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PERTH AND KINROSS COUNCIL

Strategic Policy and Resources Committee — 21 September 2016
UPDATE ON PROCUREMENT STRATEGY AND ACTION PLAN

Report by Depute Chief Executive, Environment
(Sustainability, Strategic and Entrepreneurial Development)

PURPOSE OF REPORT

This report provides an update on the implementation of the Council Procurement
Strategy. The strategy, approved by Council in December 2015, recognised the
important role that strategic procurement has to play in securing savings and in
supporting the delivery of the wider strategic aims of the Council’'s Corporate Plan
and Transformation Strategy.

1. BACKGROUND / MAIN ISSUES

1.1 This report updates Strategic Policy and Resources Committee on progress to
establishing best procurement and commercial practices across the
organisation through implementation of Procurement Strategy and Action Plan
which was approved by Council on 16 December 2015 (15/572 refers). In that
report a commitment was given to provide regular updates to elected
members on the progress being made against the Action Plan. This report
sets out how the work carried out to date responds to recent legislative
changes and details the contribution of this work to the savings targets of
£2.5m by 2019/2020.

1.2 Review of Procurement Capability

1.2.1 Over the second half of 2015 a review of the Council’s procurement activities
was undertaken, with the findings used to inform the Council’s Procurement
Strategy for 2016, including extensive programme of improvement actions.

1.2.2 The review consisted of a range of activities to assess the Council’s
procurement capability. The review work identified that current procurement
practices needed to be amended in a number of ways if the Council is to:

enhance professional supply chain management capabilities.

meet the future demands of a more complex commercial and
regulated environment and

maximise the opportunities that still exist for improvements and
efficiencies to be delivered.


http://www.pkc.gov.uk/CHttpHandler.ashx?id=35770&p=0
http://www.pkc.gov.uk/CHttpHandler.ashx?id=33968&p=0
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1.3.2

New Legislation

In addition to the improvement themes required to meet the review objectives,
significant work has taken place to embed processes that ensure the Council
is able to meet obligations and key duties arising from new legislation. Two
new sets of regulations came into effect on 18 April 2016, arising from a new
EU Directive and from national legislation — the Procurement Reform
(Scotland) Act.

The legislation places new statutory duties on Councils, for a wider range of

contracts of lower values than those regulated by existing legislation i.e. for
goods and services contracts with a total value over £50,000, and works

contracts with a total value over £2m.

1.3.3

The Strategy for 2016 included preparations to meet the new obligations. A

table showing the key requirements and the progress made to meeting the

duties is provided below.

New Duty

Progress Update

The requirement to maintain and publish
online a contracts register for all
regulated procurements (above £50,000 for
goods and services and £2m for works
contracts).

This was achieved in May 2016
and is now available for review on
the national contracting portal.

The need to prepare and publish an
annual procurement strategy which sets
out how the Council intends to carry out its
regulated procurements and a statement
on its policy on the use of a range of
matters including:

§ Community benefits.

§ Fair Work Practices including the
Living Wage.

§ Consulting and engaging with those
affected by its procurements.

§ Compliance with Health and Safety
legislation.

§ Fairly and ethically traded goods
and services.

The preparations for meeting this
obligation are underway and a full
report will be submitted to the
December 2016 meeting of Perth
and Kinross Council.

The requirement to prepare and publish
an annual procurement report, which
includes a summary of contracts awarded,
a review of whether they have complied
with the procurement strategy, a summary
of any community benefits requirements
imposed, a summary of steps taken to

The preparations for meeting this
obligation are underway and a full
report will be submitted to the
December 2016 meeting of Perth
and Kinross Council.



http://www.publiccontractsscotland.gov.uk/Contracts/Contracts_Search.aspx?AuthID=AA00372

facilitate the involvement of supported
businesses, and a summary of the
regulated procurements the Council
expects to commence in the next two
financial years.

