
Appendix A - Procurement and Strategic Contract Framework 
 
Executive Summary 
Southampton City Council spends over £300m per annum with third parties on Supplies, Services and Works.  There should be arrangements 

in place for all procurement undertaken which is in line with legislation and also achieves best value.  An audit of the Procurement 

arrangements in place is included within the 2017/18 Audit Plan.  A separate Procurement Compliance Audit is included within the 17/18 Audit 

Plan.  It has been decided to merge the 2 audits and produce one report as the subject matter is interlinked.  

 

The Management of Strategic Contracts is undertaken by the in-house Supplier Management Team and have not been covered as part of this 

audit. 

Achievement of organisation's strategic objectives Assurance Level:  Limited Assurance 

The EU procurement legislation comprises of the Public Contracts Directive 2014, the Concessions Contracts Directive 2014 and the Utilities 

Directive 2014.  These directives set out the EU legal framework for procurement by public authorities and Utilities.  The Public Contracts 

Directive set out procedures which must be followed before awarding a contract to suppliers when it exceeds set thresholds, unless it qualifies 

for a specific exclusion.  The current thresholds are: 

Supplies & Services: £181,302 

Works:  £4,551,413 

Light Touch Regime for Services:  £615,278 

Small lots 

Supplies and services: £65,630 

Works: £820,370 

 



UK legislation for procurement is the Public Contract Regulations 2015, the Concession Contracts Regulations 2016 and the Utilities Contracts 

Regulations 2016 these regulations set out the procedures to be followed by any public authority including thresholds, exclusions, transparency 

and awarding contracts.  The main changes that came into effect in February 2016 are: 

 

• Use of Government portal, Contracts Finder - All contracts over £25k should be advertised on this portal unless internal standing orders 
quote otherwise. 

• PQQ's - Should no longer be used for under EU threshold contracts.  Standard questions should be built into the Invitation to tender 
document. 

• To pay the contractor no later than 30 days from the date of invoice 
 

These regulations were implemented to ensure that SME's are given better opportunity within government procurement. 

As noted above the Council has a partnership arrangement in place with Capita to provide procurement services.   

It has been identified from a sample of 25 contracts selected from the Contracts Register (Capita managed register on behalf of the Council) 

that if Capita have been engaged in the procurement there is a sound framework in place that complies with both EU and UK legislation.  As 

detailed further in this report Capita are not always engaged in the procurement process and this is when there appears to be non-compliance 

with Contract Procedure Rules and in some cases legislation. From the selection of payments reviewed this equates to 20% of expenditure, the 

Council is also unable to demonstrate that value for money has been achieved.  It is difficult to ascertain the extent of non-compliance as not all 

contracts are recorded on the Contract Register. It is the Service Directors’ responsibility to ensure that if any Contracts are in place that 

haven’t been procured through the arrangements with Capita that this information is updated on the Contracts Register.  

A Procurement and Contract Management Board is in place that is attended by Council Officers, Capita Senior Managers and Councillors. If 

issues are identified with regard to procurement then they are raised at the board meeting and resolutions identified and included in an on-

going action plan.  A number of the actions are reliant on an e-learning module being introduced for all staff to ensure that they are aware of the 

correct procedures to follow.  A number of initiatives have been undertaken within the Council to improve the awareness of Officers of the 

procurement arrangements in place including holding workshops with Officers from across the Council to explain the process, identify issues 

and inform improvements to the service.  There have also been changes made to the Contract Procedure Rules to help make them clearer and 

a new Procurement Strategy was approved in January 2018. 



The e-learning module was due to be introduced at the Leadership team in December prior to it being available to all staff. The e-learning 

module was not introduced at Leadership team for a number of reasons, including for it to coincide with the introduction of requisitioning, 

however it has now been made available to all staff and is mandatory for all staff who may have any involvement at any level with 

procurement/buying activities and will form part of the induction training, subject to necessary L&D approval The e-learning module provides an 

overview of when council money can be spent (including the spend freeze initiative) and who is responsible for undertaking procurement 

activity in accordance with the Contract Procedure Rules. Implementation of the e-learning will reiterate the correct processes to follow and 

assist with identifying whether the current areas of non-conformance to process are a result of lack of understanding or a deliberate act of non-

compliance to procedure.  

Compliance with Policies, Laws and Regulations Assurance Level: No Assurance 

To make public contract opportunities more accessible to Small and Medium sized enterprises (SME’s) Public Contracts Regulations 2015 

introduced obligations for contracting authorities to publish notices to Contracts Finder. Where there has always been OJEU thresholds, the 

2015 Public Contracts Regulations now provides clear national thresholds of £10k for Central Government and £25k for sub-central 

governments and NHS Trusts.  For this Council the threshold is £25k. 

A sample of 25 Contracts were selected from the Contracts Register held by Capita and checked to ensure that where required they had been 

advertised on Contracts Finder.  In all cases where required an advert had been placed.  Within the sample of 25 some contracts have been 

awarded through framework agreements which negates the need to advertise on Contracts Finder if a framework agreement is already in place 

that is accessible by the Council. 

