
SCRUTINY COMMISSION 4
Minutes of a meeting of Scrutiny Commission 4 held on Tuesday, 7th October, 2008 at 6.00 p.m. in the Matthew Webb Room, Darby House, Telford 

PRESENT:
Councillors R. Aveley (Vice-Chairman in the Chair), R.K. Austin, N. Dugmore, A.A. Meredith, C.R.P. Mollett, and K.S. Sahota

M. Viney (Co-opted Member)

ALSO PRESENT:
Ken Clarke (Head of Audit & Democracy), Mike Phillips (Managing Director of West Mercia Supplies), Angie Astley (Head of Customer Services & Business Transformation), Adrian Griffith (Procurement & Payments Manager), Gail Rider (Business Manager – Business Transformation), Sarah Bass (Project Manager – Business Transformation)

SC4-19
MINUTES

RESOLVED – that the minutes of the meeting of Scrutiny Commission 4 held on Thursday, 11th September 2008 be confirmed and signed by the Chairman subject to Councillor K.S. Sahota being included in those present at the meeting.

SC4-20
APOLOGIES FOR ABSENCE

Councillors H. Rhodes and K.L. Tomlinson

SC4-21
DECLARATIONS OF INTEREST AND PARTY WHIP

None.

SC4-22
DEMONSTRATION OF DELTA ELECTRONIC TENDERING SYSTEM
Gail Rider opened the presentation by explaining that the introduction of electronic tendering was one of a number of procurement-type projects being undertaken through Business Transformation.  The Delta system had gone ‘live’ on 1 July 2008 and its take-up had been healthy following a widespread drive to sell the concept.  It was able to manage both small and large scale contracts with Children & Young People, for example, currently dealing with tenders for £30k and for £5 million.  In addition, with the assistance of the Procurement & Payments Manager, a complicated furniture contract had been tendered for electronically.
Sarah Bass showed Members the volume of paperwork required when going out to tender before the introduction of electronic tendering.  Given that the Council had been sending out between 80-150 tender packs each year, the cost of paper, photocopying, postage and officer time had been considerable.  The new system was both simpler and cheaper and more environmentally friendly.  
The Delta system was remotely hosted in Glasgow with full technical backup.  It was free to suppliers who were only required to register on the system in order to submit tenders electronically.  All suppliers who did business with the Council in excess of £20k per year had been sent a mail shot to inform them of the changes to the tendering process.  Whilst some Small & Medium Enterprises may have initially found the new system more difficult, equally they had not had the facilities to submit elaborate paper tenders.  The use of the Delta system would open up Council business to a wider range of suppliers and small companies did not need their own computer equipment to access the system as public internet access was sufficient.
Tenders were submitted to a ‘vault’, access to which closed once the tender deadline had been reached.  The system recorded the time each document had been sent, which provided an audit trail and enabled the resolution of any issues relating to the time a tender was received.  The date and time of the deadline for tenders could be changed if required and, should the system fail locally, it could still be hosted from Glasgow.  In conclusion, the Delta system was seen as providing a standard procurement system across the Council which would be fair and reasonable to all users.  This change in the method of procurement meant that a process was now in place which funnelled users to achieve compliance.  Reaction to the new system had been very positive and other local authorities were now contacting Telford & Wrekin for information.  
Adrian Griffith pointed out that the Corporate Procurement Unit contributed throughout to the implementation of this system, ran the initial pilot and that responsibility for running and managing the system, including training, now sits with Adrian’s team.

Members raised the following:
· Councillor Clive Mollett asked if, given that notice had only been given to current suppliers who did business with the Council in excess of £20k per year, had any other SMEs slipped through the net?

Sarah Bass said that this was possible as, although the Council had taken a pro-active stance in notifying suppliers of the new system, could have slipped through the net.  However, the authority was continuing to ‘spread the word’ and the intention was for it to be shown on the Council’s internet in due course.  In addition, the internet would provide information on those supplies and services required by the Council. 