Compliance with specific rules relating to A menu of community benefits
community benefits, which will apply to needs has been developed with
all regulated procurements with an colleagues in the Children’s
estimated contract value of £4 million or Services and the Enterprise
more. Team; including Employability

Initiatives, Opportunities for All
and youth social work. Tenderers
can use items from this menu to
demonstrate the community
benefit element to their bid.
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1.4.2

1.4.3

1.4.4

1.4.5

Impact of referendum vote to leave the EU on public procurement

Assessment of the possible impact of the referendum vote on 23 June
favouring exit from the European Union suggests that procurement law is
unlikely to be significantly changed as a result.

The EU regime is transposed directly into Scottish law. Whilst the EU Treaty
and EU Procurement Directives would no longer apply, this would have no
impact on the validity of the legislation currently in place to transpose those
directives (i.e. the Public Contracts (Scotland) Regulations 2015 and
Concession Contracts (Scotland) Regulations 2016).

It is also worth noting that there was a public sector procurement regime in
place before the UK joined the EU. Although there was no single regulatory
framework prior to the European system, other regimes existed (including
compulsory competitive tendering for local authorities) together with public
bodies’ own internal rules and policies for regulating their procurement
processes.

These rules existed to achieve best value for money in the use of public
funds, and to ensure accountability, probity and decisions free from bias, so
even if existing procurement legislation were to be repealed it is highly likely
that another, similar regime would take its place.

There is also strong evidence the Scottish Government sees opportunity in
regulating this field. In passing the Procurement Reform (Scotland) Act in
2014 and the subsequent regulations (Procurement (Scotland) Regulations
2016) the Scottish Government has added procurement to the toolkit for
achieving a fair and prosperous society.




1.4.6

1.4.7

1.5
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1.5.2
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2.1

2.2

2.3

The global market has advanced significantly since the pre-EU regime; the
underlying principles of achieving value for money and accountability in public
authority decision-making remain the same. These principles are now
entrenched in the public sector.

The economic impact of the Brexit vote in June 2016 may have an impact in
the Council’s supply chain as currency exchange moves affect the pricing of
imported goods. It is also expected that the recent trend for an increasing rate
of inflation will continue, and the impact for the Council will be higher costs of
goods, services and construction works going forward.

Transformation Programme

The output from the review of Procurement is being implemented alongside
the Procurement Reform Project element of the Councils’ Transformation
Programme. The Procurement Transformation project approved by Council
on 1 July 2015 (15/291 refers), included a funding package of £770,000 being
allocated to support this project (Report No 15/397). This improved
resourcing has meant that many of the recommendations of the review have
been more quickly implemented than would otherwise have been possible.

The Transformation Review proposals are based around the following
objectives:

Embed a more corporate and commercially focused approach to all
procurement activities to deliver SAVINGS.

Improve the SYSTEMS required to support this more commercially
focused approach.

Embed SUSTAINABILITY in procurement as “business as usual’ and
secure maximum social value from the council’s significant spend.

Working on the Procurement Transformation project and the Action Plan
arising from the Review together has been instrumental in supporting a move
to a more corporate approach to strategic procurement.

PROPOSALS

In the report to Council in December 2015 a commitment was given to a
range of improvements to procurement related work. The key outcomes are
highlighted below and further detail is also provided in Appendix 1.

The improvement work carried out since the beginning of 2016 has been
focused on adding value to procurement work, in terms of delivering
measurable savings and effective and efficient practices.

An annotated version of Procurement Action Plan has been provided at
Appendix 1. Included in this appendix is an update of the progress made to
each of the agreed actions.



2.4  The Perth and Kinross Council Procurement Strategy 2016 (from which
the Action Plan was devised) is complementary to the regional approach
to procurement through the Tayside Procurement Consortium (TPC).
Appendix 2 provides an update on the progress with the current TPC
Strategy, as well as the planned activities for coming months.

3. CONCLUSION AND RECOMMENDATIONS

3.1  Atthe beginning of 2016 the introduction of new procurement legislation, the
challenging financial climate, and the opportunities presented by the Council’s
Transformation Strategy, all combined to create a set of circumstances to
refresh the Council’'s approach to procurement.

