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1 Purpose

This is presented to the Board for:
e Approval

This report relates to:
¢ Annual Operating Plan

e Government policy/directive
e Legal requirement

This aligns to the following NHS Scotland quality ambition(s):
e Safe

o Effective
e Person Centred

2 Report summary

21 Situation
The purpose of this paper is to provide the Board with an overview of how the Board met
its procurement obligation under Procurement Reform (Scotland) Act 2014. The annual
procurement report has to be published by 31 August each year on the Board’s website.

A standard nationally agreed template is being used by all NHS Boards in Scotland.

The Procurement Steering Group (PSG) has reviewed and updating this paper at its
meeting on 6 August 2024. PSG are recommending the Board approves the Procurement
Annual Report for 2023-24. Also due to August deadline previously shared by e-mail with
Board members for comment and feedback.
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2.2

2.3

2.31

2.3.2

233

234

2.3.5

2.3.6

2.3.7

Background

The purpose of this annual report is to highlight NHS Shetland’s purchasing activities and

to allow us to record and publicise our performance and achievements in delivering our

procurement strategy.

Key points from the report are:

1. NHS Shetland awarded two local contracts without prior publication of a call for
competition;

2. 68% of Shetland’s supplies expenditure is via through the NHS Scotland National
Distribution Centre (NDC) which are all on national contracted products: and

3. One local organisations benefited from funding support through the national
community benefits gateway.

Assessment
The Procurement Annual Report outlines how the Board met its procurement obligation
under Procurement Reform (Scotland) Act 2014, so is compliant with our obligations.

Quality/ Patient Care

Assists in the Board’s governance of procurement activities are aligned to ensure locally
quality of care and patient services.

Workforce

Assists in the Board’s governance to ensure procurement activities are aligned to support
staff health and wellbeing are appropriate

Financial

Ensures effective governance is in place to ensure our procurement activities deliver
best value of resources.

Risk Assessment/Management

Ensures effective governance is in place to ensure relevant risk assessment and
mitigations are in place.

Equality and Diversity, including health inequalities

Ensures effective governance is in place to supports the Public Sector Equality Duty,
Fairer Scotland Duty, living wage and the Board’s Equalities Outcomes.

An impact assessment has not been completed.

Other impacts
No other material issues.

Communication, involvement, engagement and consultation
The Board has not involve and engage any external stakeholders in the process.
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2.3.8 Route to the Meeting
This has been previously considered by the following groups as part of its development.
The groups have either supported the content, or their feedback has informed the
development of the content presented in this report.

e Procurement Steering Group on 6 August 2024

24 Recommendation

o Decision — Board after discussion and review are asked to formally accept the
recommendation of the Procurement Steering Group and approve the report

3 List of appendices

The following appendices are included with this report:
e Appendix No 1, Procurement Annual Report 2023-24
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1.1 Purpose

The purpose of this annual report is to highlight NHS Shetland’s purchasing activities
and to allow us to record and publicise our performance and achievements in
delivering against our procurement strategy. This report allows us to demonstrate to
our stakeholders that our procurement spend is being used to support the Health
Board objectives as follows:

1. To continue to improve and protect the health of the people of Shetland.
To provide quality, effective, and safe services, delivered in the most
appropriate setting for the patient.

3. To redesign services where appropriate, in partnership, to ensure a modern
sustainable local health service.

4. To provide best value for resources and deliver financial balance.

5. To ensure sufficient organisational capacity and resilience

As well as providing information on how we consult and engage with our
stakeholders, alongside the procurement strategy, this annual procurement report is
a key document in enabling informed engagement with our external or internal
stakeholders, our strategic partners and suppliers or potential suppliers.

As detailed within our Procurement Strategy this report will focus on the Authority’s
corporate expenditure, which is circa £15.6 million within the period of this report.
There is £2.8m of related Pharmacy spend which is out of the scope of this report.

The tree map below highlights categories where spend was attributed to.