Agresso payment reports for the month of July 2017 were used to identify if expenditure relating to Goods, Works and Services were compliant 

with Legislation.  A random sample of 10 suppliers were selected from this report whereby a single payment was less than £100k.  The 

expenditure relating to these suppliers was then reviewed across the previous 3 years.  It has been identified that payments to 3 of the 

suppliers over this period was in excess of £25k.  

• Company A, £315,797 – Various flooring works 

• Company B, £1,009,719 – guarding and security services 

• Company C, £162,738 – various alarms and detectors 
 

From testing it appears that Capita have not been engaged in the procurement of these works or services (30% of sample tested) and there are 

no current contracts in place.  In the case of Company B an exemption to Contract Procedure Rules was requested in 2017 which was denied 



and the guidance issued by the Procurement Team was to go to the market through the appropriate procurement route.  This action has not 

been completed and the Council are still using Company B for the same services which is in breach of both EU and UK legislation. With regard 

to Company C some market testing has been undertaken however there is no contract in place. 

A further sample of 10 suppliers with a cumulative spend of over £25k within the 2016/17 financial year were selected.  It was identified that 3 

of these contracts could not be found on the Contracts Register held by Capita.  The suppliers are: 

• Company D, £100,642 – works at Wimpson Lane 

• Company E, £255,782 – reactive maintenance 

• Company F, £1,636,762 - sprinkler systems in tower blocks 
 

Further enquiries were undertaken which identified an exemption request had been submitted and approved for Company F due to the urgency 

of works required following the Grenfell Towers incident which is compliant with the Contract Procedure Rules.   

It has been identified that Company D were previously named Company G and that is the name used for the completion of these works.  The 

Council does have a contract in place with Company G however this could not be found on the Contracts Register. 

Company E payments are for reactive maintenance with the majority of works over the period tested being for roof repairs.  There is no 

Contract in place with Company E for these works.  The service area using this supplier has used an advertising portal for some of the works 

undertaken (this has not been tested by audit).  Due to the types of work undertaken being of the same nature this could be classed as 

disaggregation which breaches Contract Procedure rules.  

Safeguarding of Assets Assurance Level: Limited Assurance 

There are forms available on the Intranet for all levels of procurement.  The initial stage of engaging with Capita Procurement is to complete a 

request for contract form (RFC). These are then attached to the project within the project register held by Capita. When reviewing the 

documents attached to each project within Capita SharePoint it was noted that there are various forms and phrases used which could form the 

business case for the procurement.  For example in most cases from a sample of 20 a RFC has been completed, on one of these RFC’s there 

is a section for ‘Proposed procurement justification’ the remaining RFC’s that have been completed ask for ‘Key Requirements’.  In some cases 

a Project Launch document or a Project Mandate document have been completed which is a requirement of the Procurement Guarantee.  It 

appears that there are various forms in place depending on the procurement need which could lead to confusion as to what detail has been 

completed on which form.  The Guarantee forms have been reviewed, simplified and standardised which in turn should help to improve the 



user experience when initiating a procurement exercise.  This action has been taken after the audit testing was completed and has not been 

verified. 

Effectiveness & Efficiency of Operations Assurance Level: Limited Assurance 

Capita procurement have developed a team dedicated to procurement up to £100k.  This team has been set up to help improve value for 

money spend on the lower level contracts.  To enable identification of this spend purchase orders raised in Agresso over £1k are routed to 

Capita for review to ensure that value for money is being achieved and when required the correct procurement route has been followed.  It has 

been identified that purchase orders starting with a ‘600’ prefix are routed to the sub £100k team.  There are a number of other prefix’s used for 

purchase orders within Agresso and these are not routed through the sub £100k team, this expenditure generally relates to care placement 

fees and residential charges however there appears to be other prefix’s i.e. 6200 and 6400 where spend could be influenced by the 

procurement team. 

Housing operations use the Total system for recording goods ordered, these orders do not route through the procurement team.  The annual 

expenditure raised in the Total system is over £7m. Capita sub £100k team have had no influence on this spend.  Audit has not completed any 

testing on spend within the total system for compliance with legislation or Contract Procedure Rules. 

A sample of 20 RFC’s were reviewed to ensure progress had been made in a timely manner.  In 8 cases the procurement process has not 

been completed and the expected contract start date has passed. In some cases this is due to a delayed response from the SCC employee but 

in some cases the project has been reassigned a number of times within the Capita procurement team which in turn appears to have caused 

delays. 

Completion of the audit Assurance Level: 

Procurement Arrangements: Limited Assurance 

Procurement Compliance: No Assurance 

A robust framework for procurement should comply with legislation, provide evidence that value for money has been achieved and also 

recognise best practice.  This audit review has identified significant issues relating to procurement compliance.  Capita provide a procurement 

service for the Council which is compliant with legislation and is generally sound although some improvements could be made relating to 

timescales for completion and document consistency.  The reason for the level of assurance given for the Procurement arrangements in place 

reflect the areas of non-compliance identified which highlights that there is a weakness in control within the procurement arrangements that 



allows for non-compliance to continue.  However the main area of concern is when Capita are not engaged in the procurement process, where 

it has been identified that there are breaches of legislation, no value for money activities undertaken and also breaches of the internal Contract 

Procedure Rules.   