3.2 A more corporate view of all procurement activity has been made possible
through the additional resource allocated to the function.

3.3  Greater use has been made of collaborative procurement opportunities, such
as Tayside Procurement Consortium, thereby reducing the cost to procure. A
focus on the opportunities for cost reduction in all contracts is contributing to
the Council’s efficiency agenda.

3.4  Effective procurement helps support a prosperous, fair and sustainable area,
whilst delivering best value, as well as local economic and social benefits.

3.5 The Committee is requested to note;

(i)  The update to Perth and Kinross Council Procurement Strategy and
Action Plan (Appendix 1).

(i)  The Tayside Procurement Consortium Strategy Update (Appendix
2).
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ANNEX

1. IMPLICATIONS, ASSESSMENTS, CONSULTATION AND
COMMUNICATION
Strategic Implications Yes / None
Community Plan / Single Outcome Agreement YES
Corporate Plan YES
Resource Implications
Financial NO
Workforce NO
Asset Management (land, property, IST) NO
Assessments
Equality Impact Assessment NO
Strategic Environmental Assessment NO
Sustainability (community, economic, environmental) NO
Legal and Governance YES
Risk YES
Consultation
Internal YES
External YES
Communication
Communications Plan NO
1. Strategic Implications
Community Plan / Single Outcome Agreement
1.1  The proposals support the delivery of the Perth and Kinross Community
Plan/Single Outcome Agreement in terms of the following priorities:
0] Giving every child the best start in life
(i) Developing educated, responsible and informed citizens
(i)  Promoting a prosperous, inclusive and sustainable economy
(iv)  Supporting people to lead independent, healthy and active lives
(v) Creating a safe and sustainable place for future
generations
Corporate Plan
1.2  The proposals support the achievement of the Council’'s Corporate Plan

Priorities:

0] Giving every child the best start in life;

(i) Developing educated, responsible and informed citizens;

(i)  Promoting a prosperous, inclusive and sustainable economy;

(iv)  Supporting people to lead independent, healthy and active lives; and
(v) Creating a safe and sustainable place for future generations.




2.1

2.2

2.3

3.1

3.2

3.3

3.4

3.5

Resource Implications

Financial

There are no direct financial implications arising from this report. The
proposals in this report will constitute to the delivery of revenue budget
savings.

Workforce

There are no workforce implications.

Asset Management (land, property, IT)

There are no asset management implications.

Assessments

Under the Equality Act 2010, the Council is required to eliminate
discrimination, advance equality of opportunity, and foster good relations
between equality groups. Carrying out Equality Impact Assessments for plans
and policies allows the Council to demonstrate that it is meeting these duties.

The proposals have been considered under the Corporate Equalities
Impact Assessment process (EqlA) with the following outcome:

0] Assessed as not relevant for the purposes of EQIA

Strategic Environmental Assessment

The Environmental Assessment (Scotland) Act 2005 places a duty on
the Council to identify and assess the environmental consequences of
its proposals. No further action is required as it does not qualify as a
PPS as defined by the Act and is therefore exempt.

Sustainability

The proposals in this report support sustainability through greater use of
social and environmental benefit considerations in procurement, and also
the reporting of these benefits regularly to Committee.

Legal and Governance

The Head of Legal Services has been consulted.



4.1

4.2

5.1

2.1

Consultation
Internal

The Head of Finance, Head of Legal and Governance Services and Head of
Democratic Services have been consulted in the preparation of this report.

External

The Head of Tayside Procurement Consortium has been consulted in the
preparation of this report.

Communication

Part of the Action Plan includes a commitment to communicate on
procurement matters to staff and Elected Members.

BACKGROUND PAPERS
Hyperlinks to background papers are included in the text of the report.
APPENDICES

Appendix 1 — Update on Perth and Kinross Council Procurement Strategy
and Action Plan.

Appendix 2 — Update on Tayside Procurement Consortium Strategy.
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