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3 Agenda Item 1

ESPO

Minutes of a meeting of the ESPO Management Committee held at County Hall, Glenfield,
Leicestershire on Wednesday, 18 September 2024.

PRESENT
Clir. M. Jamil — Peterborough City Council (in the Chair)

Lincolnshire County Council Norfolk County Council
Clir. S. Rawlins Clir. J. James

Leicestershire County Council
Mrs. M. Wright CC
Mr. J. Poland CC

Apologies
Apologies were received ClIr. N. Shailer (Cambridgeshire County Council).
In attendance

CliIr. P. Butlin (Warwickshire County Council - online)

Clir. J. Bensly (Norfolk County Council — online)

Clir. A. Hagues (Lincolnshire County Council - online)

Clir. R. Baxter-Payne (Warwickshire County Council - online)
ClIr. S. Ferguson (Cambridgeshire County Council - online)
Clir. C. Hogg (Peterborough City Council — online)

ESPO

Kristian Smith — Director

David Godsell — Assistant Director

Gary Tapp — Commercial Financial Controller

Maurice Campbell — Assistant Director

Gary Ford — Assistant Director

Ceri Morgan — HR Business Partner

Rachael Stone-Browning — Head of Customer Services

Leicestershire County Council

Lauren Haslam — Consortium Secretary
Simone Hines — on behalf of the Consortium Treasurer
Anna Poole — Democratic Services Officer

Minutes of the previous meeting.

The minutes of the meeting held on 12 June 2024 were taken as read, confirmed, and
signed.



16.

17.

18.

19.

Urgent items.

There were no urgent items for consideration.

Declarations of interests.

The Chairman invited members who wished to do so to declare any interest in respect of
items on the agenda for the meeting.

No declarations were made.

tems referred by the Finance and Audit Subcommittee.

There were no items referred by the Finance and Audit Subcommittee.

Director's Progress update.

The Management Committee gave consideration to a report of the Director which
provided an update of the actions and progress made since the previous ESPO
Management Committee held in June 2024. A copy of the report, marked ‘Agenda ltem
5’, is filed with these minutes.

The Director informed Members that the summer peak sales activity was now reflected in
the report and that sales volumes had increased on the top 500 priced products and
remained on target despite a challenging market. The contraction of the market remained
a challenge, but the Director reassured members that ESPO should be able to maintain
its position without reducing pricing.

The Director informed Members that the warehouse extension was nearly complete and
had been delivered on time and to budget, an achievement which was commended by
the Committee. Members were invited to a tour of the new warehouse following the
Management Committee meeting in November.

The Director assured members that, although sickness levels had risen, action to
address this was being taken and no absence was attributable to work related activity.

Arising from discussion, the following points were raised:

I. Government schemes such as breakfast clubs and lunch clubs provided an
opportunity for a new sales channel through ESPQO’s framework solutions;

ii.  The nursery group was a competitive market. ESPO had a team focussed on
marketing which included, for example, attendance at events and launch of the
nursery group package.

iii.  The increase in the minimum wage had not impacted ESPO although it was early
days. It also would not affect ESPO’s recruitment policy, as staff were recruited
based on their skills.

it was moved by Clir M. Jamil and seconded by Mrs. M. Wright CC that the update
provided by the Director be noted.



20.

21.

RESOLVED:
That the update provided by the Director be noted.

Annual Institute of Customer Services Benchmarking Survey.

The Management Committee considered a report of the Director concerning ESPO’s
Annual Institute of Customer Services Benchmarking Survey. A copy of the report,
marked ‘Agenda ltem 6’, is filed with these minutes.

Members were informed that the high scores had been achieved across the board
showing that customers believed that ESPO was doing the right thing. It was highlighted
that the highest scores were in Ethics and Customer Ethos although all ESPO scores
were higher than the scores for the Retail Non-food sector. Members were informed that
any score above 50 was deemed excellent, above 80 was aiming towards being world
class. It was hoped that ESPO would gain the Service Mark Achievement by the end of
the year

Officers would be identifying emerging themes from the Survey and would use these to
support improvement. The issue of the ease of website usability was already being
addressed.

Arising from discussion, the following points were raised:

i.  Although the results for Customer Service had highlighted a need for a quicker
response time, the current speed was 36 seconds, compared to the industry
average of 4 minutes. The concerns related to email resolution where people
expected a quick response and did not relate to service provided by telephone.

ii. Customers’ concerns about complaints handling were mainly caused by the length
of time taken to investigate complaints, especially for damaged items and the need
to understand why the issue had occurred. Officers acknowledged there was a
need to be quicker in addressing issues and an electronic process to handle
returns was being put in place which would speed up the process.

Members commended officers for the scores achieved recognising the emotional
connection by customers to the ESPO brand.

it was moved by Cllir M. Jamil and seconded by Mr. J. Poland that the summary results of
ESPO’s Annual Institute of Customer Service Benchmarking Survey be noted.

RESOLVED:

That the summary results of ESPO’s Annual Institute of Customer Service Benchmarking
Survey be noted.

Human Resources and Organisational Development Business Partner and Work
Programme for ESPO.

The Management Committee considered a report of the Director which provided an
update on the Human Resources Work programme for ESPO. A copy of the report,
marked ‘Agenda ltem 7’, is filed with these minutes.



22.

Arising from discussion, the following points were raised:

Although the key reasons for sickness absence were not related to work activity,
as an employer, ESPO had a role to play in supporting the development of a
healthy work force so as to address absence management. A range of activity
would be undertaken to encourage a healthy workplace which included a
discussion with individuals about their general wellbeing and personal
circumstances; offering health checks — blood pressure and cholesterol; and
manual handling training and the need to use the same techniques at home to
prevent injuries.

The work programme would include activity to support retention and recruitment
and succession planning which would include identifying and explaining ESPO, its
uniqueness in being a private sector orientated organisation which was rooted in
the public sector which was something that appealed to many people. Activity
would consider how this was promoted to individuals, and the benefits that it could
bring to employees.

ESPO followed Leicestershire County Council policies and procedures in terms of
flexible and alternative working patterns, and many staff at ESPO already worked
alternative patterns. Requests were considered alongside service delivery
requirements. Officers would keep a careful watch on Government developments
in this area.

ESPO used Leicestershire County Council's wellbeing support programmes to
encourage employee wellbeing, including occupational health, counselling and
talking therapies, as well as formal health checks. Supporting individuals was a
priority.

Every service within ESPO was now represented in the Employee Engagement
Group. The Human Resources Business Partner had attended Group meetings to
consult on what staff would like to see and how they wanted to move forward. Staff
involved in the Group appreciated the opportunity to raise issues and concerns
through the Group. Key issues raised were the need to have more responsibility
to impact change and staff communications — to ensure that their voice was heard.
This would be taken forward as part of the work programme.

it was moved by Cllir M. Jamil and seconded by Mrs. M. Wright CC that the intended work
programme for HR Services for the next six months, as detailed in paragraph 6 of the
report, be noted and supported.

RESOLVED:

That the intended work programme for HR Services for the next six months, as detailed
in paragraph 6 of the report, be noted and supported.

Date of Next Meeting.

RESOLVED:

It was noted that the next meeting of the Committee would be held on Wednesday 13
November 2024 at 10.30am at County Hall, Glenfield.



23. Exclusion of the Press and Public.
RESOLVED:
That under Section 100 (A) (iv) of the Local Government Act 1972 the public be excluded
from the meeting for the remaining items of business on the grounds that it would involve
the disclosure of exempt information as defined in the Act and that in all circumstances
the public interest in maintaining the exception outweighs the public interest in disclosing
the information.

24. Supplementary Information Informing the Progress Report of the Director's Progress
Update.
The Committee considered an exempt report of the Director which set out further
supplementary information regarding the Director's Progress Update. A copy of the
report, marked ‘Agenda ltem 11’, is filed with these minutes.
The exempt report was not for publication as it contained information relating to the
financial or business affairs of a particular person (including the authority holding that
information).
The Director responded to questions related to business opportunities in the school
sector, inflation and volatile market conditions.
It was moved by ClIr. M. Jamil and seconded by ClIr. J. James that the update provided
by the Director be noted.
RESOLVED:
That the update provided by the Director be noted.

10.30 - 11.36 am CHAIRMAN

18 September 2024
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MANAGEMENT COMMITTEE—=13 NOVEMBER 2023

2023/24 FINANCIAL STATEMENTS AND ANNUAL GOVERNANCE

STATEMENT

JOINT REPORT OF THE DIRECTORAND CONSORTIUM
TREASURER

Purpose of Report

1. This report sets out the 2023/24 financial statements (also referred to as the

Statement of Accounts within a Local Government setting) and the 2023/24
Annual Governance Statement (AGS). These items were reviewed by the Finance
and Audit Sub Committee at its meeting on 30 October 2024 and recommended
for approval.

The Management Committee is asked to approve the Annual Governance
Statement and the 2023/24 financial statements.

The Management Committee is also asked to approve the dividend pool of £6.1m,
for payment in December 2024.

Background
4. The ESPO constitution requires statutory statements of accounts (‘financial

statements’) to be prepared for approval by Management Committee. These
accounts are attached as Appendix 1. These are draft pending approval by the
Committee.

The results of the external audit were reviewed and approved by the Finance and
Audit Sub Committee at its meeting on 30 October, with the auditor attending and
presenting their findings directly to the Subcommittee.

Given the small size of both ESPO Trading Limited (ETL) and Eduzone, they do
not require an external audit. Their accounts are in the process of being prepared
to coincide with the 31 December 2024 submission deadline and will be overseen
by the ETL Board of Directors.
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Key Points

7.

10.

11.

12.

13.

14.

15.

The external audit resulted in a ‘clean’ audit opinion. The auditors did not identify
any significant control weaknesses, nor did they identify any significant accounting
differences (whether adjusted or unadjusted).

For 2023/24 the trading surplus previously reported to Management Committee
(the ‘Management Accounts”) was a surplus of £8.3m. This was £2.2m higher than
budget and £2.4m higher than 2022/23. As discussed in previous Management
Committee meetings, this was a great result for ESPO.

The Financial Statements will be different to the Management Accounts due to
statutory adjustments.

A dividend of £6.1m is proposed which is based on the management accounts.
The statutory adjustments, including the large movements inthe pension scheme,
do not impact the value of the dividend paid.

ESPO’sfinancial position remains healthy, with net current assets of £21.1m at 31
March 2024. This allows for the dividend mentioned in paragraph 10 to be paid,
supports the build-up of reserves for the planned investment in the warehouse,
and supports the working capital needs of the business — both longer term and
also for each seasonal summer peak.

Key Areas of Judgement

There are a number of areas of judgement in the Financial Statements, which
require estimates to be made and/or assumptions used. These could have a very
significant impact on the Financial Statements:

Value of pension: The closing position as at 31st March 2024 was an asset of £0k
(prior year an asset of £3k). This is in alignment with ensuring ESPO complied
with Financial Reporting Standard 102. This is shown as ‘Post Employment
Benefits’ on the balance sheet on page 12 of the financial statements. Further
details are provided in note 18 to the accounts and the valuation is based on a
third party valuation by the actuaries Hymans Robertson. The change is significant
and is due to the latest triennial valuation and changes in financial assumptions
linked to improving interest rates. All assumptions applied are consistent with
Leicestershire County Council and the pension scheme is now 100% funded.
Additional contributions will continue as per the central scheme’s strategy to get
to a 120% funding level.

Value of land and buildings: The Grove Park premises were valued at £18.9m
(prior year £18.2m) in accordance with professional guidelines by chartered
surveyors. The outstanding loan used to purchase the site now stands at £3.25m.

Going Concern: A key assumption in preparing the financial statements is that
ESPO will continue trading for the foreseeable future, considered to be at least 12
months from the date of signing the financial statements. The latest financial
performance, considered elsewhere on the agenda, gives a current trading



11

update, but trading in 2024/25 has been strong and we remain on target to deliver
the Medium Term Financial Strategy (MTFS) giving comfort over the use of the
going concern assumption.

20/24/25 Dividend

16.

17.

18.

Each year ESPO pays a distribution back to members from the surplus it has
generated. This provides a valuable contribution towards public services, in
addition to the day-to-day value for money and compliance that EPSO affords its
customers.

The Management Committee agreed in 2015 a method for calculating the
dividend, which considers ESPO’s overall surplus and the member usage of
ESPO. As part of this ESPO retains 20% of the surplus to support the future growth
and maintenance of the business. In addition, like previous years, ESPO also
wishes to retain an additional £400k to build its property maintenance reserve to
ensure sufficient funding is retained for future maintenance and capital
requirements.

Applying the above model yields a dividend pool for members of £6.1m and, if
approved, ESPO expects to make payment to individual member amounts in
December 2024.

Annual Governance Statement

19.

20.

21.

22.

Similar to the external audit, and unlike local authority members, ESPO is not
required to publish an Annual Governance Statement. It is however a useful tool
to review the effectiveness of ESPO’s governance arrangements and to
demonstrate good governance to its stakeholders.

The AGS was reviewed by a senior management group consisting of:

Leicestershire County Council (The Servicing Authority)

= Director of Law and Governance (ESPO Secretary)

= Assistant Director - Strategic Finance & Property (on behalf of the
Consortium Treasurer)

» Head of Internal Audit and Assurance Service

ESPO
= Director of ESPO
= Commercial Financial Controller

The 2023/24 Annual Governance Statement is included in Appendix 2.

No areas of significant concern are identified in the AGS.
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Governance and Assurance

23. In reviewing the decision to approve the 2023/24 Financial Statements, the
Management Committee can gain assurance over the quality of the governance

arrangements within ESPO from:

i) The external auditors, through their audit opinion and audit findings

report.

i) Internal audit, through previous updates to Management Committee and
the Finance and Audit Sub Committee and also inclusion in the AGS

process.

i) ESPO Management, through previous updates
Committee and also inclusion inthe AGS process.

Recommendation

24. The Management Committee is asked to approve:
(@) the 2023/24 Annual Governance Statement;

(b) the 2023/24 financial statements;

to Management

(c) the dividend pool of £6.1m to be paid out in December 2024.

Equal Opportunities Implications

25. None.

Officer to Contact
Kristian Smith, Director

K.smith@espo.org
0116 265 7931

Declan Keegan, Consortium Treasurer
Declan.Keegan@Ieics.gov.uk
0116 305 7831

Appendices

Appendix 1 — 2023/24 ESPO Financial Statements
Appendix 2 — 2023/24 Annual Governance Statement


mailto:k.smith@espo
mailto:Declan.Keegan@leics.gov.uk
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DRAFT

Eastern Shires Purchasing Organisation
Annual report and financial statements
for the year ended 31 March 2024

APPENDX 1
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Eastern Shires Purchasing Organisation

Statement from the Chair

During 2023/24 we continued to be conscious ofthe pressures schools and ourother customers were experiencing as a
result of higher inflation and funding constraints.

Inflation has affected ESPOs customers significantly. School budgets, early year settings and the public sector
continue to experience funding challenges. ESPO understands the need to keep prices low, offering great value for
money and limited any price increases through good procurement practices and managing our own costs.

With a busy year and high trading volumes, once again I’'m incredibly proud of our staffteam for delivering our
services this year, and responding to the ever challenging and competitive trading environment by delivering a record
trading performance. To all our colleagues | would like to once more say thank you!

ESPOs financial performance in 2023/24 was healthy, through an ambitious business developmentagendaand
continued improvement in processes across the business, enabling the organisation to continue to grow once again.
ESPO continues to maintain a strong balance sheet with a healthy cash position. ESPO created a surplus of £9.2m, but
this is a ‘profit with a purpose’ and during the year ESPO will be able to return £6.1m back to its local authority
members in 24/25 to be invested into local services and communities and also allows for future investment in our
customers prices and an investment into ESPO.

Looking ahead, we see schoolbudgetary pressures and product cost inflation settling, I am confident we shall be ab le
to continue to make price reductions and offer exceptional value. I continue to be confident that our long -standing
approach of focusing on offering great service, competitively priced products providing value for money and
maintaining high stock availability will continue to ensure ESPO can sustainably deliver over many years to come.

Clir M. Wright
Chair of ESPO Management Committee 2023/24

Date: [date]

Page | 3
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Eastern Shires Purchasing Organisation

Annual Report

Eastern Shires Purchasing Organisation (‘ESPO’) is a public sector owned professional buying organisation (PBO),
specialising in providing a wide range of goods and services to the public sector for over 40 years. We offer a
comprehensive, one-stop shop solution to UK schools of over 27,000 products, 130 frameworks and bespoke
procurement services, all with free support and advice available from our expert teams. This is serviced to customers
through our website www.espo.org and our popular annual catalogue.

Mission

To work in partnership with our stakeholders to drive value-for-money for the public sector, through comprehensive
procurement solutions.

Values

Our values guide everything we do here at ESPO, helping us to provide the best possible service to our customers and
operate in a way that’s line with our public sectorethos.

e Working together
e Positivity

e Trustand Respect
e Customer focused

e Openness and transparency

Status and ownership

ESPO is a joint committee setup under Section 102 of the 1972 Local Government Act. The member authorities of the
joint committee, known as the ‘Management Committee’ are Cambridgeshire, Leicestershire, Lincolnshire, Norfolk and
Warwickshire County Councils togetherwith Peterborough City Council.

Strategic report

The strategic report on Eastern Shires Purchasing Organisation (ESPO) for the year ended 31 March 2024 is presented
below.

Review of the business

2023/24 saw significant budgetary pressures placed on schools from cost-of-living pressures with significant increases
in energy and pay impacting their educational supplies budgets. ESPOs experienced significant increases in paper-based
products and needed to pass some of these cost increases onto consumers but still managed to provide value for money.
ESPO continued to see challenges in the global supply chain linked to global issues such as the war in Ukraine and
disruption to shipping in the Red Sea region. Maintaining good stockavailability is always important to us and through
the last year this was an area of significant focus of us to ensure we could meet the needs of our customers. Through the
great work of our team we were able to offer good levels of stock availability, improving on the previous year.

2023/24 also saw increasing inflation in the UK and ESPO was notimmune to this. We were careful to manage pricing
and limit the extent that increases from suppliers were passed on to customers as much as we could, knowing how tight
schoolbudgets are and wanting to make sure that ESPO was able to offer great value for money every day.

Financially, it was a successfulyearfor ESPO and a profit of £9.2m has been created (2022/23: £3.5m restated).

Overall revenue increased from £107.2m (restated) last year to £130.9m. Through our catalogue, we delivered or
administered £76.7m of goods to customers, over £1m higher than last year, and reflecting both the winning of new
business,and a necessary increase in selling prices to support the higher cost of goods.

Gas revenue increased from £20.1m (restated) to £41.3m, reflecting the significant increase in market gas prices from
thewar in Ukraine and sanctions applied to Russia. At ESPO we act as a procurement agent for our customers, charging
a fixed daily fee and so didn’t benefit from this market volatility. Our expert Energy team support customers by buying

Page | 4
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Eastern Shires Purchasing Organisation

energy to help secure good prices for them, and to help them manage risk. This service remains hugely popular with
customers benefitting from our approach to buying.

Rebate income from our frameworks continued to grow and reached a record £12.2m, with ESPO continuing to offer a
broad range of frameworks for our public sectorcustomers to support their procurement needs.

Costs remained tightly controlled to ensure we can continue to best provide value to our customers and our member
authorities.

Carbon Report

Greenhouse gas emissions, energy consumption and energy efficiency action
The Streamlined Energy and Carbon Reporting (SECR) figures will presenta benchmark for future activity.

ESPO’s greenhouse gas emissions and energy consumption are as follows:

2024

Energy consumption used to calculate emissions (kWh) 4,393,797
Energy consumption break down (kWh)

Gas 1,339,373

Electricity 748,241

Vehicle fuel 2,306,183
Scope 1 emissions (in tonnes of CO2 equivalent)

Gas consumption 241

Vehicle fleet 594
Total scope 1 835
Scope 2 emissions (in tonnes of CO2 equivalent)

Purchased electricity 155
Total grossemissions (in tonnes of CO2 equivalent) 990
Intensity ratio — kg of CO2e per £1 of stores revenue 0.02

Quantification and reporting methodology

We have followed the 2019 HM Government Environment Reporting Guidelines. We have also used the GHG
Reporting Protocol — Corporate Standard and have used the 2023 UK Government Conversion Factors for the
Company Reporting.

Intensity measurement

The chosen intensity measurement ratio is total gross emissions in kg of CO2e per £ of stores revenue, a recommended
ratio for the sector.

Measures taken to improve energy efficiency

We have a policy of recording and reviewing energy use and investigating unexplained anomalies. Our energy is
recorded using smart meters and consumption checked to ensure it follows expected patterns.

Page | 5
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Eastern Shires Purchasing Organisation

Across our fleet we are trialling the use of two electric delivery vehicles to understand howthe technology might be
applied in a cost-efficient way to our business in the future.

Principal risks and uncertainties

ESPO’s activities expose it to a number of financial risks including credit risk, cash flow risk and liquidity risk. ESPO
does not use derivative financial instruments for speculative purposes.

Creditrisk
ESPO’s financial assets are bank balances and cash, trade and otherreceivables.

The credit risk is primarily attributable to its trade receivables. The amounts presented in the balance sheet are net of
allowances for doubtfulreceivables. Anallowance for impairment is made where there is an identified loss event which,
based on previous experience, is evidence of a reduction in the recoverability of the cash flows.

Liquidity risk
In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and future

developments, ESPO uses a mixture of long-term and short-term debt finance. It also maintains high levels of cash at
any given time.

Political risk

ESPO’s customers include a wide number of UK public sector organisations, with schools forming a significant
grouping. Any significant changes in Government or Education policy which affect public sector or school spending
levels could lead to a reduction in market size and/ora reduction in customer spending with ESPO. We maintain a close
watch of policy, and a close relationship with our customers to understand and react to upcoming challenges. ESPO
also maintains a diverse portfolio of products and services, and supports a broad range of customer so as to limit any
possible impact.

Supply Chain

ESPO’s ability to operate is contingent on being able to source products for customers at the right time and at the right
price. This was complicated initially as a result of Brexit and the Covid-19 pandemic which caused disruption to global
supply chains, and more recently by the war in Ukraine and disruptions to shipping in the Red Sea region. These global
events resulted in increased cost, time and administration in sourcing product. In managing this we maintain a broad
supplier base, factored longer lead times into our planning cycle, and continually monitor product availability to respond
to needs as they arise. In 24/25 we are increasing capacity at our Leicester warehouse and removing the need for offsite
storage improving our resilience, availability and product offering.

Price risk and inflation

ESPO is exposed to risk from changing product prices which increases in times of high inflation. Not being a
manufacturer, our ability to manage our exposure to this risk comes from agreeing and negotiating contracts with
suppliers and also benchmarking selling prices to ensure we remain competitive. Purchases are made significantly in
GBP, with key suppliers known to operate hedging arrangements, which limits our exposure to fluctuating exchange
rates.

Peoplerisk

ESPO depends on ourhighly skilled team and failing to recruit in a competitive marketplace could impact on ourability
to serve our customers and deliver positive outcomes for our many stakeholders. We review ouremployee offer, monitor
staff engagement, offer a range of learning and development opportunities, and actively support a health and safety, and
wellbeing culture in the business.

Cyber risk

ESPO views cyber related risks as one of the greatest general threats facing any organisation and we have a variety of
measures in place to pro-actively prevent and detect issues. We are continually improving the awareness and resilience
within the organisation to these threats.

Going Concern

The senior officers have reviewed the going concern status of ESPO and have a reasonable expectation that ESPO has
adequate resources to continue in operational existence for the foreseeable future. A Medium-Term Plan covering four
years is presented to the Management Committee and reviewed and approved on an annualbasis. Also, arevised forecast

Page | 6
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for the current trading year is carried outat least every six months to reflect any changes that may materially impact the
year end position.

At year end ESPO has net current assets of £21.0m, a strong cash position and continues to trade well with high levels
of customer demand. ESPO continues to monitor and respond to circumstances as they arise to minimise their impact on
the organisation.

Financial performance is closely monitored and a number of different scenarios evaluated to ensure that even in the
rapidly changing and uncertain external environment ESPO can continueto ensure its long-term sustainability.

In considering all of the above, ESPO continue to adoptthe going concern basis in preparing the financial statements.
Management Committee Responsibilities Statement

The Management Committee are responsible for ensuring the proper administration of ESPO’s financial affairs, its
compliance with all laws and regulations, and for approving the annual report and financial statements.

The Management Committee have elected to prepare financial statements which give a true and fair view of the state
of affairs and profit or loss of ESPO for that period in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable laws). In preparing these financial
statements, the Management Committee have ensured that:

o suitable accounting policies have been selected and applied consistently;

e  judgements and accounting estimates made are reasonable and prudent;

. they state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

o the financial statements are prepared on the going concern basis unless it is inappropriate to presume that the
organisation will continue in business;

The Management Committee are responsible for ensuring that adequate accounting records are maintained that are
sufficient to show and explain ESPO’s transactions and disclose with reasonable accuracy at any time the financial
position of ESPO and enable them to ensure that the financial statements comply with United Kingdom Generally
Accepted Accounting Practice. They are responsible for managing ESPO’s affairs to secure economic, efficient and
effective use of resources and also safeguard its assets and hence for taking reasonable steps for the prevention and
detection of fraud and otherirregularities.

The Management Committee are responsible for ensuring the maintenance and integrity of the corporate and financial
information included on the organisation’s website at www.espo.org. Legislation in the United Kingdom governing the
preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

To ensure the proper administration of its financial affairs the Management Committee secure thatone of its officers
has the responsibility for the administration of those affairs; for the consortium that officer is the Director of
Corporate Resources of Leicestershire County Council who is the ‘Consortium Treasurer’;

These accounts were approved at a meeting of the Management Committee on [date].

Clir. M. Wright
Chair, ESPO Management Committee 2023/24

D Keegan

Director of Corporate Resources of Leicestershire County Council (Consortium Treasurer of ESPO)
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Report of the Independent Auditors to the Joint Committee of Eastern Shires
Purchasing Organisation

Opinion

We have audited the non-statutory financial statements (the ‘financial statements’) of Eastern Shires Purchasing
Organisation (the ‘Joint Committee’) for the year ended 31 March 2024, which comprise the Income Statement, the
Statement of Comprehensive Income, the Balance Sheet, the Statement of Cashflows, the Statement of Changes in Equity
and Notes to the Financial Statements, including a summary of significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards,
including Financial Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of
Ireland’ (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements give a true and fair view of the state of the Joint Committee's affairs as at 31
March 2024 and of its profit for the yearthen ended and have been properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice.

Basis for opinion

We conducted ouraudit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further described in the ‘Auditor’s responsibilities for the audit of the
financial statements’ section of our report. We are independent of the Joint Committee in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the Management Committee’s use of the going concern
basis of accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have notidentified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on the Joint Committee’s ability to continue as a going
concern for a period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the Management Committee with respectto going to concern are described
in the relevant sections ofthis report.

Other information

The Management Committee are responsible for the otherinformation. The otherinformation comprises the information
included in the Statement from the Chair and Annual Report, but does not include the financial statements and our Report
of the Auditors thereon.

Our opinion on the financial statements does not cover the other information and, we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or
apparent material misstatements, we are required to determine whether this gives rise to a material misstatement in the
financial statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of Management Committee for the financial statements

As explained more fully in the Statement of Management Committees’ responsibilities set out on page 7, the Management
Committee are responsible for preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the Management Committee determine necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.
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Eastern Shires Purchasing Organisation

In preparing the financial statements, the Management Committee are responsible for assessing the Joint Committee’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis ofaccounting unless the Management Committee either intend to liquidate the Joint Committee or to cease
operations, or have no realistic alternative butto do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as awhole are free from material
misstatement, whether due to fraud or error, and to issue a Report of the Auditors that includes our opinion. Reasonable
assurance s a high level of assurance, butis nota guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements. Irregularities, including fraud, are instances of non-compliance
with laws and regulations. We design procedures in line with our responsibilities, outlined above, to detect material
misstatements in respect of irregularities, including fraud.

The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below:

- Weobtained an understanding ofthe legal and regulatory frameworks thatare applicable to the Joint Committee
and determined that the most significant frameworks which are directly relevant so specific assertions in the
financial statements are those that relate to the reporting framework (UK GAAP) and the relevant tax
compliance regulations in the UK.

- We understood how the Joint Committee is complying with those frameworks by making enquiries of
management and those responsible for legal and compliance procedures. We corroborated ourenquiries through
review of board minutes and discussions with those charged with governance.

- We assess the susceptibility of the Joint Committee’s financial statements to material misstatement, including
how fraud might occur, by discussion with management from various parts of the business to understand where
they considered there was a susceptibility to fraud. We considered the procedures and controls that the Joint
Committee has established to preventand detect fraud, and how these are monitored by management, and also
any enhanced risk factors such as performance targets.

- Based on our understanding, we designed our audit procedures to identify any non-compliance with laws and
regulations identified in the paragraphs above.

- Wealso performed audit work over the risk of management override of controls, including testing of journal
entries and other adjustments for appropriateness, evaluating the business rationale of significant transactions
outside the normal course of business and reviewing accounting estimates for bias.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our Report of the Auditors.

Use of our report

This report is made solely to the Joint Committee, as a body, in accordance with our letter of engagement dated 17 July
2023. Our audit work has been undertaken so that we might state to the Joint Committee those matters we are required
to state to them in a Report of the Auditors and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone otherthan the Joint Committee, as a body, for our audit work, for this report,
or for the opinions we have formed.

Benjamin Young FCA (Senior Statutory Auditor)
For and on behalf of TC Group

1 Rushmills

Bedford Road

Northampton

Northamptonshire

NN4 7YB
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Eastern Shires Purchasing Organisation

Income Statement
For the year ended 31 March 2024

Restated

2024 2023

£°000 £°000

Note

Turnower 5 130,838 107,242
Cost of sales (97,126) (77,612)
Gross profit 33,712 29,630
Distribution costs (2,848) (2,840)
Administrative expenses (22,200) (22,737)
Operating profit 8 8,664 4,053
Interest receivable 9 705 247
Interest payable 10 (169) (753)
Profit for the financial year 9,200 3,547

The accounts have been restated to incorporate the impact of a change in accounting policy in relation to revenue
recognition on Gas sales. The change reflects sales and associated costs being accounted for as incurred rather than
the previous policy of accounting for revenues and related costs one month in arrears. In the view of the Joint

Committee this change was undertaken to improve financial reporting in accordance with FRS102.

The restatement has resulted in turnover and cost of sales being increased by £1,377,000 and £1,280,000 respectively
for the year ended 31 March 2022 and the profit for the year to 31 March 2022 being increased by £97,000. The

increase in netassets arising from this change in accounting policy at 31 March 2022 was £97,000.

