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FOREWORD

| enclose the Fourth Annual Report to the Procurement Board for the period 2005 -
2006.

This details the work taken forward by public sector procurement professionals
working in Centres of Procurement Expertise across Northern Ireland in delivering
the four key objectives set out in the Board s 3 year strategic plan. This plan builds
on the legacy of the 2002 Review of Public Procurement, which was responsible for
re-shaping the procurement infrastructure in Northern Ireland and reforming public
procurement.

The year under review was a challenging one for procurement professionals in the
Public Sector. In the space permitted we can only summarise progress made in
key areas and cannot, unfortunately, detail the huge amount of work and effort put
in by procurement professionals and those who support them, which underpins the
commendable results highlighted in this report.

DAVID ORR
DIRECTOR
CENTRAL PROCUREMENT DIRECTORATE
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1. Introduction

In this, the Fourth Annual Report to the Procurement Board, we set out
progress achieved to date in the delivery of Year 1 of the Procurement
Board s Strategic Plan covering the period 2005 20 08.

The strategic plan represents the Board s first opportunity to build on the
successful implementation of the recommendations made by the Review of
Public Procurement, which reformed both the institutions and the way in
which procurement is carried out in the Northern Ireland Public Sector.
These recommendations were, by and large, successfully implemented by
31 March 2005 with those few remaining being taken forward within the
context of the new strategic plan.

In this report we will summarise progress made by public sector procurement
professionals working with Departments to deliver the four key objectives set
by the Board. These are as follows:

1. to deliver £250m Value for Money improvements on the procurement
of goods, services and works across the Public Sector by 31 March
2008,

2. to deliver best value for money from all procurement undertaken by
the public sector,

3. to develop Government Client and Supply Side capabilities, and

4. to provide leadership in the identification and adoption of best practice
as it relates to procurement.

Membership of the Procurement Board, during 2005-2006 is set out in
Annex A.

Further details of the Board s key objectives and strategic priorities for the
three years are set out at Annex B of this Report. A full copy of the Strategic
Plan 2005-2008 can be accessed on http://www.cpdni.gov.uk/
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2.  Working Together to Deliver Savings

At its meeting in October 2004 the Procurement Board agreed a target figure of
£250m value for money (VfM) gains from the procurement of goods, services and
works across the public sector for the period 2005 2008. This target is included in
the Board s Strategic Plan. A £250m target is also included in the Governments
Priorities and Budget 2005 2008 Efficiency Plan u nder the Procurement
Workstream.

In this section we set out progress made by Departments and Centres of
Procurement Expertise in working together to deliver the VFM gains in year 1 of the
Board s plan.

Details of Centres of Procurement Expertise are set out at Annex C.

2.1  Public Procurement Expenditure 2005-2006
Public Procurement Expenditure 2005 -2006

The Northern Ireland Procurement Policy and the Northern Ireland Executive
mandated that all NI Departments, their Agencies, NDPBs and Public Corporations
should carry out their procurement activities by means of a documented Service
Level Agreement with CPD or an agreed CoPE, from 1 April 2005. Procurement
through a CoPE ensures there is a professional influence on all procurement
activity to maximise best value for money and compliance with EU and UK
legislation.

A list of bodies to which the Northern Ireland Procurement Policy applies is set out
at Annex D.

VFM gains are achieved against the procurement expenditure on works, services
and supplies by Departments, Agencies, NDPBs and Public Corporations.
Procurement expenditure incurred during the 2005-2006 financial year is set out in
Annex E Public Procurement Expenditure 2005 and is captu red by Common
Procurement Vocabulary (CPV) code/category. Also provided is statistical
information on individual Departmental spend, categorisation by contract values and
value of spend that has been channelled through CPD or a CoPE.
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2.2 Developing Robust Measurement and Reporting Systems

In August 2005 the Value for Money Toolkit was launched by Central Procurement
Directorate (CPD) and is now being used by Centres of Procurement Expertise
(CoPEs) across the Public Sector. This toolkit provides audit -approved
methodologies for the measurement of VFM and efficiency gains and comprises
five components:

* Guidance Note 01/05 Procurement Value for Money and Efficiency
Measurement;

* Low Value Calculator;

* OGC e-Procurement Assessment Tool (ePAT);

» Gateway Process; and

* Browser based Data Collection and Reporting System.

The guidance describes the methodologies for quantifying VfM and efficiency gains
from procurement activity carried out by contracting authorities in the Northern
Ireland public sector. It facilitates the categorising of gains to capture the varied
achievements by procurement professionals within a common reporting framework.
The same categories provide a read across to indicate if gains are cash releasing or
non-cash releasing to inform reporting against the procurement efficiency target.

