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| INTRODUCTION |

Moray Council published its Procurement Strategy, as required by the Procurement Reform
(Scotland) Act 2014 (the Act), in December 2016. In order to report compliance with this
Strategy and the Act itself, the Council must publish an Annual report.

The guidance and template issued by the Scottish Government to report on our
performance from 2017/2018 onwards has been used for the year 2016/2017.

In addition to the required information set out in the Act, this report also includes
performance against a number of strategic indicators which were introduced in order to
measure progress on the new duties introduced by the legislation.

In order to evidence our progress against our strategic targets, the published Annual Report
requires some form of measurement. The statistics presented in this report provide the
evidence which should, over time, show how the Council is progressing against both the
national and local objectives. The following sections provide both the statistical information
and a commentary on performance (in italics)

SECTION 1 - SUMMARY OF REGULATED PROCUREMENTS |

In total there are 415 live contracts listed in the Council’s contract register; of these 115 (72
contracts and 43 mini comps/direct awards) were awarded in the year 2016/2017.

TABLE 1 highlights the summary of live contracts by category
APPENDIX 1 provides the breakdown of the contracts awarded during 2016/2017:

TABLE 1
Contract Type Number Estimated Contract
Value
£000
Category A (national) 26 6,320
Category B (sectoral) 44 11,886
Category C (local single supplier) 110 35,285
Category C (framework) 33 17,546
Category C1 (local collaboration) 9 679
Category O (other) 27 21,760
Call off from Frameworks 67 2,238
Non advertised 99 32,269
Total 415 127,983
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Commentary on performance:

Although the number and value of live contracts in the year has increased during 2016/17,
(up by 29 and £12 million), this is mainly due to our adoption of category A, B and O
contracts. These are contracts developed by Scottish Government, Scotland Excel and other
organisations. Ensuring these contracts meet the Council’s requirements is key to the
adoption process and together with the Departmental Lead Officer the team assesses the
offering against the Council’s needs. Only after stringent review including the potential
impact on any local supplier(s) do we move to contract award and adoption.

‘ SECTION 2 — REVIEW OF REGULATED PROCUREMENT COMPLIANCE

APPENDIX 2 provides the performance results against the Council’s Procurement Strategic
Action Plan for 2016/2017, which is split between the Procurement Commercial
Improvement Programme objectives and the Procurement Strategy measures. An update
and comment on performance is given and where improvements are still required the
relevant actions have also been identified.

Commentary on performance:

We have completed all but one of our Section 1 targets. The development of a contract
register database took longer than planned and we have only just gone live (in June 2017)
with the new system. Work continues to maximise the reporting functionality attached to
this new system and with departments to ensure the data held is accurate and up to date.
Section 2 of this appendix shows a mixed performance with our use and recording of non-
cash benefits being particularly poor. However the process for the development of a
procurement strategy (for each project) does now challenge the Procurement Officer and
Lead Officer to consider this issue in more detail. To support this review we are also using
the national sustainability prioritisation tool and a local more simplistic tool to direct the
potential areas for inclusion.

APPENDIX 3 provides a high level view of the non-cash benefits that have been included in
the contracts awarded in the year. This matrix is wider than just the social, environmental
or economic factors (also referred to as Community Benefits) required by the Act and
incorporates other added value benefits such as process efficiencies and price stability. The
use and measurement of this type of benefit is in its infancy and we have now developed a
tool that will support the consideration and inclusion at an early stage in any procurement
project.

Commentary on performance:

Our records highlight 62 non-cash benefits for the contracts awarded in the year, of which 18
were environment, social or community benefits. Previously this was an unregulated
consideration in any procurement project and so was not measured, however the
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procurement team now have a more focused and challenging approach to this issue to
maximise the added value that can be achieved through a contract and have introduced a
strategic target to record the outcomes.

APPENDIX 4 considers the potential use of supported businesses. The Act includes a new
classification for supported business: “an economic operator whose main aim is the social
and professional integration of disabled or disadvantaged persons and where at least 30% of
the employees of the economic operator are disabled or disadvantaged”. Public
organisations can reserve the right to participate in procurement for the award of a public
contract/framework to a supported business.

Commentary on performance:

The classification change in 2016 expanded the potential for more businesses to be included
in this category however our contract activity for last year did not provide an opportunity to
carry out such an exercise. We are currently working with Health and Social Care Moray to
see where we can utilise this process to best advantage for the suppliers listed.

SECTION 3 - FUTURE REGULATED PROCUREMENT SUMMARY

The Procurement team work with Heads of Service to develop a Departmental Procurement
Action Plan (DPAP) for their service which identifies the Council’s procurement activity for
the coming year (excluding category A & B activity). The Act has extended this timeframe to
two years and APPENDIX 5 provides a summary of anticipated regulated procurements for
that period.