The restatement has resulted in turnover and cost of sales being increased by £2,330,000 and £2,354,000 respectively
for the year ended 31 March 2023 and the profit for the year to 31 March 2023 being decreased by £121,000. The

decrease in net assets arising from this change in accounting policy at 31 March 2023 was £121,000.
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Eastern Shires Purchasing Organisation

Statement of Comprehensive Income
For the year ended 31 March 2024

Profit for the financial year

Gains arising on revaluation of tangible fixed assets
Remeasurement of net defined benefit liability

Total comprehensive income

Note

17

Restated

2024 2023

£°000 £°000
9,200 3,647
682 402
(761) 22,196
9,121 26,145
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Eastern Shires Purchasing Organisation

Balance sheet
As at 31 March 2024

Fixed assets
Intangible assets
Tangible assets

Current assets

Stocks

Debtors: amounts falling due within one year
Cash at bank and in hand

Creditors: Amounts falling due within one year
Net current assets

Total assets less current liabilities

Creditors: Amounts falling due after more than one year
Post Employment Benefits

Net assets

Capital and reserwes
General Reserve
Pension Reserve
Revaluation Reserve

Total Reserwes

Note

11
12

13
14

15

16
17

Restated

2024 2023
£000 £000
73 362
24,088 19,777
24,161 20,139
9,477 10,262
16,772 12,075
15,463 12,012
(20,677) (13,552)
21,035 20,797
45,196 40,936
(2,750) (3,250)
- 3
42,446 37,689
35,738 31,660
- 3
6,708 6,026
42,446 37,689

The financial statements of Eastern Shires Purchasing Organisation were approved by the members and authorised for

issue on [date]. They were signed on its behalf by:

D Keegan

Director of Corporate Resources of Leicestershire County Council (Consortium Treasurer of ESPO)
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Eastern Shires Purchasing Organisation

Statement of Cash Flows
For the year ended 31 March 2024

Restated
2024 2023
£°000 £°000
Note
Net cash from operating activities 21 11,751 4,338
Cash flows from inwesting activities
Purchase of fixed assets 12 (3,988) (831)
Purchase of intangible assets 11 - (48)
Interest received 9 705 248
Net cash from inwesting activities (3,283) (631)
Cash flows from financing activities
Interest paid 10 (151) (178)
Repayment of borrowings (500) (500)
Dividends paid (4,367) (4,137)
Net cash used in financing activities (5,017) (4,815)
Net increase/(decrease) in cash and cash equivalents 3,451 (1,108)
Cash and cash equivalents at the beginning of the year 12,012 13,120
Cash and cash equivalents at the end of the year 15,463 12,012
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Statement of Changes in Equity
For the year ended 31 March 2024

P&L Pension Revaluation
Reserwe Reserwe Reserwe Total
£000 £000 £°000 £000
At 31 March 2022 (Restated) 30,108 (20,217) 5,820 15,712
Profit for the financial year 3,547 - - 3,549
Remeasurement of net defined benefit liability - 22,163 - 22,163
Surplus on revaluation of land and buildings 197 - 206 403
Total comprehensive income 33,852 1,946 6,026 41,825
Timing transfer of retirement benefit costs 1,943 (1,943) - -
Dividend paid (4,137) - - (4,137)
At 31 March 2023 (Restated) 31,658 3 6,026 37,688
Profit for the financial year 9,200 - - 9,200
Remeasurement of net defined benefit liability - (761) - (761)
Surplus on revaluation of land and buildings 4 - 682 686
Total comprehensive income 40,862 (758) 6,708 46,813
Timing transfer of retirement benefit costs (758) 758 - -
Dividend paid (4,367) - - (4,367)
At 31 March 2024 35,737 - 6,708 42,446
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Eastern Shires Purchasing Organisation

Notes to the financial statements
For the year ended 31 March 2024

1. General Information

Eastern Shires Purchasing Organisation (‘ESPO’) provide professional, comprehensive, value for money purchasing,
contracting and supplies service for member authorities and other public bodies.

ESPO is a joint committee setup under Section 102 of the 1972 Local Government Act. The member authorities are
Cambridgeshire, Leicestershire, Lincolnshire, Norfolk and Warwickshire County Councils togetherwith Peterborough
City Council.

2. Statement of Compliance

The financial statements of Eastern Shires Purchasing Organisation (‘ESPO’) have been prepared in compliance with
United Kingdom Accounting Standards, including Financial Reporting Standard 102, ‘The Financial Reporting
Standard applicable in the United Kingdom and the Republic of Ireland’ (‘FRS 102”).

3. Summary of Accounting Policies

The principal accounting policies are summarised below. They have all been applied consistently throughout the year
and to the preceding year.

a. Basis of preparation
These financial statements are prepared on a going concern basis.

FRS 102 requires the use of certain critical accounting estimates. It also requires management to exercise its judgement
in the process of applying the organisation’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed in note
4,

The functional currency of ESPO is considered to be pounds sterling because that is the currency of the primary
economic environment in which it operates.

b. Going concern

The Consortium has reviewed the going concern status of ESPO by its ability to meet its day to day working capital
requirements and the updating of its medium term financial plan. The current economic conditions continue to create
uncertainty over the level of demand for ESPO’s products but the Consortium’s latest financial plan considers the
possible impact of changes in trading performance, and shows that ESPO should be able to continue to operate for the
foreseeable future.

In considering the above, management have a reasonable expectation that the organisation has adequate resources to
continue in operational existence for a period of at least 12 months from approval of the financial statements.

ESPO therefore continues to adopt the going concern basis in preparing its financial statements.
c. Turnover

The organisation’s trading activity is accounted for in the year that it takes place and not when cash payments are made
or received. In particular:

Revenue from the sales of goods is recognised when ESPO satisfies the performance obligation to its customers on
delivery and it is likely that economic benefits associated with the transaction will flow to ESPO. ESPO has standard
payment terms agreed with its customers.

Revenue from the provision of services is recognised when ESPO can measure reliably the percentage of completion
of the transaction and it is probable that economic benefits associated with the transaction will flow to ESPO. Revenue
associated with our procurement agency role in the sale of gas was recognised 1 month in arrears given the nature of
our role in validating bills and supporting our customers to manage risk. A changein accounting policy has taken place
whereby the revenue and costs for the gas revenue stream is accounted for in relation to the month in which it has been
transacted. A prior year adjustment has been processed to account for this.

Page | 15



28

Eastern Shires Purchasing Organisation

Notes to the financial statements
For the year ended 31 March 2024

3. Summary of Accounting policies (continued)

Rebates are recognised where they can be reliably measured and agreed with the supplier and are retrospective. Cash
is accounted for in the period it is received.

Government grants, which are related to performance and specific deliverables, are recognised in the Income Statement
when the organisation earns the right to the consideration by its performance.

d. Exceptional Items

When items of income and expenditure are material, their nature and amount is disclosed separately, either on the face
of the Income Statement or in the note to the accounts, depending on how significant the items are to an understanding
of ESPO’s financial performance.

e. Employee Benefits
Benefits Payable during Employment:

Short term employee benefits are those due to be settled within 12 months of the year end. They include such benefits
as wages and salaries, paid annual leave and paid annual sick leave, bonuses and non-monetary benefits (e.g. cars) for
current employees and are recognised as an expense for services in the year in which employees render service to the
organisation.

The Local Government Pension Scheme:

In accordance with the FRS 102, ESPO is required to disclose certain information concerning assets, liabilities, income
and expenditure related to pension schemes for its employees. The scheme provides defined benefits to members
(retirement lump sums and pensions) earned as employees work for ESPO. The Local Government Scheme is accounted
for as a defined benefits scheme and is administered by our Servicing Authority, Leicestershire County Council. The
liabilities of the scheme attributable to ESPO are included in the Balance Sheet on an actuarial basis using the ‘projected
unit method’. This is based on an assessment of future payments that will be made in relation to retirement benefits
earned to date by employees and assumptions about mortality rates, employee turnoverand projected earning for current
employees.

Liabilities are discounted to their value at current prices using a discount rate shown within the assumptions used in the
pension fund.

The assets ofthe fund attributable to the Authority are included in the Balance Sheet at fair value:
Quoted securities — current bid price Unquoted securities — professional estimate
Unitised securities — current bid price Property — market value

The change in the net pensions asset/liability isanalysed into the following components:

Current service cost: The increase in liabilities as a result of years of service earned this year — allocated in the Income
Statement to employees.

Past service cost: The increase in liabilities as a result of a scheme amendment or curtailment whose effect relates to
years of service earned in earlier years — debited to the Income Statement.

Net interest on the net defined benefit asset/liability

The return on plan assets: Excluding amounts included in net interest on the net defined benefit asset/liability— charged
to the Pension Reserve as Other Comprehensive Income and BExpenditure.

Actuarial gains and losses: Changes in the net pensions liability that arise because events have not coincided with
assumptions made at the last actuarial valuation or because the actuaries have updated their assumptions — charged to
the Pension Reserve as Other Comprehensive Income and BExpenditure.

Contributions paid to the Pension Fund: Cash paid as employer’s contributions to the Pension Fund in settlement of
liabilities.
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Notes to the financial statements
For the year ended 31 March 2024

3. Summary of Accounting policies (continued)
Discretionary Awards

ESPO also has restricted powers to make discretionary awards of retirement benefits in the events of early retirements.
Any liabilities estimated to arise as a result of an award to any member of staff are accrued in the year of the decision
to make the award and accounted for using the same policies as are applied to the Local Government Pension Scheme.

f. Intangible Assets

Bxpenditure on non-monetary assets that do not have physical substance but are controlled by ESPO as a result of past
events (e.g. software licences) is capitalised when it is expected that future economic benefits or service potential will
flow from the intangible asset to the organisation.

Intangible assets are initially measured at cost. Amounts are only revalued where the fair value of the assets held by
ESPO can be determined by reference to an active market. In practice no intangible assets held by ESPO meet this
criterion, and they are therefore carried at amortised cost. The depreciable amount of an intangible asset is amortised
over its useful life on a straight-line basis and charged to the Income Statement as follows:

IT Software — 3 to 5 years

An asset is tested for impairment whenever there is an indication that the asset might be impaired — any losses
recognised are charged to the Income Statement. Any gain or loss arising on the disposal or abandonment of an
intangible assetis charged to the Income Statement, in the year of the disposal.

g. Tangible Assets

Tangible fixed assets are stated at cost or valuation, net of depreciation and any provision for impairment. Depreciation
is provided on all tangible fixed assets,on a straight-line basis over its expected useful life as follows:

Land and Buildings — 70 years
Vehicles, Plant and Equipment — 3 to 25 years

Land is not depreciated however, the property is subject to an annual revaluation to ensure its carrying value reflects
fair market value. Assets underconstruction not depreciated until they are broughtinto use.

h. Impairment

Assets are assessed at each year end as to whether there is any indication that an asset may be impaired. Where
indications exist and any possible differences are estimated to be material, the recoverable amount of the asset is
estimated and, where this is less than the carrying amount of the asset, an impairment loss is recognised for the shortfall.

Where impairment is identified, they are accounted for by:

* Where there is a balance of revaluation gains for assets in the Revaluation Reserve, the carrying amount of the
asset is written down against that balance (up to the amount of the accumulated gains)and recognised in the Statement
of Comprehensive Income.

* Where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying amount is written
down and the cost charged to the Income Statement.

i. Leased Assets

Finance leases are recognised in the Balance Sheet at the commencement of the lease at its fair value measured at the
lease’s inception (or the present value of the minimum lease payments, if lower). The asset recognised is matched by a
liability for the obligation to pay the lessor. Lease payments are apportioned between; a charge for the acquisition of
the interest in the property, plant and equipment — applied to write down the lease liability, and a finance charge.

Operating lease rentals are charged toincome in equal annual amounts over the lease term.
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Notes to the financial statements
For the year ended 31 March 2024

3. Summary of Accounting policies (continued)
j. Inventory

Inventories are included in the Balance Sheet at the lower of cost or estimated selling price less costs to complete and
sell. Where the inventory is deemed to be obsolete the item is then written off. The cost of inventories is assigned
using the weighted average costing formula.

k. Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on notice of not
more than 24 hours. Cash equivalents are investments that mature in one month or less from the date of acquisition and
that are readily convertible to known amounts of cash with insignificant risk of change in value.

I. Foreign currency

Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction. Monetary assets
and liabilities denominated in foreign currencies at the balance sheet date are reported at the rates of exchange prevailing
at that date.

m. Financial Instruments

Financial liabilities are recognised on the balance sheet when ESPO becomes a party to the contractual provisions of a
financial instrument and are initially measured at fair value and are carried at their amortised cost. Annual charges to
the Income Statement for interest payable are based on the carrying amount of the liability, multiplied by the effective
rate of interest for the instrument. The effective rate of interest is the rate that exactly discounts estimated future cash
payments overthe life of the instrument to the amount at which it was originally recognised. For most of the borrowings
that ESPO has, this means that the amount presented in the Balance Sheet is the outstanding principal repayable (plus
accrued interest); and interest charged to the Income Statement is the amount payable for the year according to the loan
agreement.

ESPO possessesonly one type of financial asset - loans and receivables. These are assets that havefixed or determinable
payments but are not quoted in an active market. Loans and receivables are recognised on the Balance Sheet when
ESPO becomes a party to the contractual provisions of a financial instrument and are initially measured at fair value
and subsequently measured at amortised cost. Annual credits to the Income Statement for interest received are based
on the carrying amount of the asset, multiplied by the effective rate of interest for the instrument. For most of the loans
that ESPO has, this means that the amount presented in the Balance Sheet is the outstanding principal receivable (plus
accrued interest); and interest credited to the Income Statement is the amount receivable for the year in the loan
agreement. Where assets are identified as impaired because of a likelihood arising from a past event that payments due
under the contract will not be made, the asset is written down and a charge made to the Income Statement. The
impairment is measured as the difference between the carrying amount and the present value of the revised future cash
flows discounted at the asset’s original interest rate. Any gains or losses that arise on the de-recognition of an assetare
credited or debited to the Income Statement.

n. Borrowing costs

Borrowing costs which are directly attributable to the construction oftangible fixed assets are capitalised as part of the
cost of those assets. Capitalisation begins when both finance costs and expenditures for the asset are being incurred
and activities that are necessary to get the asset ready for use are in progress. Capitalisation ceases when substantially
all the activities thatare necessary to get the asset ready for use are complete.

0. Taxation

ESPO is a joint committee set up under Section 102 of the 1972 Local Government Act and is entitled to certain
exemptions from Corporation Tax on any surplus or profit it generates.

p. Dividends

Distributions to ESPO’s joint committee member authorities, i.e. dividends, are recognised in the Statement of Changes
in Equity when they are paid.
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Eastern Shires Purchasing Organisation

Notes to the financial statements
For the year ended 31 March 2024

4, Critical accounting judgements and key sources of estimation uncertainty

In the application of the organisation’s accounting policies, which are described in note 3, judgements are required (in
addition to estimations made) that have a significant impact on the amounts recognised and to make estimates and
assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current and future periods.

The items in ESPO’s Balance Sheet at 31 March 2024 for which there is a significant risk of material adjustment in the
forthcoming financial year are as follows:

Property, Plantand Equipment

The warehouse and office premises at Grove Park are included at existing use value and are revalued regularly to ensure
that the carrying amount is not materially different from their existing use value at the year end. Chartered Surveyors
in the Property Services Division of Leicestershire County Council carry out the valuation. The current property value
used in the 2023/24 accounts is based on a certificate issued by the Council’s Principal Valuer as at 31 March 2024.

The outbreak of COVID-19, declared by the World Health Organisation as a “Global Pandemic” on the 11th March
2020, has and continues to impact many aspects of daily life and the global economy — with some real estate markets
having experienced lower levels of transactional activity and liquidity. The pandemic and the measures taken to tackle
COVID-19 continue to affect economies and real estate markets globally. Nevertheless, as at the valuation date property
markets are mostly functioning again, with transaction volumes and otherrelevant evidence at levels where an adequate
quantumof market evidence exists upon which to base opinions of value.

Assets are assessed at each year end as to whether there is any indication that an asset may be impaired. Where
indications exist and any possible differences are estimated to be material, the recoverable amount of the asset is
estimated and, where this is less than the carrying amount of the asset, an impairment loss is recognised for the shortfall.

The current economic climate could present uncertainty as to whether the Consortium will be able to sustain its current
spending on repairs and maintenance, bringing into doubt the useful lives assigned to assets. The carrying value of
Property, Plant and Equipment, excluding assets underconstruction at 31 March 2024 is £19.94m.

Pension Liability

Estimation of the net liability to pay pensions dependsonanumber of complex judgements relating to the discount rate
used, the rate at which salaries are projected to increase, changes in retirement ages, mortality rates and expected retums
on pension fund assets. An independent firm of consulting actuaries is engaged to provide the Consortium with expert
advice about the assumptions to be applied, although ultimate responsibility for forming these assumptions remains
with the Consortium.

The carrying value of the Pension Liability as at 31 March 2024 is £nil (2023: £0.3m (asset))

Debtors

At 31 March 2024 ESPO had a balance of sales ledger debtors of £9.4m. A review of overdue debts has identified
thatimpairment for doubtful debts of £0.1m was appropriate. However, there remains uncertainty over that estimate.

If an additional 1% of customers become insolvent, the amount of the impairment for doubtful debts would require an
additional £0.1m to be set aside as an allowance.
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Notes to the financial statements
For the year ended 31 March 2024

4, Critical accounting judgements and key sources of estimation uncertainty (continued)
Stock
Stocks of catalogue products are held in anticipation of sales to customers and at 31 March 2024 gross stock of
£10.7m was held. The catalogue is re-issued annually and products may be added or deleted creating a risk where
stockin excess of 1-year worth of normal sales are held. In addition, there is a risk that products may become

obsolete, perish or otherwise need to be discounted oron rare occasions disposed of. At 31 March 2024 the provision
for the possible impairment of stockamounted to £1.3m.

If an additional 1% of the stock holding was identified to be obsolete or otherwise need to be written off, then the
resulting reduction in stock and write down would be £0.1m.

Critical judgements in applying the accounting policies

Management have not identified any critical judgements in applying the organisation’s accounting policies.
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Eastern Shires Purchasing Organisation

Notes to the financial statements
For the year ended 31 March 2024

5. Turnower and rewenue

An analysis of turnover by class of business is set out below.

Turnower:

Stock Orders

Direct Orders

Gas

Rebate Income
Catalogue Advertising

6. Senior Officers’ remuneration and transactions

Senior Officers’ remuneration

Aggregate Emoluments
Pensions Contributions

The number of senior officers who:
Are members of a defined benefit pension scheme

7. Staff numbers and costs

The average monthly number of employees (including senior officers) was:

Operations
Purchasing
Administration

Restated
2024 2023
£°000 £000
57,047 53,453
19,657 22,446
41,206 20,079
12,229 10,484
699 780
130,838 107,242
2024 2023
£°000 £°000
530 551
127 91
657 642
Number Number
5 5
2024 2023
Number Number
220 205
67 66
51 47
338 318
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Eastern Shires Purchasing Organisation

Notes to the financial statements
For the year ended 31 March 2024

7. Staff numbers and costs (Continued)

Their aggregate remuneration comprised:

Wages and salaries
Social security costs
Defined benefit pension scheme costs (see note 17)

8. Operating Profit
Operating profit is stated after charging/(crediting):

Staff costs (excluding Agency costs)

Audit fees payable to the organisation’s auditors
(Profit)/loss on disposal of tangible fixed assets
Impairment of Inventory

9. Interest Receivable

Bank interest

10. Interest Payable

Interest payable on long term loan
Pension interest costand expected return on pension assets

2024 2023
£°000 £000
10,890 9,844

1,067 981

1,941 3,839
13,898 14,664
2024 2023

£°000 £°000
14,674 13,296
32 32
©) (15)
- (85)
2024 2023
£°000 £000
705 248
2024 2023
£°000 £000
151 178
18 575
169 753
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11. Intangible assets

IT Software
£000

Cost
At 1 April 2023 1,676
Additions -
Disposals (332)
Transfers -
At 31 March 2024 1,345
Amortisation
At 1 April 2023 1,314
Charge for the year 289
Disposals (332)
At 31 March 2024 1,272
Net book value
At 31 March 2023 362

At 31 March 2024 73
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12. Tangible fixed assets

Assets Under Vehicles, Plant
Land & Buildings Construction & Equipment Total
£000 £000 £000 £000

Cost
At 1 April 2023 18,260 344 4,382 22,986
Additions 18 3,810 160 3,988
Disposals - - (217) (217)
Revaluation 682 - - 682
At 31 March 2024 18,960 4,154 4,325 27,438
Depreciation
At 1 April 2023 - - 3,208 3,208
Charge for the year 6 - 359 365
Disposals - - (217) (217)
Revaluation 6) - (6)
At 31 March 2024 - - 3,350 3,350
Net book value
At 31 March 2023 18,260 344 1,173 19,777
At 31 March 2024 18,960 4,154 975 24,088

The historical cost of revalued land and buildings are £12,248,000 (2023: £12,230,000).

Assets Under Construction relates to costs for the construction of a warehouse extension at our Grove Park site.
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13. Stocks

Goods for resale

14. Debtors

Amounts falling due within one year:

Trade debtors
Prepayments and accrued income
Other debtors
Amounts due from related parties

15. Creditors —amounts falling due within one year

Trade creditors

Other taxation and social security
Accruals and deferred income
VAT payable

Other creditors

Loans repayable within one year

2024 2023

£°000 £°000
9,477 10,262
9,477 10,262

Restated

2024 2023

£°000 £°000
9,317 7,558
6,336 3,724
561 43
558 750
16,772 12,075

Restated

2024 2023

£°000 £°000
11,634 7,221
257 298
7,427 4,631
493 695
366 277
500 500
20,677 13,552
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16. Creditors —amounts falling due after more than one year

2024 2023

£°000 £000
Long Term Loan 2,750 3,250
2,750 3,250

The long-term loan is an agreement with Leicestershire County Council and relates to a loan for the Grove Park Land
and Buildings, with the agreement to repay a capital amount of £500,000 each financial year as well as interest.
Interestis charged at a fixed rate of 4.54%. Leicestershire County Council took out the loan with the Public Works
and Loans Board on behalf of ESPO in 2005 and recharge all interest and repayment costs to ESPO. The loan will be
fully repaid in 2030.

17. Employee Benefits

As part of the terms and conditions of employment of its employees, the organisation makes contributions towards the
cost of post-employment benefits. Although these benefits will not actually be payable until employees retire, the
organisation has a commitment to make the payments that need to be disclosed at the time that employees earn their
future entitlement.

The organisation participates in the Local Government pension scheme for employees, administered locally by the
Servicing Authority, Leicestershire County Council. This is a funded defined benefit final salary scheme, meaning that
the organisation and its employees pay contribution into a fund, calculated at a level intended to balance the pension
liabilities with investment assets.

The pension scheme is operated under regulatory framework for the LGPS and the governance of the scheme is the
responsibility of the pension fund management board Leicestershire County Council. The policy is determined in
accordance with the Pension Fund Regulations. The investment managers of the fund are appointed by the board.

The principle risks to the organisation of the scheme are the longevity assumptions, statutory changes to the schene,
structural changes to the scheme (i.e. large-scale withdrawals from the scheme), changes to inflation, bond yields and
the performance of the equity investments held by the scheme. These are mitigated to a certain extent by the statutory
requirements to charge to the General Fund the amounts required by statute.

The latest full actuarial valuation as at 31 March 2024 identified that the funds assets were sufficient to meet
approximately 100% of the liabilities accrued up to that date. The pension costs thatare charged to ESPO’s accounts
in respect of these employees are equal to the contributions paid to the funded pension scheme. In addition, ESPO has
made arrangements for the payment of added-years pensions to certain retired employees outside the provisions of the
scheme, onan unfunded basis. In 2023/24, ESPO paid an employer’s contribution of £2,699k (2022/23: £2,438k), into
the Pension Fund. In addition, ESPO is responsible for all pension payments relating to added-years benefits it has
awarded, togetherwith the related increases. In 2023/24 these amounted to £nil (2022/23 - £12k).

The FRS102 balance sheet position as at 31 March 2024 is £nil (31 March 2023 — £3k asset).
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17. Employee Benefits (continued)

Amounts recognised in the Income Statement in respect of these defined benefit schemes are as follows:

2024 2023
£000 £°000
Current service cost 1,941 3,839
Past service cost - -
Net interest cost - 575
1,941 4,414

Recognised in Other Comprehensive Income:
2024 2023
£°000 £°000
Changes in financial assumptions 3,168 27,431
Changes in demographic assumptions 254 348
Other experience (1,288) (3,864)
Return on assets excluding amounts included in net interest 2,147 (1,719)
Application of asset ceiling (5,042) -
Total remeasurements recognised in Other Comprehensive Income (761) 22,196

The amount included in the Balance Sheet arising from the organisation’s obligations in respect of its defined benefit

schemes is as follows:

2024 2023

£000 £000
Present value of defined benefit obligations (49,094) (42,436)
Fair value of scheme assets 44,034 42,439
Application of asset ceiling (5,060) -
Net liability recognised in the balance sheet - 3

The latest actuary report from Hyman Robertson state the pension value at a net asset of£5,060,000. However,
committee members feel there is insufficient long term market certainty that the asset will be recovered through a
pension surplus in the future. Therefore, the decision has been made notto recognise the asset, which as permitted in

accordance with FRS102.
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17. Employee Benefits (continued)

Movements in the present value of defined benefit obligations were as follows:

At 1 April

Service cost

Interest cost

Contributions from scheme participants
Benefits paid

Changes in financial assumptions
Changes in demographic assumptions
Other experience

At 31 March

Movements in the fair value of scheme assets were as follows:

At 1 April

Interestincome on plan assets

Contributions from the employer

Contributions from scheme participants

Benefits paid

Return on assets (excluding amounts included in netinterest)
Other experience

At 31 March

2024 2023
£°000 £°000
42,436 62,376
1,941 3,839
2,055 1,764
634 573
(898) (774)
(3,168) (27,431)
(254) (348)
1,288 2,437
44,034 42,436
2024 2023
£°000 £°000
42,439 42,159
2,073 1,189
2,699 2,438
634 573
(898) (774)
2,147 (1,719)
- (1,427)
49,094 42,439
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17. Employee Benefits (continued)

The expected return on scheme assets is determined by considering the expected returns available on assets underlying
the current investment policy. Expected yields on fixed interestinvestments are based on gross redemption yields as at
the Balance Sheetdate. Expected returns on equity investments reflect long-term real rates of return experienced in the
respective markets. The Local Government Pension Scheme assets comprised:

2024 2023
£000 % of total £°000 9% of total

Equity Securities

Consumer 15 0% 4 0%

Manufacturing - 0% 21 0%

Energy and Utilities 31 0% 44 0%

Financial Institutions 35 0% 13 0%

Health and Care 48 0% 7 0%

Information technology - 0% 8 0%

Other 29 0% 35 0%
Debt Securities

UK Government 2,163 4% 1,955 5%

Other 198 0% 179 0%
Private Equity 3,004 6% 2,906 %
Real Estate

UK Property 3,184 6% 3,008 7%
Investment Funds and Unit Trusts

Equities 20,966 43% 18,583 44%

Bonds - 0% - 0%

Hedge Funds - 0% - 0%

Commodities 1,137 2% 1,090 3%

Infrastructure 4,215 9% 3,472 8%

Other 10,147 21% 10,139 24%
Derivatives

Foreign Exchange 3 0% 20 0%
Cash and Cash Equivalents 3,919 8% 955 2%
Total 49,094 100% 42,439 100%

Basis for estimating assets and liabilities

Liabilities have been assessed on an actuarial basis using the projected unit credit method, an estimate of the pensions
that will be payable in future years dependent on assumptions about mortality rates, salary levels, etc. The
organisation’s pension fund liabilities have been assessed by Hymans Robertson LLP, an independent firm of actuaries.
The principle assumptions used by the actuary have been:
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17. Employee Benefits (continued)

Key assumptions used:
Discount rate

Pension Increase Rate (CPI)
Salary Increase Rate

Mortality assumptions:

2024 2023
4.8% 4.7%
2.7% 3.0%
3.2% 3.4%

Life expectancy is based on the Fund’s VitaCurves in line with the CMI 2022 model. The figures below show the

average future life expectancies at age 65, based on these assumptions.

For future pensioners, figures assume members aged 45 as at the last formal valuation.

Current Pensioners:
Males
Females

Future Pensioners:
Males
Females

2024 2023
years years
21.1 21.3
24.2 24.4
219 22.1
254 25.7

The estimation of the defined benefit obligation is sensitive to actual assumptions set out in the table above. The
sensitivity analyses below have been determined based on reasonably possible changes ofthe assumption occurring at
the year end of the reporting period and assumes for each change that the assumption analysed changes while all other
assumption remain constant. The assumption in longevity, for example, assumes that life expectancy increases or
decreases for men and women. In practice, this is unlikely to occur, and changes in some assumptions may be
interrelated. The estimations in the sensitivity analysis have followed the accounting policies for the scheme, on an
actuarial basis, using the projected credit method. The methods and types of assumptions used in preparing the

sensitivity analysis below did not change from those used in previous years.

Sensitivities regarding the principle assumptions used to measure the scheme liabilities as at 31 March 2024 are:

Approxi mate

increase in

Employer

Liability

0.1% decrease in Real Discount Rate 2%
1 year increase in member life expectancy 4%
0.1% increase in Salary Increases Rate 0%
0.1% increase in the Pension Increase Rate 2%

Approxi mate
Monetary
Amount
£°000

1,010

1,761

59

969

The impact of a change, either from increase to decrease or vice versa, would be as above but with the values being

reversed.

Page | 30



43

Eastern Shires Purchasing Organisation

Notes to the financial statements
For the year ended 31 March 2024

17. Employee benefits (continued)
Pension Fund Risk Management Strategy

The Fund’s primary long-term risk is that the Fund’s assets will fall short of its liabilities (i.e. the promised benefits
payable to members). Therefore, the aim of the investment risk management is to minimise the risk of an overall
reduction in the value of the Fund and to maximise the opportunity for gains across the whole Fund portfolio. The fund
achieves this through asset diversification to reduce exposure to market risk (price risk, currency risk and interest rate
risk) and credit risk to an acceptable level. In addition, the Fund manages its liquidity risk to ensure that there is
sufficient liquidity to meet the Fund’s required cash flows. These investment risks are managed as part of the overall
Pension Fund Risk Management programme. Responsibility for the Fund’s risk management strategy rests with the
Pension Fund Management Board and is monitored annually or more frequently if required.

Impact on the organisation’s Cash Flows

The objectives of the scheme are to keep employer’s contributions at a constantarate as possible. The organisation has
agreed a strategy with the scheme’s actuary to achieve a funding of 120% over the next 15 years. Funding levels are
monitored on an annual basis. The last triennial valuation was completed on 31 March 2022. Increases in employer’s
contribution rate that are required within the valuation will be phased in over a three year period commencing 1 April
2023. The contributions payable by ESPO underthis valuation are:

2023/24 23.9% of pensionable pay + £403k
2024125 23.9% of pensionable pay + £417k
2025/26 23.9% of pensionable pay + £432k

The scheme will need to take account of the national changes to the scheme under the Public Pensions Services Act
2013, The Local Government Scheme in England and Wales and the other main existing public service schemes may
not provide benefits in relation to service after 31 March 2014 (or service after 31 March 2015 for the other main
existing public service pension schemes in England and Wales). The act provides for scheme regulations to be made
within a common framework, to establish new career average revalued earnings schemes to pay pensions and other
benefits to certain public servants.

The organisation anticipates to pay £3.2m of employer contributions to the scheme in 2024/25 and the weighted average
duration of the defined benefit obligation for scheme members is 25 years.

18. Subsequent Ewents

The consortium has concluded that there are no subsequent events which require any adjustment to the financial
statements for the year ended 315t March 2024.

19. Capital Commitments

At 31 March 2024, the organisation had the following capital commitments:

2024 2023
£2000 £000
Contracts for future capital expenditure not provided in the financial statements 2,534 -

The aboveis in relation to the warehouse extension project at Grove Park.
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20. Related party transactions

Members

Members of the Management Committee have a direct control over the ESPO financial and operating policies. No
payments are made by ESPO to any members of the Management Committee. During 2023/24 no members had an
interest in any work or services commissioned by ESPO. Contracts were entered into in full compliance with the
organisation’s standing orders.

Officers

During 2023/24 no officers declared a pecuniary interestin any contractual or financial transactions.