Central Government also wished to have increased contact with SMEs and she indicated a web site (supply2.gov.uk) which provided a route to access lower value government contracts.  
Adrian Griffith said that the Shropshire Chamber of Commerce had acquired software to encourage Chamber members (including SMEs) to advertise and bid for contracts within Shropshire.  If Telford & Wrekin decided to take advantage of this system, all officers would be encouraged to use it and so fill a gap in the current provision.  However, account also had to be taken of the requirements of the OGC and benefits of economies of scale.  
Mike Phillips (Managing Director – West Mercia Supplies) commented that local authorities had a fiduciary duty to provide value for money to council tax payers.  Therefore, the Council might to have to make decisions between using SMEs and, for example, WMS.  Most members of the Chamber of Commerce operated in areas such as stationery and ICT hardware and what was needed was more small companies in the areas of social care and construction services.  It also had to be borne in mind that the private sector tended to purchase supplies while the public sector was more concerned with the purchase of services.

· Councillor Roger Aveley asked if any problems had been experienced with the new system of tendering and whether any jobs had been lost as a result?
Sarah Bass responded that there had only been some technical teething problems as the new system had been introduced as a team effort with all portfolios.  

Adrian Griffith added that the Corporate Procurement team have worked alongside Business Transformation on all aspects of this implementation.  Most of the Council’s procurement activity was carried out as a small part of officers’ responsibilities, therefore no jobs had been lost and these officers had been freed up to concentrate on their main functions.  He asked Members to note that the savings made were not in cash terms but in process. 
· Councillor Adrian Meredith asked if the new system would be monitored?
Angie Astley explained that the cashable savings in paper, postage, etc. would be monitored for twelve months in order to establish the true benefits of the system and to provide an audit trail of information.
· Councillor Keith Austin asked if the Council maintained a preferred suppliers list?

Sarah Bass responded that this was not necessary as all interested suppliers went through a pre-qualification route.  The area of work that did maintain such a list was construction where both Construction Line and Construction Health & Safety (CHAS) were used to ensure companies met the required standards.  

In response to a question from Councillor Kuldip Singh Sahota, Adrian Griffith and Sarah Bass confirmed that any company could register on the Delta system but would be subject to a pre-qualification check and references.
· Maurice Viney asked if the system was totally secure and Gail Rider assured him that it was.

· Councillor Kuldip Singh Sahota asked who had access to the ‘vault’ in which the tender documents were saved?

Sarah Bass explained that the system was password protected and recorded the name of the officer responsible for opening the ‘vault’ to access a particular tender.  She also informed Members that other officers/members ‘attending’ the opening of the Vault did not have to be present in the room but could see the process on a computer with internet access.
In conclusion, the Chairman requested that the Commission be informed of the result of the monitoring exercise following the system’s first year in operation.  
Action:  A report to be made to the Commission following the first year of the monitoring of the Delta system’s operation.
SC4-23
PRESENTATION ON WEST MERCIA SUPPLIES

Mike Phillips, the Managing Director of West Mercia Supplies (WMS) gave a presentation on its global sourcing and flexible energy procurement.  He showed a map which detailed the areas worldwide from which WMS sourced its supplies.  WMS was currently sourcing approximately £½ million worth of goods from China but such savings had not yet filtered through to local government generally.  He stressed that while sourcing from China could be more cost effective, WMS still had to ensure that the means of production were ethical.  

With regard to energy procurement, he explained the process whereby WMS bought gas and electricity on the Council’s behalf.  This meant that WMS had the freedom/flexibility/ability to lock and unlock our gas and electricity prices up to a day ahead of use and that, working with experts from Npower and a third party consultant, it was able to track market movements so setting our prices at as close to the opportune moment as possible.  This meant that WMS was able to secure far better, market related prices for their owning authorities, including Telford & Wrekin, resulting in cashable and cost avoidance savings worth over £3m since the flexible strategy was adopted around two years ago.