Commentary on forward plan:

There are 19 potential extensions to current contracts and 29 known relets (replacement
tender process) due over the next two years. This represents a significant workload for the
Council’s Procurement Team and Departmental Lead Officers.

At this stage it is assumed that the Council will take the extensions available on existing
contracts. In some cases a re-let, changing the work required, might prove a better option.
In addition the level of unplanned activity is currently 11.4% of total activity which suggests
a further potential 2 relets.

‘ SECTION 4 - MORAY UPDATE

Although the information contained in the above and linked appendices highlights the
performance in areas covered by the Act, there has been considerable development activity
throughout the year to consolidate and build on previous improvements.
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Supplier Development Forum — this group includes representatives from Economic
Development and Procurement. An action plan has been developed and a number of key
objectives met — construction event, support for the Moray Business Week, specific contract
supplier events.

Construction Group — involving a wide range of representatives from the Council
construction services, this group is focused on the issues facing this sector highlighted by
the national Procurement in Construction Review 2013. Reviewing the Council’s approach
to market and our own internal procedures the Group has developed a new set of
procurement procedures specifically for construction contracts and will continue the work
to monitor impact and progress.

Moray Contract Management (MCM) — As highlighted in our Procurement Commercial
Improvement Programme (PCIP) result (see below) we have a significant gap in our
performance for contract management. Although we have evidence of some very robust
management arrangements we have also seen areas where little if any resource is assigned
to ensure that our contracts are actually delivering the required standard(s). We have
developed a model and process for the management of, and the reporting on, contract
performance. For key suppliers and key frameworks we have allocated a Procurement
Officer to support departments in the implementation of this model. The results of this
work will be included in the 2017/2018 Annual Report.

Moray Council Procurement Savings — The Council has a process for recording the impact of
contracts on the council — this includes cash and non-cash benefits. The cash savings have
been categorised as follows:

1 Cash saving anticipated — but budget not adjusted
2 Cash saving anticipated — budget adjusted
3 No baseline — savings cannot be established, review of contract on anniversary of

award to reassess
4 No savings anticipated

We have reported an overall saving of £1.009M (category 1 & 2) in APPENDIX 2 and TABLE 2
outlines the detail behind that measurement

TABLE 2

Cash Savings 2016/17 (2015/16)

Category of Saving Recurring savings Savings for year (adjusted for start and

end date)
£ million £ million

1 0.364 (0.693) 0.274 (0.659)
2 0.645 (0.645) 0.546 (0.634)
Total 1.009 (1.338) 0.820 (1.293)

6
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An analysis of the data shows that the drop in savings arises from contracts which reported
a saving that expired in 2015/16, being replaced by new contracts which did not.

The drop is mainly in the non-budget adjusted category which does mean that realised
procurement budget savings are being maintained. However a more worrying trend is the
fact that no contracts developed by the Council (category C) reported any savings of any
kind. Given our current financial position this must be addressed. The Procurement Team
has developed a Procurement Savings Strategy in conjunction with Accountancy colleagues
and should this be adopted, all appropriate “C” contracts will be challenged to make a 3%
saving. The Contract Award report to Service Heads will include the result for each contract
and an explanation for those failing to meet this target.

Procurement Commercial Improvement Programme (PCIP) — a national evidence based
audit for all public organisations which considers a wide ranging set of competencies.
Moray Council’s assessment took place in March 2017; facilitated by Scotland Excel we
submitted our evidence on behalf of all departments. The result was an overall score of
60.4%. A change to our 2014 result for the previous audit (Procurement Capability
Assessment — PCA) however this is expected as the two exercises are completely different
with the former focussing on process and structure and the latter now concentrating on the
quality of outputs. The process does result in a clear gap analysis and informs the
development work for the Procurement Team for the coming year as outlined in the
2017/2018 PCIP Measurements (section 1 of the Strategic Action Plan)

| SECTION 5 - SUMMARY

The significant improvements evidenced by the PCA (19% 2009 to 64% 2014) and now the
2017 PCIP result highlights the work of both the Procurement Team and Departmental
Procurers to develop and embed the infrastructure and principles of effective procurement.

The focus in now is on improving the quality of our outputs, ensuring that our tenders are
clear, concise and attractive to the market. Once the tender is advertised, supporting
suppliers to engage with the Council through this legislative process is key to the success of
our procurement programme.

This includes taking the time during the development of a procurement strategy for each
tender to consider not just the financial impact but also the added value that the contract
can deliver, including the economic, social and environmental benefits.

The Procurement Strategy reflects these aims and the Annual Report provides the evidence
that we are progressing well to meeting these targets.
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