ESPO consortium members

Sales

ESPO provides goods and services to all consortium member authorities, including LEA schools. All transactions are
at market value and in the normal course of trading. In 2023/24 these sales totalled £46,221k (2022/23: £36,328k). The
breakdown by consortium member authority is as follows:

2024 2023

£°000 £°000
Cambridgeshire County Council 7,909 5,850
Leicestershire County Council 7,610 5,636
Lincolnshire County Council 9,089 7,114
Norfolk County Council 10,607 9,570
Peterborough City Council 2,476 2,094
Warwickshire County Council 8,530 6,064
Total 46,221 36,328

Purchases

Leicestershire County Council is the consortium member whom acts as the ‘servicing authority’ and as such provides
services to ESPO in the form of various corporate services. All transactions occurat costand are in the normal course
of trading. During 2023/24 transactions with Leicestershire County Council were:

2024 2023
£°000 £°000
Loan repayment (See note 16) 500 500
Loan interest 151 178
Services 817 921
Total 1,468 1,599

Page | 32



45

Eastern Shires Purchasing Organisation

Notes to the financial statements
For the year ended 31 March 2024

20. Related party transactions (continued)

The following distributions were made in relation in the year 31 March 2023:

2024
£°000
Cambridgeshire County Council 646
Leicestershire County Council 807
Lincolnshire County Council 932
Norfolk County Council 945
Peterborough City Council 297
Warwickshire County Council 739
Total 4,366
Debtors and creditors
Debtors Creditors
2024 2023 2024 2023
£°000 £°000 £°000 £000
Cambridgeshire County Council 618 372 6 -
Leicestershire County Council 367 276 - -
Lincolnshire County Council 637 406 - -
Norfolk County Council 861 707 - -
Peterborough City Council 124 98 - -
Warwickshire County Council 561 395 - -
Total 3,167 2,254 6 -

During the financial year 2023/2024, ESPO paid a dividend of £4.4m to its members. This dividend was declared and
approved by the Board on 15" November 2023 reflecting ESPO’s continued commitment to delivering value to its
stakeholders. The dividend payment was made in accordance with the ESPO’s dividend policy and in compliance with
all relevant legal and regulatory requirements.

ESPO Trading Limited

ESPO Trading Limited (ETL), and its subsidiary Eduzone Limited, are companies registered in England and Wales
which are under common control — ETL is owned by the same consortium members as ESPO which are referred to
above. ESPO sells goods and services to ETL and Eduzone at cost. These are summarised below:

2024 2023
ESPO Trading Limited £°000 £°000
Sales 418 729
Debtors 56 30
Loan 310 310

Interest on the loan from ESPO to ESPO Trading Limited accrued at 5% above LIBOR until 31 December 2021,
changing to 5% above SONIA from 1 January 2022. The loan is unsecured and is repayable on demand.

Page | 33



46

Eastern Shires Purchasing Organisation

Notes to the financial statements
For the year ended 31 March 2024

20. Related party transactions (continued)

2024 2023
Eduzone Limited £000 £000
Sales 370 420
Debtors 192 139

21. Reconciliation of net movements in funds to net cash inflow from operating activities

Restated
2024 2023
£°000 £°000
Operating profit for the financial year 8,664 4,053
Adjustments for:
Depreciation of property, plant and equipment 365 643
Amortisation of intangible assets 289 289
Profit on disposal of property, plant and equipment 3) (15)
Remeasurement of netdefined benefit liability (776) 1,368
Decrease/(increase) in trade and other receivables (4,697) (1,884)
Decrease/(increase) in inventories 784 (3,298)
Increase/(decrease) in trade and other payables 7,125 2,444
Net cash from operating activities 11,751 4,338
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Annual Governance Statement 2023/24

The Consortium Treasurer is responsible for the preparation of the Consortium’s Statement of Accounts in accordance with proper
accounting practices. ESPO, on its own, is not a Local Authority and therefore has no requirement to account under the CIPFA Code of
Practice. This gives ESPO a degree of flexibility and ESPO has previously decided to prepare financial statements under the Financial
Reporting Standard applicable in the UK (FRS102) using the UK GAAP Framework

As ESPO is not a Local Authority it also has no requirement to prepare an Annual Governance Statement (AGS) following the
CIPFA/LASAAC Code of Practice in Local Authority Accounting. However, recognising that such a document is a useful tool in demonstrating
good corporate governance to its stakeholders, and the Management Committee, the AGS has been prepared for this year.

ESPO is responsible for ensuring that its business is conducted in accordance with the law and proper standards, and that public money is
safeguarded and properly accounted for, and used economically, efficiently and effectively. Note that ESPO isn’tin receipt of public money
for the purpose of providing statutory services in the same way as a Local Authority, rather, ESPO generates its own funds from trading
activity. The Consortium members (and through them ESPO) also have a duty under the Local Government Act 1999 to make arrangements
to secure continuous improvement in the way in which its functions are exercised, having regard to a combination of economy, efficiency and
effectiveness.

In discharging this overall responsibility, ESPO is responsible for putting in place proper arrangements for the governance of its affairs and
facilitating the effective exercise of its functions, which includes arrangements for the management of risk. The AGS encompasses the
governance system that applied in both ESPO and any significant group entities (e.g. ESPO Trading Limited (ETL), Eduzone) during the
financial year being reported.

ESPO has approved and adopted a code of corporate governance as best practice, which is consistent with the principles of “Delivering
Good Governance in Local Government Framework” (CIPFA/Solace, 2016). This statement explains how ESPO has complied with the code
and also meets the requirements of the Accounts and Audit (England) Regulations 2015, regulation 6 (1a and 1b) which requires all relevant
bodies (defined as the constituent members) to conduct a review of the effectiveness of the system of internal control and prepare an annual
governance statement.

Corporate Governance is defined as how organisations ensure that they are doing the right things, in the right way, for the right people in a
timely, inclusive, open, honest and accountable manner. ESPQO’s governance framework comprises the systems and processes, cultures and
values by which ESPO is directed and controlled. It enables ESPO to monitor the achievement of its strategic objectives and to consider
whether those objectives have led to the delivery of appropriate services and value for money.
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The CIPFA/SOLACE ‘Delivering Good Governance in Local Government: Framework (the Framework)’, sets the standard for local authority
governance in the UK.

The Framework helps local government in taking responsibility for developing and shaping an informed approach to governance, aimed at
achieving the highest standards in a measured and proportionate way. The Framework is intended to assist authorities individually in
reviewing and accounting for their own unique approach.

The overall aim is to ensure that:

a. resources are directed in accordance with agreed policy and according to priorities

b. there is sound and inclusive decision making

c. there is clear accountability for the use of those resources in order to achieve desired outcomes for service users and
communities.

The AGS provides a summarised account of how ESPQO’s management arrangements are set up to meet the principles of good governance

and how we obtain assurance that these are both effective and appropriate. It is written to provide the reader with a clear, simple

assessment of how the governance framework has operated over the past financial year and to identify any developments required. The P
main aim of the AGS is to provide the reader with confidence that ESPO has an effective system of internal control that manages risks to a
reasonable level. It cannot eliminate all risk of failure to achieve policies, aims and objectives and can therefore only provide reasonable and

not absolute assurance of effectiveness.

The Framework requires ESPO to review arrangements against its Local Code of Corporate Governance to ensure it is consistent with the
seven core principles of the Framework.

The principles contained in the Framework have been applied to the preparation of the AGS for the financial year. The AGS has been
constructed by undertaking:

a. Areview of the effectiveness of the system of internal control

b. Reviewing other forms of assurance

Under ESPOs constitution it is required to have a sound system of internal control which: -

(a) facilitates the effective exercise of its functions and the achievement of its aims and objectives;
(b) ensures that the financial and operational management of the organisation is effective; and
(c) includes effective arrangements for the management of risk.
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ESPO must (each financial year): -

(a) conduct a review of the effectiveness of the system of internal control, and,
(b) ESPO has also elected to prepare an annual governance statement.

ESPO has responsibility for conducting, at least annually, a review of the effectiveness of its governance framework including the system of
internal control. The review of effectiveness is informed by the work of the senior managers and Leadership Team within ESPO who have

responsibility for the development and maintenance of the governance environment.

To ensure the AGS presents an accurate picture of governance arrangements for the whole organisation, each Assistant Director and the
Director was required to complete a ‘self-assessment’, which provided details of the measures in place within their Service /Division to
ensure conformance (or otherwise) with the seven core principles of the Framework.

The self-assessments contained a set of conformance statements under each core principle, which required a corresponding score of 1, 2 or
3 to be recorded (1=Good, 2= Some weaknesses/areas for improvement, 3= Key weaknesses/many areas for improvement), based onthe
(o)

criteria — Refer to the Appendix.

Under this self-assessment, no significant governance concerns and no key weaknesses were identified. Areas where smaller improvements
were identified have been added to an Action Plan to support the monitoring of progress.

Local Code of Corporate Governance

The Director has a duty to monitor and review the operation of the Code of Corporate Governance and as part of this process the Director
ensures an annual assessment of the Organisation’s compliance with the Code of Corporate Governance is undertaken. The local code was

last reviewed in 2023.

Internal Audit Service

During the financial year Leicestershire County Council Internal Audit Service (LCCIAS) provided internal audit serviceto ESPO.

LCCIAS conducts its work in accordance with the Public Sector Internal Audit Standards (the PSIAS). The requirements of the PSIAS are
contained in the Internal Audit Charter for ESPO mandating the purpose, authority and responsibility of the internal audit activity.

The PSIAS require an external quality assessment (EQA) of the Internal Audit function every five years. Finance and Audit Subcommittee
was informed of the planned arrangements in February 2004. As part of the EQA requirements the Head of Internal Audit Service (HOIAS)

3
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conducted a self-assessment of LCCIAS’ conformance to the PSIAS and the associated Local Government Application Note. This included
his updates on actions within the Quality Assurance and Improvement Programme (QAIP)

Following an independent EQA, conducted in March 2024, LCCIAS was judged to be generally conforming (the highest rating) to the PSIAS.
A plan is in place to action recommendations made by the assessor.

To meet a PSIAS requirement to form an opinion on the overall adequacy and effectiveness of ESPQO’s control environment i.e. its framework
of governance, risk management and control, the HolAS constructs an annual risk-based plan of audits. Given the continuing improvements
in risk management at ESPO, the plan is primarily based on the contents of the Corporate Risk Register, the four-year Strategy and the AGS,
to ensure that current and emerging risks are adequately covered. Parts of the plan relate to audits of the key financial and ICT systems and
a contingency is retained for unforeseen risks, special projects and investigations.

Internal audit reports often contain recommendations for improvements to the area being audited. The number, type and importance of
recommendations affects how the auditor reaches an opinion on the level of assurance that can be given that controls are both suitably
designed and are being consistently applied, and that material risks are unlikely to arise. The combined sum of individual audit opinions and
other assurances gained throughout the year (e.g. attendance at Committees and project groups, evaluations of the work of other assurance
providers, meetings with the Consortium Secretary and Consortium Treasurer), facilitate the HolAS in forming the annual internal audit
opinion on the overall control environment.

(o))
o

The HolAS presents a detailed annual report to the Finance & Audit Subcommittee in October. The annual report incorporates the annual
internal audit opinion; a summary of the work that supports the opinion; performance against the plan, a statement on conformance with the
PSIAS, a review of the Quality Assurance and Improvement Programme and any matters to be raised in the AGS.

For 2023-24 based on an objective assessment of the results of individual audits undertaken, actions by management thereafter, and the
professional judgement of the HoIAS in evaluating other related activities, the HolAS concluded: -

HoIAS opinion

No significant governance, risk management or internal control failings have come to the HolAS’ attention therefore substantial assurance is
given that ESPQO’s control environment overall has remained adequate and effective.

Risk management arrangements

Governance of Risk

ESPQO'’s Code of Corporate Governance sets out a requirement to ensure that an effective risk management system is in place. In order for
risk management to be most effective and become an enabling tool, ESPO must ensure a robust, consistent, communicated and formalised
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process is established. The Risk Management Policy and Strategy (RMP&S) is reviewed regularly and approved by the Management
Committee. The RMP&S was reviewed by the Finance & Audit Subcommittee in February 2023. Risk management processes have been
further entrenched into the management of the organisation with each member of the management team being responsible for reviewing
changes in risk on a quarterly basis within their area of responsibility.

External Audit

Following a tender exercise in early 2022, which was supported by the Chief Officer's Group, ESPO’s external auditor was changed to Fortus
Audit LLP. Fortus undertook the external audit for 2021/22 and no significant concerns over governance or internal control were identified.
During 2023, Fortus Audit LLP sold their East Midlands business to TC Group Limited, who have taken over the audit of ESPO. TC Group will
present their findings on the 2023/24 audit to those charged with governance through:

A report to those charged with Governance:

Under International Auditing Standards, external auditors are required to report to those charged with governance on the significant findings
from their audit before giving their audit opinion, the purpose of which is to highlight any significant matters. The 2023/24 report concluded CH"'
that no significant audit and accounting issues were identified and that there were no material deficiencies in internal control.

Audit opinion for the Statement of Accounts / Financial Statements:

The audit involves obtaining evidence about the amounts and disclosures in the Statement of Accounts sufficient to give reasonable
assurance that the Statement of Accounts is free from material misstatement, whether caused by fraud or error. For 2023/24, ESPO’s
Statement of Accounts presented a true and fair view, in accordance with the relevant codes and regulation. The auditors also issued an
‘unqualified’ opinion for 2023/24.

ESPO’s Constitution includes Standing Financial Instructions, Contract Procedure Rules and Schemes of Delegation. These translate into
key operational internal controls such as: control of access to systems, offices and assets; segregation of duties; reconciliation of records and
accounts; decisions and transactions authorised by nominated officers; and production of suitable financial and operational management
information. These controls demonstrate governance structures in place throughout the Organisation which contribute to the production of
the Annual Statement of Accounts and positive opinion presented by our external auditors.

Organisational Governance and Performance Framework

Management Committee receives frequent (at least quarterly) financial and operational reports, which includes information relating to:
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Financial Information;
Information issues;
Procurement;

Employee related information;

This is supplemented by further reporting to the Chief Officers Group and the Finance and Audit Subcommittee. The Leadership team receive
information on a more frequently basis, with structured weekly and monthly performance reporting.
The Role of the Chief Financial Officer (CFO) at ESPO, this is the Consortium Treasurer

CIPFA’s Statement on the Role of the Chief Financial Officer (CFO) in Local Government (revised 2016) sets out five principles that define the
core activities and behaviours that belong to the role of the CFO and the governance requirements needed to support them.

The CFO (Consortium Treasurer) is able to bring influence to bear on all material business decisions, ensuring that immediate and long term
implications, opportunities and risks, are fully considered and in alignment with the MTFS and other corporate strategies. The CFO is aware of,
and committed to, the five key principles that underpin the role of the CFO and has completed an assurance statement that provides evidence
against core activities which strengthen governance and financial management at ESPO.

The Role of the Head of Internal Audit

A

CIPFA's Statement on the Role of the Head of Internal Audit in Public Service Organisations (revised April 2019) sets out five principles that
define the core activities and behaviours that belong to the role of the head of internal audit and the organisational requirements needed to
support them. The Head of the Internal Audit Service for ESPO is also the Head of the Internal Audit Service for LCC.

ESPOQ’s internal audit arrangements conform to the governance requirements of the CIPFA Statement. The HolAS works with the
Consortium Treasurer and Consortium Secretary, the Director of ESPO and other members of the Leadership Team to give advice and
promote good governance throughout the organisation. The HolAS (or the Audit Manager) attends the Finance and Audit Subcommittee and
the Management Committee as and when required. The HolAS also leads and directs the Internal Audit Service so that it makes a full
contribution to and meets the needs of the Organisation and external stakeholders, escalating any concerns and giving assurance on ESPO’s
control environment.

The Role of the Consortium Secretary

The Consortium Secretary has responsibility for:

» ensuring that decisions taken comply with all necessary statutory requirements and are lawful.
» ensuring that decisions taken are in accordance with ESPQO’s budget and its Policy Framework
« providing advice on the scope of powers and authority to take decisions
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Where in the opinion of the Consortium Secretary any decision or proposal is likely to be unlawful and lead to maladministration, he/she shall
advise the Management Committee accordingly in discharging this role the Consortium Secretary is supported by officers within the County
Council’'s Legal and Democratic Services Teams.

The role, purpose, governance and scrutiny arrangements tor ESPO, ESPO Trading Limited and Eduzone, was reported to Leicestershire
County Council's Corporate Governance Committee on 16 September 2024.

Commercial Arrangements

ESPO Trading Ltd: ESPO'’s power to trade is restricted to a limited number of public bodies and this market is shrinking. The establishment of
a trading company allows ESPO (Trading) to trade with other organisations not described in the 1970 Act and associated regulations — e.g.
Housing Associations, Charities and Voluntary Organisations. The Trading is governed under the Companies Act 2006, its Articles of
Association and Shareholder Agreement.

The ESPO Management Committee receives regular financial and business information to allow its oversight of ESPO Trading Limited’s
contribution to ESPQO’s wider business objectives. This includes its international trading, services to those outside of local government including yy
the private sector, Early Years providers, and strategic relationship with Sainsbury’s. w

ESPO Trading Limited has its own Board of Directors who oversee the running of the company on behalf of the member shareholders, in
addition to the reporting provided to Management Committee. The Board currently comprises of 2 ESPO officers, an officer representative from
Leicestershire County Council (in capacity as servicing authority of the Consortium), an officer representative from the remaining members, and
an independent non-executive director.

Eduzone was a private limited company that supplied Early Years educational products and Early Years furniture to schools, nurseries and
child minders. ESPO acquired the company following the necessary due diligence in 2018. Governance for Eduzone has now been
incorporated into ESPO Trading Limited.

A senior Management Group reviewed the draft AGS and determined if there were any areas for improvement. No significant governance
issues were identified during 2023/24. The group comprised of the following officers:

Leicestershire County Council (The Servicing Authority)
= Director of Law and Governance (on behalf of the ESPO Secretary)

= Assistant Director — Finance, Strategic Property & Commissioning (on behalf of the Consortium Treasurer)
* Head of Internal Audit and Assurance Service
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ESPO

= Director of ESPO
=  Commercial Financial Controller

This review of effectiveness has been informed by both Internal and External Audit and the conclusion of the review is that ESPQO’s overall
financial management and corporate governance arrangements during 2023/24 were sound.

Whilst the review of effectiveness concluded ESPO’s overall financial management and corporate governance arrangements during 2023/24
are sound, the assurance gathering process identified key minor corporate areas of improvement, please see Appendix. Implementing
actions to address these will ensure that identified weaknesses within ESPO’s current control environment will be strengthened, and further
enhance our overall governance arrangements.

ESPO continues to face significant challenges. All such significant risks are detailed within the Corporate Risk Register, which is regularly
reviewed by the Leadership Team and presented to the Management Committee. Managing these risks adequately will be an integral part of
both the strategic and operational planning for ESPO. o

. : i RN
As ESPO continues to trade and grow in complex and competitive market places there are a number of future governance challenges to
consider:

= Worsening national finances, inflation, and increases in the cost of living, are having a negative impact on public and school spending
resulting in a reduced demand for ESPO’s products from its core customers.

» Penetration into the Educational supplies market by large distributors such as Amazon and Lyreco with UK wide warehousing and
distribution centres.

» Future challenges affecting ESPOs global supply chain network, with issues such as the war in Ukraine and disruption to shipping in the
Red Sea having a direct and indirect impact on suppliers’ ability to produce and transport goods around the world.

» Future challenges around cost inflation, with issues like global supply chain problems, UK inflation, and UK cost of living increases directly
affecting our cost base.

» Future challenges around ESPOs ability to recruit and retain staff in an increasingly competitive post-Brexit and post-Covid employment
market.
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» Future challenges from changing customer product buying patterns. For example, some schools moving to “electronic classrooms” where
paper exercise books are replaced with electronic devices.

= Legislation as it develops will also be crucial in the future basis of public procurement, IR35 employment legislation or indeed the
embedding of GDPR. A change to public sector procurement legislation (the Procurement Bill) will impact on the public sector approach to
procurement, and the compliance support provided by ESPO.

= ESPO will want to consider its workforce and the ability to ensure recruitment and retention is well managed and supports the need of a
growing organisation without compromising its standards. This includes the ongoing development of hybrid working which is being done
using guidelines and best practice from Leicestershire County Council.

= Cyber Risks. This is covered under the IT section of the Corporate Risk Register with ESPO continually monitoring and improving its
defences.

ESPO is satisfied the existing governance arrangements are sufficiently equipped to allow suitable responses to these challenges. ol
(6)

We have been advised on the implications of the result of the review of the effectiveness of the governance framework by the above, and that
the arrangements continue to be regarded as fit for purpose in accordance with the governance framework. The areas already addressed
and those to be specifically addressed with new actions planned are outlined above.

We propose over the coming year to take steps to address the above matters to further enhance our governance arrangements. We are
satisfied that these steps will address the need for improvements that were identified in our review of effectiveness and will monitor their
implementation and operation as part of our next annual review.

Furthermore, having considered all the principles of the CIPFA Code of Practice on Managing the Risk of Fraud and Corruption, we are
satisfied that ESPO has adopted a response that is appropriate for its fraud and corruption risks and commits to maintain its vigilance to
tackle fraud.

K. Smith Clir. M Jamil
Director of ESPO Chair, ESPO Management Committee



APPENDIX A—RESULTS OF 23/24 SELF ASSESSMENT QUESTIONNAIRES

ESPO

The AGS self-assessments contained a set of conformance statements under each core principle and related sub-principles as outlined in the
CIPFA/SOLACE Delivering Good Governance in Local Government: Framework (2016), which required a corresponding score of 1, 2 or 3 to be

recorded.

The self-assessment survey was generally positive about ESPOs overall financial management and corporate governance arrangements.

The SAQ asked LT to consider governance across 7 key themes, with a total of 87 questions. Scores are based on 1,2,3 or blank where no score
given. 1 = good, 2 = Some weaknesses/areas for improvement, 3 = Key weaknesses/many areas for improvement. For all 7 principles, the
average scorewas 1 = good. No individual question scored a ‘3’ (=key weaknesses) and no significant governance concerns were raised. Details

below:

Sub-principles and behaviours and actions that Average

demonstrate good governance in practice score
Principle A. Behaving with integrity, demonstrating strong 1.1
commitment to ethical values with all our stakeholders, and

respecting the rule of law

Principle B. Ensuring openness and comprehensive 1.2
stakeholder engagement

Principle C. Defining outcomes in terms of sustainable 1.2
economic, social, and environmental benefits

Principle D. Determining the interventions necessary to 1.1
optimise the achievement of the intended outcomes

Principle E. Developing ESPQO’s capacity including the 1.1
capability of its Leadership Team and all staff members.

Principle F. Managing risks and performance through robust 1.0
internal control and strong public financial management

Principle G. Implementing good practices in transparency, 1.1
reporting, and audit to deliver effective accountability to all
our stakeholders.

Significant governance
concern raised?

None

None

None

None

None

None

None

10
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APPENDIX B - AREAS FOR FURTHER DEVELOPMENT CARRIED FORWARD INTO 2024-25

The outstanding actions associated with the previous self-assessments is summarised in the table below:

ESPO AGS 24/25 Action Plan

Annual Review of the Effectiveness of the Council’s Governance Framework against the CIPFA/SOLACE
Delivering Good Governance in Local Government: Framework (2016)

Core Principles of Old/New Owner Action to Develop Areas Update - Oct 24 Deadline
the Framework Further

Principle A: Behaving Review the operation of the code The 23/24 LCC Internal Audit work Spring 2024
with integrity, of conduct/ethical standards for plan scoped a review of supplier

demonstrating strong suppliers. compliance surrounding rebates.

commitment to ethical
values, and respecting
the rule of law

Completed?

old DG Develop register to monitor the No concerns held over compliance Summer 24
key areas where laws/regulations | with laws and regs, this was to
compliance is required, levels of improve oversight of compliance and
risk and areas where action is improve governance, rather than
required. correct any specific shortfall.

A new register is planned for
developmentin Q4 24/25.

No

11
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ESPO MANAGEMENT COMMITTEE-13 NOVEMBER 2024

CONTRACT PROCEDURE RULES UPDATE

REPORT OF THE DIRECTOROF ESPO

Purpose of the Report

1.

The purpose of this report is to seek approval for the revised ESPO Contract
Procedure Rules (CPRs), attached at Appendix C to this report.

Additionally, as the introduction of the Procurement Act 2023 has been delayed, this
report also asks the Management Committee to consider delegating authority to the
Finance and Audit Sub-Committee to approve such changes as are required to be
made to the CPRs before 24 February 2025 in compliance with the Procurement
Act 2023.

Background

3.

ESPQO’s current CPRs have been in place since 1 October 2021 and need revising
at this stage as the introduction of the Procurement Act 2023 has been delayed until
24 February 2025.

Body of the Report

4.

Rule 8 in the CPRs, which sets out the requirements for Annual Reporting of
ESPO’s CPR stipulates that the Director of ESPO, in consultation with the Director
of Law and Governance, shall at least once in each financial year submit a report to
the Management Committee in relation to the operation of these Rules.

Officers of Leicestershire County Council and ESPO work together on an annual
basis to review the Contract Procedure Rules and agree on any draft changes to be
proposed for approval.

The most recent version of the CPRs was approved on 15 September 2021 and has
been in place since 1 October 2021. No amendments were proposed to the
Contract Procedure Rules in 2022 and 2023.

Leicestershire County Council has made amendments to its Contract Procedure
Rules, which were approved by the County Council's Corporate Governance
Committee on 26 January 2024.



10.

11.

12.

13.

14.

15.
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Proposed Amendments to ESPO Contract Procedure Rules

Amendments to ESPO’s Contract Procedure Rules have now been proposed to
align with the Leicestershire County Council rules referred to at paragraph 6 above,
and the amended Rules are highlighted in Appendix A.

These revisions have been reviewed and are supported by ESPO’s Director,
Assistant Director: Procurement and Commercial, ESPO’s Commercial Solicitor.

A copy of the proposed Contract Procedure Rules effective from 13 November is
set out at Appendix B and C to this Report. These proposed changes were
submitted to the Finance and Audit Sub-Committee for consideration at its meeting
on 30 October 2024 and were approved for submission to the Management
Committee for approval.

Should the Management Committee approve the draft revised Contract Procedure
Rules they will be published on ESPO’s intranet and internet sites and
communicated to all relevant managers and staff within ESPO, including via
newsletters and other appropriate communication channels. They will also be
included within ESPO’s Constitution which is published on the internet.

The Public Contracts Regulations 2015 have governed public procurement in the
UK to date. However, these regulations will be replaced by the Procurement Act
2023, the introduction of which has been delayed by Government, which will take
effect on 24 February 2025 and will introduce new rules for public procurement.
This means that procurements commenced on or after 24 February 2025, will be
regulated solely by the Procurement Act 2023. Procurements that were commenced
before this date will continue to be governed by the Public Contracts Regulations
2015 until all contracts awarded under these regulations have ceased to exist,
including any modifications to these contracts.

Accordingly, the amended Contract Procedure Rules will apply to and govern
procurements commenced under previous legislation, The Public Contracts
Regulations 2015.

A new set of Contract Procedure Rules is currently being drafted which will govern
procurements commencing on or after 24 February 2025 as required by the
Procurement Act 2023. The approval of these Rules, as set out in the Constitution,
is the responsibility of the Management Committee. However, due to the delay of
the introduction of the Procurement Act 2023, the reporting schedule for ESPO
Committees does not enable the Management Committee to approve the new
CPRs as its next meeting is scheduled for 19 March 2025, which is after the date
when the new terms of the Procurement Act 2023 come into force. As such, the
Management Committee is asked to consider delegating authority to the Finance
and Audit Sub-Committee to approve such changes as are required to be made to
the CPRs before 24 February 2025 in compliance with the Procurement Act 2023. It
is expected that this will occur at the next meeting of the Finance and Audit Sub-
Committee on 12 February 2025.

Therefore, moving forward, there will be two sets of Contract Procedure Rules
operating alongside each other: one governing those procurements initiated before
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24 February 2025, the go-live date of the Procurement Act 2023, and the other
covering procurements that commence on and after this date.

Resources Implications

16. There are no resource implications arising from this report.

Recommendation

17. It isrecommended that the Management Committee:

a) approves the proposed amendments to the Contract Procedure Rules, in line with
Leicestershire County Council's Rules, detailed at Appendices A, B and C of the
report.

b) Delegates authority to the Finance and Audit Sub-Committee to approve such
changes as are required to be made to the CPRs before 24 February 2025 in
compliance with the Procurement Act 2023.

Equality and Human Rights Implications

18. The Contract Procedure Rules ensure that all suppliers and potential suppliers
receive equal treatment when bidding for contracts.

Background Papers

Report to Finance and Audit Sub-Committee 30 October 2024 — Contract Procedure
Rules Update
https://democracy.leics.gov.uk/ieListDocuments.aspx?Cld=1014&MId=7975&Ver=4

Appendices

Appendix A - Table of proposed amendments to ESPO Contract Procedure Rules from
13 November 2024.

Appendix B - Copy of the proposed Contract Procedure Rules highlighting amendments
compared with the version of 1 October 2021.

Appendix C - Clean Version of the Contract Procedure Rules.

Officer(s) to Contact

Kristian Smith, Director of ESPO
Email: k.smith@espo.org
Tel: 0116 265 7887

Maurice Campbell

Assistant Director Procurement and Commercial
m.campbell@espo.org

Tel: 0116 265 7898
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APPENDIX A: Proposed Amendments to ESPO Contract Procedure Rules — from 13" November 2024

ESPO Current Provisions

CPRs 1 October 2021

ESPO Proposed Amendments

CPRs Effective from 13" November 2024

ESPO is the trading name of a joint committee of local authorities, the county councils of
Leicestershire, Lincolnshire, Cambridgeshire, Norfolk, Warwickshire, and the city council of
Peterborough (the "member authorities”) established under the Local Government Act 1972
(section 101 (5) and section 102) and section 9EB of the Local Government Act 2000.
Through Leicestershire County Council and in accordance with an agreement between the
member authorities (the “Consortium Agreement”) the joint committee procures services
and goods which it supplies to member authorities and other contracting authorities, as
defined in the Public Contracts Regulations 2015, using powers to trade under the Local
Authorities (Goods & Services) Act 1970 and powers to make a charge to recover its costs
under section 3 of the Localism Act 2011 and section 93 of the Local Government Act 2000.

Separately, a private company, ESPO Trading Limited, has been granted a licence to use the
trading name “"ESPO”. However, ESPO Trading Limited will not be operated under the
Consortium Agreement, but in accordance with its own constitution. It will be a separate
legal person, distinct from the joint committee and its member authorities.

These Contract Procedure Rules apply in the circumstances described in Rule 4; however,

No Change

The Director of ESPO may delegate his responsibilities under these Rules in accordance with
Rule 6 of Section D (General scheme of delegation to heads of departments) of Part 3
(Responsibility for Functions) of the Servicing Authority’s Constitution.

they do not apply to ESPO Trading Limited, its procurement or other activities.
GENERAL RULE 1 No Change
RULE 1
Compliance
a)  Officers must comply with these Rules. Failure to do so may result in disciplinary action.
b) If a decision does not fall within Appendix 4 to Schedule 1: Functions of, and Delegations to
the Director of ESPO, the decision can be escalated to the Director of ESPO, the decision can
be escalated to the Chief Officers Group or Management Committee
C) Sale of council assets are not part of these rules. They are covered by Rule 25 Purchasing
and income collections and Rule 26 Inventories and assets of the Financial Procedure Rules
(Part 4F), Leicestershire County Council’s Constitution.
RULE 2 RULE 2 No Change
Delegation

€9



APPENDIX A: Proposed Amendments to ESPO Contract Procedure Rules — from 13" November 2024

RULE 3
Interpretation

Words and expressions used in these Rules are to be interpreted in accordance with the
provisions of Schedule 1.

RULE 3 No Change

RULE 4
Application

These Rules apply to the procurement of every Contract made by Leicestershire County
Council, trading as ESPO ("ESPO”) on behalf of the management committee or Director of
ESPO, and every Contract procured on behalf of and made by an ESPO Client EXCEPT
Contracts:

(i) for only the acquisition or disposal of any interest in land;
(ii) for the lending or borrowing of money;
(iii) of employment (making an individual a direct employee of ESPO); or

(iv) procured on behalf of and made by an ESPO Client that has agreed that the procurement
of the Contract shall be conducted in accordance with its own contract procedure rules.

(v) for financial services in connection with the issue, sale, purchase or transfer of securities
or other financial instruments within the meaning of Directive 2004/39/EC of the
European Parliament

RULE 4 No Change

PROCUREMENT PRINCIPLES
RULE 5
General Requirements

(a) Every Contract or official order for works, supplies or services made by ESPO shall be in
accordance with ESPQO's Business Strategy and duty of Best Value.