Annual Percentage Spend by Category

B Medical Equipment
W Travel

B Estates/Facilities

B Agency - Nursing
W Agency - Locums

W Utilities
Agency - Locums,

Estates/Facilities, 10.6% Agency - Nursing, 7.8% 7.1% B Laboratory
LBi§
B Med/Surg
B Other

Medical Equipment, 16.3% Professional Fees, B Professional Fees
Other, 4.0% 33%
B \ehicles
Non W Telecoms

Medical
Agency - Equipment,
Utilities, 6.8% other, 2.1% 1.9% B Non Medical Equipment

W Agency - other

W Catering

Print/

W Personnel
W Print/Stationery
M Dental

Telecoms, 3 HLaD
Travel, 14.1% Laboratory, 5.0% Med/Surg, 4.7% 2.4%
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2 Summary against our mandatory requirements

2.1 Summary of regulated procurements

In accordance with the Procurement Reform (Scotland) Act 2014, any public contract
(other than a public works contract) of £50,000 or greater and public works contract
of £2,000,000 or greater is considered a Regulated Contract. A regulated
procurement is any procedure carried out by a contracting authority in relation to the
award of a proposed regulated contract which is completed when the award notice is
published or where the procurement process otherwise comes to an end. This
includes both contracts and framework agreements.

2.2 Summary of procurements

The following tables summarise the regulated procurements in the period.

Contract title Award Start End Date Value per | Supplier
date Date annum Name

NP502423b SWAN NHS Call off

contract 06/07/2023 | 06/07/2023 | 06/07/2029 BT plc

RM6261 Mobile Voice & Data

Services 22/06/2023 | 29/06/2023 | 29/06/2028 BT plc

NP502423a SWAN Shared Services

Call off 12/04/2023 | 12/04/2023 | 12/04/2035 £129,922 | BT plc

NP501623a Imprivata Single Sign on

and Password Manager 01/04/2023 | 01/04/2023 | 01/04/2026 £59,939 | Softcat

SP-23-07 Water and Waste Water Business

Billing Services 15/03/2024 | 01/04/2024 | 31/03/2027 £73,196 | Stream

Within the period of this report NHS Shetland has awarded 3 calls off from National
Procurement Frameworks and awarded 1 call off from a Crown Commercial Services
framework agreement and 1 call off from a Scottish Procurement framework

agreement.

Award of a contract without prior publication of a call for competition

Value .
Contract title R LA End Date per Szl Justification
date Date Name
annum
Utilisation of Lerwick Shetland
District Heating heat
Scheme by NHS energy Single source
Shetland 20/12/2023 | 01/02/2024 | 01/04/2028 | £312,000 | and power | supplier
Urgent award
Allied to provide
Managed Taxi Taxis continuity of
Service on behalf of Shetland business
NHS Shetland 04/07/2023 | 17/07/2023 | 17/07/2026 | £90,000 | Limited critical service
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2.3 Spend through National Distribution Service (NDS)

NHS Shetland have an agreement to purchase medical and non-medical
consumables from the National Distribution Service, which is the approved central
store for all NHS Scotland Acute Health Boards. £482,194 (68%) was covered by an
approved national contract. This spend was contained within 66 national
frameworks. Table below compares activity during the last 3 years.

NHS Shetland Spend through National Distribution Centre FY21-24

Period - Apr 21 - Mar 22 Period - Apr 22 - Mar 23 Period Apr 23 - Mar 24
Percentage Percentage Percentage
Number of | Spend by & Number of | Spend by 2 Number of | Spend by <
Spend Category of Spend on of Spend on of Spend on
Contracts | Category Contracts | Category Contracts | Category
Contract Contract Contract
National Contracts 69 £471,292 70 £517,698 66 £482,194
Covid 19 Spend £659,221 £89,527 £2,280
Non Contract £231,729 £175,777 £224,807
Total 69 £1,362,242 83% £783,002 78% £709,280 68%

2.4 Summary of non-competitive procurements

NHS Shetland has some areas of spend above the regulated spend level that are
not covered by a regulated procurement process.

NHS Shetland finds it difficult to cover all agency requirement from national
frameworks due to geographical location and on-going resource supply market
constraints and therefore non-contracted suppliers have to be used to support
staffing requirements. The Board’s annual spend for agency staff in 2023/24 was
£2.8million, a decrease of 38% on the previous year.

2.5 Collaborative contracts

In this financial year NHS Shetland completed a collaborative contract with NHS
Orkney for the Provision of Patient Transport Services from Aberdeen Airport and/or
Ferry Terminal to Aberdeen Hospitals.

2.6 Summary of community benefits

Community Benefits are tangible, positive outcomes which improve the lives of local
people and enable communities to thrive. They are vital for boosting employment and
securing the long-term sustainability of communities and increased support for
vulnerable people.