Mike Phillips also brought a number of other factors relating to energy procurement to Members’ attention:
· Cognisance had to be taken of the number of pipelines between Russia and the UK.

· Gas was currently used to generate electricity but it was too precious a commodity to be used for this purpose.

· The sourcing of crude oil since 1947 had been subject to a series of political crises, such as Suez, the Yom Kippur War and the continuing conflict in Iran.

· Current oil reserves tended to be located in areas, e.g. the Middle East, which were not necessarily friendly to the UK.
· The current and future demand for energy in China had not been anticipated.

· Energy prices could be adversely affected by unforeseen disasters such as a when a gas storage platform caught fire resulting in a 40% increase in gas prices.
Members raised the following:
· Councillor Nigel Dugmore asked if the Council was an equal partner in WMS.

Mike Phillips explained that the profit made by WMS was divided between the partners in proportion to their turnover with outside users receiving 25%.  If Telford & Wrekin was to increase the contracts it placed with WMS, its proportion of profit would rise accordingly.

Adrian Griffith informed Members that the profit share received back from WMS was not returned to the budget holders responsible for placing the contracts.

· Councillor Roger Aveley asked if it would not be more appropriate for professionally qualified procurement officers to deal with large contracts rather than individual officers within portfolios.
Ken Clarke responded that the current size of the Corporate Procurement Section was too small to have responsibility for all large contracts but value for money would suggest that this could be the way forward.  However, the arguments for both structures would need to be carefully considered before any decision to change was made.  Adrian Griffith explained that the current procurement structure at Telford & Wrekin was replicated at most other local authorities.  In addition, officers responsible for key areas of expenditure had considerable expertise in commissioning supplies and services in their areas of expertise, for example construction.  
SC4-24
SCRUTINY OF PROCUREMENT

Ken Clarke sought Members’ views on undertaking any further scrutiny work on procurement and making recommendations to Cabinet.  Members were in agreement that they wished to do some further work and asked that the top 10-15 largest spends within the Council’s budget be identified together with their current procurement arrangements.  It was noted that these spends would have to be ‘filtered’ so as to take out organisations such as the Inland Revenue and the Shropshire Pension Fund.

Members could consider alternative procurement methods which might be available and could then decide whether it wished to invite appropriate officers to attend a meeting at which they could be challenged on their current procurement methods.  It was agreed that a Working Group, which could be attended by any Member of the Commission interested in this subject, be set up to consider these procurement issues. 
Action:  Details of the top 10-15 suppliers used by the Council to be identified together with their current method of procurement.  This information to be presented to a working group comprising members of the Commission.
SC4-25
FORWARD PLAN

Members noted that a report on the Domestic Abuse Strategy 2008-11 was scheduled to be considered by the Cabinet on 27 October, 2008.  It was agreed that, should it be considered useful, additional information could be requested on this item following the Cabinet meeting.
SC4-26
CHAIRMAN’S UPDATE

Members agreed that the agenda for the meeting of the Commission on 6th November, 2008 would be as follows:

· Update on the Value for Money Scrutiny Monitoring 

Group by Councillor Louise Lomax, Chairman of the Group

· Presentation by Councillor Denis Allen, Cabinet Member for Community Services and Pete Jackson, Head of Community & Neighbourhood on the use of CCTV
· Presentation by Steve Wellings, Chief Executive, and Councillor Andrew Eade, Leader of the Council, giving an update on the Employee Survey 2007
Action:  The above items to be included on the agenda for the meeting of the Commission on 6th November 2008 and arrangements made to invite the appropriate officers and members to the meeting.

SC4-27
DATES OF FUTURE MEETINGS OF THE COMMISSION

Members noted the dates of the two remaining scheduled meetings of the Commission for 2008-09.

The meeting ended at 7.48 p.m.







Chairman:  ……………………………







Date:  ………………………………….
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