(b) When proposing to procure or making arrangements for procuring a service contract
where the Estimated Value is equal to or greater than the EU Threshold then
consideration must be given as to how the Contract might improve the economic, social
where the Estimated Value is equal to or greater than the EU Threshold then
consideration must be given as to how the Contract might improve the economic, social
and environmental wellbeing of the relevant area as required by the Public Services
(Social value) Act 2012.

Where the services are Light-Touch Services the threshold for Contracts for public supply
or services Contracts applies for the purposes of the Social Value Act, being the sum

(c)

Proposed Change RULE 5
General Requirements

(a) Every Contract or official order for works, supplies or services made by ESPO shall be in
accordance with ESPQO's Business Strategy and duty of Best Value.

(b)When proposing to procure or making arrangements for procuring a service contract
where the Estimated Value is equal to or greater than the EU Threshold then
consideration must be given as to how the Contract might improve the economic, social
and environmental wellbeing of the relevant area as required by the Public Services
(Social value) Act 2012.

(c) Where the services are Light-Touch Services the threshold for Contracts for public supply
or services Contracts applies for the purposes of the Social Value Act, being the sum
specified in Regulation 5 (1) (d) of the Public Contracts Regulations 2015.

(d) Where the services are required to be procured under The Health Care Services (Provider
Selection Regime) Regulations 2023, Social Value will need to be considered regardless of
the estimated contract value.
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APPENDIX A: Proposed Amendments to ESPO Contract Procedure Rules — from 13" November 2024

(d)

(e)

(f)

(9)

(h)

specified in Regulation 5 (1) (d) of the Public Contracts Regulations 2015.

Procedures set out in the relevant EU Directives, EU Treaties, Acts of Parliament and UK
legislation (including for the avoidance of doubt the Public Contracts Regulations 2015,
the Concession Contracts Regulations 2016, and where applicable the Public Contracts
Regulations 2006) must be complied with at all times.

Based on criteria laid down by the Director of Corporate Resources, the Director of ESPO
will be responsible for evaluating the financial status of Tenderers and suppliers.

The Procuring Officer/ESPO Client must ensure that sufficient budget provision has been
agreed with the budget holder prior to any Procurement Exercise being undertaken.

Procurement Exercises should usually be undertaken by electronic means provided that:

(i) the requirements of these Rules are followed with only such modifications as may
be necessary to allow for procurement by such means; and

(i)  any electronic tendering system has been approved by the Director of ESPO.

Subject to the provisions of Rule 28 (b) Contracts shall not be longer than 5 years
(including extensions) in duration or of indeterminate length without the prior written
approval of the Director of ESPO on advice of the appropriate Procurement Service
Manager. Any such approval shall be sought prior to the commencement of the
Procurement Exercise.

(e)

(f)

(9)

Procedures set out in the relevant EU Retained law Bireetives, Ed—Freaties, Acts of
Parliament and UK legislation (including for the avoidance of doubt the Public Contracts
Regulations 2015, the Concession Contracts Regulations 2016, the Health Care Services
(Provider Selection Regime) Regulations 2023 and where applicable the Public Contracts
Regulations 2006) must be complied with at all times.

Based on criteria laid down by the Director of Corporate Resources, the Director of
ESPO will be responsible for evaluating the financial status of Tenderers and suppliers.

The Procuring Officer/ESPO Client must ensure that sufficient budget provision has

been agreed with the budget holder prior to any Procurement Exercise being

undertaken.

(h) Procurement Exercises should usually be undertaken by electronic means provided

that:

() the requirements of these Rules are followed with only such modifications as

may be necessary to allow for procurement by such means; and

(i) any electronic tendering system has been approved by the Director of ESPO.

(i) Subject to the provisions of Rule 28 (b) Contracts shall not be longer than 5 years

(including extensions) in duration or of indeterminate length without the prior written
approval of the Director of ESPO on advice of the appropriate Procurement Service

Manager. Any such approval shall be sought prior to the commencement of the

Procurement Exercise.

RULE 6

Exceptions

(a)

Subject to the requirements of EU Directives, EU Treaties, Acts of Parliament, the Public
Contracts Regulations 2015 and the Concession Contracts Regulations 2016, the
following Contracts may be placed by direct negotiation with one or more suppliers,
Contracts:-

(i) for supplies, materials, services or works which are available only as proprietary
and/or patented articles, services or works from one contractor or supplier and for
which the Director of ESPO, on the advice of the appropriate Procurement Service
Manager, decides that there is no reasonably satisfactory alternative available in
the European Union and for repairs to, or the supply of, parts of existing
proprietary or patented articles or works including machinery or plant; a note of
that decision and the reasons for it must be retained on the appropriate file and
where the Contract is equal to or exceeds £177,897, a copy of the note and
reasons must be provided to the Director of Corporate Resources and the Director

Proposed Change RULE 6

Exceptions

What is the Exception?

What approval is required?

6a) Direct purchase for supplies,
materials, services or works
which are available only as
proprietary and/or patented
articles, services or works from
one contractor or supplier where
there is no reasonably
satisfactory alternative available
in the UK and for repairs (to
maintain warranties) to, or the
supply of, parts of existing
proprietary or patented articles
or works, including machinery or
plant.

Exception form must be completed outlining the full
reasons for the request and the need for an
exception.

Approval needs authorisation from the Director of
ESPO, on the advice of the Procurement Service
Manager.

In addition:
«  Where the contract value/ exception is equal
to or exceeds £100,000 the exception must
be approved by the Financial Controller.

«  Where the contract value/ exception is equal
to or exceeds £179,087 a copy of the
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of Law and Governance.
(i) for works of art, museum specimens or historical documents;

(iii)  which constitute a variation or extension of an existing Contract, as permitted by
the Contract and/or ESPO’s Standard Financial Instructions subject to the
provisions of Rule 30 (Contract Modifications and Extensions) and Rule 31
(Novation of Existing Contracts);

In the above circumstances, the Procuring Officer must retain on file a record of the
negotiations surrounding the Contract awards and notify the Director of ESPO.

(b) Other exceptions to these Rules may only be made within the relevant law and with the
authority:-

(i) of the Director of ESPO, in consultation with the relevant Procurement Service

Manager, where the Estimated Value of the proposed Contract is under £177,897.

The Director of ESPO shall maintain a record specifying the reason for all such
departures; or

(i) of the ESPO Management Committee where it is satisfied that an exception is
justified on its merits. In an urgent case the Director of ESPO in consultation with
the Chairman or Deputy Chairman of the ESPO Management Committee (save
where this is not practicable) may direct that an exception be made subject to
this being reported to the next meeting of the ESPO Management Committee.

(c) In all cases under Rule 6 a full record of the reasons for the exceptions shall be
maintained and the Director of ESPO notified.

exception form and reasons must be
authorised by the Director of Corporate
Resources and the Director of Law and
Governance.

Where the contract value/ exception is below
£25,000 Rule 11 can apply.

The approved form must be retained in the
appropriate file.

6b) Direct purchase without
advertising of works of art,
museum specimens or historical
documents.

Exception form must be completed outlining the full
reasons for the request and the need for an
exception.

Approval needs authorisation from the Director of
ESPO, on the advice of the Procurement Service
Manager.

In addition:

*  Where the value exceeds £25,000,
involvement required of the Contracts
Manager to ensure value for money is
attained.

+ Where the contract is equal to or exceeds
£179,087 a copy of the exception form/note
and reasons must be authorised by the
Director of Corporate Resources and the
Director of Law and Governance.

The approved form must be retained in the
appropriate file.

6c) Direct purchase for the
following social care services
provided that the Estimated
Value of such services does not
exceed the UK threshold for
Light-Touch service contracts:

i.) residential placements sought
for an individual with a registered
care provider of their choice;

ii.) supported living services
sought for an individual with an
appropriate care and support
provider of their choice under the
National Health Service and
Community Care Act 1990 and
Care Act 2014;

Exception note must be completed outlining the full
reasons for the request and the need for an
exception.

Approval needs authorisation from the Director of
ESPO, on the advice of the Procurement Service
Manager.

In addition:
« Contract Manager should be consulted to
ensure value for money is attained.

The approved note must be retained in the
appropriate file.

In each case the Director of ESPO must ensure that

99
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iii.) social care packages
managed by or on behalf of
individual clients under the
personalisation agenda;

iv.) where certain needs of an
individual (either an adult or a
child) require a particular social
care package, which is only
available from a specific provider
in the opinion of the appropriate
Chief Officer.

v.) residential placements sought
for an individual under the
Shared Lives scheme (or any
equivalent scheme).

the provider meets the relevant national minimum
standards legislative or otherwise, (for example
those standards set by the Care Act 2014, OFSTED
and HMI) and Contract Procedure Rules that a
record of the reasons for the choice of provider is
maintained on the individual’s case notes as well as
submitting to the relevant Procurement Service
Manager justification and evidence for exception
placements.

A record of the annual cumulative expenditure with
each provider will be maintained by each directorate
and made available for audit.

6d) Direct purchase for those
unforeseen emergencies, where
immediate action is required to
fulfil the Council’s statutory
obligations under the Civil
Contingencies Act 2004

Exception form must be completed outlining the full
reasons for the request and the need for an
exception.

Approval needs authorisation from the Director of
ESPO, on the advice of the Procurement Service
Manager.

In addition:

*  Where the value exceeds £25,000,
involvement required of the Contracts
Manager to ensure value for money is
attained.

*  Where the contract is equal to or exceeds
£179,087 a copy of the exception form and
reasons must be authorised by the Director of
Corporate Resources and the Director of Law
and Governance.

The approved form must be retained in the
appropriate file.

6e) Other exceptions to these
Rules

Exception form must be completed outlining the full
reasons for the request and the need for an
exception.

Approval needs authorisation from the appropriate
Chief Officer, on the advice of the Commercial
Specialist.

In addition:
«  Where the value exceeds £25,000,
involvement required of the Contract Manager
to ensure value for money is attained.

.9
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+ Where the contract is equal to or exceeds
£100,000 the exception must be authorised
by the Financial Controller and also;

+ Where the contract is equal to or exceeds
£179,087 a copy of the exception form and
reasons must be also authorised by the
Director of Corporate Resources and the
Director of Law and Governance along with
the Executive and Leader or Deputy Leader
where the Leader is not practical. The
requesting department is responsible for
ensuring Cabinet approval is sought.

The approved form must be retained in the
appropriate file.

RULE 7

Financial Thresholds and Delegation

(a)

(b)

Financial limits and thresholds within these Rules may be varied from time to time by
the Servicing Authority’s Corporate Governance Committee.

Arrangements for delegation of functions to officers within these Rules may be varied
from time to time by the Chief Executive.

RULE 7 No Change

RULE 8

Annual

Reporting

The Director of ESPO in consultation with the Director of Law and Governance shall at
least once in each financial year submit a report to the ESPO Management Committee in
relation to the operation of these Rules including among other things details of the
approved exceptions to these Rules and approved extensions to Contract where not
provided for in the Contract, and proposed revisions to these Rules and/or changes
required to accommodate the requirements of UK and EU procurement law as may be
necessary from time to time.

Proposed Change RULE 8
Annual Reporting

The Director of ESPO in consultation with the Director of Law and Governance shall at least
once in each financial year submit a report to the ESPO Management Committee in relation to
the operation of these Rules including among other things details of the approved exceptions to
these Rules and approved extensions to Contract where not provided for in the Contract, and
proposed revisions to these Rules and/or changes required to accommodate the requirements
of UK and EU procurement law as may be necessary from time to time.

An annual summary of the number of contracts awarded using the Provider Selection Regime,
in the year to which the summary relates where Direct Award Process A, Direct Award Process
B, Direct Award Process C, the Most Suitable Provider Process or the Competitive Process was
followed.
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RULE 9
Prevention of Corruption / Conflict of Interest

(a) The Employee Code of Conduct (Part 5b of the Servicing Authority’s Constitution)
applies to any Procurement Exercise.

(b) The following clause, or a clause that is substantially similar, will be included as a
standard term and condition in every written Contract in accordance with Rule 25(c):

"ESPO/ [ESPO Client] may terminate this Contract and recover all its loss from the
Contractor if the Contractor, its employees or anyone acting on the Contractor's behalf
do any of the following things:

(i) offer, give or agree to give to anyone any personal inducement or reward in
respect of this or any other ESPO/[ESPO Client] Contract (even if the Contractor
does not know what has been done); or

(i)  commit an offence under the Bribery Act 2010 or give any fee or reward, the
receipt of which is an offence under Section 117(2) of the Local Government Act
1972; or

(iii) commit any fraud in connection with this or any other ESPO/ESPO Client Contract
whether alone or in conjunction with contractors or employees.

Any clause limiting the Contractor's liability shall not apply to this clause".
(c) ESPO’s Supplier Code of Conduct applies to any Procurement Exercise.
RULE 9 A
Counter Terrorism and Security Act 2015

Where appropriate, the Contract shall make appropriate provision for information sharing
between the Contractor and ESPO in line with the General Data Protection Regulation (GDPR)
and the Data Protection Act 2018, and/or such other measures as are appropriate, such as staff
training, to support the Servicing Authority in meeting its duty under section 26 of the Counter-
Terrorism and Security Act 2015 to have due regard to the need to prevent people from being
drawn into terrorism.

RULE 9 No Change

PROCUREMENT EXERCISE
RULE 10
Pre-Estimate

(a) Before any Procurement Exercise is begun the Procuring Officer must calculate its

RULE 10 No Change
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(b)

()

Es

timated Value in accordance with this Rule. The estimated value for the Procurement

must not be subdivided for the purpose of reducing the total value of the contract for
multiple procurements.

The Estimated Value shall be calculated as follows:

(i) Where the Contract period is fixed the Estimated Value shall be the total
estimated maximum value of the supplies, services or works to be supplied over
the period covered including any extensions to the Contract;

(i)  Where the Contract period is indeterminate the Estimated Value shall be
calculated by multiplying the estimated average monthly value by 48;

(iii)  For feasibility studies the Estimated Value shall include the value of the study and
any subsequent contracts which may be awarded to the same supplier as a result
where this is known;

(iv) For Concession Contracts the Estimated Value shall be the estimated financial
value to the supplier that shall be made over the duration of the Contract, net of
value added tax.

(v) The Estimated Value must exclude Value Added Tax (VAT) but must include all
other taxes and duties.

(vi) Periodic purchases for the same requirement, whether that is from the same or
different suppliers, must be aggregated over a minimum of a 12 month period.

(vii) Where ESPO / ESPO Clients contribute to the total value of a Contract, it is the
total Estimated Value that should be applied in determining the correct
procedures to be applied under these Rules.

Where there is any doubt as to the Estimated Value then the procedure for the higher

th

reshold in Rule 11 must be used.

RULE 11

Procurement Exercise Process

(a)

(b)

Based on the Estimated Value, as identified in Rule 10, Table 1 below makes provision
for the minimum requirements for the subsequent Procurement Exercise.

All contracts with an Estimated Value equal to or greater than the EU threshold must
be referred to the ESPO Procurement Teams prior to the commencement of the
Procurement Exercise. The ESPO Procurement Teams shall advise the Procuring
Officer on the appropriate route to market which may include the use of ESPO
framework agreements, Crown Commercial Services framework agreements, etc.

Proposed Change RULE 11

Procurement Exercise Process

(a)

Based on the Estimated Value, as identified in Rule 10, Table 1 below makes
provision for the minimum requirements for the subsequent Procurement Exercise.

In the case of a contract or framework agreement for Healthcare services (as defined
by Schedule 1 of the Health Care Services (Provider Selection Regime) Regulations

2023), the Procuring Officer must seek the advice of a Procurement Service Manager
on a suitable Process to follow under these Regulations. If Direct Award Process A, B,
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(o) Details of oral Quotations must be confirmed in writing.

(d)

of the contract.

These are total contract spend estimates equalling total contract value over the term

Table 1: Minimum requirements for a Procurement Exercise (for exceptions see Rule 6)

Estimated Contract Minimum Contract
Value Procurement Opportunity Documentation
Process . ..
From (£) | Up to (£) Publication
Obtain a minimum of
£0 £,5,000 one oral/written None Record details
Quotation
o Record details. (If
When Inviting three Quotations
quotations officers cannot be obtained a
Seek to obtain a shoulq con§|der the record of the reasons
Above minimum of three benefits of_mciludlng @ | for this must be agreed
£5 000 £25,000 written Quotations local supplier in the in consultation with the
! invitation to qu_ote appropriate
where appropriate or Procurement Service
applicable to the Manager).
Contract!.
Seek written
Quotations Contracts Finder and
Up to but not (to be based on a on a website approved | Request for Quotation
Above iniludin Request for Quotation by the Director of issued by the Procuring
£25,000 9 document where ESPO for the purpose Officer and Quotations
£177,897 . e )
practical) of notifying the supply | received.
For exceptions see market.
Rule 6 (b)
Relevant
UK
Threshold
Goods/serv The UK e-notification
ices: service where required, | Formal Tender and
£177,897 Contracts Finder and sealed bids should be
Works, . Above Formal Tender Process ona weth|te approved submlttgd via an.
Concession by the Director of electronic tendering
s and ESPO for the purpose system, see Rule 5 (g)
Utilities: of notifying the supply | (ii)
£4,447,447 market
Light touch
regime:
£552,950

(b)

()
(d)

C or The Most Suitable Provider Process are considered the most appropriate route to

market, approval must be sought from the Financial Controller.

All contracts with an Estimated Value equal to or greater than the EU threshold must
be referred to the ESPO Procurement Teams prior to the commencement of the
Procurement Exercise. The ESPO Procurement Teams shall advise the Procuring
Officer on the appropriate route to market which may include the use of ESPO
framework agreements, Crown Commercial Services framework agreements, etc.

Details of oral Quotations must be confirmed in writing.

These are total contract spend estimates equalling total contract value over the term

of the contract.

Table 1: Minimum requirements for a Procurement Exercise (for exceptions see Rule 6)

Estimated Contract Value

Procurement Minimum Contract .
. . . Documentation
Process Opportunity Publication
From (£) Up to (£)
Obtain a
£0 £,5,000 minimum Of None Record details
one oral/written
Quotation
Record details. (If
three Quotations
cannot be obtained a
record of the reasons
for this must be
agreed in
consultation with the
Seek to obtain When inviting quota_tions appropriate _
o minimum of Offlcel.‘S sho_uld co.n5|der the ;rocurement Service
Above £5,000 | £25,000 three written beneflts .of InC|ledIIjlg a local anage.r).. |
Quotations supplier in the |nV|tat.|on to When |.nV|t|ng.
quote where appropriate or | quotations officers
applicable to the Contract!. | should consider the
benefits of
including a local
supplier in the
invitation to quote
where appropriate
or applicable to the
Contract.

1.



APPENDIX A: Proposed Amendments to ESPO Contract Procedure Rules — from 13" November 2024

*These are total contract spend estimates equalling total contract value over the term of the
contract.

*All values are exclusive of VAT

Up to but not

Seek written
Quotations

(to be based on
a Request for

Contracts Finder and on a
website approved by the

Request for
Quotation issued by

Above including Quotation ) _ )
Director of ESPO for the the Procuring Officer
£25,000 £179,087 document £ notifving th 4 Ouotati
where practical) purpose of notifying the an Quo ations
supply market. received.
For exceptions
see Rule 6 (b)
Relevant UK
Threshold
Goods/service
s: £179,087
before VAT
The UK e-notification service Formal Tender and
. sealed bids should be
where required, Contracts submitted via an
Works, Above Formal Tender | Finder and on a website electronic tenderin
Concessions Process approved by the Director of cvstern. see Rule 59
and Utilities: ESPO for the purpose of (y) (i) ’and Rule
£4,477,175 notifying the supply market g
before VAT 18(d)
Light touch
regime:
£552,950

* These are total contract spend estimates equalling total contract value over the term of the

contract.

* All values are not inclusive of VAT, the Threshold figures inclusive of VAT can be used on a
project by project basis if it is deemed beneficial.

RULE 12
Suitability Assessment and Award Evaluation Criteria

(a) ESPO shall not include a pre-qualification questionnaire stage where the value of the
procurement is below the EU Threshold set out in Reg 5 (1) (c) of the Public Contracts
Regulations 2015. Below the EU Threshold only Suitability Assessment Questions may
be asked. A standard form of Suitability Assessment Questions must be used.

In a Procurement Exercise with an Estimated Value equal to or greater than the EU
Threshold both selection and award criteria must be included. A Standard Selection
Questionnaire or the European Single Procurement Document must be used for the

(b)

RULE 12 No Change
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selection criteria;

(c) Selection criteria must be included in the evaluation process where applying the Open
Tendering procedure (Rule 15) or must be the only criteria used for the shortlisting
methodology where applying the Restricted procedure (Rule 16).

RULE 13
Award Methodology and Evaluation Criteria

(a) The award criteria shall be based on the most economically advantageous Tender from
ESPOQO’s point of view. That Tender shall be identified on the basis of price or cost, using
a cost-effectiveness approach, such as Life Cycle Costing and may include the best
price-quality ratio which shall be assessed on the basis of the criteria, such as
qualitative, environmental and/or social aspects or any other criteria linked to the
subject-matter of the Contract in question.

Before a Contract can be awarded following an Open Tender procedure the supplier
must meet the minimum standard for the selection criteria included in the evaluation
process.

(b)

In the case of a Procurement Exercise with an Estimated Value of £25,000 or more the
process for identifying the most economically advantageous Tender, including selection
and award criteria, must be agreed in consultation with the appropriate Procurement
Service Manager/ESPO Client and included in the RFQ/Invitation to Tender and a copy
retained on file.

()

(d) The Procuring Officer must notify all Tenderers of the award methodology and evaluation
criteria and any sub-criteria being used in the case of the Contract in question. If
weightings are to be applied to the criteria and any sub-criteria then the Procuring
Officer must ensure that these are also incorporated into the Invitation to Tender.

RULE 13

Award Methodology and Evaluation Criteria

(a) The award criteria shall be based on the most economically advantageous Tender from
ESPQO’s point of view. That Tender shall be identified on the basis of price or cost,
using a cost-effectiveness approach, such as Life Cycle Costing and may include the
best price-quality ratio which shall be assessed on the basis of the criteria, such as
qualitative, environmental and/or social aspects or any other criteria linked to the
subject-matter of the Contract in question.

(b)When procuring Healthcare services, the five Key Criteria as stated in the Health Care
Services (Provider Selection Regime) Regulations 2023 must all be evaluated. These are:

e Quality and innovation

Value

Integration, collaboration, and service sustainability

Improving access, reducing health inequalities, and facilitating choice
Social value

(c) Before a Contract can be awarded following an Open Tender procedure the supplier must
meet the minimum standard for the selection criteria included in the evaluation
process.

(d) In the case of a Procurement Exercise with an Estimated Value of £25,000 or more the
process for identifying the most economically advantageous Tender, including
selection and award criteria, must be agreed in consultation with the appropriate
Procurement Service Manager/ESPO Client and included in the RFQ/Invitation to
Tender and a copy retained on file.

(e) The Procuring Officer must notify all Tenderers of the award methodology and evaluation
criteria and any sub-criteria being used in the case of the Contract in question. If
weightings are to be applied to the criteria and any sub-criteria then the Procuring
Officer must ensure that these are also incorporated into the Invitation to Tender.

RULE 14
Contract Opportunity Publication

(a) Unless otherwise agreed by the Director of ESPO the Procuring Officer must ensure, for

RULE 14 No Change
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(b)

(c)

(d)

(e)

(f)

(9)

(h)

all Procurement Exercises with an Estimated Value of £25,000 or more but less than the
relevant EU Threshold, that public notice is given on a website approved by the Director
of ESPO for the purpose of notifying the supply market.

All Procurement Exercises within the Estimated Value of £25,000 or more must be
advertised on Contracts Finder within 24 hours of the time when the Procurement
Exercise is advertised in any other way. Procurement Exercises over the relevant EU
Threshold must be advertised on the UK e-notification service known as Find a Tender
Service (FTS) and on Contracts Finder.

For all proposed Contracts which are advertised where the Estimated Value is below the
EU Threshold, a period of at least ten working days should be allowed between the date
when an Invitation to Tender becomes available to all bidders and either:

(i) the deadline for receipt of Tenders where an Open Tendering procedure is being
used; or

(ii) the deadline for receipt of the Standard Selection Questionnaire or the European
Single Procurement Document, where a Restricted Tendering procedure is being used.

The Contract Opportunity Publication must express the nature and purpose of the
Procurement Exercise, stating where further details may be obtained, how and to whom
an interested supplier is to respond and any other requirements such as suitability
requirements or explanatory information.

If the Estimated Value exceeds the relevant EU Threshold the Procuring Officer must
ensure that the Contract Opportunity Publication is first published on the UK e-
notification service known as Find a Tender Service (FTS) and then on a website
approved by the Director of ESPO for the purpose of notifying the supply market and in
Contracts Finder.

A Procurement Exercise that is equal to or more than the EU Threshold for Light-Touch
Services must be procured in compliance with Chapter 3, Section 7 of the Public
Contracts Regulations 2015.

Where a contract opportunity is equal to or greater than the EU Threshold a Contract
Opportunity Publication should not appear in any form before publication on the UK e-
notification service and neither should any advertisement contain any more information
than that published on the UK e-notification service known as Find a Tender Service
(FTS).

The advertising requirements set out in this Rule 14 are minimum requirements and do
not preclude further Contract Opportunity Publication where appropriate (e.g. in the
local nhewspaper, trade or professional journal, the ESPO website).
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PROCUREMENT PROCESS

RULE 15

Open Tendering

Under Open Tendering, the Procuring Officer must send Invitations to Tender to all those

Persons who respond to the Contract Opportunity Publication and who meet the requirements

stated therein. Where the opportunity has been advertised via the electronic tendering

system the Invitation to Tenders and all supporting documents must be made available in the

system for all interested parties to access subject to confidentiality agreement where
applicable.

RULE 15 No Change

RULE 16

Restricted Tendering

(a)

(b)

()

(d)

(e)

Subject to Rule 16 (b), this Rule applies to Tenders where the Estimated Value is equal
to or exceeds the EU Threshold.

Where the services being tendered are Light-Touch Services the Procuring Officer may
choose to use this Restricted Tendering procedure but is not required to.

Under Restricted Tendering, the Procuring Officer need only send Invitations to Tender
to:

(i) not less than five of the Persons who respond to the Contract Opportunity
Publication and who best meet the shortlisting methodology agreed in Rule 12(c);
or

(i)  where fewer than five Persons have applied or are considered suitable, to all
those Persons who equal or exceed the minimum requirements for the shortlisting
methodology agreed in Rule 12(c).

The shortlisting criteria and process must be prepared (in consultation with any ESPO
Client) in advance of the issue of the Standard Selection Questionnaire or the European
Single Procurement Document and a copy retained on file.

All Persons that do not qualify for inclusion on the shortlist to receive an Invitation to
Tender must receive notice that they have been excluded from the Procurement
Exercise. Any Person requesting in writing the reasons why they were unsuccessful
shall be informed by the Procuring Officer of the reasons for ESPO/ESPO Client decision.

RULE 16 No Change
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RULE 17

Negotiated Procedure, Competitive Procedure with Negotiation, Competitive Dialogue
Procedure and Innovation Partnership Procedure

The Negotiated Procedure, Competitive Procedure with Negotiation, Competitive Dialogue
Procedure and Innovation Partnership Procedure must only be used with the prior approval of
the Director of Law and Governance and the Director of Corporate Resources. Competitive
Procedure with Negotiation or Competitive Dialogue can only be used when criteria under PCR
Reg. 26(4) are met.

Rule 17A
Concession Contracts

Procuring Officers must only establish Concession Contracts with prior consultation of the
Director of Law and Governance and with the prior approval of the Director of Corporate
Resources in the case of above the EU threshold.

[Note: A short briefing note for the approval of the Director of Corporate Resources, in
consultation with the Director of Law and Governance, is required to justify: the use of the
Negotiated Procedure, Competitive Procedure with Negotiation, Competitive Dialogue Procedure,
Innovation Partnership Procedure or the procurement of a Concession Contract.]

RULE 17 No Change

RULE 18
Invitations to Tender

(a) Every Invitation to Tender must specify the latest day and hour and the place appointed
for the receipt of Tenders and must state the effect of Rule 19.

(b) Procuring Officers must give all Tenderers the same information about the Procurement
Exercise and in particular information relating to the tender process, specification, award
methodology and evaluation criteria and the terms and conditions of the Contract or
Framework agreement.

c) Procuring Officers must also give all Tenderers the same information relating to
questions, answers and clarifications raised during the Procurement Exercise unless they
relate solely to another Person’s Tender.

(d) All Procurement Exercises equal to or greater than £25,000 shall be handled via an
Electronic Tendering System where possible. Only in exceptional cases may a
Procurement Exercise be undertaken not using an Electronic Tendering System. Paper
Tenders must be submitted to, addressed to and opened by the Director of ESPO.

(e) Where an Electronic Tendering System is not available and paper Tenders are to be
received by the Director of ESPO, the Procuring Officer must send to the Director of ESPO a note
of the subject and the closing date and time and (where appropriate) a list of the Persons invited

RULE 18 No Change
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to tender together with the Estimated Value before the closing date for receipt of Tenders.

RULE 19

Irregular Tenders

(a)

(b)

()

(d)

(e)

(f)

(9)

An Irregular Tender must not be accepted by either the Director of ESPO or the
Procuring Officer, other than in accordance with this Rule.

A Tender is not valid unless it has been either submitted via an Electronic Tendering

System or in the case paper tenders delivered to the place appointed in accordance with

Rule 18 and not later than the appointed day and hour.

Tenders other than E-Tenders where the Estimated Value is equal to or greater than
£177,897 are not valid unless they are received in a plain sealed envelope or parcel
addressed to the Director of ESPO. The envelope or package must bear the word
“Tender” followed by the subject to which it relates.

E-Tenders must be submitted in accordance with the requirements of the Electronic
Tendering System used.

Where a Tender has been received which is an Irregular Tender in that it does not fully

comply with the instructions given in the Invitation to Tender and/or because it is
received after the appointed time for receipt or does not comply with Rules 19(b) or
19(c), the provisions of Rules 19(f) and 19(g) apply.

A Tender other than an E-Tender which is received after the closing date and time can

be opened and evaluated in accordance with Rule 20 if there is clear evidence of it
having:-

(i) been posted by first class post at least a day before the closing date; OR

(ii) been posted by second class post at least three days before the closing date; OR

(iii) been placed in the custody of a courier who has provided written assurance of
delivery prior to the closing date and time.

If in other cases of Irregular Tenders the Director of ESPO, in consultation with the

Director of Law and Governance, considers that there are exceptional circumstances and
that the Tenderer who submitted the Irregular Tender has gained no advantage from its
irregularity he or she may determine to accept the Irregular Tender and authorise that it
be opened and evaluated together with any other Tenders in accordance with Rule 20.
The Director of ESPO shall record in writing the reasons why each Irregular Tender has

been accepted or rejected.

Proposed Change RULE 19
Irregular Tenders

Irregular Tenders

(a) An Irregular Tender must not be accepted by either the Director of ESPO or the
Procuring Officer, other than in accordance with this Rule.

(b) A Tender is not valid unless it has been either submitted via an Electronic Tendering
System or in the case paper tenders delivered to the place appointed in accordance
with Rule 18 and not later than the appointed day and hour.

(c) Tenders other than E-Tenders where the Estimated Value is equal to or greater than
£179,087 are not valid unless they are received in a plain sealed envelope or parcel
addressed to the Director of ESPO. The envelope or package must bear the word
“Tender” followed by the subject to which it relates.

(d) E-Tenders must be submitted in accordance with the requirements of the Electronic
Tendering System used.

(e) Where a Tender has been received which is an Irregular Tender in that it does not fully
comply with the instructions given in the Invitation to Tender and/or because it is
received after the appointed time for receipt or does not comply with Rules 19(b) or
19(c), the provisions of Rules 19(f) and 19(g) apply.