Within our Procurement Strategy we stated that NHS Shetland had a commitment to
incorporate community benefits to improve the economic, environmental and social
wellbeing of the Shetland Islands and we would use the recommended tools where
appropriate.

During the financial year covered by this report NHS Shetland awarded a contract to
Shetland Heat Energy and Power (SHEAP) for the utilisation of the Lerwick District
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Heating Scheme. SHEAP contribute funds to the Shetland Charitable Trust to
support grants to local organisations for projects that show a clear benefit to the
Shetland community. The Shetland Charitable Trust 2023/24 Main Grant Scheme
gave grants to 27 organisations including Shetland Recreational Trust, Shetland
Islands Citizens Advice Bureau, and COPE Ltd.

NHS Shetland are registered with NHS Scotland’s Community Benefits Gateway.
The gateway is an online portal connecting NHS Scotland suppliers with
communities in Scotland. One community benefit, for the Mind Your Head Wellness
Programme, was delivered by Globus Shetland Ltd via the gateway during the period
covered by this report.

NHS Shetland continues to engage proactively to support local groups and their
projects. During financial year 2023/24 the Board worked with:

Dogs Against Drugs

Mind Your Head Wellness Programme.
Shetland Womens Aid

The Shetland Community Bike Project

2.7 Supported business summary

Within the report period there were no contracts awarded with a Supported
Business. However, NHS Shetland purchased £6.2k of staff uniforms from the NHS
Scotland national uniform framework (NP721), which sub-contracts part of the work
to a supported business, Haven PTS.

Procurement continues to review regulated procurements and include supported
businesses wherever possible.

2.8 Future regulated procurement summary

Below is a view of upcoming regulated procurements over the next 2 years.

Expected Expected Estimated annual
End date
award date award date value

ict Description Category Supplier

Laboratory Managed Service [Renewal Single Dec-24 Jan-24|TBC £620,000
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3 Review of regulated procurement compliance

3.1 Introduction

This section demonstrates how NHS Shetland procurement has contributed to the
achievement of our specific objectives and to the general duties in the Procurement
Reform (Scotland) Act 2014. Section 3.3 discusses our performance against the
mandatory elements of our strategy while section 4 details how we performed

against our key performance measures.
3.2 How we review our regulated procurements

NHS Shetland Procurement observes the Procurement Journey methodology
namely, Route 2 or Route 3, dependent on the value and requirements of the
procurement. Call off contracts are checked with the host organisation for

compliance with regulations and policy before we enact these.
3.3 Delivering against our mandatory obligations

This section reviews our performance against the commitments stated in section 6 of

our Procurement Strategy.

Regulated procurements

NHS Shetland is committed to ensuring all suitable opportunities are advertised to
support businesses across Scotland in gaining access to our product and service
requirements. As NHS Shetland will be advertising on and subsequently awarding on
the PCS website, the functionality of the site will automatically publish and maintain

our contract register for public viewing.

Delivery of value for money

We committed to obtain value for money through best practice contracting and
supplier management. Challenging market conditions have limited the amount of
cash releasing savings achieved but the Board has worked to minimise cost
pressures by utilising national frameworks where possible.
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Engaging with patients

We work with colleagues in NHS Shetland to facilitate better engagement with
stakeholders. Many of our services and products used are by service users rather
than patients and Procurement support the implementation of new contracts
including evaluating and transition. For appropriate national contracts there is an
opportunity for representation on Commaodity Action Panels where strategies and

specifications for products and services are designed.
Food procurement

There are local processes in place to ensure high level of standards are maintained
however the only contract in place for purchase of food is a call off from a national
contract for dried and tinned food transported from the mainland. NHS Shetland
engages with National Procurement to identify how best they can utilise National

Contracts.
Scottish Living wage

NHS Shetland Procurement includes an opportunity within tenders for Supplier to
respond if they meet the Scottish Living Wage.
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4 Strategy performance review

4.1 Key measures

Within our strategy our objectives were measured by five key performance
measures. Our performance in this section will be reviewed against the targets
agreed against these performance targets which are measured using monthly KPI

reporting.

