimming) Transport:-  this contract has been extended for a further 12 months to July 2002 following satisfactory execution by the current operator.

	
	

	
	(l)
OJEC Advertising:-  During May, five restricted procedure advertisements have been in the Supplement to OJEC.  Four of these relate to I.T. Service equipment and related services.  By 6th June 2001, over 120 Status and Capacity Questionnaires had been requested and duly e-mailed to interested parties.  The fifth advertisement relates to Architectural Design Consultancy Services for Development Services.

	
	

	3.
	Marketing the Purchasing function

	
	

	3.1
	On 22nd May 2001, two Purchasing staff were in attendance all day at Salford Education Centre to promote and market the Purchasing function in order to encourage schools to sign Service Level Agreements (SLAs) from 1st September 2001.   We do currently hold SLAs with every Salford school for a Contracts and Purchasing Advisory Service.

	
	

	3.2
	Catalogue 2002: in early March delivery was taken of 900 copies of “Catalogue 2002”.  This is the prime marketing tool for the Local Authority Purchasing Partnership and our Central  Purchasing operation.  To date we have distributed in excess of 700 in an attempt to saturate all Directorates and Schools in order to encourage increasing levels of contractual support.

	
	

	4.
	Savings

	
	

	4.1
	In-house target savings for 2001/2002 were set at £250,000.  It is anticipated that this figure will be achieved and indeed exceeded if projected savings resulting from contract awards and other sourcing initiatives come to fruition.  The energy contracts will potentially account for £195,000.  Upgrading of mobile phone handsets and introduction of improved Orange tariff rates should produce a further £50,000, provided Directorates currently using other service providers agree to support the corporate arrangement.

	
	

	4.2
	Savings identified by the Purchasing Groups as a result of questioning desired vendors on authorised requisitions totalled £7,419 over the 3 month period.

	
	

	4.3
	The importance and continued value of the use of LAPP contracts has been previously stressed and members are advised that since 1st March 2001 retrospective rebates have been received covering a number of contracts and totalling £25,740.

	
	

	5.
	Best Value

	
	

	5.1
	The Purchasing Manager has been co-opted onto the Council’s Best Value Review of Procurement Services Officer Working Group and a series of meetings have been scheduled over the next few months.  It is expected that an increasing level of resource input will be necessary to address the general comments made by the Best Value Inspector resulting from the Performance Review of Procurement of Services in Salford.


A. WESTWOOD

Director of Corporate Services

APPENDIX 1

Purchase Order Processing-Statistics. 1st March to 12th June 2001 incl.

	ID
	PURCHASING

GROUP
	ORDER

VALUE
	INVOICED

AMOUNT
	POs
	AVERAGE

ORDER VALUE

	A01
	Cleaning
	295,458.60
	50,535.73
	325
	909.10

	A02
	Domestic Equipment
	375,008.07
	59,955.97
	260
	1,442.34

	A03
	Catering
	101,861.01
	34,389.71
	317
	321.33

	A04
	Provisions
	9,251.65
	3,135.04
	37
	250.04

	B01
	Transport and Plant
	543,047.56
	303,808.58
	1,000
	543.05

	B02
	Fire Fighting
	6,350.40
	1,031.30
	50
	127.01

	B03
	Security
	612,089.61
	45,890.67
	189
	3238.57

	B04
	Sanitary/Waste
	33,236.51
	10,001.25
	153
	217.23

	C01
	Stationery
	579,378.71
	153,363.40
	1,494
	387.80

	C02
	Furniture
	68,421.36
	12,197.71
	67
	1,021.21

	C03
	Paper Products
	18,816.23
	7,663.43
	50
	376.32

	D01
	I.T.
	2,783,107.96
	1,801,226.62
	848
	3,281.97

	D02
	Tel-Communications
	137,990.07
	23,326.58
	208
	663.41

	D03
	Office Equipment
	118,590.08
	25,373.16
	291
	407.53

	D04
	First Aid
	13,672.77
	7,859.74
	41
	333.48

	E99
	Emergency Orders
	287,405.39
	28,454.80
	127
	2,263.03

	F01
	Repairs & Maintenance
	8,025,448.29
	1,039,052.69
	3,185
	2,519.76

	F02
	Horticultural
	107,180.69
	50,991.25
	123
	871.39

	F03
	Protective Clothing/Equip.
	21,604.65
	9,835.30
	84
	257.20

	F04
	Fuels/Energy Mgt.
	15,919.38
	3,285.41
	15
	1,061.29

	G01
	Personnel
	1,786,104.94
	407,864.82
	1,042
	1,714.11

	G02
	Travel
	500.00
	0
	1
	500.00

	G03
	Media, Publications
	39,225.50
	12,018.25
	68
	576.85

	G04
	Education/Leisure
	15,429.17
	5,102.63
	36
	428.59

	
	TOTAL
	15,995,098.60
	4,096,364.04
	10,011
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