(f) A Tender other than an E-Tender which is received after the closing date and time can
be opened and evaluated in accordance with Rule 20 if there is clear evidence of it
having:-

() been posted by first class post at least a day before the closing date; OR
(i) been posted by second class post at least three days before the closing date; OR

(iii) been placed in the custody of a courier who has provided written assurance of
delivery prior to the closing date and time.

(g) Ifin other cases of Irregular Tenders the Director of ESPO, in consultation with the
Director of Law and Governance, considers that there are exceptional circumstances
and that the Tenderer who submitted the Irregular Tender has gained no advantage
from its irregularity he or she may determine to accept the Irregular Tender and
authorise that it be opened and evaluated together with any other Tenders in
accordance with Rule 20. The Director of ESPO shall record in writing the reasons why
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(h) Irregular Tenders that the Director of ESPO has rejected under this Rule must be
returned to the Tenderer by the Director of ESPO with a covering letter stating the
reason for their rejection.

each Irregular Tender has been accepted or rejected.

(h) Irregular Tenders that the Director of ESPO has rejected under this Rule must be
returned to the Tenderer by the Director of ESPO with a covering letter stating the
reason for their rejection.

RULE 20
Receipt and Opening of Tenders

(a) Rule 20 (b) to (f) apply only to Tenders where the Estimated Value is equal to or greater
than £177,897 and the Tender is not an E-Tender. Rule 20 (g) applies to E-Tenders
only.

(b) On receipt of non-electronic Tenders, envelopes containing the Tenders must be date
and time stamped by the Director of ESPO and shall remain in his custody until they are
opened.

(c) The Director of ESPO must keep a record of all hon-electronic Tenders received.

(d) Tenders must be opened at one time in the presence of not less than two Officers one of
whom is not involved in the Procurement Exercise and who is designated by the Director
of ESPO. Each Officer must initial each Tender once opened which must also be date
stamped.

(e) Particulars of all Tenders opened must be entered by the Director of ESPO upon the
record which must be signed by the Officers present at the opening, together with a
note of all irregular Tenders.

(f) The Director of ESPO must forthwith send a copy of the record to the appropriate
Procuring Officer (with the Tenders) and must retain a copy himself.

(g) E-Tenders must be opened in accordance with the requirements of the Electronic
Tendering System used.

Proposed Change RULE 20
Receipt and Opening of Tenders

(a) Rule 20 (b) to (f) apply only to Tenders where the Estimated Value is equal to or
greater than £179,087 and the Tender is not an E-Tender. Rule 20 (g) applies to E-
Tenders only.

(b) On receipt of non-electronic Tenders, envelopes containing the Tenders must be date
and time stamped by the Director of ESPO and shall remain in his custody until they
are opened.

(c) The Director of ESPO must keep a record of all non-electronic Tenders received.

(d) Tenders must be opened at one time in the presence of not less than two Officers one
of whom is not involved in the Procurement Exercise and who is designated by the
Director of ESPO. Each Officer must initial each Tender once opened which must also
be date stamped.

(e) Particulars of all Tenders opened must be entered by the Director of ESPO upon the
record which must be signed by the Officers present at the opening, together with a
note of all irregular Tenders.

(f) The Director of ESPO must forthwith send a copy of the record to the appropriate
Procuring Officer (with the Tenders) and must retain a copy himself.

(g) E-Tenders must be opened in accordance with the requirements of the Electronic
Tendering System used.

RULE 21

Errors or Discrepancies in Tenders

(a) Tenderers are not allowed to alter their Tenders after opening save in accordance with
this Rule or Rule 22.

(b) Where it is suspected that there has been an error in a Tender and following the closing
date for receipt of Tenders but before acceptance of any Tender discussions may take
place with Tenderers in order to:

RULE 21 No Change
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(i) ensure that the Tender is constructed correctly; or

(ii) ensure that the Tenderer has fully understood the specification; or

(iii) seek clarification from Tenderers of cost, quality and performance indicators.

(c) A written note of the discussions must be made by the Procuring Officer to record the
suspected error, date, time, detail of the discussion and any agreement reached.

RULE 22

Discussions and Post Tender Negotiations

(a) In the case where the Estimated Value is below the EU Threshold, the Procuring Officer
in consultation with the appropriate Procurement Service Manager may carry out Post
Tender Negotiations with the Tenderer submitting the most competitive Tender in an
attempt to secure improvements in the price or economic advantage in one or more of
the following circumstances:

(b)

()

(ii)

(iii)

(iv)

where the most competitive Tender (according to the pre-determined award
methodology and evaluation criteria) submitted exceeds the Estimated Value;

where it is considered that the price of the most competitive Tender submitted
does not represent the Best Value for money that can reasonably be obtained;

where Tenders have been invited only on the basis of unit prices or a schedule of
rates and the lowest in aggregate is not the lowest on all items;

where the most competitive Tender contains conditions, trading terms,
guarantees, or provisions relating to performance or service delivery less
favourable than in other Tenders, or than stipulated for and this defect appears
capable of being remedied by Post Tender Negotiations.

When conducting Post Tender Negotiations, the following additional rules shall apply:

()

(ii)

(iii)

(iv)

At no time during the negotiations must a Tenderer be informed of the detail of any
other Tender submitted or as to whether or not the Tender he submitted was the
lowest.

During negotiations in person there must always be present at least two Officers or
ESPO Client officers.

A note of the negotiations will be made by one of the officers referred to in the
proceeding rule present recording those present, the time and location of the
negotiations, detail of the discussion and any agreement reached.

Post Tender Negotiations shall not enable any material departure from the
published specification. The Director of Law and Governance shall determine
whether any proposed change to the specification constitutes a material departure.

RULE 22 No Change
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(c) Post Tender Negotiations are not allowed in the case of Contracts with an Estimated
Value exceeding the relevant EU threshold. However, clarifications of errors or
discrepancies in Tenders may take place in accordance with Rule 21.

AWARD OF CONTRACT

RULE 23
Acceptance of Tenders

(a) A Tender can only be accepted in accordance with the initial award methodology and
evaluation criteria as set out in Rule 13. Any evaluation sheets must be maintained on
file in accordance with Rule 33.

(b) Any Tender with an Estimated Value of below £25,000 (where a Request for Quotation
or an Invitation to Tender is not used) may only be accepted with the prior written
approval of the Director of ESPO.

(c) If the Tender to be accepted exceeds the budget which was agreed in accordance with
Rule 5(f) the Procuring Officer must ensure that sufficient funds are available and
approved by the ESPO Client, appropriate budget holder, Director of ESPO, or the ESPO
Management Committee as appropriate, prior to accepting the Tender.

(d) Where an abnormally low Tender is submitted ESPO shall require the Tenderer to
explain in writing the price or costs proposed and may only reject the Tender where the
explanation is unsatisfactory. Where it is established that the Tender is low due to
breaches of environmental, social or labour law, ESPO must reject the Tender.

(e) Subject to Rule 1, the Director of ESPO shall have the authority to accept a Tender but
in any particular circumstance may decline to give approval and refer the decision to the
ESPO Management Committee to determine.

RULE 23 No Change

RULE 24

Notification of Contract Award

(a) The Procuring Officer must notify the successful Tenderer of the acceptance of their
Tender and for all Procurement Exercises with an Estimated Value of £5,000 or
more this notification must be in writing.

(b) In the case where the Estimated Value is £25,000 or more the Procuring Officer
must notify in writing all Tenderers who submitted a Tender of the decision as soon
as possible after the decision has been made.

Proposed Change RULE 24
Notification of Contract Award

(a) The Procuring Officer must notify the successful Tenderer of the acceptance of
their Tender and for all Procurement Exercises with an Estimated Value of £5,000
or more this notification must be in writing.

(b) In the case where the Estimated Value is £25,000 or more the Procuring Officer
must notify in writing all Tenderers who submitted a Tender of the decision as
soon as possible after the decision has been made.
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(o) Where a Contract with an Estimated Value of £25,000 or more is awarded ESPO (o) Where a Contract with an Estimated Value of £25,000 or more is awarded ESPO
must publish information as required by the Public Contracts Regulations 2015 on must publish information as required by the Public Contracts Regulations 2015 on
Contracts Finder within 90 calendar days of the date the Contract was awarded. Contracts Finder within 90 calendar days of the date the Contract was awarded.

(d) In the case where the Estimated Value is equal to or greater than the relevant EU (d) In the case where the Estimated Value is equal to or greater than the relevant EU
Threshold the following additional Rules will apply: Threshold the following additional Rules will apply:

(i) The notice in rule 24 (b) shall include the award criteria, the reasons for the (i) The notice in rule 24 (b) shall include the award criteria, the reasons for the
decision, including the successful Tenderer’s score, the score (if any) of the decision, including the successful Tenderer’s score, the score (if any) of the
Tenderer receiving the notice, and the characteristics and (if appropriate) relative Tenderer receiving the notice, and the characteristics and (if appropriate) relative
advantages of the successful Tenderer’s Tender, any reasons why the recipient of advantages of the successful Tenderer’s Tender, any reasons why the recipient of
the notice did not meet the technical specification, the name of the Tenderer the notice did not meet the technical specification, the name of the Tenderer
awarded the Contract, as well as the date when the standstill period required in awarded the Contract, as well as the date when the standstill period required in
accordance with Rule 24 (d) (ii) will come to an end. accordance with Rule 24 (d) (ii) will come to an end.

(i) A minimum period of 10 calendar days must elapse between the day of (i) A minimum period of 10 calendar days must elapse between the day of
sending the notice in Rule 24 (b) and the date on which ESPO/ESPO Client enter sending the notice in Rule 24 (b) and the date on which ESPO/ESPO Client enter
into a Contract if the notice is sent electronically. Where the notice is sent by other into a Contract if the notice is sent electronically. Where the notice is sent by
means then either 15 days from the day of sending the notice or 10 days from the other means then either 15 days from the day of sending the notice or 10 days
day of receipt of the notice by the last Tenderer to receive the notice must elapse. from the day of receipt of the notice by the last Tenderer to receive the notice

In all cases counting the day after sending the notice as day 1. The standstill must elapse. In all cases counting the day after sending the notice as day 1. The
period must end on a working day. standstill period must end on a working day.

(iii)  The Procuring Officer shall ensure that a UK e-notification service contract award (iii)  The Procuring Officer shall ensure that a UK e-notification service contract award
notice known as Find a Tender Service (FTS)is placed within 30 days of the notice known as Find a Tender Service (FTS)is placed within 30 days of the
Contract award where required. In the case where Contracts are awarded under Contract award where required. In the case where Contracts are awarded under
the regime covering Light-Touch services or Dynamic Purchasing System, award the regime covering Light-Touch services or Dynamic Purchasing System, award
notices may be grouped together in accordance with regulation 74 for Light-Touch notices may be grouped together in accordance with regulation 74 for Light-Touch
Services and regulation 50 (5) for Dynamic Purchasing Systems. Services and regulation 50 (5) for Dynamic Purchasing Systems.

(iv) For every Contract or Framework Agreement covered by the Public Contract (iv) For every Contract or Framework Agreement covered by the Public Contract
Regulations and every time a Dynamic Purchasing System is established, the Regulations and every time a Dynamic Purchasing System is established, the
Procuring Officer shall draw up a written report in accordance with the Procuring Officer shall draw up a written report in accordance with the
requirements outlined in regulation 84 of PCR. requirements outlined in regulation 84 of PCR.

(e) In the case of the Provider Selection Regime the relevant notification to awards must
be adhered to dependent on the route to market deemed most appropriate.
RULE 25 Proposed Change RULE 25

Form of Contract

Form of Contract
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(a)

(b)

(c)

A Contract shall be formed:

(i) by exchange of letter or electronic communication accepting the successful
Tender and incorporating the Invitation to Tender or Request for Quotation and
the outcome of any subsequent negotiations and discussions; or

(i) by completion of a formal Contract incorporating the Invitation to Tender or
Request for Quotation, the Tender or Quotation and the outcome of any
subsequent negotiations and/or discussions; or

(iii)

In determining and negotiating the terms and conditions of Contract, the Procuring
Officer must ensure that the appropriate Standard Terms and Conditions are
incorporated unless the Procuring Officer having consulted the Director of ESPO and the
Director of Law and Governance considers it inappropriate to do so.

by placing an order in accordance with Rule 26.

All Contracts with an Estimated Value of £25,000 or more must be in writing and where
appropriate the Director of ESPO shall:

(i) ensure that the Contract includes a definition of the circumstances that will be
considered to constitute a default on the terms of the Contract by the supplier.
The Contract must provide for notice of default to be given to the supplier and for
any resulting losses to be recovered from the supplier if the default is not
rectified.

(i)  decide whether it is necessary to require suppliers to provide a Performance Bond

with a third party. The need for this will depend on an assessment of the risk
associated with the Contract or the supplier.

(iii)

ensure that the Contract provides for the supplier to have insurance policies,
which can be inspected during the Contract period. The Director of ESPO shall be
consulted on the insurance requirements.

[Note: Insurance Levels (which may be amended for a specific Procurement Exercise,
where appropriate, and agreed by the Procuring Officer with the Servicing Authority’s
Insurance Manager):

o [£10m] Employers’ liability (any one occurrence)*

o [£10m] Public Liability Insurance (any one occurrence)

o  [£2m] Professional indemnity insurance (any one claim and in the aggregate)]

o [£10m] Product liability insurance (any one occurrence and in the aggregate)]

o [£2m] Cyber security insurance (any one claim and in the aggregate)]

*Employers’ liability insurance is only required for those organisations who employ staff

To vary the insurance levels for a particular Procurement Exercise approval must be
gained from the Servicing Authority’s Insurance Manager, or the ESPO Client Insurance

(@)

(b)

()

A Contract shall be formed:

(i) by exchange of letter or electronic communication accepting the successful
Tender and incorporating the Invitation to Tender or Request for Quotation and
the outcome of any subsequent negotiations and discussions; or

(i) by completion of a formal Contract incorporating the Invitation to Tender or
Request for Quotation, the Tender or Quotation and the outcome of any
subsequent negotiations and/or discussions; or

(iii)

In determining and negotiating the terms and conditions of Contract, the Procuring
Officer must ensure that the appropriate Standard Terms and Conditions are
incorporated unless the Procuring Officer having consulted the Director of ESPO and the
Director of Law and Governance considers it inappropriate to do so.

by placing an order in accordance with Rule 26.

All Contracts with an Estimated Value of £25,000 or more must be in writing and where
appropriate the Director of ESPO shall:

() ensure that the Contract includes a definition of the circumstances that will be
considered to constitute a default on the terms of the Contract by the supplier.
The Contract must provide for notice of default to be given to the supplier and
for any resulting losses to be recovered from the supplier if the default is not
rectified.

(i)  decide whether it is necessary to require suppliers to provide a Performance
Bond with a third party. The need for this will depend on an assessment of the
risk associated with the Contract or the supplier.

(iii) ensure that the Contract provides for the supplier to have insurance policies,

which can be inspected during the Contract period. The Director of ESPO shall be

consulted on the insurance requirements.

(iv) consult the Financial Controller on the appropriate VAT requirements.

[Note: Insurance Levels (which may be amended for a specific Procurement Exercise,
where appropriate, and agreed by the Procuring Officer with the Servicing Authority’s
Insurance Manager):

o [£10m] Employers’ liability (any one occurrence)*

o  [£10m] Public Liability Insurance (any one occurrence)

o [£2m] Professional indemnity insurance (any one claim and in the aggregate)]
o [£10m] Product liability insurance (any one occurrence and in the aggregate)]
o  [£2m] Cyber security insurance (any one claim and in the aggregate)]

*Employers’ liability insurance is only required for those organisations who employ staff
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Manager as appropriate. | To vary the insurance levels for a particular Procurement Exercise approval must be
gained from the Servicing Authority’s Insurance Manager, or the ESPO Client Insurance

(iv) consult the Director of ESPO on the appropriate VAT requirements. Manager as appropriate. ]

[Note: Should any advice on VAT be required for a particular Procurement Exercise, (iv) consult the Director of ESPO on the appropriate VAT requirements.

contact the Servicing Authority’s Technical Accountant - Taxation Co-ordinator]
[Note: Should any advice on VAT be required for a particular Procurement Exercise,

(d) Every written Contract must be signed (by electronic means or otherwise) by the contact the Servicing Authority’s Technical Accountant - Taxation Co-ordinator]
Director of ESPO or an Officer designhated and in cases determined by the Director of
Law and Governance or where otherwise required in law, shall be under the Common (d) Every written Contract must be signed (by electronic means or otherwise) by the
Seal of the County Council in a form prepared or approved by the Director of Law and Director of ESPO or an Officer designhated and in cases determined by the Director of
Governance. Law and Governance or where otherwise required in law, shall be under the Common
Seal of the County Council in a form prepared or approved by the Director of Law and
(e) Except after consultation with the Director of Law and Governance, works or services Governance.
must not be authorised to commence or goods to be supplied where such works,
services or goods are to be the subject of a Contract under seal until the Director of Law (e) Except after consultation with the Director of Law and Governance, works or services
and Governance has advised that the Contract has been signed by the supplier. must not be authorised to commence or goods to be supplied where such works,
services or goods are to be the subject of a Contract under seal until the Director of
(f) The Procuring Officer shall comply with the General Data Protection Regulation (GDPR) Law and Governance has advised that the Contract has been signed by the supplier.
and Data Protection Act 2018 requirements and shall include in the contract appropriate
provisions. (f) The Procuring Officer shall comply with the General Data Protection Regulation (GDPR)
and Data Protection Act 2018 requirements and shall include in the contract
(g) The Procuring Officer shall ensure the contract includes a Right to Audit Clause. appropriate provisions.

(g) The Procuring Officer shall ensure the contract includes a Right to Audit Clause.

RULE 25A
Contract Management

(@) The Procuring Officer shall advise the Procurement Service Manager who shall
immediately upon completion of every Procurement Exercise;

(i) Inrespect of contracts having a value of less than
£25,000 and where the Electronic Tendering System has not been used,
enter the Contract details in the ESPO’s contracts register; (ii )In respect of
contracts of whatever value handled via the Electronic Tendering System
the Procuring Officer shall ensure that the details of the Contract are
published in the ESPO’s contracts register

(b) All contracts shall be managed in accordance with these Rules and the ESPQO’s contract
management toolkit which can be found in the ESPO Procurement & Compliance area
of the ESPO’s intranet.

(c) The authorised officer or Contracts Manager responsible for the management of
the Contract shall:
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0] Obtain prior approval in accordance with Rule 30 before proceeding to authorise
(in writing) any modification/extension to the Contract;

(i) Ensure all documentation is uploaded to the ESPO’s Contracts
Register;

(i)  Ensure that a record is kept of all certificates and instructions
issued under the Contract;

(iv)  Keep documents in support of each payment showing how the payment
amount has been valued and maintain a record of all such payments including
any professional fees;

V) Prior to the contract renewal notice period for a contract, consult the relevant
Procurement Service Manager to review opportunities for contract negotiations
for favourable contract terms;

(vi)  Before terminating any contract and in particular for breach, consult the
Director of Law and Governance,;

(vii)  Resolve all contractual matters and contractual claims, and issue any final
account and final certificate in accordance with the terms of the Contract,
taking advice from the Director of Law and Governance.

RULE 26

Orders for work, goods and services

Orders for work, goods and services must only be placed in accordance with Instruction
8 of the Standard Financial Instructions.

RULE 26 No Change

STANDING LISTS

RULE 27

Standing Lists

(a)

(b)

(©)

(d)

(e)

Standing Lists must not be created or added to without the prior written approval of the
Director of ESPO in consultation with the appropriate Procurement Service Manager.

The Procuring Officer must not use a Standing List where the Total Value of Contracts to
be awarded using the Standing List is estimated to exceed the relevant EU Threshold.

The Standing List must contain the names of all Persons who are approved and indicate
the categories of Contract and the values or amounts in respect of those categories for
which those Persons are approved.

At least four weeks before a list is first compiled, the Procuring Officer must publish on a
website approved by the Director of ESPO for the purpose of notifying the supply
market, a Contract Opportunity Publication inviting applications by a specified date for
inclusion in it.

The Procuring Officer must renew all Standing Lists at intervals not exceeding four

RULE 27 No Change
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(f)

(9)

(h)

years. At least four weeks before each renewal, each Person whose nhame appears in
the list must be notified by the Procuring Officer of the intention to review the list. If
they wish to remain on the list they must re-apply for inclusion. The Procuring Officer
must ensure that the Contract Opportunity Publication inviting applications for inclusion
in the list are published in the manner provided by Rule 27(d).

In the case where the use of a Standing List has been authorised the Procuring Officer
must send Invitations to Tender to not less than four of the Persons from among those
approved for a Contract of the relevant category and amount or value. Where fewer
than four Persons are approved for a Contract of the relevant category and amount or
value Invitations to Tender shall be sent to no fewer than three Persons. Where there
are fewer than three Persons the procedure for Standing Lists must not be used unless
the appropriate Procurement Service Manager advises otherwise.

The Procuring Officer in consultation with the appropriate Procurement Service Manager
shall determine the criteria for selecting Persons from the list.

In such circumstances as the Director of ESPO shall determine, the Procuring Officer
shall provide such information as shall reasonably be necessary of the extent to which
Standing Lists have been utilised.

FRAMEWORK AGREEMENTS

RULE 28

Framework Agreements

(a)

(b)

()

(d)

The Procuring Officer must establish all Framework Agreements in accordance with
these Rules.

Framework Agreements must not be awarded for more than 4 years, including any
extensions without the prior written consent of the Director of ESPO following
consultation with the Director of Law and Governance.

All suppliers on the Framework Agreement capable of performing the Contract must be
invited to participate in a Further Competition unless it is clear from the terms of the
Framework Agreement which supplier best meets the award methodology set out in the
Framework Agreement in which case that supplier may be selected provided the
Procuring Officer can demonstrate value for money. Direct Award on frameworks must
be first discussed with a relevant Procurement Service Manager before proceeding if the
value exceeds the threshold.

Additional suppliers may only be added to a Framework Agreement throughout its
duration in circumstances where:

(i) the Estimated Value is below the EU Threshold;

(ii) the services tendered are Light-Touch Services to which the full regime of the Public
Contracts Regulations 2015 is not considered to apply

(iii) and in either case ((i) or (ii) above) provided that the Invitation to Tender states:

Proposed Change RULE 28

Framework Agreements

(@)

(b)

()

(d)

The Procuring Officer must establish all Framework Agreements in accordance with
these Rules.

Framework Agreements must not be awarded for more than 4 years, including any
extensions without the prior written consent of the Director of ESPO following
consultation with the Director of Law and Governance.

All suppliers on the Framework Agreement capable of performing the Contract must be
invited to participate in a Further Competition unless it is clear from the terms of the
Framework Agreement which supplier best meets the award methodology set out in the
Framework Agreement in which case that supplier may be selected provided the
Procuring Officer can demonstrate value for money. Direct Award on frameworks must
be first discussed with a relevant Procurement Service Manager before proceeding if
the value exceeds the threshold.

Additional suppliers may only be added to a Framework Agreement throughout its
duration in circumstances where:

(i) the Estimated Value is below the EU Threshold;

(ii) the services tendered are Light-Touch Services to which the full regime of the Public
Contracts Regulations 2015 is not considered to apply

(iii) the services tendered are Healthcare services to which the Health Care Services
(Provider Selection Regime) Regulations 2023 apply:
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(aa) that new suppliers may be added to the Framework Agreement and;
(bb) how many suppliers can apply to be added to the Framework Agreement and;

(cc) that the same evaluation criteria and award methodology are applied when
deciding whether to award a place on the Framework Agreement to new suppliers
as were applied at the time of the original award.

(iii) and in either case ((i) or (ii) above) provided that the Invitation to Tender states:

(aa) that new suppliers may be added to the Framework Agreement and;

(bb) how many suppliers can apply to be added to the Framework Agreement

and;

(cc) that the same evaluation criteria and award methodology are applied when
deciding whether to award a place on the Framework Agreement to new suppliers
as were applied at the time of the original award.

(e) Each use of a Framework agreement either by call off or direct award must be
included on the ESPO Contracts Register within 30 days of award.

RULE 29
Dynamic Purchasing Systems

The Procuring Officer must only establish Dynamic Purchasing Systems with the prior written
approval of the Director of ESPO and in accordance with the requirements of the Public
Contracts Regulations 2015 and these Rules where appropriate.

RULE 29 No Change

CONTRACT AMENDMENTS
RULE 30

Contract Modifications and Extensions

Contract Modifications

(a) Subject to Rule 30(b) below, Contracts may be modified where the value of the
modification is;

(i) below the current EU Threshold for service/supply/works Contracts; and

(ii) is less than 10% of the initial Contract value for service and supply Contracts
and less than 15% of the initial Contract value for works Contracts.

(b) The Director of ESPO in consultation with the appropriate Procurement Service Manager
shall be authorised to modify the Contract in accordance with Rule 30(a) above
provided:

(i) the modification does not alter the overall nature of the Contract; and

(ii) where there is, or has been more than one modification, the value shall be the
net cumulative value of all modifications for the purpose of Rule 30(a) above.

(c) A modification over 10% of the initial Contract value requires prior approval from the

Proposed Change RULE 30

Contract

What is the Modification?

What approval is required?

30a)
Where the contract modification meets all the
following:

i) Modification value is below £179,087
(ex VAT) - this value shall be net
cumulative of all modifications to the
contract.

i) Modification value is within 10%
greater or lesser of the original
contract value.

iii) Does not alter the overall nature of the
original contract.

or

Where the contract modification meets all the
following and was procured under the
provider selection regime:

i) Modification value is below £500,000
(ex VAT) - this value shall be net
cumulative of all modifications to the
contract.

i) Modification is 25% greater or lesser

Modification form must be completed
outlining the full reasons for the request and
the need for a modification

All approval need authorisation from the
Director of ESPO, on the advice of the
Procurement Service Manager.

In addition:

e Where the value exceeds £25,000,
involvement required of the Contract
Manager to ensure value for money is
attained.

e Where the modification is equal to or
exceeds £100,000 the modification
must be approved by the Financial
Controller.

Prior to any modification being agreed which
would result in an increase in the Total Value
of the Contract the Procuring Officer must
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(d)

Director of ESPO, the Director of Law and Governance and the Director of Corporate
Resources if above the EU threshold.

Prior to any modification being agreed which would result in an increase in the Total
Value of the Contract the Procuring Officer must ensure that sufficient additional budget
provision has been approved by the budget holder.

Contract Extensions

(e)

(f)

(9)

(h)

Where a Contract Extension has been provided for both in the Initial Procurement
Documents and in the Contract in clear and precise terms then the Director of ESPO or
any Officer with delegated authority under Rule 2 shall be authorised to extend the
Contract in consultation with the appropriate Procurement Service Manager.

For the purpose of this Rule 30 “Initial Procurement Documents” shall mean any notice,
UK e-notification service notice known as Find a Tender Service (FTS), Request for
Quotation, Invitation to Tender or Specification.

Where the Initial Procurement Documents and/or the Contract does not provide for an
extension the Director of ESPO in consultation with the appropriate Procurement Service
Manager shall consider the extension as a modification to the Contract and shall only be
authorised to extend the Contract in accordance with Rules 30(a) and 30(b) above.

In all other circumstances and where Rule 30(e) and 30(g) above do not apply, the
Director of ESPO in consultation with the appropriate Procurement Service Manager and
the Director of Law and Governance must gain the prior approval of the Director of
Corporate Resources. This authorisation must be issued before the extension is carried
out.

(i) Prior to any extension being agreed which would result in an increase in the
Total Value of the Contract the Procuring Officer must ensure that sufficient
additional budget provision has been approved by the budget holder.

the original contract value.
iii)  Does not alter the overall nature of the
original contract.

ensure that sufficient additional budget
provision has been approved by the budget
holder.

30(b)
Where the contract modification meets all the
following:

i) Modification value is below £25,000

ii) Modification value is above 10%
greater or lesser the original contract
value.

iiil) The overall contract value including
this modification does not exceed
£179,097 (ex VAT).

iv) Does not alter the overall nature of the
original contract.

Modification form must be completed
outlining the full reasons for the request and
the need for a modification

Approval needs authorisation from the
Director of ESPO on the advice of the
Procurement Service Manager.

Prior to any modification being agreed which
would result in an increase in the Total Value
of the Contract the Procuring Officer must
ensure that sufficient additional budget
provision has been approved by the budget
holder.

30c)
All other contract modifications.

Modification form must be completed
outlining the full reasons for the request and
the need for a modification.

Modification approval needs authorisation
from the Director of ESPO, on the advice of
the Procurement Service Manager and
authorisation from the Director of Corporate
Resources and the Director of Law and
Governance.

In addition:

e Where the value exceeds £25,000,
involvement required of the Contract
Manager to ensure value for money is
attained.

The approved form must be retained in the
appropriate file.

Prior to any modification being agreed which
would result in an increase in the Total Value
of the Contract the Procuring Officer must
ensure that sufficient additional budget
provision has been approved by the budget
holder.

Extensions

| What is the Extension?

| What approval is required?
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30d)

Where a Contract Extension has been
provided for both in the Initial Procurement
Documents and in the Contract in clear and
precise terms.

Or

Where the Contract Extension

i) Value is below £179,087 (ex VAT) -
this value shall be net cumulative of all
extensions to this contract.

i) Value is within 10% up of the original
contract value.

iii) Does not alter the overall nature of the
original contract.

Extension form must be completed outlining
the full reasons for the request to extend the
contract.

All approvals need authorisation from the
Director of ESPO in consultation with the
Procurement Service Manager.

In addition:

e Where the value exceeds £25,000,
involvement required of the Contract
Manager to ensure value for money is
attained.

The approved form must be retained in the
appropriate file.

Prior to any extension being agreed the
Contract the Procuring Officer must ensure
that sufficient additional budget provision has
been approved by the budget holder.

30e)
All other Contract Extensions

Extension form must be completed outlining
the full reasons for the request and the need
for an extension to the contract.

Approval needs authorisation from the
Director of ESPO, on the advice of the
Procurement Service Manager.
Authorisation from the Director of Corporate
Resources and the Director of Law and
Governance.

In addition:

e Where the value exceeds £25,000,
involvement required of the Contract
Manager to ensure value for money is
attained.

The approved form must be retained in the
appropriate file.

Prior to any extension being agreed the
Contract the Procuring Officer must ensure
that sufficient additional budget provision has
been approved by the budget holder.
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RULE 31
Novation of Existing Contracts

The novation of a Contract to a new Person irrespective of value requires the prior written
approval of the Director of ESPO in consultation with the Director of Law and Governance.

RULE 31 No Change

RULE 32

Early Termination of Contracts

Unless a provision for early termination is clearly stated in the Contract the Procuring Officer
shall seek advice from the Director of Law and Governance where it is intended to terminate
a Contract early. Where the Total Value of the Contract is equal to £177,897 or more the
prior written approval of the Director of ESPO shall also be obtained.

Proposed Change RULE 32

Early Termination of Contracts

Early Termination of Contracts
Unless a provision for early termination is clearly stated in the Contract the Procuring Officer
shall seek advice from the Director of Law and Governance where it is intended to terminate

a Contract early. Where the Total Value of the Contract is equal to £179,087 or more the
prior written approval of the Director of ESPO shall also be obtained.

MISCELLANEOUS PROVISIONS

RULE 33

Document Retention

RULE 33 No Change

(a) All Contract records that might be required in court proceedings must be retained for at
least six years and any under seal for at least twelve years from expiry of the Contract.
(b) Where the Contract is externally funded any contingent liabilities and/or grant conditions
must be taken account of by the length of the retention period.
RULE 34 Proposed Change RULE 34

Supervision of Contracts by Third Parties

(a) The Procuring Officer shall ensure that it is a condition of any Contract between ESPO
and any Person (not being an Officer of ESPO) who is involved in a Procurement
Exercise or the management of a Contract on behalf of ESPO that in relation to that
Contract he or she must comply with the requirements of these Rules and other
reasonable requirements of ESPO.