4.1.1 NHS Shetland Procurement Key Achievements
Local Supply Chains

Procurement plays a vital role in community wealth building by maximising local
spend. By prioritising purchases from local businesses, organisations can stimulate
economic circulation within the community, retaining wealth and creating job
opportunities. This approach supports the growth and sustainability of local
businesses, fosters diversity among suppliers, strengthens community networks,
reduces environmental impact, and generates tax revenue for public services. Overall,
local spend promotes economic resilience, equity, and prosperity at the local level,
making it a crucial strategy for building and retaining wealth within communities.

NHS Shetland spent approximately £2.6m with local suppliers this year.

NHS Shetland - an anchor institution

NHS Shetland serves as an anchor institution, embodying the characteristics of large,
locally rooted organisations with a substantial presence in their communities. As an
anchor institution, NHS Shetland fulfils various crucial roles, including employing a
significant workforce, making substantial financial investments, owning, and managing
land and assets, and delivering essential services. This substantial presence
contributes significantly to the local communities by delivering social value from
procuring goods and services.

Spend with contracted suppliers

NHS Shetland measure what proportion of their regulated procurement spend is
ordered through compliant supplier and held on the NHS Shetland Contract Register.

From our trade spend of £15.6M a value of £12.5m (80%) is spend with a compliant
supplier and our contract register is updated to reflect any spend purchased through
national or local contracts.

9 | Page NHS Shetland Annual Procurement Report



Spend through Catalogues

National Procurement supported Shetland to migrate hospital departments to order
more goods and services from catalogued items. Some departments have started to
order the majority of their spend via this route and a plan has been developed to
implement this to all in-scope departments.

84% of purchase order lines were ordered via catalogues. There is a high
compliance of catalogue lines against suppliers with most order line activity, (e.g.,
National Distribution Stores, dental supplies, stationery supplies)

4.2 Invoice payment performance

This is an area of major importance within the Procurement and Finance
communities, with payment times measured and reviewed on a monthly basis. The
agreed measure is to ensure supplier payment within 30 days. The table below
details our performance against this measure.

NHS Shetland is committed to supporting business by paying bills more quickly,
aiming to pay all undisputed invoices within ten working days, across all public bodies.
The statistics below, which relate to all suppliers, are calculated using “invoice
received” date, as opposed to invoice date.

Invoice payment performance Result 2023-24 Result 2022-23

Invoice payment days (<30 days) 88.73% 84.32%

Invoice payment (<14 days) 79.21% 62.36%
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5 Other items of note

5.1 Procurement structure

NHS Shetland has local Procurement staff based in Lerwick, Shetland and are

supported by the National Service Scotland Procurement Team and based in central

Scotland who support and deliver some elements of the activities within the

Procurement Strategy and offer strategic and operational assistance.

The key shared responsibilities are detailed below:

Review / Establish / Maintain local standard Procurement procedures.

Agree / Establish procurement objectives.

Propose savings targets and KPIs to track performance and monitor
performance.

Participate and contribute to delivery of procurement objectives in compliance
with Customer’s governance and audit protocols.

Engagement with key stakeholders to develop commodity strategies and
maximise savings delivery through National and Local Contracts.

Manage contract implementations to maximise savings delivery.

Use of mandated systems (PCS and PCS-Tender) in the contract tendering

process.
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6 Report ownership and contact details

In line with the Reform Act and to ensure our Annual Procurement report details our
performance against strategy, this report will be subject to formal annual review and

approval by the NHS Shetland Procurement Steering Group.

Report Author: Sharon Muir
Designation: Commodity Manager
Email: sharon.muir@nhs.scot

Telephone: 01698 794479
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7 Glossary

Term

Definition

Collaborative

Where 2 or more organisations engage in procurement

contract activity for mutual benefit.

Community Community Benefits are requirements which deliver wider

benefits benefits in addition to the core purpose of a contract. These
can relate to social- economic and or environmental
benefits.

Supported A supported business means a business whose main aim

business is the social and professional integration of disabled or

disadvantaged persons, and where at least 30% of the

employees are disabled or disadvantaged persons.

Standing financial

instructions

Details  the financial responsibilities, policies  and
procedures adopted by NHS Shetland. They are designed
to ensure that financial transactions are carried out in
accordance with the law and government policy in order to

achieve probity & accuracy.

Sustainable

procurement

The sustainable procurement duty requires that before a
contracting authority buys anything, it must think about
how it can improve the social, environmental and economic
wellbeing of the area in which it operates, with a particular

focus on reducing inequality.
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