Gains are recorded via the Data Collection and Reporting system, a web enabled
database accessed via the NICS Intranet. The system currently supports 70 users
across all CoPEs, facilitates reporting of real-time gains to the Procurement Board,
Procurement Practitioners Group and Departments, as required, and continues to
be enhanced to reflect evolving reporting requirements.

The methodologies have been selected on the basis of being simple, robust and
auditable while providing common principles and specified processes. This will
ensure that the public sector takes a consistent and robust approach to
measurement but with sufficient discretion and flexibility to align the guidance with
the varied approaches to public procurement.

Throughout January 2006 CPD conducted a series of bi-lateral meetings with
CoPEs and Departments to agree the nature, format and content of management
information required to meet statistical, audit and statutory obligations. The
outcomes from the meetings have been used to inform the content of a
Management Information Guide, which was issued in March 2006. The guide is
designed to explain the rules governing public purchasing, the opportunities to
integrate sustainable development and the recording of efficiency gains, value for
money savings and other management information data.
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2.3  Delivering Savings

At the end of the first year of the Procurement Boards three-year plan
approximately £52.4m VfM gains and improvements were achieved in total. This
figure is made up of non-strategic contracts and includes the re-negotiation of the
UK-wide Pharmaceuticals Contracts which yielded gains of £17.3m.

This figure does not include saving achieved by a number of high profile strategic
projects underway as the application of methodology is currently being verified by
the Northern Ireland Audit Office.

In addition, CPD has helped clients achieve a further £3m gains, primarily in
education and housing, which fell outside the VFM gains target for the Public
Sector.

A breakdown of savings by Departments and COPEs is attached at Annex F.

2.4 Developing Delivery Strategies

Departments are required to work with CPD and the Strategic Investment Board
(SIB) to develop procurement and contract strategies for the delivery of the
Investment Strategy for Northern Ireland (ISNI) and make this information available
to the construction market place. A standard template has been developed for the
procurement strategy document. It is proposed that the procurement strategy
document will be published as an addendum to the existing ISNI documents and
will therefore be reviewed in line with ISNI developments.

The ISNI forecasts spend in excess of £5 billion in the areas of schools estates and
social housing. SIB and CPD have been engaged with the Department of
Education and the Department for Social Development to bring forward proposals
for schools and social housing.

A Construction Procurement Co-ordinating Unit has also been established, with
representation from all CoPEs, to bring greater consistency in the application of
construction procurement across the public sector.  Work is progressing on a
Construction Procurement & Contracts Code for the public sector and a common
form of contract, which along with the development of procurement and contract
strategies will represent significant achievements in the standardisation of approach
to the construction marketplace by the public sector.

Health Estates Agency has responded to the uplift in capital investment resulting
from the ISNI and has delivered a significant number of major projects, which will
contribute to the health and well being of the population of Northern Ireland. A
range of procurement models have been utilised by Health Estates Agency for
these projects, as the examples below highlight:
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L-R: Geoff Allister, Roads Service; Des Armstrong, CPD; David Gavaghan, SIB;
Lord Rooker; David Adamson, OGC; Sid McDowell CBE, Conference Chair and John
McMillen, CPD.

Minister Jeff Rooker was the keynote speaker at the Construction Industry Forum
NI conference in March 2006 under the theme “ISNI: £16 billion: An Unprecedented
Opportunity: The most significant regeneration initiative for Northern Ireland in
decades”.

2.4.1 Public Private Partnership/Private Finance Initiative [PPP/PFI]

During the year, DHSSPS Health Estates has continued to commission and project
manage the preparation of exemplar designs for projects to be procured through
the PPP/PFI route. Work is progressing on a number of major projects which
include the Ulster Hospital Redevelopment, Antrim Hospital Redevelopment, South
West Hospital [Enniskillen], Omagh local hospital and the Regional Women and
Children’s’ Hospital at the Royal Victoria Hospital. The Altnagelvin Hospital
Laboratory & Pharmacy project which is Phase 2 of the overall Altnagelvin Hospital
Redevelopment is currently being procured under the PPP / PFI route and is
progressing on site towards completion in January 2007.

Regional Cancer Centre at the Belfast City Hospital

This ‘state of the art’ facility was completed in December 2005 and opened to
patlents in March 2006. It has received a numbers of awards:
A Royal Society of Ulster Architects Commendation in the ‘buildings over
£3M’ category.
Two Landscape awards for public contracts with landscape content in
excess of £50,000;
First in the category for Northern Ireland and
The Supreme Award across all categories in both Northern and Southern
Ireland promoted by the Association of Landscape Contractors in Ireland.
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