Such Person must:

(b)

(i) at any time during the carrying out of the Contract produce to the Director of
ESPO or his representative or ESPO Auditor on request all records maintained by
him or her in relation to the Contract; and

Supervision of Contracts by Third Parties

(a) The Procuring Officer shall ensure that it is a condition of any Contract between ESPO
and any Person (not being an Officer of ESPO) who is involved in a Procurement
Exercise or the management of a Contract on behalf of ESPO that in relation to that
Contract he or she must comply with the requirements of these Rules and other
reasonable requirements of ESPO.

Such Person must:

(b)
) at any time during the carrying out of the Contract produce to the Director of
ESPO or his representative, or an officer with delegated authority or ESPO

Auditor on request all records maintained by him or her in relation to the
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(i) on completion of the Contract transmit all records to the Director of ESPO.

Contract; and

(i) on completion of the Contract transmit all records to the Director of ESPO, or an officer
with delegated authority.

RULE 35

Nominated Sub-Contractors and Suppliers

(a) Where a sub-contractor or supplier is to be hominated by ESPO/ESPO Client to a main
contractor, the provisions of these Rules shall have effect.
(b)  The terms of an Invitation to Tender under Rule 18 must require an undertaking by

the Tenderer that, if selected, they will be willing to enter into a Contract with the
main contractor on terms which indemnify the main contractor against their own
obligations under the main Contract in relation to the work, supplies or services
included in the sub-contract.

RULE 35 No Change
SCHEDULE 1
Interpretation

1. “Best Value” means the duty of ESPO to secure continuous improvement in the way in which
its functions are exercised, having regard to a combination of economy, efficiency and
effectiveness.

2. The “Chief Executive” is the Chief Executive Officer of the Servicing Authority, Leicestershire
County Council.

3. “Concession Contract” means a works concession Contract or services concession Contract
for a pecuniary interest concluded in writing by means of which the concessionaire is
entrusted to execute works or provide and manage services (other than the execution of
works) to one or more economic operators, the consideration for which consists either solely
in the right to exploit the works or the services that are the subject of the Contract or in
that right together with payment; and that meets the requirements of Regulation 3(4) of the
Concession Contracts Regulations 2016 (CCR 2016).

Regulation 3(4) of the CCR 2016 further defines the necessary characteristics of the
arrangement for the purposes of the regime, which are:

(i) the award of the Contract must transfer to the contractor the operating risk
in exploiting the works or services encompassing demand or supply risk or
both; and

(ii) the part of the risk transferred to the concessionaire involves real exposure
to the vagaries of the market, such that any potential estimated loss
incurred by the concessionaire is not merely nominal or negligible.

4. “Concession Contracts Regulations 2016” means the Concession Contracts Regulations 2016
as amended, consolidated, extended, re-enacted or replaced. These Regulations implement

Directive 2014/25/EU of the European Parliament and of the Council on Public Procurement.

5. "Contract” means a binding agreement between two or more parties for performing, or
refraining from performing, some specified act(s) in exchange for lawful consideration.

6. “Contract Extension” means an extension to the duration of the Contract, but not including
any alteration to the scope of the Contract.

7. “Contracts Finder” means the web-based portal provided for the purposes of Part 4 of the
Public Contracts Regulations 2015.
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8. “Contract Opportunity Publication” is the means by which a Procurement Exercise is
advertised and includes (where appropriate) the ‘Contract Notice’ and Contracts Finder as
defined in the Public Contract Regulations 2015.

9. “Contract Modification” means an alteration to the scope of the Contract, but not the

extension of the duration of the Contract.10. “"Council” means Leicestershire County Council.

10. “Council” means Leicestershire County Council.

11 “Direct Employee: a person who works as an employee of ESPO and is paid a salary by it,
rather than being employed through an agency or other third party”.

12. The “Director of Corporate Resources” is the Director of Corporate Resources of the
Servicing Authority, Leicestershire County Council, except in the case of a procurement
exercise conducted exclusively for an ESPO Client other than the Servicing Authority, where
the advice or authority required under these Contract Procedure Rules has been obtained
from the equivalent officer(s) of that ESPO Client.

13. The “Director of ESPO” is called the Chief Officer of ESPO or the Director of ESPO

14. The "Director of Law and Governance” is the Director of Law and Governance of the
Servicing Authority, Leicestershire County Council, except in the case of a procurement
exercise conducted exclusively for an ESPO Client other than the Servicing Authority, where
the advice or authority required under these Contract Procedure Rules has been obtained
from the equivalent officer(s) of that ESPO Client.

15."Dynamic Purchasing System” means a completely electronic process, which has a limited
duration, for making commonly used purchases, as more particularly defined and described
in the Public Contract Regulations 2015.

16."Electronic Tendering System” means an electronic tendering system approved in
accordance with Rule 5 (g) (ii).

17. The "ESPO Management Committee” is a joint committee appointed by ESPO’s member
authorities with the purpose of managing ESPO in accordance with Section 102 of the Local
Government Act 1972. The committee comprises an equal number of elected members from
each member authority.

18. “"ESPO Client” means one or more ESPO member authorities and/or other contracting
authorities, for which ESPO is managing a procurement process.

19."Estimated Value” means the value as estimated under Rule 10.

20."EU Threshold” means the respective threshold for Services, Supplies, Works or Light-Touch
Services contracts referred to in the Public Contract Regulations 2015 and the Concession
Contracts Regulations 2016.

21."E-Tender” means a Tender that has been submitted using an Electronic Tendering System.

22."Formal Tender Process” is a process following the requirements of Open Tendering,
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Restricted Tendering, Standing List, Negotiated Procedure, Competitive Procedure with
Negotiation, Competitive Dialogue or Innovation Partnership Procedure and Formal Tender
shall be construed accordingly.

23."Framework Agreement” is a general term for agreements with suppliers which set out

24,

25.

26.

27.

28.

29.

30.

31.

32.

terms and conditions under which specific purchases (call-offs) can be made throughout
the term of the agreement. The Framework Agreement may, itself, be a contract to which
the EU procurement directive and Public Contracts Regulations 2015 apply or the Health
Care Services (Provider Selection Regime) Regulations 2023.

A “Further Competition” is undertaken where not all the terms of a proposed Contract are
laid down in a Framework Agreement. It involves re-opening competition between the
economic operators which are parties to the Framework Agreement and which are capable
of performing the proposed Contract, on the basis of the same or, if necessary, more
precisely formulated terms, and where appropriate other terms referred to in the Contract
documents based on the Framework Agreement.

“Invitation to Tender” means the document(s) containing the specification, proposed terms
and conditions and other appropriate information as issued to the Tenderers to solicit
Formal Tenders.

“Irregular Tender” means a Tender that does not fully comply with the instructions given
in the Invitation to Tender.

“Life-Cycle Costing” means all or part of the following costs over the life-cycle of a product,
service or works, to the extent that they are relevant:

() Costs of acquisition,

(i) Costs of use, such as consumption of energy and other resources,

(iii) Maintenance costs,

(vi) End of life costs, such as collection and recycling costs,

(v) Costs imputed to the environmental externalities linked to the product, service or

works during its life cycle, provided their monetary value can be determined and verified.
These costs may include the cost of emissions of greenhouse gases and of other
pollutant emissions and other climate change mitigation costs.

“Light-Touch Services” means those services referred to in regulation 74 and Schedule 3 of
the Public Contracts Regulations 2015.

“Officer” means an employee of ESPO.
“Person” includes a partnership, body corporate or unincorporated association.

“Post Tender Negotiations” means the ability to negotiate with a Tenderer after a Tender
has been opened and evaluated in accordance with the published evaluation criteria for the
purposes of securing an improvement in the delivery of the Contract including but not
limited to improvements in price.

“Procurement Exercise” means any process by which goods, services and/or works are to
be procured including but not limited to Request for Quotations and Formal Tender
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33.

34.

35.

Processes. For the purpose of these Rules a Contract for a Concession, a contract via a
Framework Agreement/Dynamic Purchasing system shall be treated as a Procurement
Exercise.

“Procuring Officer” means any Officer, acting under the delegated powers of the Director of
ESPO, who is responsible for the procurement of goods and services.

“Procurement Service Manager” is the most senior Procurement Officer within an ESPO
Category Team, and is responsible for managing the team.

“Provider Selection Regime” means a set of rules for procuring health care services in England

by organisations termed relevant authorities The Provider Selection Regime (PSR) came into force
on 1 January 2024.

36.

37.

38.

39.

40.

41.

42.

43.

44,

“Public Contracts Regulations 2015"” means the Public Contracts Regulations 2015 as
amended, modified, consolidated, extended, re-enacted or replaced. These Regulations
implement Directive 2014/24/EU of the European Parliament and of the Council on Public
Procurement.

“Quotation” means an offer to sell works, goods and/or services at a stated price under
specified conditions. A Quotation may or may not be written.

“Request for Quotation” ("RFQ"”) means a document or documents containing the
specification, and proposed terms and conditions issued to potential suppliers to solicit
written Quotations.

“Standard Terms and Conditions” means the standard contractual terms used by ESPO,
including those attached to iprocurement orders (or orders generated by ‘line of business’
systems, those included in Request for Quotation templates, and standard industry terms.

“Standard Selection Questionnaire” means a questionnaire that complies with the Crown
Commercial Service statutory guidance relating to Standard Selection Questionnaires.

“Standing List” means a list of Persons which has been established in accordance with Rule
27.

“Suitability Assessment Question” means a question which relates to the subject matter of
the procurement and is proportionate and which ESPO requires for assessing the
Tenderers suitability.

“Tender” means the formal offer from a Tenderer, which is capable of acceptance by
ESPO/ESPO Client, which is a response to an Invitation to Tender. It shall include all
documents comprising the submission including pricing, technical specification and method
statements as well as information about the Tenderer. A written Quote or Quotation is also
a Tender. The term “Tender” also includes an E-Tender except where the context implies
otherwise.

“Tenderer” or “Tenderers” means the Person or Persons invited to participate in a
Procurement Exercise.
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“Total Value” means the value of a Contract which has been calculated in accordance with
Rule 10(b) reading where appropriate Total Value for Estimated Value.

45,

46 “UK e-notification service” known as “FTS” (Find a Tender Service) is defined in the Public
Contract Regulations 2015 (as amended)

47. “In writing” or “written” for the purpose of interpreting these Rules includes transmission
by any electronic means which have been approved by the Director of Law and
Governance in consultation with the Director of Corporate Resources.

48. Words imparting the masculine include the feminine gender.

49. “Rule(s)” means these Contract Procedure Rules as may be amended from time to time.

[end of Contract Procedure Rules]

SCHEDULE 1
Interpretation

1. “Best Value” means the duty of ESPO to secure continuous improvement in the way in which
its functions are exercised, having regard to a combination of economy, efficiency and
effectiveness.

2. The “Chief Executive” is the Chief Executive Officer of the Servicing Authority, Leicestershire
County Council.

3. “Concession Contract” means a works concession Contract or services concession Contract
for a pecuniary interest concluded in writing by means of which the concessionaire is
entrusted to execute works or provide and manage services (other than the execution of
works) to one or more economic operators, the consideration for which consists either solely
in the right to exploit the works or the services that are the subject of the Contract or in that
right together with payment; and that meets the requirements of Regulation 3(4) of the
Concession Contracts Regulations 2016 (CCR 2016).

Regulation 3(4) of the CCR 2016 further defines the necessary characteristics of the
arrangement for the purposes of the regime, which are:

(i) the award of the Contract must transfer to the contractor the operating risk
in exploiting the works or services encompassing demand or supply risk or
both; and

(ii) the part of the risk transferred to the concessionaire involves real exposure
to the vagaries of the market, such that any potential estimated loss incurred
by the concessionaire is not merely nominal or negligible.

4. “Concession Contracts Regulations 2016” means the Concession Contracts Regulations 2016

Proposed Change SCHEDULE 1

Interpretation

1. “Best Value” means the duty of ESPO to secure continuous improvement in the way in which
its functions are exercised, having regard to a combination of economy, efficiency and
effectiveness.

2. The “Chief Executive” is the Chief Executive Officer of the Servicing Authority, Leicestershire
County Council.

3. “"Concession Contract” means a works concession Contract or services concession Contract
for a pecuniary interest concluded in writing by means of which the concessionaire is
entrusted to execute works or provide and manage services (other than the execution of
works) to one or more economic operators, the consideration for which consists either solely
in the right to exploit the works or the services that are the subject of the Contract or in
that right together with payment; and that meets the requirements of Regulation 3(4) of the
Concession Contracts Regulations 2016 (CCR 2016).

Regulation 3(4) of the CCR 2016 further defines the necessary characteristics of the
arrangement for the purposes of the regime, which are:

(i) the award of the Contract must transfer to the contractor the operating risk
in exploiting the works or services encompassing demand or supply risk or
both; and

(ii) the part of the risk transferred to the concessionaire involves real exposure
to the vagaries of the market, such that any potential estimated loss
incurred by the concessionaire is not merely nominal or negligible.

4. “Concession Contracts Regulations 2016” means the Concession Contracts Regulations 2016
as amended, consolidated, extended, re-enacted or replaced. These Regulations implement
Directive 2014/25/EU of the European Parliament and of the Council on Public Procurement.
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as amended, consolidated, extended, re-enacted or replaced. These Regulations implement
Directive 2014/25/EU of the European Parliament and of the Council on Public Procurement.

5. “Contract” means a binding agreement between two or more parties for performing, or
refraining from performing, some specified act(s) in exchange for lawful consideration.

6. “Contract Extension” means an extension to the duration of the Contract, but not including
any alteration to the scope of the Contract.

7. “Contracts Finder” means the web-based portal provided for the purposes of Part 4 of the
Public Contracts Regulations 2015.

8. “Contract Opportunity Publication” is the means by which a Procurement Exercise is
advertised and includes (where appropriate) the ‘Contract Notice’ and Contracts Finder as
defined in the Public Contract Regulations 2015.

9. “Contract Modification”” means an alteration to the scope of the Contract, but not the
extension of the duration of the Contract.10. “"Council” means Leicestershire County Council.

10. “Council” means Leicestershire County Council.

11 “Direct Employee: a person who works as an employee of ESPO and is paid a salary by it,
rather than being employed through an agency or other third party”.

12. The “Director of Corporate Resources” is the Director of Corporate Resources of the
Servicing Authority, Leicestershire County Council, except in the case of a procurement
exercise conducted exclusively for an ESPO Client other than the Servicing Authority, where
the advice or authority required under these Contract Procedure Rules has been obtained
from the equivalent officer(s) of that ESPO Client.

13. The "Director of Law and Governance” is the Director of Law and Governance of the
Servicing Authority, Leicestershire County Council, except in the case of a procurement
exercise conducted exclusively for an ESPO Client other than the Servicing Authority, where
the advice or authority required under these Contract Procedure Rules has been obtained
from the equivalent officer(s) of that ESPO Client.

14."Dynamic Purchasing System” means a completely electronic process, which has a limited
duration, for making commonly used purchases, as more particularly defined and described
in the Public Contract Regulations 2015.

15."Electronic Tendering System” means an electronic tendering system approved in accordance

with Rule 5 (g) (ii).

16. The "ESPO Management Committee” is a joint committee appointed by ESPO’s member
authorities with the purpose of managing ESPO in accordance with Section 102 of the Local
Government Act 1972. The committee comprises an equal humber of elected members from

5. "Contract” means a binding agreement between two or more parties for performing, or
refraining from performing, some specified act(s) in exchange for lawful consideration.

6. “Contract Extension” means an extension to the duration of the Contract, but not including
any alteration to the scope of the Contract.

7. “Contracts Finder” means the web-based portal provided for the purposes of Part 4 of the
Public Contracts Regulations 2015.

8. “"Contract Manager” means an Officer responsible for the administration and management of
the Contract.

9. “Contract Opportunity Publication” is the means by which a Procurement Exercise is
advertised and includes (where appropriate) the ‘Contract Notice’ and Contracts Finder as
defined in the Public Contract Regulations 2015.

10."Contract Modification” means an alteration to the scope of the Contract, but not the
extension of the duration of the Contract.10. “Council” means Leicestershire County Council.

11. “"Council” means Leicestershire County Council.

12."Direct Employee: a person who works as an employee of ESPO and is paid a salary by it,
rather than being employed through an agency or other third party”.

13. The "“Director of Corporate Resources” is the Director of Corporate Resources of the
Servicing Authority, Leicestershire County Council, except in the case of a procurement
exercise conducted exclusively for an ESPO Client other than the Servicing Authority, where
the advice or authority required under these Contract Procedure Rules has been obtained
from the equivalent officer(s) of that ESPO Client.

14. The “Director of ESPO” is the Director of ESPO

15. The "Director of Law and Governance” is the Director of Law and Governance of the
Servicing Authority, Leicestershire County Council, except in the case of a procurement
exercise conducted exclusively for an ESPO Client other than the Servicing Authority, where
the advice or authority required under these Contract Procedure Rules has been obtained
from the equivalent officer(s) of that ESPO Client.

16."Dynamic Purchasing System” means a completely electronic process, which has a limited
duration, for making commonly used purchases, as more particularly defined and described
in the Public Contract Regulations 2015.

17.“Electronic Tendering System” means an electronic tendering system approved in
accordance with Rule 5 (g) (ii).

18. The “"ESPO Management Committee” is a joint committee appointed by ESPO’s member
authorities with the purpose of managing ESPO in accordance with Section 102 of the Local
Government Act 1972. The committee comprises an equal number of elected members from
each member authority.

19. “"ESPO Client” means one or more ESPO member authorities and/or other contracting
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each member authority.

17. “"ESPO Client” means one or more ESPO member authorities and/or other contracting
authorities, for which ESPO is managing a procurement process.

18."Estimated Value” means the value as estimated under Rule 10.

19."EU Threshold” means the respective threshold for Services, Supplies, Works or Light-Touch
Services contracts referred to in the Public Contract Regulations 2015 and the Concession
Contracts Regulations 2016.

20."E-Tender” means a Tender that has been submitted using an Electronic Tendering System.

21."Formal Tender Process” is a process following the requirements of Open Tendering,
Restricted Tendering, Standing List, Negotiated Procedure, Competitive Procedure with
Negotiation, Competitive Dialogue or Innovation Partnership Procedure and Formal Tender
shall be construed accordingly.

22."Framework Agreement” is a general term for agreements with suppliers which set out terms
and conditions under which specific purchases (call-offs) can be made throughout the term
of the agreement. The Framework Agreement may, itself, be a contract to which the EU
procurement directive and Public Contracts Regulations 2015 apply.

23. A “Further Competition” is undertaken where not all the terms of a proposed Contract are
laid down in a Framework Agreement. It involves re-opening competition between the
economic operators which are parties to the Framework Agreement and which are capable
of performing the proposed Contract, on the basis of the same or, if nhecessary, more
precisely formulated terms, and where appropriate other terms referred to in the Contract

documents based on the Framework Agreement.

24. “Invitation to Tender” means the document(s) containing the specification, proposed terms
and conditions and other appropriate information as issued to the Tenderers to solicit

Formal Tenders.

25. “Irregular Tender” means a Tender that does not fully comply with the instructions given in

the Invitation to Tender.

26. “Life-Cycle Costing” means all or part of the following costs over the life-cycle of a product,

service or works, to the extent that they are relevant:

(i) Costs of acquisition,

(i) Costs of use, such as consumption of energy and other resources,
(iii) Maintenance costs,

(vi) End of life costs, such as collection and recycling costs,

Costs imputed to the environmental externalities linked to the product, service or

(v)

authorities, for which ESPO is managing a procurement process.
20.“Estimated Value” means the value as estimated under Rule 10.

21."EU Threshold” means the respective threshold for Services, Supplies, Works or Light-Touch
Services contracts referred to in the Public Contract Regulations 2015 and the Concession
Contracts Regulations 2016.

22."E-Tender” means a Tender that has been submitted using an Electronic Tendering System.

23."Formal Tender Process” is a process following the requirements of Open Tendering,
Restricted Tendering, Standing List, Negotiated Procedure, Competitive Procedure with
Negotiation, Competitive Dialogue or Innovation Partnership Procedure and Formal Tender
shall be construed accordingly.

24."Framework Agreement” is a general term for agreements with suppliers which set out
terms and conditions under which specific purchases (call-offs) can be made throughout
the term of the agreement. The Framework Agreement may, itself, be a contract to which
the EU procurement directive and Public Contracts Regulations 2015 apply or the Health
Care Services (Provider Selection Regime) Regulations 2023.

25. A “Further Competition” is undertaken where not all the terms of a proposed Contract are
laid down in a Framework Agreement. It involves re-opening competition between the
economic operators which are parties to the Framework Agreement and which are capable
of performing the proposed Contract, on the basis of the same or, if necessary, more
precisely formulated terms, and where appropriate other terms referred to in the Contract

documents based on the Framework Agreement.

26. “Invitation to Tender” means the document(s) containing the specification, proposed terms
and conditions and other appropriate information as issued to the Tenderers to solicit

Formal Tenders.

27. “Irregular Tender” means a Tender that does not fully comply with the instructions given

in the Invitation to Tender.

28. “Life-Cycle Costing” means all or part of the following costs over the life-cycle of a product,

service or works, to the extent that they are relevant:

() Costs of acquisition,

(ii)

(iii)

(vi)

(v) Costs imputed to the environmental externalities linked to the product, service or
works during its life cycle, provided their monetary value can be determined and verified.

These costs may include the cost of emissions of greenhouse gases and of other
pollutant emissions and other climate change mitigation costs.

Costs of use, such as consumption of energy and other resources,
Maintenance costs,
End of life costs, such as collection and recycling costs,

29. “Light-Touch Services” means those services referred to in regulation 74 and Schedule 3 of
the Public Contracts Regulations 2015.
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27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

works during its life cycle, provided their monetary value can be determined and verified.
These costs may include the cost of emissions of greenhouse gases and of other pollutant
emissions and other climate change mitigation costs.

“Light-Touch Services” means those services referred to in regulation 74 and Schedule 3 of
the Public Contracts Regulations 2015.

“Officer” means an employee of ESPO.
“Person” includes a partnership, body corporate or unincorporated association.

“Post Tender Negotiations” means the ability to negotiate with a Tenderer after a Tender
has been opened and evaluated in accordance with the published evaluation criteria for the
purposes of securing an improvement in the delivery of the Contract including but not
limited to improvements in price.

“Procurement Exercise” means any process by which goods, services and/or works are to
be procured including but not limited to Request for Quotations and Formal Tender
Processes. For the purpose of these Rules a Contract for a Concession, a contract via a
Framework Agreement/Dynamic Purchasing system shall be treated as a Procurement
Exercise.

“Procuring Officer” means any Officer, acting under the delegated powers of the Director of
ESPO, who is responsible for the procurement of goods and services.

“Procurement Service Manager” is the most senior Procurement Officer within an ESPO
Category Team, and is responsible for managing the team.

“Public Contracts Regulations 2015” means the Public Contracts Regulations 2015 as
amended, modified, consolidated, extended, re-enacted or replaced. These Regulations
implement Directive 2014/24/EU of the European Parliament and of the Council on Public
Procurement.

“Quotation” means an offer to sell works, goods and/or services at a stated price under
specified conditions. A Quotation may or may not be written.

“Request for Quotation” ("RFQ"”) means a document or documents containing the
specification, and proposed terms and conditions issued to potential suppliers to solicit
written Quotations.

“Standard Terms and Conditions” means the standard contractual terms used by ESPO,
including those attached to iprocurement orders (or orders generated by ‘line of business’
systems, those included in Request for Quotation templates, and standard industry terms.

“Standard Selection Questionnaire” means a questionnaire that complies with the Crown
Commercial Service statutory guidance relating to Standard Selection Questionnaires.

30.

31.

32.

33.

34.

35.

36.

“Officer” means an employee of ESPO.
“Person” includes a partnership, body corporate or unincorporated association.

“Post Tender Negotiations” means the ability to negotiate with a Tenderer after a Tender
has been opened and evaluated in accordance with the published evaluation criteria for the
purposes of securing an improvement in the delivery of the Contract including but not
limited to improvements in price.

“Procurement Exercise” means any process by which goods, services and/or works are to
be procured including but not limited to Request for Quotations and Formal Tender
Processes. For the purpose of these Rules a Contract for a Concession, a contract via a
Framework Agreement/Dynamic Purchasing system shall be treated as a Procurement
Exercise.

“Procuring Officer” means any Officer, acting under the delegated powers of the Director of
ESPO, who is responsible for the procurement of goods and services.

“Procurement Service Manager” is the most senior Procurement Officer within an ESPO
Category Team, and is responsible for managing the team.

“Provider Selection Regime” means a set of rules for procuring health care services in England

by organisations termed relevant authorities The Provider Selection Regime (PSR) came into force
on 1 January 2024.

37.

38.

39.

40.

41.

42.

43.

44,

“Public Contracts Regulations 2015"” means the Public Contracts Regulations 2015 as
amended, modified, consolidated, extended, re-enacted or replaced. These Regulations
implement Directive 2014/24/EU of the European Parliament and of the Council on Public
Procurement.

“Quotation” means an offer to sell works, goods and/or services at a stated price under
specified conditions. A Quotation may or may not be written.

“Request for Quotation” ("RFQ"”) means a document or documents containing the
specification, and proposed terms and conditions issued to potential suppliers to solicit
written Quotations.

“Standard Terms and Conditions” means the standard contractual terms used by ESPO,
including those attached to iprocurement orders (or orders generated by ‘line of business’
systems, those included in Request for Quotation templates, and standard industry terms.

“Standard Selection Questionnaire” means a questionnaire that complies with the Crown
Commercial Service statutory guidance relating to Standard Selection Questionnaires.

“Standing List” means a list of Persons which has been established in accordance with Rule
27.

“Suitability Assessment Question” means a question which relates to the subject matter of
the procurement and is proportionate and which ESPO requires for assessing the
Tenderers suitability.

“Tender” means the formal offer from a Tenderer, which is capable of acceptance by
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39.

40.

41.

42.

43.

44

45.

46.

47.

“Standing List” means a list of Persons which has been established in accordance with Rule
27.

“Suitability Assessment Question” means a question which relates to the subject matter of
the procurement and is proportionate and which ESPO requires for assessing the Tenderers
suitability.

“Tender” means the formal offer from a Tenderer, which is capable of acceptance by
ESPO/ESPO Client, which is a response to an Invitation to Tender. It shall include all
documents comprising the submission including pricing, technical specification and method
statements as well as information about the Tenderer. A written Quote or Quotation is also
a Tender. The term “Tender” also includes an E-Tender except where the context implies
otherwise.

“Tenderer” or “"Tenderers” means the Person or Persons invited to participate in a
Procurement Exercise.

“Total Value” means the value of a Contract which has been calculated in accordance with
Rule 10(b) reading where appropriate Total Value for Estimated Value.

“UK e-notification service” known as “FTS” (Find a Tender Service) is defined in the Public

Contract Regulations 2015 (as amended)

“In writing” or “written” for the purpose of interpreting these Rules includes transmission by
any electronic means which have been approved by the Director of Law and Governance in
consultation with the Director of Corporate Resources.

Words imparting the masculine include the feminine gender.

“Rule(s)” means these Contract Procedure Rules as may be amended from time to time.

[end of Contract Procedure Rules]

45.

46.

ESPO/ESPO Client, which is a response to an Invitation to Tender. It shall include all
documents comprising the submission including pricing, technical specification and method
statements as well as information about the Tenderer. A written Quote or Quotation is also
a Tender. The term “Tender” also includes an E-Tender except where the context implies
otherwise.

“Tenderer” or “Tenderers” means the Person or Persons invited to participate in a
Procurement Exercise.

“Total Value” means the value of a Contract which has been calculated in accordance with
Rule 10(b) reading where appropriate Total Value for Estimated Value.

47. “UK e-notification service” known as “FTS” (Find a Tender Service) is defined in the Public

48.

49,

50.

Contract Regulations 2015 (as amended)

“In writing” or “written” for the purpose of interpreting these Rules includes transmission
by any electronic means which have been approved by the Director of Law and
Governance in consultation with the Director of Corporate Resources.

Words imparting the masculine include the feminine gender.

“Rule(s)” means these Contract Procedure Rules as may be amended from time to time.

[end of Contract Procedure Rules]
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ESPO Contract Procedure Rules

ESPO is the trading name of a joint committee of local authorities, the county councils of
Leicestershire, Lincolnshire, Cambridgeshire, Norfolk, Warwickshire, and the city council of
Peterborough (the “member authorities”) established under the Local Government Act
1972 (section 101 (5) and section 102) and section 9EB of the Local Government Act
2000. Through Leicestershire County Council and in accordance with an agreement
between the member authorities (the “"Consortium Agreement”) the joint committee
procures services and goods which it supplies to member authorities and other contracting
authorities, as defined in the Public Contracts Regulations 2015, using powers to trade
under the Local Authorities (Goods & Services) Act 1970 and powers to make a charge to
recover its costs under section 3 of the Localism Act 2011 and section 93 of the Local
Government Act 2000.

Separately, a private company, ESPO Trading Limited, has been granted a licence to use
the trading name “ESPO”. However, ESPO Trading Limited will not be operated under the
Consortium Agreement, but in accordance with its own constitution. It will be a separate
legal person, distinct from the joint committee and its member authorities.

These Contract Procedure Rules apply in the circumstances described in Rule 4; however,
they do not apply to ESPO Trading Limited, its procurement or other activities.

GENERAL
RULE 1
Compliance

(a)  Officers must comply with these Rules. Failure to do so may result in
disciplinary action.

(b) If a decision does not fall within Appendix 4 to Schedule 1: Functions of, and
Delegations to the Director of ESPO, the decision can be escalated to the
Director of ESPO, the decision can be escalated to the Chief Officers Group or
Management Committee

(c) Sale of council assets are not part of these rules. They are covered by Rule 25
Purchasing and income collections and Rule 26 Inventories and assets of the
Financial Procedure Rules (Part 4F), Leicestershire County Council’s
Constitution.

RULE 2
Delegation

The Director of ESPO may delegate his responsibilities under these Rules in accordance
with Rule 6 of Section D (General scheme of delegation to heads of departments) of Part 3
(Responsibility for Functions) of the Servicing Authority’s Constitution.
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RULE 3
Interpretation

Words and expressions used in these Rules are to be interpreted in accordance with the
provisions of Schedule 1.

RULE 4
Application

These Rules apply to the procurement of every Contract made by Leicestershire County
Council, trading as ESPO ("ESPQO”) on behalf of the management committee or Director of
ESPO, and every Contract procured on behalf of and made by an ESPO Client EXCEPT
Contracts:

(i) for only the acquisition or disposal of any interest in land;
(ii) for the lending or borrowing of money;
(iii) of employment (making an individual a direct employee of ESPO); or

(iv) procured on behalf of and made by an ESPO Client that has agreed that the
procurement of the Contract shall be conducted in accordance with its own contract
procedure rules.

(v) for financial services in connection with the issue, sale, purchase or transfer of
securities or other financial instruments within the meaning of Directive 2004/39/EC
of the European Parliament

PROCUREMENT PRINCIPLES
RULE 5
General Requirements

(a) Every Contract or official order for works, supplies or services made by ESPO shall be
in accordance with ESPQO's Business Strategy and duty of Best Value.

(b) When proposing to procure or making arrangements for procuring a service contract
where the Estimated Value is equal to or greater than the EU Threshold then
consideration must be given as to how the Contract might improve the economic,
social and environmental wellbeing of the relevant area as required by the Public
Services (Social value) Act 2012.

(c) Where the services are Light-Touch Services the threshold for Contracts for public
supply or services Contracts applies for the purposes of the Social Value Act, being
the sum specified in Regulation 5 (1) (d) of the Public Contracts Regulations 2015.

{e)(d) Where the services are required to be procured under The Health Care Services
(Provider Selection Regime) Requlations 2023, Social Value will need to be considered
regardless of the estimated contract value.
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(d) Procedures set out in the relevant EU Retained law Bireetives, Eb—TFreaties;-Acts of
Parliament and UK legislation (including for the avoidance of doubt the Public
Contracts Regulations 2015, the Concession Contracts Regulations 2016, the Health
Care Services (Provider Selection Regime) Regulations 2023 and where applicable the
Public Contracts Regulations 2006) must be complied with at all times.

(e) Based on criteria laid down by the Director of Corporate Resources, the Director of
ESPO will be responsible for evaluating the financial status of Tenderers and
suppliers.

(f) The Procuring Officer/ESPO Client must ensure that sufficient budget provision has
been agreed with the budget holder prior to any Procurement Exercise being
undertaken.

(g) Procurement Exercises should usually be undertaken by electronic means provided
that:

(i) the requirements of these Rules are followed with only such modifications as
may be necessary to allow for procurement by such means; and

(ii)  any electronic tendering system has been approved by the Director of ESPO.
(h) Subject to the provisions of Rule 28 (b) Contracts shall not be longer than 5 years

(including extensions) in duration or of indeterminate length without the prior written

approval of the Director of ESPO on advice of the appropriate Procurement Service

Manager. Any such approval shall be sought prior to the commencement of the
Procurement Exercise.

RULE 6

Exceptions
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What is the Exception?

What approval is required?

6a) Direct purchase for supplies,
materials, services or works which are

Exception form must be completed
outlining the full reasons for the request

available only as proprietary and/or

and the need for an exception.

patented articles, services or works
from one contractor or supplier where

Approval needs authorisation from the

there is no reasonably satisfactory

Director of ESPO, on the advice of the

alternative available in the UK and for

Procurement Service Manager.

repairs (to maintain warranties) to, or
the supply of, parts of existing
proprietary or patented articles or
works, including machinery or plant.

In addition:
e Where the contract value/ exception is
equal to or exceeds £100,000 the

exception must be approved by the
Financial Controller .

e Where the contract value/ exception is
equal to or exceeds £179,087 a copy
of the exception form and reasons
must be authorised by the Director of
Corporate Resources and the Director
of Law and Governance.

Where the contract value/ exception is
below £25,000 Rule 11 can apply.

The approved form must be retained in
the appropriate file.

6b) Direct purchase without
advertising of works of art, museum

Exception form must be completed
outlining the full reasons for the request

specimens or historical documents.

and the need for an exception.

Approval needs authorisation from the
Director of ESPO, on the advice of the
Procurement Service Manager.

In addition:

e Where the value exceeds £25,000,
involvement required of the Contract
Manager to ensure value for money is
attained.

e Where the contract is equal to or
exceeds £ 179,087 a copy of the
exception form/note and reasons must
be authorised by the Director of
Corporate Resources and the Director
of Law and Governance.

The approved form must be retained in
the appropriate file.
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6c) Direct purchase for the following

Exception note must be completed

social care services provided that the

outlining the full reasons for the request

Estimated Value of such services does

and the need for an exception.

not exceed the UK threshold for Light-
Touch service contracts:
i.) residential placements sought for an

Approval needs authorisation from the
Director of ESPO, on the advice of the

individual with a registered care
provider of their choice;
ii.) supported living services sought for

Procurement Service Manager.

In addition:

an individual with an appropriate care

e Contract Manager should be consulted

and support provider of their choice
under the National Health Service and
Community Care Act 1990 and Care

to ensure value for money is attained.

The approved note must be retained in

Act 2014;
iii.) social care packages managed by
or on behalf of individual clients under

the appropriate file.

In each case the Director of ESPO must

the personalisation agenda;
iv.) where certain needs of an
individual (either an adult or a child)

ensure that the provider meets the
relevant national minimum standards
legislative or otherwise, (for example

require a particular social care
package, which is only available from a

those standards set by the Care Act 2014,
OFSTED and HMI) and Contract Procedure

specific provider in the opinion of the

Rules that a record of the reasons for the

appropriate Chief Officer .
v.) residential placements sought for

choice of provider is maintained on the
individual’s case notes as well as

an individual under the Shared Lives

submitting to the relevant Procurement

scheme (or any equivalent scheme).

Service Manager justification and

evidence for exception placements.

A record of the annual cumulative
expenditure with each provider will be
maintained by each directorate and made
available for audit.

6d) Direct purchase for those
unforeseen emergencies, where
immediate action is required to fulfil

Exception form must be completed
outlining the full reasons for the request
and the need for an exception.

the Council’s statutory obligations
under the Civil Contingencies Act 2004

Approval needs authorisation from the

Director of ESPO, on the advice of the
Procurement Service Manager.

In addition:

e Where the value exceeds £25,000,
involvement required of the Contract
Manager -to ensure value for money is
attained.

e Where the contract is equal to or
exceeds £179,087 a copy of the
exception form and reasons must be
authorised by the Director of
Corporate Resources and the Director
of Law and Governance.

The approved form must be retained in
the appropriate file.
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6e) Other exceptions to these Rules Exception form must be completed
outlining the full reasons for the request
and the need for an exception.

Approval needs authorisation from the
Director of ESPO, on the advice of the
Procurement Service Manager.

In addition:

e Where the value exceeds £25,000,
involvement required of the Contract
Manager to ensure value for money is
attained.

e Where the contract is equal to or
exceeds £100,000 the exception must
be authorised by the Financial
Controller and also;

e Where the contract is equal to or
exceeds £179,087 a copy of the
exception form and reasons must be
also authorised by the Director of
Corporate Resources and the Director
of Law and Governance along with the
Executive and Leader or Deputy
Leader where the Leader is not
practical. The requesting department
is responsible for ensuring Cabinet
approval is sought.

The approved form must be retained in
the appropriate file.

RULE 7
Financial Thresholds and Delegation

(a) Financial limits and thresholds within these Rules may be varied from time to time by
the Servicing Authority’s Corporate Governance Committee.

(b) Arrangements for delegation of functions to officers within these Rules may be varied
from time to time by the Chief Executive.
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RULE 8
Annual Reporting

The Director of ESPO in consultation with the Director of Law and Governance shall at
least once in each financial year submit a report to the ESPO Management Committee
in relation to the operation of these Rules including among other things details of the
approved exceptions to these Rules and approved extensions to Contract where not
provided for in the Contract, and proposed revisions to these Rules and/or changes
required to accommodate the requirements of UK and EU procurement law as may be
necessary from time to time.

An annual summary of the humber of contracts awarded using the Provider Selection
Regime, in the year to which the summary relates where Direct Award Process A,
Direct Award Process B, Direct Award Process C, the Most Suitable Provider Process
or the Competitive Process was followed.

RULE 9
Prevention of Corruption / Conflict of Interest

(a) The Employee Code of Conduct (Part 5b of the Servicing Authority’s Constitution)
applies to any Procurement Exercise.

(b) The following clause, or a clause that is substantially similar, will be included as a
standard term and condition in every written Contract in accordance with Rule 25(c):

"ESPO/ [ESPO Client] may terminate this Contract and recover all its loss from the
Contractor if the Contractor, its employees or anyone acting on the Contractor's
behalf do any of the following things:

(i) offer, give or agree to give to anyone any personal inducement or reward in
respect of this or any other ESPO/[ESPO Client] Contract (even if the
Contractor does not know what has been done); or

(i) commit an offence under the Bribery Act 2010 or give any fee or reward, the
receipt of which is an offence under Section 117(2) of the Local Government
Act 1972; or

(iii)  commit any fraud in connection with this or any other ESPO/ESPO Client
Contract whether alone or in conjunction with contractors or employees.

Any clause limiting the Contractor's liability shall not apply to this clause".
(c) ESPQO’s Supplier Code of Conduct applies to any Procurement Exercise.
RULE 9 A
Counter Terrorism and Security Act 2015

Where appropriate, the Contract shall make appropriate provision for information sharing
between the Contractor and ESPO in line with the General Data Protection Regulation (GDPR)
and the Data Protection Act 2018, and/or such other measures as are appropriate, such as
staff training, to support the Servicing Authority in meeting its duty under section 26 of the
Counter-Terrorism and Security Act 2015 to have due regard to the need to prevent people
from being drawn into terrorism.
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PROCUREMENT EXERCISE

RULE 10

Pre-Estimate

(a) Before any Procurement Exercise is begun the Procuring Officer must calculate its
Estimated Value in accordance with this Rule. The estimated value for the
Procurement must not be subdivided for the purpose of reducing the total value of
the contract for multiple procurements.

(b)

(o)

The Estimated Value shall be calculated as follows:

(1

(i)

(i)

(iv)

(v)

(vi)

(vii)

Where the Contract period is fixed the Estimated Value shall be the total
estimated maximum value of the supplies, services or works to be supplied
over the period covered including any extensions to the Contract;

Where the Contract period is indeterminate the Estimated Value shall be
calculated by multiplying the estimated average monthly value by 48;

For feasibility studies the Estimated Value shall include the value of the study
and any subsequent contracts which may be awarded to the same supplier as a
result where this is known;

For Concession Contracts the Estimated Value shall be the estimated financial
value to the supplier that shall be made over the duration of the Contract, net
of value added tax.

The Estimated Value must exclude Value Added Tax (VAT) but must include all
other taxes and duties.

Periodic purchases for the same requirement, whether that is from the same or
different suppliers, must be aggregated over a minimum of a 12 month period.

Where ESPO / ESPO Clients contribute to the total value of a Contract, it is the
total Estimated Value that should be applied in determining the correct
procedures to be applied under these Rules.

Where there is any doubt as to the Estimated Value then the procedure for the higher
threshold in Rule 11 must be used.

RULE 11

Procurement Exercise Process

(a) Based on the Estimated Value, as identified in Rule 10, Table 1 below makes
provision for the minimum requirements for the subsequent Procurement Exercise.

In the case of a contract or framework agreement for Healthcare services (as defined

by Schedule 1 of the Health Care Services (Provider Selection Regime)

Regulations 2023), the Procuring Officer must seek the advice of a Procurement

Service Manager on a suitable Process to follow under these Regulations. If

Direct Award Process A, B, C or The Most Suitable Provider Process are

considered the most appropriate route to market, approval must be sought from
the Financial Controller.
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{a)(b) All contracts with an Estimated Value equal to or greater than the EU relevant
UK-threshold must be referred to the ESPO Procurement Teams prior to the
commencement of the Procurement Exercise. The ESPO Procurement Teams
shall advise the Procuring Officer on the appropriate route to market which may
include the use of ESPO framework agreements, Crown Commercial Services
framework agreements, etc.

{B)(c) Details of oral Quotations must be confirmed in writing.

{e)(d) These are total contract spend estimates equalling total contract value over the
term of the contract.
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Table 1: Minimum requirements for a Procurement Exercise (for exceptions see Rule 6)

written Quotations

supplier in the
invitation to quote
where appropriate
or applicable to the
Contract!.

Estimated Contract Value Minimum
Procurement Contract . Documentation
From (£) Up to (£) Process Opportunity
Publication
Obtain a minimum
£0 £,5,000 of one oral/written None Record details
Quotation
Record details. (If
three Quotations
cannot be obtained
a record of the
reasons for this
must be agreed in
consultation with the
When inviting appropriate
quotations officers | Procurement Service
) should consider the | Manager).
Se_:e!< to obtain a benefits of When invitin
Above £5,000 £25,000 minimum of 3 including a local quotations officers

should consider the
benefits of including
a local supplier in
the invitation to
guote where
appropriate or

applicable to the
Contract.

Up to but not
including

Seek written
Quotations

(to be based on a
Request for

Contracts Finder
and a website
approved by the

Request for
Quotation issued by

notifying the
supply market

uotation
Above £25,000 | £+77857 Q Director of ESPO the Procuring Officer
document where i
£179,087 practical) for the purpose of | and Quotations
notifying the received.
supply market.
For exceptions see
Rule 6 (b)
Relevant UK The UK e-
Threshold notification service Formal Tender and
where required, ]
; sealed bids should
Contracts Finder ] p
Goods/services: Formal Tender and on a website be submitted via an
* | Above electronic tendering
£179,087 Process approved by the
- system, see Rule 5
before VAT Director of ESPO (g) (ii).and Rule
£177,897 for the purpose of -

18(d

1 ESPO cannot give preference to local suppliers, as there are legislative constraints and such a policy would be
incompatible with Best Value. However, ESPO recognises that that there can be barriers limiting or restricting the
ability of smaller suppliers to compete for ESPO business. ESPO will seek to reduce the impact of such barriers,
where it can do so legally, without discrimination, and without placing unacceptable levels of risk on ESPO.
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Estimated Contract Value Minimum

Procurement Contract

From (£) Up to (£) Process gzgﬁgtt.ln‘;:‘y

Documentation

Works,

Concessions
and Utilities:
£4,477,175
before VAT

£4;447;447

Light touch
regime:
£552,950

* These are total contract spend estimates equalling total contract value over the term of the contract.
* All values are not inclusive of VAT, the Threshold figures inclusive of VAT can be used on a project by project
basis if it is deemed beneficial.
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RULE 12

Suitability Assessment and Award Evaluation Criteria

(a)

(b)

(©)

ESPO shall not include a pre-qualification questionnaire stage where the value of the
procurement is below the EU Threshold set out in Reg 5 (1) (c) of the Public
Contracts Regulations 2015. Below the EU Threshold only Suitability Assessment
Questions may be asked. A standard form of Suitability Assessment Questions must
be used.

In a Procurement Exercise with an Estimated Value equal to or greater than the EU
Threshold both selection and award criteria must be included. A Standard Selection
Questionnaire or the European Single Procurement Document must be used for the
selection criteria;

Selection criteria must be included in the evaluation process where applying the Open
Tendering procedure (Rule 15) or must be the only criteria used for the shortlisting
methodology where applying the Restricted procedure (Rule 16).

RULE 13

Award Methodology and Evaluation Criteria

(a)  The award criteria shall be based on the most economically advantageous Tender

(b)

from ESPO’s point of view. That Tender shall be identified on the basis of price or
cost, using a cost-effectiveness approach, such as Life Cycle Costing and may
include the best price-quality ratio which shall be assessed on the basis of the
criteria, such as qualitative, environmental and/or social aspects or any other
criteria linked to the subject-matter of the Contract in question.

When procuring Healthcare services, the five Key Criteria as stated in the Health Care

(b)

(c)

(d)

Services (Provider Selection Regime) Regulations 2023 must all be evaluated. These
are:

Quality and innovation
Value

Integration, collaboration, and service sustainability

Improving access, reducing health inequalities, and facilitating choice
Social value

Before a Contract can be awarded following an Open Tender procedure the supplier
must meet the minimum standard for the selection criteria included in the evaluation
process.

In the case of a Procurement Exercise with an Estimated Value of £25,000 or more
the process for identifying the most economically advantageous Tender, including
selection and award criteria, must be agreed in consultation with the appropriate
Procurement Service Manager/ESPO Client and included in the RFQ/Invitation to
Tender and a copy retained on file.

The Procuring Officer must notify all Tenderers of the award methodology and
evaluation criteria and any sub-criteria being used in the case of the Contract in
question. If weightings are to be applied to the criteria and any sub-criteria then the



113

Procuring Officer must ensure that these are also incorporated into the Invitation to
Tender.

RULE 14

Contract Opportunity Publication

(@

(b)

(©)

(d)

(e)

()

(9)

(h)

Unless otherwise agreed by the Director of ESPO the Procuring Officer must ensure,
for all Procurement Exercises with an Estimated Value of £25,000 or more but less
than the relevant EU Threshold, that public notice is given on a website approved by
the Director of ESPO for the purpose of notifying the supply market.

All Procurement Exercises within the Estimated Value of £25,000 or more must be
advertised on Contracts Finder within 24 hours of the time when the Procurement
Exercise is advertised in any other way. Procurement Exercises over the relevant EU
Threshold must be advertised on the UK e-notification service known as Find a
Tender Service (FTS) and on Contracts Finder.

For all proposed Contracts which are advertised where the Estimated Value is below
the EU Threshold, a period of at least ten working days should be allowed between
the date when an Invitation to Tender becomes available to all bidders and either:

(i) the deadline for receipt of Tenders where an Open Tendering procedure is being
used; or

(ii) the deadline for receipt of the Standard Selection Questionnaire or the European
Single Procurement Document, where a Restricted Tendering procedure is being
used.

The Contract Opportunity Publication must express the nature and purpose of the
Procurement Exercise, stating where further details may be obtained, how and to
whom an interested supplier is to respond and any other requirements such as
suitability requirements or explanatory information.

If the Estimated Value exceeds the relevant EU Threshold the Procuring Officer must
ensure that the Contract Opportunity Publication is first published on the UK e-
notification service known as Find a Tender Service (FTS) and then on a website
approved by the Director of ESPO for the purpose of notifying the supply market and
in Contracts Finder.

A Procurement Exercise that is equal to or more than the EU Threshold for Light-
Touch Services must be procured in compliance with Chapter 3, Section 7 of the
Public Contracts Regulations 2015.

Where a contract opportunity is equal to or greater than the EU Threshold a Contract
Opportunity Publication should not appear in any form before publication on the UK e-
notification service and neither should any advertisement contain any more
information than that published on the UK e-notification service known as Find a
Tender Service (FTS).

The advertising requirements set out in this Rule 14 are minimum requirements and
do not preclude further Contract Opportunity Publication where appropriate (e.g. in
the local newspaper, trade or professional journal, the ESPO website).
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PROCUREMENT PROCESS
RULE 15
Open Tendering

Under Open Tendering, the Procuring Officer must send Invitations to Tender to all those
Persons who respond to the Contract Opportunity Publication and who meet the
requirements stated therein. Where the opportunity has been advertised via the
electronic tendering system the Invitation to Tenders and all supporting documents must
be made available in the system for all interested parties to access subject to
confidentiality agreement where applicable.

RULE 16
Restricted Tendering

(a) Subject to Rule 16 (b), this Rule applies to Tenders where the Estimated Value is
equal to or exceeds the EU Threshold.

(b) Where the services being tendered are Light-Touch Services the Procuring Officer
may choose to use this Restricted Tendering procedure but is not required to.

(c) Under Restricted Tendering, the Procuring Officer need only send Invitations to
Tender to:

(i) not less than five of the Persons who respond to the Contract Opportunity
Publication and who best meet the shortlisting methodology agreed in Rule
12(c); or

(ii)  where fewer than five Persons have applied or are considered suitable, to all
those Persons who equal or exceed the minimum requirements for the
shortlisting methodology agreed in Rule 12(c).

(d) The shortlisting criteria and process must be prepared (in consultation with any ESPO
Client) in advance of the issue of the Standard Selection Questionnaire or the
European Single Procurement Document and a copy retained on file.

(e) All Persons that do not qualify for inclusion on the shortlist to receive an Invitation to
Tender must receive notice that they have been excluded from the Procurement
Exercise. Any Person requesting in writing the reasons why they were unsuccessful
shall be informed by the Procuring Officer of the reasons for ESPO/ESPO Client
decision.

RULE 17

Negotiated Procedure, Competitive Procedure with Negotiation, Competitive
Dialogue Procedure and Innovation Partnership Procedure
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The Negotiated Procedure, Competitive Procedure with Negotiation, Competitive Dialogue
Procedure and Innovation Partnership Procedure must only be used with the prior approval of
the Director of Law and Governance and the Director of Corporate Resources. Competitive
Procedure with Negotiation or Competitive Dialogue can only be used when criteria under PCR
Reg. 26(4) are met.

Rule 17A
Concession Contracts

Procuring Officers must only establish Concession Contracts with prior consultation of the
Director of Law and Governance and with the prior approval of the Director of Corporate
Resources in the case of above the EU threshold.

[Note: A short briefing note for the approval of the Director of Corporate Resources, in
consultation with the Director of Law and Governance, is required to justify: the use of the
Negotiated Procedure, Competitive Procedure with Negotiation, Competitive Dialogue
Procedure, Innovation Partnership Procedure or the procurement of a Concession Contract.]

RULE 18
Invitations to Tender

(a) Every Invitation to Tender must specify the latest day and hour and the place
appointed for the receipt of Tenders and must state the effect of Rule 19.

(b) Procuring Officers must give all Tenderers the same information about the
Procurement Exercise and in particular information relating to the tender process,
specification, award methodology and evaluation criteria and the terms and
conditions of the Contract or Framework agreement.

c) Procuring Officers must also give all Tenderers the same information relating to
questions, answers and clarifications raised during the Procurement Exercise unless
they relate solely to another Person’s Tender.

(d) All Procurement Exercises equal to or greater than £25,000 shall be handled via an
Electronic Tendering System where possible. Only in exceptional cases may a
Procurement Exercise be undertaken not using an Electronic Tendering System.
Paper Tenders must be submitted to, addressed to and opened by the Director of
ESPO.

(e) Where an Electronic Tendering System is not available and paper Tenders are to be
received by the Director of ESPO, the Procuring Officer must send to the Director of ESPO a
note of the subject and the closing date and time and (where appropriate) a list of the
Persons invited to tender together with the Estimated Value before the closing date for
receipt of Tenders.

RULE 19
Irregular Tenders

(a) An Irregular Tender must not be accepted by either the Director of ESPO or the
Procuring Officer, other than in accordance with this Rule.



(b)

(o)

(d)

(e)

(f

(9)

(h)
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A Tender is not valid unless it has been either submitted via an Electronic Tendering
System or in the case paper tenders delivered to the place appointed in accordance
with Rule 18 and not later than the appointed day and hour.

Tenders other than E-Tenders where the Estimated Value is equal to or greater than
£179,087 +77:897-are not valid unless they are received in a plain sealed envelope or
parcel addressed to the Director of ESPO. The envelope or package must bear the
word “Tender” followed by the subject to which it relates.

E-Tenders must be submitted in accordance with the requirements of the Electronic
Tendering System used.

Where a Tender has been received which is an Irregular Tender in that it does not
fully comply with the instructions given in the Invitation to Tender and/or because it
is received after the appointed time for receipt or does not comply with Rules 19(b)
or 19(c), the provisions of Rules 19(f) and 19(g) apply.

A Tender other than an E-Tender which is received after the closing date and time
can be opened and evaluated in accordance with Rule 20 if there is clear evidence of
it having:-

(i) been posted by first class post at least a day before the closing date; OR

(ii) been posted by second class post at least three days before the closing date;
OR

(iii)  been placed in the custody of a courier who has provided written assurance of
delivery prior to the closing date and time.

If in other cases of Irregular Tenders the Director of ESPO, in consultation with the
Director of Law and Governance, considers that there are exceptional circumstances
and that the Tenderer who submitted the Irregular Tender has gained no advantage
from its irregularity he or she may determine to accept the Irregular Tender and
authorise that it be opened and evaluated together with any other Tenders in
accordance with Rule 20. The Director of ESPO shall record in writing the reasons
why each Irregular Tender has been accepted or rejected.

Irregular Tenders that the Director of ESPO has rejected under this Rule must be
returned to the Tenderer by the Director of ESPO with a covering letter stating the
reason for their rejection.

RULE 20

Receipt and Opening of Tenders

(a)

(b)

Rule 20 (b) to (f) apply only to Tenders where the Estimated Value is equal to or
greater than ££177179,0897 and the Tender is not an E-Tender. Rule 20 (g) applies
to E-Tenders only.

On receipt of non-electronic Tenders, envelopes containing the Tenders must be date
and time stamped by the Director of ESPO and shall remain in his custody until they
are opened.

(c) The Director of ESPO must keep a record of all non-electronic Tenders received.
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(d) Tenders must be opened at one time in the presence of not less than two Officers one
of whom is not involved in the Procurement Exercise and who is designated by the
Director of ESPO. Each Officer must initial each Tender once opened which must also
be date stamped.

(e) Particulars of all Tenders opened must be entered by the Director of ESPO upon the
record which must be signed by the Officers present at the opening, together with a
note of all irregular Tenders.

(f) The Director of ESPO must forthwith send a copy of the record to the appropriate
Procuring Officer (with the Tenders) and must retain a copy himself.

(g) E-Tenders must be opened in accordance with the requirements of the Electronic
Tendering System used.

RULE 21
Errors or Discrepancies in Tenders

(a) Tenderers are not allowed to alter their Tenders after opening save in accordance
with this Rule or Rule 22.

(b) Where it is suspected that there has been an error in a Tender and following the
closing date for receipt of Tenders but before acceptance of any Tender discussions
may take place with Tenderers in order to:

(i) ensure that the Tender is constructed correctly; or
(ii) ensure that the Tenderer has fully understood the specification; or

(iii) seek clarification from Tenderers of cost, quality and performance indicators.

(c) A written note of the discussions must be made by the Procuring Officer to record the
suspected error, date, time, detail of the discussion and any agreement reached.

RULE 22
Discussions and Post Tender Negotiations

(a) In the case where the Estimated Value is below the EU Threshold, the Procuring
Officer in consultation with the appropriate Procurement Service Manager may carry
out Post Tender Negotiations with the Tenderer submitting the most competitive
Tender in an attempt to secure improvements in the price or economic advantage in
one or more of the following circumstances:

(i) where the most competitive Tender (according to the pre-determined award
methodology and evaluation criteria) submitted exceeds the Estimated Value;

(ii)  where it is considered that the price of the most competitive Tender submitted
does not represent the Best Value for money that can reasonably be obtained;

(iii)  where Tenders have been invited only on the basis of unit prices or a schedule
of rates and the lowest in aggregate is not the lowest on all items;
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(iv)  where the most competitive Tender contains conditions, trading terms,
guarantees, or provisions relating to performance or service delivery less
favourable than in other Tenders, or than stipulated for and this defect appears
capable of being remedied by Post Tender Negotiations.

(b) When conducting Post Tender Negotiations, the following additional rules shall apply:

(c)

(i) At no time during the negotiations must a Tenderer be informed of the detail of
any other Tender submitted or as to whether or not the Tender he submitted
was the lowest.

(ii) During negotiations in person there must always be present at least two Officers
or ESPO Client officers.

(iii) A note of the negotiations will be made by one of the officers referred to in the
proceeding rule present recording those present, the time and location of the
negotiations, detail of the discussion and any agreement reached.

(iv) Post Tender Negotiations shall not enable any material departure from the
published specification. The Director of Law and Governance shall determine
whether any proposed change to the specification constitutes a material
departure.

Post Tender Negotiations are not allowed in the case of Contracts with an Estimated
Value exceeding the relevant EU threshold. However, clarifications of errors or
discrepancies in Tenders may take place in accordance with Rule 21.

AWARD OF CONTRACT

RULE 23

Acceptance of Tenders

(a)

(b)

(o)

(d)

(e)

A Tender can only be accepted in accordance with the initial award methodology and
evaluation criteria as set out in Rule 13. Any evaluation sheets must be maintained
on file in accordance with Rule 33.

Any Tender with an Estimated Value of below £25,000 (where a Request for
Quotation or an Invitation to Tender is not used) may only be accepted with the prior
written approval of the Director of ESPO.

If the Tender to be accepted exceeds the budget which was agreed in accordance
with Rule 5(f) the Procuring Officer must ensure that sufficient funds are available
and approved by the ESPO Client, appropriate budget holder, Director of ESPO, or the
ESPO Management Committee as appropriate, prior to accepting the Tender.

Where an abnormally low Tender is submitted ESPO shall require the Tenderer to
explain in writing the price or costs proposed and may only reject the Tender where
the explanation is unsatisfactory. Where it is established that the Tender is low due to
breaches of environmental, social or labour law, ESPO must reject the Tender.

Subject to Rule 1, the Director of ESPO shall have the authority to accept a Tender
but in any particular circumstance may decline to give approval and refer the decision
to the ESPO Management Committee to determine.
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24

Notification of Contract Award

(a)

(b)

(©)

(d)

The Procuring Officer must notify the successful Tenderer of the acceptance of their
Tender and for all Procurement Exercises with an Estimated Value of £5,000 or more
this notification must be in writing.

In the case where the Estimated Value is £25,000 or more the Procuring Officer must
notify in writing all Tenderers who submitted a Tender of the decision as soon as
possible after the decision has been made.

Where a Contract with an Estimated Value of £25,000 or more is awarded ESPO must
publish information as required by the Public Contracts Regulations 2015 on
Contracts Finder within 90 calendar days of the date the Contract was awarded.

In the case where the Estimated Value is equal to or greater than the relevant EU
Threshold the following additional Rules will apply:

(i) The notice in rule 24 (b) shall include the award criteria, the reasons for the
decision, including the successful Tenderer’s score, the score (if any) of the
Tenderer receiving the notice, and the characteristics and (if appropriate)
relative advantages of the successful Tenderer’s Tender, any reasons why the
recipient of the notice did not meet the technical specification, the name of the
Tenderer awarded the Contract, as well as the date when the standstill period
required in accordance with Rule 24 (d) (ii) will come to an end.

(ii) A minimum period of 10 calendar days must elapse between the day of
sending the notice in Rule 24 (b) and the date on which ESPO/ESPO Client
enter into a Contract if the notice is sent electronically. Where the notice is
sent by other means then either 15 days from the day of sending the notice or
10 days from the day of receipt of the notice by the last Tenderer to receive
the notice must elapse. In all cases counting the day after sending the notice
as day 1. The standstill period must end on a working day.

(iii)  The Procuring Officer shall ensure that a UK e-notification service contract
award notice known as Find a Tender Service (FTS)is placed within 30 days of
the Contract award where required. In the case where Contracts are awarded
under the regime covering Light-Touch services or Dynamic Purchasing
System, award notices may be grouped together in accordance with regulation
74 for Light-Touch Services and regulation 50 (5) for Dynamic Purchasing
Systems.

(iv) For every Contract or Framework Agreement covered by the Public Contract
Regulations and every time a Dynamic Purchasing System is established, the
Procuring Officer shall draw up a written report in accordance with the
requirements outlined in regulation 84 of PCR.

(e) In the case of the Provider Selection Regime the relevant notification to awards

must be adhered to dependent on the route to market deemed most appropriate.
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RULE 25

Form of Contract

(a)

(b)

(o)

A Contract shall be formed:

(i) by exchange of letter or electronic communication accepting the successful
Tender and incorporating the Invitation to Tender or Request for Quotation and
the outcome of any subsequent negotiations and discussions; or

(ii) by completion of a formal Contract incorporating the Invitation to Tender or
Request for Quotation, the Tender or Quotation and the outcome of any
subsequent negotiations and/or discussions; or

(iii) by placing an order in accordance with Rule 26.

In determining and negotiating the terms and conditions of Contract, the Procuring
Officer must ensure that the appropriate Standard Terms and Conditions are
incorporated unless the Procuring Officer having consulted the Director of ESPO and
the Director of Law and Governance considers it inappropriate to do so.

All Contracts with an Estimated Value of £25,000 or more must be in writing and
where appropriate the Director of ESPO shall:

(i) ensure that the Contract includes a definition of the circumstances that will be
considered to constitute a default on the terms of the Contract by the supplier.
The Contract must provide for notice of default to be given to the supplier and
for any resulting losses to be recovered from the supplier if the default is not
rectified.

(ii) decide whether it is necessary to require suppliers to provide a Performance
Bond with a third party. The need for this will depend on an assessment of the
risk associated with the Contract or the supplier.

(iii) ensure that the Contract provides for the supplier to have insurance
policies, which can be inspected during the Contract period. The Director of ESPO
shall be consulted on the insurance requirements.

(iv) consult the Financial Controller on the appropriate VAT requirements.

-[Note: Insurance Levels (which may be amended for a specific Procurement
Exercise, where appropriate, and agreed by the Procuring Officer with the Servicing
Authority’s Insurance Manager):

o  [£10m] Employers’ liability (any one occurrence)*

o [£10m] Public Liability Insurance (any one occurrence)

o [£2m] Professional indemnity insurance (any one claim and in the aggregate)]
o  [£10m] Product liability insurance (any one occurrence and in the aggregate)]

o  [£2m] Cyber security insurance (any one claim and in the aggregate)]

*Employers’ liability insurance is only required for those organisations who employ
staff
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To vary the insurance levels for a particular Procurement Exercise approval must be
gained from the Servicing Authority’s Insurance Manager, or the ESPO Client
Insurance Manager as appropriate. ]

(iv)  consult the Director of ESPO on the appropriate VAT requirements.

[Note: Should any advice on VAT be required for a particular Procurement Exercise,
contact the Servicing Authority’s Technical Accountant - Taxation Co-ordinator]

(d) Every written Contract must be signed (by electronic means or otherwise) by the
Director of ESPO or an Officer designated and in cases determined by the Director of
Law and Governance or where otherwise required in law, shall be under the Common
Seal of the County Council in a form prepared or approved by the Director of Law and
Governance.

(e) Except after consultation with the Director of Law and Governance, works or services
must not be authorised to commence or goods to be supplied where such works,
services or goods are to be the subject of a Contract under seal until the Director of
Law and Governance has advised that the Contract has been signed by the supplier.

(f) The Procuring Officer shall comply with the General Data Protection Regulation
(GDPR) and Data Protection Act 2018 requirements and shall include in the contract
appropriate provisions.

(g) The Procuring Officer shall ensure the contract includes a Right to Audit Clause.

RULE 25A
Contract Management

(a) The Procuring Officer shall advise the Procurement Service Manager who shall
immediately upon completion of every Procurement Exercise;

(i) In respect of contracts having a value of less than
£25,000 and where the Electronic Tendering System has not been
used, enter the Contract details in the ESPQO’s contracts register;
(ii ) In respect of contracts of whatever value handled via the Electronic
Tendering System the Procuring Officer shall ensure that the details of
the Contract are published in the ESPQO’s contracts register.

(b) All contracts shall be managed in accordance with these Rules and the ESPQO’s
contract management toolkit which can be found in the ESPO Procurement &
Compliance area of the ESPQ’s intranet.

(c) The authorised officer or Contract Manager responsible for the
management of the Contract shall:

0] Obtain prior approval in accordance with Rule 30 before proceeding to
authorise (in writing) any modification/extension to the Contract;

(i) Ensure all documentation is uploaded to the ESPQO’s Contracts
Register;
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(iii) Ensure that a record is kept of all certificates and instructions
issued under the Contract;

(iv) Keep documents in support of each payment showing how the payment
amount has been valued and maintain a record of all such payments
including any professional fees;

(V) Prior to the contract renewal notice period for a contract, consult the
relevant Procurement Service Manager to review opportunities for
contract negotiations for favourable contract terms;

(vi) Before terminating any contract and in particular for breach,
consult the Director of Law and Governance;

(vi)  Resolve all contractual matters and contractual claims, and issue any final
account and final certificate in accordance with the terms of the Contract,
taking advice from the Director of Law and Governance.

RULE 26

Orders for work, goods and services

Orders for work, goods and services must only be placed in accordance with
Instruction 8 of the Standard Financial Instructions.

STANDING LISTS

RULE 27

Standing Lists

(@)

(b)

(c)

(d)

(e)

()

Standing Lists must not be created or added to without the prior written approval of
the Director of ESPO in consultation with the appropriate Procurement Service
Manager.

The Procuring Officer must not use a Standing List where the Total Value of Contracts
to be awarded using the Standing List is estimated to exceed the relevant EU
Threshold.

The Standing List must contain the names of all Persons who are approved and
indicate the categories of Contract and the values or amounts in respect of those
categories for which those Persons are approved.

At least four weeks before a list is first compiled, the Procuring Officer must publish
on a website approved by the Director of ESPO for the purpose of notifying the supply
market, a Contract Opportunity Publication inviting applications by a specified date
for inclusion in it.

The Procuring Officer must renew all Standing Lists at intervals not exceeding four
years. At least four weeks before each renewal, each Person whose name appears in
the list must be notified by the Procuring Officer of the intention to review the list. If
they wish to remain on the list they must re-apply for inclusion. The Procuring Officer
must ensure that the Contract Opportunity Publication inviting applications for
inclusion in the list are published in the manner provided by Rule 27(d).

In the case where the use of a Standing List has been authorised the Procuring
Officer must send Invitations to Tender to not less than four of the Persons from
among those approved for a Contract of the relevant category and amount or value.
Where fewer than four Persons are approved for a Contract of the relevant category
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and amount or value Invitations to Tender shall be sent to no fewer than three
Persons. Where there are fewer than three Persons the procedure for Standing Lists
must not be used unless the appropriate Procurement Service Manager advises
otherwise.

The Procuring Officer in consultation with the appropriate Procurement Service
Manager shall determine the criteria for selecting Persons from the list.

In such circumstances as the Director of ESPO shall determine, the Procuring Officer
shall provide such information as shall reasonably be necessary of the extent to which
Standing Lists have been utilised.

FRAMEWORK AGREEMENTS

RULE 28

Framework Agreements

(a)

(b)

(©)

(d)

The Procuring Officer must establish all Framework Agreements in accordance with
these Rules.

Framework Agreements must not be awarded for more than 4 years, including any
extensions without the prior written consent of the Director of ESPO following
consultation with the Director of Law and Governance.

All suppliers on the Framework Agreement capable of performing the Contract must
be invited to participate in a Further Competition unless it is clear from the terms of
the Framework Agreement which supplier best meets the award methodology set out
in the Framework Agreement in which case that supplier may be selected provided
the Procuring Officer can demonstrate value for money. Direct Award on frameworks
must be first discussed with a relevant Procurement Service Manager before
proceeding if the value exceeds the threshold.

Additional suppliers may only be added to a Framework Agreement throughout its
duration in circumstances where:

(i) the Estimated Value is below the EU Threshold;

(ii) the services tendered are Light-Touch Services to which the full regime of the
Public Contracts Regulations 2015 is not considered to apply

(iii) the services tendered are Healthcare services to which the Health Care Services (Provider

Selection Regime) Requlations 2023 apply:

(iii) and in either case ((i) or (ii) above) provided that the Invitation to Tender states:

(aa) that new suppliers may be added to the Framework Agreement and;

(bb) how many suppliers can apply to be added to the Framework Agreement
and;

(cc) that the same evaluation criteria and award methodology are applied when
deciding whether to award a place on the Framework Agreement to new
suppliers as were applied at the time of the original award.
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(e) Each use of a Framework agreement either by call off or direct award must be
included on the ESPO Contracts Register within 30 days of award.

RULE 29
Dynamic Purchasing Systems
The Procuring Officer must only establish Dynamic Purchasing Systems with the prior

written approval of the Director of ESPO and in accordance with the requirements of the
Public Contracts Regulations 2015 and these Rules where appropriate.

CONTRACT AMENDMENTS
RULE 30

Contract Modifications and Extensions
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Modifications

What is the Modification?

What approval is required?

30a)

Where the contract modification meets

Modification form must be completed
outlining the full reasons for the

all the following:

i) Modification value is below
£179,087 (ex VAT) - this value
shall be net cumulative of all
modifications to the contract.

ii) Modification value is within 10%
greater or lesser of the original
contract value.

iii) Does not alter the overall nature of

request and the need for a
modification

All approvals need authorisation from
the Director of ESPO, on the advice of
the Procurement Service Manager.

In addition:
e Where the value exceeds £25,000,

the original contract.

or

Where the contract modification meets

involvement required of the
Contract Manager to ensure value
for money is attained.

e Where the maodification is equal to

all the following and was procured
under the provider selection regime:

or exceeds £100,000 the
modification must be approved by

i) Modification value is below
£500,000 (ex VAT) - this value
shall be net cumulative of all

the Financial Controller.

Prior to any modification being agreed

modifications to the contract.

which would result in an increase in

i) Modification is 25% greater or | the Total Value of the Contract the
lesser the original contract Procuring Officer must ensure that
value. sufficient additional budget provision

iii) Does not alter the overall
nature of the original contract.

has been approved by the budget
holder.

30(b)

Where the contract modification meets

Modification form must be completed
outlining the full reasons for the

all the following:
i) Modification value is below

£25,000
ii) Modification value is above 10%

request and the need for a
modification

Approval needs authorisation from the

greater or lesser the original

Director of ESPO, on the advice of the

contract value.
iii) The overall contract value
including this modification does

Procurement Service Manager.

Prior to any modification being agreed

not exceed £179,097 (ex VAT).

which would result in an increase in

iv) Does not alter the overall nature

the Total Value of the Contract the

of the original contract.

Procuring Officer must ensure that
sufficient additional budget provision
has been approved by the budget
holder.

30c)

All other contract modifications.

Madification form must be completed
outlining the full reasons for the
request and the need for a
modification.
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Modification approval needs
authorisation from the Director of
ESPO, on the advice of the
Procurement Service Manager and
authorisation from the Director of
Corporate Resources and the Director
of Law and Governance.

In addition:

e Where the value exceeds £25,000,
involvement required of the
Contract Manager to ensure value
for money is attained.

The approved form must be retained in
the appropriate file.

Prior to any modification being agreed
which would result in an increase in
the Total Value of the Contract the
Procuring Officer must ensure that
sufficient additional budget provision
has been approved by the budget
holder.

Extensions

What is the Extension?

What approval is required?

30d)

Where a Contract Extension has been

Extension form must be completed
outlining the full reasons for the

provided for both in the Initial
Procurement Documents and in the
Contract in clear and precise terms.

request to extend the contract.

Approval needs authorisation from the

Or

Where the Contract Extension

i) Value is below £179,087
177.897-(ex VAT) - this value
shall be net cumulative of all
extensions to this contract.

ii) Value is within 10% up of the
original contract value.

iii) Does not alter the overall nature

Director of ESPO in consultation with
the Procurement Service Manager .

In addition:

e Where the value exceeds
£25,000, involvement required
of the Contract Manager to
ensure value for money is
attained.

The approved form must be retained in

of the original contract.

the appropriate file.

Prior to any extension being agreed
the Contract the Procuring Officer must
ensure that sufficient additional budget
provision has been approved by the

budget holder.

30e)

All other Contract Extensions

Extension form must be completed
outlining the full reasons for the
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request and the need for an extension
to the contract.

Approval needs authorisation from the
Director of ESPO, on the advice of the
Procurement Service Manager.
Authorisation from the Director of
Corporate Resources and the Director
of Law and Governance.

In addition:

e Where the value exceeds
£25,000, involvement required
of the Contract Manager to
ensure value for money is
attained.

The approved form must be retained in
the appropriate file.

Prior to any extension being agreed
the Contract the Procuring Officer must
ensure that sufficient additional budget
provision has been approved by the
budget holder.

RULE 31

Novation of Existing Contracts

The novation of a Contract to a new Person irrespective of value requires the prior written
approval of the Director of ESPO in consultation with the Director of Law and Governance.

RULE 32

Early Termination of Contracts

Unless a provision for early termination is clearly stated in the Contract the Procuring
Officer shall seek advice from the Director of Law and Governance where it is intended to
terminate a Contract early. Where the Total Value of the Contract is equal to £179,087
£177:897-or more the prior written approval of the Director of ESPO shall also be

obtained.

MISCELLANEOUS PROVISIONS
RULE 33

Document Retention
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(a) All Contract records that might be required in court proceedings must be retained for
at least six years and any under seal for at least twelve years from expiry of the
Contract.

(b) Where the Contract is externally funded any contingent liabilities and/or grant
conditions must be taken account of by the length of the retention period.

RULE 34
Supervision of Contracts by Third Parties

(a) The Procuring Officer shall ensure that it is a condition of any Contract between ESPO
and any Person (not being an Officer of ESPO) who is involved in a Procurement
Exercise or the management of a Contract on behalf of ESPO that in relation to that
Contract he or she must comply with the requirements of these Rules and other
reasonable requirements of ESPO.

(b) Such Person must:

(i) at any time during the carrying out of the Contract produce to the Director of
ESPO or his representative or an officer with delegated authority or ESPO
Auditor on request all records maintained by him or her in relation to the
Contract; and

(i) on completion of the Contract transmit all records to the Director of ESPO or an
officer with delegated authority.

RULE 35
Nominated Sub-Contractors and Suppliers

(a) Where a sub-contractor or supplier is to be nominated by ESPO/ESPO Client to a
main contractor, the provisions of these Rules shall have effect.

(b)  The terms of an Invitation to Tender under Rule 18 must require an undertaking by
the Tenderer that, if selected, they will be willing to enter into a Contract with the
main contractor on terms which indemnify the main contractor against their own
obligations under the main Contract in relation to the work, supplies or services
included in the sub-contract.
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SCHEDULE 1
Interpretation

1. “Best Value” means the duty of ESPO to secure continuous improvement in the way in
which its functions are exercised, having regard to a combination of economy, efficiency
and effectiveness.

2. The “Chief Executive” is the Chief Executive Officer of the Servicing Authority,
Leicestershire County Council.

3. “Concession Contract” means a works concession Contract or services concession Contract
for a pecuniary interest concluded in writing by means of which the concessionaire is
entrusted to execute works or provide and manage services (other than the execution of
works) to one or more economic operators, the consideration for which consists either
solely in the right to exploit the works or the services that are the subject of the Contract
or in that right together with payment; and that meets the requirements of Regulation
3(4) of the Concession Contracts Regulations 2016 (CCR 2016).

Regulation 3(4) of the CCR 2016 further defines the necessary characteristics of the
arrangement for the purposes of the regime, which are:

(i) the award of the Contract must transfer to the contractor the operating
risk in exploiting the works or services encompassing demand or supply
risk or both; and

(ii) the part of the risk transferred to the concessionaire involves real
exposure to the vagaries of the market, such that any potential estimated
loss incurred by the concessionaire is not merely nominal or negligible.

4. “Concession Contracts Regulations 2016” means the Concession Contracts Regulations
2016 as amended, consolidated, extended, re-enacted or replaced. These Regulations
implement Directive 2014/25/EU of the European Parliament and of the Council on Public
Procurement.

5. “Contract” means a binding agreement between two or more parties for performing, or
refraining from performing, some specified act(s) in exchange for lawful consideration.

6. “Contract Extension” means an extension to the duration of the Contract, but not including
any alteration to the scope of the Contract.

7. “Contracts Finder” means the web-based portal provided for the purposes of Part 4 of the
Public Contracts Regulations 2015.

8. “"Contract Manager” means an Officer responsible for the administration and management
of the Contract.

98."Contract Opportunity Publication” is the means by which a Procurement Exercise is
advertised and includes (where appropriate) the ‘Contract Notice’ and Contracts Finder as
defined in the Public Contract Regulations 2015.

109. “Contract Modification” means an alteration to the scope of the Contract, but not the
extension of the duration of the Contract.10. “"Council” means Leicestershire County
Council.

116. “Council” means Leicestershire County Council.
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12.+ “Direct Employee: a person who works as an employee of ESPO and is paid a salary by
it, rather than being employed through an agency or other third party”.

132. The “Director of Corporate Resources” is the Director of Corporate Resources of the
Servicing Authority, Leicestershire County Council, except in the case of a procurement
exercise conducted exclusively for an ESPO Client other than the Servicing Authority,
where the advice or authority required under these Contract Procedure Rules has been
obtained from the equivalent officer(s) of that ESPO Client.

143. The “Director of ESPQ” is the Director of ESPO

154. The “Director of Law and Governance” is the Director of Law and Governance of the
Servicing Authority, Leicestershire County Council, except in the case of a procurement
exercise conducted exclusively for an ESPO Client other than the Servicing Authority,
where the advice or authority required under these Contract Procedure Rules has been
obtained from the equivalent officer(s) of that ESPO Client.

165. “Dynamic Purchasing System” means a completely electronic process, which has a
limited duration, for making commonly used purchases, as more particularly defined and
described in the Public Contract Regulations 2015.

176. “Electronic Tendering System” means an electronic tendering system approved in
accordance with Rule 5 (g) (ii).

187. The "ESPO Management Committee” is a joint committee appointed by ESPO’s member
authorities with the purpose of managing ESPO in accordance with Section 102 of the
Local Government Act 1972. The committee comprises an equal number of elected
members from each member authority.

198. “ESPO Client” means one or more ESPO member authorities and/or other contracting
authorities, for which ESPO is managing a procurement process.

2019. “Estimated Value” means the value as estimated under Rule 10.

218. “EU Threshold” means the respective threshold for Services, Supplies, Works or Light-
Touch Services contracts referred to in the Public Contract Regulations 2015 and the
Concession Contracts Regulations 2016.

22+. “E-Tender” means a Tender that has been submitted using an Electronic Tendering
System.

232%+."Formal Tender Process” is a process following the requirements of Open Tendering,
Restricted Tendering, Standing List, Negotiated Procedure, Competitive Procedure with
Negotiation, Competitive Dialogue or Innovation Partnership Procedure and Formal
Tender shall be construed accordingly.

243.“"Framework Agreement” is a general term for agreements with suppliers which set out
terms and conditions under which specific purchases (call-offs) can be made throughout
the term of the agreement. The Framework Agreement may, itself, be a contract to
which the EU procurement directive and Public Contracts Regulations 2015 apply_or the
Health Care Services (Provider Selection Regime) Requlations 2023.

254. A “Further Competition” is undertaken where not all the terms of a proposed Contract
are laid down in a Framework Agreement. It involves re-opening competition between
the economic operators which are parties to the Framework Agreement and which are
capable of performing the proposed Contract, on the basis of the same or, if necessary,
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more precisely formulated terms, and where appropriate other terms referred to in the
Contract documents based on the Framework Agreement.

265. “Invitation to Tender” means the document(s) containing the specification, proposed
terms and conditions and other appropriate information as issued to the Tenderers to
solicit Formal Tenders.

276."Irregular Tender” means a Tender that does not fully comply with the instructions given
in the Invitation to Tender.

28%.“Life-Cycle Costing” means all or part of the following costs over the life-cycle of a
product, service or works, to the extent that they are relevant:

(i) Costs of acquisition,

(i) Costs of use, such as consumption of energy and other resources,
(iii) Maintenance costs,

(vi) End of life costs, such as collection and recycling costs,

(v) Costs imputed to the environmental externalities linked to the product, service
or works during its life cycle, provided their monetary value can be determined and
verified. These costs may include the cost of emissions of greenhouse gases and of
other pollutant emissions and other climate change mitigation costs.

298. “Light-Touch Services” means those services referred to in regulation 74 and Schedule 3
of the Public Contracts Regulations 2015.

3029. “Officer” means an employee of ESPO.
318."“Person” includes a partnership, body corporate or unincorporated association.

321.“Post Tender Negotiations” means the ability to negotiate with a Tenderer after a Tender
has been opened and evaluated in accordance with the published evaluation criteria for
the purposes of securing an improvement in the delivery of the Contract including but
not limited to improvements in price.

332.“Procurement Exercise” means any process by which goods, services and/or works are to
be procured including but not limited to Request for Quotations and Formal Tender
Processes. For the purpose of these Rules a Contract for a Concession, a contract via a
Framework Agreement/Dynamic Purchasing system shall be treated as a Procurement
Exercise.

343.“Procuring Officer” means any Officer, acting under the delegated powers of the Director
of ESPO, who is responsible for the procurement of goods and services.

354.“Procurement Service Manager” is the most senior Procurement Officer within an ESPO
Category Team, and is responsible for managing the team.

365. “Provider Selection Regime” means a set of rules for procuring health care services in
England by organisations termed relevant authorities The Provider Selection Regime (PSR) came
into force on 1 January 2024.

376."Public Contracts Regulations 2015” means the Public Contracts Regulations 2015 as
amended, modified, consolidated, extended, re-enacted or replaced. These Regulations
implement Directive 2014/24/EU of the European Parliament and of the Council on Public
Procurement.
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38%.“Quotation” means an offer to sell works, goods and/or services at a stated price under
specified conditions. A Quotation may or may not be written.

398.“"Request for Quotation” ("RFQ"”) means a document or documents containing the
specification, and proposed terms and conditions issued to potential suppliers to solicit
written Quotations.

4039. “Standard Terms and Conditions” means the standard contractual terms used by ESPO,
including those attached to iprocurement orders (or orders generated by ‘line of
business’ systems, those included in Request for Quotation templates, and standard
industry terms.

410."Standard Selection Questionnaire” means a questionnaire that complies with the Crown
Commercial Service statutory guidance relating to Standard Selection Questionnaires.

42%.“Standing List” means a list of Persons which has been established in accordance with
Rule 27.

432.“Suitability Assessment Question” means a question which relates to the subject matter
of the procurement and is proportionate and which ESPO requires for assessing the
Tenderers suitability.

443.“Tender” means the formal offer from a Tenderer, which is capable of acceptance by
ESPO/ESPO Client, which is a response to an Invitation to Tender. It shall include all
documents comprising the submission including pricing, technical specification and
method statements as well as information about the Tenderer. A written Quote or
Quotation is also a Tender. The term “Tender” also includes an E-Tender except where
the context implies otherwise.

454, “Tenderer” or “Tenderers” means the Person or Persons invited to participate in a
Procurement Exercise.

465. "Total Value” means the value of a Contract which has been calculated in accordance
with Rule 10(b) reading where appropriate Total Value for Estimated Value.

474 “UK e-notification service” known as “FTS” (Find a Tender Service) is defined in the
Public Contract Regulations 2015 (as amended)

487.“In writing” or “written” for the purpose of interpreting these Rules includes transmission
by any electronic means which have been approved by the Director of Law and
Governance in consultation with the Director of Corporate Resources.

496. Words imparting the masculine include the feminine gender.

2]
o

“Rule(s)” means these Contract Procedure Rules as may be amended from time to time.

[end of Contract Procedure Rules]
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ESPO Contract Procedure Rules

ESPO is the trading name of a joint committee of local authorities, the county councils of
Leicestershire, Lincolnshire, Cambridgeshire, Norfolk, Warwickshire, and the city council of
Peterborough (the "member authorities”) established under the Local Government Act
1972 (section 101 (5) and section 102) and section 9EB of the Local Government Act
2000. Through Leicestershire County Council and in accordance with an agreement
between the member authorities (the “Consortium Agreement”) the joint committee
procures services and goods which it supplies to member authorities and other contracting
authorities, as defined in the Public Contracts Regulations 2015, using powers to trade
under the Local Authorities (Goods & Services) Act 1970 and powers to make a charge to
recover its costs under section 3 of the Localism Act 2011 and section 93 of the Local
Government Act 2000.

Separately, a private company, ESPO Trading Limited, has been granted a licence to use
the trading name “ESPO”. However, ESPO Trading Limited will not be operated under the
Consortium Agreement, but in accordance with its own constitution. It will be a separate
legal person, distinct from the joint committee and its member authorities.

These Contract Procedure Rules apply in the circumstances described in Rule 4; however,
they do not apply to ESPO Trading Limited, its procurement or other activities.

GENERAL
RULE 1
Compliance

(a)  Officers must comply with these Rules. Failure to do so may result in
disciplinary action.

(b) If a decision does not fall within Appendix 4 to Schedule 1: Functions of, and
Delegations to the Director of ESPO, the decision can be escalated to the
Director of ESPO, the decision can be escalated to the Chief Officers Group or
Management Committee

(c) Sale of council assets are not part of these rules. They are covered by Rule 25
Purchasing and income collections and Rule 26 Inventories and assets of the
Financial Procedure Rules (Part 4F), Leicestershire County Council’s
Constitution.

RULE 2
Delegation

The Director of ESPO may delegate his responsibilities under these Rules in accordance
with Rule 6 of Section D (General scheme of delegation to heads of departments) of Part 3
(Responsibility for Functions) of the Servicing Authority’s Constitution.
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RULE 3

Interpretation

Words and expressions used in these Rules are to be interpreted in accordance with the
provisions of Schedule 1.

RULE 4
Application

These Rules apply to the procurement of every Contract made by Leicestershire County
Council, trading as ESPO ("ESPQO”) on behalf of the management committee or Director of
ESPO, and every Contract procured on behalf of and made by an ESPO Client EXCEPT
Contracts:

(i) for only the acquisition or disposal of any interest in land;
(ii) for the lending or borrowing of money;
(iii) of employment (making an individual a direct employee of ESPO); or

(iv) procured on behalf of and made by an ESPO Client that has agreed that the
procurement of the Contract shall be conducted in accordance with its own contract
procedure rules.

(v) for financial services in connection with the issue, sale, purchase or transfer of
securities or other financial instruments within the meaning of Directive 2004/39/EC
of the European Parliament

PROCUREMENT PRINCIPLES
RULE 5
General Requirements

(a) Every Contract or official order for works, supplies or services made by ESPO shall be
in accordance with ESPQO's Business Strategy and duty of Best Value.

(b) When proposing to procure or making arrangements for procuring a service contract
where the Estimated Value is equal to or greater than the EU Threshold then
consideration must be given as to how the Contract might improve the economic,
social and environmental wellbeing of the relevant area as required by the Public
Services (Social value) Act 2012.

(c) Where the services are Light-Touch Services the threshold for Contracts for public
supply or services Contracts applies for the purposes of the Social Value Act, being
the sum specified in Regulation 5 (1) (d) of the Public Contracts Regulations 2015.

(d) Where the services are required to be procured under The Health Care Services
(Provider Selection Regime) Regulations 2023, Social Value will need to be
considered regardless of the estimated contract value.
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(d) Procedures set out in the relevant EU Retained law Acts of Parliament and UK
legislation (including for the avoidance of doubt the Public Contracts Regulations
2015, the Concession Contracts Regulations 2016, the Health Care Services (Provider
Selection Regime) Regulations 2023 and where applicable the Public Contracts
Regulations 2006) must be complied with at all times.

(e) Based on criteria laid down by the Director of Corporate Resources, the Director of
ESPO will be responsible for evaluating the financial status of Tenderers and

suppliers.

(f) The Procuring Officer/ESPO Client must ensure that sufficient budget provision has
been agreed with the budget holder prior to any Procurement Exercise being

undertaken.

(g) Procurement Exercises should usually be undertaken by electronic means provided

that:

(i) the requirements of these Rules are followed with only such modifications as
may be necessary to allow for procurement by such means; and

(i)  any electronic tendering system has been approved by the Director of ESPO.

(h) Subject to the provisions of Rule 28 (b) Contracts shall not be longer than 5 years
(including extensions) in duration or of indeterminate length without the prior written
approval of the Director of ESPO on advice of the appropriate Procurement Service
Manager. Any such approval shall be sought prior to the commencement of the

Procurement Exercise.
RULE 6

Exceptions

What is the Exception?

What approval is required?

6a) Direct purchase for supplies,
materials, services or works which are
available only as proprietary and/or
patented articles, services or works
from one contractor or supplier where
there is no reasonably satisfactory
alternative available in the UK and for
repairs (to maintain warranties) to, or
the supply of, parts of existing
proprietary or patented articles or
works, including machinery or plant.

Exception form must be completed outlining the full
reasons for the request and the need for an exception.

Approval needs authorisation from the Director of
ESPO, on the advice of the Procurement Service
Manager.

In addition:
¢ Where the contract value/ exception is equal to
or exceeds £100,000 the exception must be
approved by the Financial Controller.

e Where the contract value/ exception is equal to
or exceeds £179,087 a copy of the exception
form and reasons must be authorised by the
Director of Corporate Resources and the Director
of Law and Governance.

Where the contract value/ exception is below £25,000
Rule 11 can apply.
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The approved form must be retained in the appropriate
file.

6b) Direct purchase without
advertising of works of art, museum
specimens or historical documents.

Exception form must be completed outlining the full
reasons for the request and the need for an exception.

Approval needs authorisation from the Director of
ESPO, on the advice of the Procurement Service
Manager.

In addition:
e Where the value exceeds £25,000, involvement
required of the Contract Manager to ensure value
for money is attained.

e Where the contract is equal to or exceeds
£179,087 a copy of the exception form/note and
reasons must be authorised by the Director of
Corporate Resources and the Director of Law and
Governance.

The approved form must be retained in the appropriate
file.

6¢) Direct purchase for the following
social care services provided that the
Estimated Value of such services does
not exceed the UK threshold for Light-
Touch service contracts:

i.) residential placements sought for an
individual with a registered care
provider of their choice;

ii.) supported living services sought for
an individual with an appropriate care
and support provider of their choice
under the National Health Service and
Community Care Act 1990 and Care
Act 2014;

iii.) social care packages managed by
or on behalf of individual clients under
the personalisation agenda;

iv.) where certain needs of an
individual (either an adult or a child)
require a particular social care
package, which is only available from a
specific provider in the opinion of the
appropriate Chief Officer.

v.) residential placements sought for
an individual under the Shared Lives
scheme (or any equivalent scheme).

Exception note must be completed outlining the full
reasons for the request and the need for an exception.

Approval needs authorisation from the Director of
ESPO, on the advice of the Procurement Service
Manager.

In addition:
¢ Contract Manager should be consulted to ensure
value for money is attained.

The approved note must be retained in the appropriate
file.

In each case the Director of ESPO must ensure that the
provider meets the relevant national minimum
standards legislative or otherwise, (for example those
standards set by the Care Act 2014, OFSTED and HMI)
and Contract Procedure Rules that a record of the
reasons for the choice of provider is maintained on the
individual’s case notes as well as submitting to the
relevant Procurement Service Manager justification and
evidence for exception placements.

A record of the annual cumulative expenditure with
each provider will be maintained by each directorate
and made available for audit.

6d) Direct purchase for those
unforeseen emergencies, where
immediate action is required to fulfil

Exception form must be completed outlining the full
reasons for the request and the need for an exception.
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the Council’s statutory obligations Approval needs authorisation from the Director of
under the Civil Contingencies Act 2004 | ESPO, on the advice of the Procurement Service
Manager.
In addition:

e Where the value exceeds £25,000, involvement
required of the Contract Manager to ensure value
for money is attained.

e Where the contract is equal to or exceeds
£179,087 a copy of the exception form and
reasons must be authorised by the Director of
Corporate Resources and the Director of Law and
Governance.

The approved form must be retained in the appropriate
file.

6e) Other exceptions to these Rules Exception form must be completed outlining the full
reasons for the request and the need for an exception.

Approval needs authorisation from the appropriate Chief
Officer, on the advice of the Commercial Specialist.

In addition:
e Where the value exceeds £25,000, involvement
required of the Contract Manager to ensure value
for money is attained.

e Where the contract is equal to or exceeds
£100,000 the exception must be authorised by
the Financial Controller and also;

¢ Where the contract is equal to or exceeds
£179,087 a copy of the exception form and
reasons must be also authorised by the Director
of Corporate Resources and the Director of Law
and Governance along with the Executive and
Leader or Deputy Leader where the Leader is not
practical. The requesting department is
responsible for ensuring Cabinet approval is
sought.

The approved form must be retained in the appropriate
file.

RULE 7
Financial Thresholds and Delegation

(a) Financial limits and thresholds within these Rules may be varied from time to time by
the Servicing Authority’s Corporate Governance Committee.

(b) Arrangements for delegation of functions to officers within these Rules may be varied
from time to time by the Chief Executive.
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Annual

RULE 9
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Reporting

The Director of ESPO in consultation with the Director of Law and Governance shall at
least once in each financial year submit a report to the ESPO Management Committee
in relation to the operation of these Rules including among other things details of the
approved exceptions to these Rules and approved extensions to Contract where not
provided for in the Contract, and proposed revisions to these Rules and/or changes
required to accommodate the requirements of UK and EU procurement law as may be
necessary from time to time.

An annual summary of the number of contracts awarded using the Provider Selection
Regime, in the year to which the summary relates where Direct Award Process A,
Direct Award Process B, Direct Award Process C, the Most Suitable Provider Process
or the Competitive Process was followed.

Prevention of Corruption / Conflict of Interest

(a)

(b)

The Employee Code of Conduct (Part 5b of the Servicing Authority’s Constitution)
applies to any Procurement Exercise.

The following clause, or a clause that is substantially similar, will be included as a
standard term and condition in every written Contract in accordance with Rule 25(c):

"ESPO/ [ESPO Client] may terminate this Contract and recover all its loss from the
Contractor if the Contractor, its employees or anyone acting on the Contractor's
behalf do any of the following things:

() offer, give or agree to give to anyone any personal inducement or reward in
respect of this or any other ESPO/[ESPO Client] Contract (even if the
Contractor does not know what has been done); or

(i) commit an offence under the Bribery Act 2010 or give any fee or reward, the
receipt of which is an offence under Section 117(2) of the Local Government
Act 1972; or

(iii)  commit any fraud in connection with this or any other ESPO/ESPO Client
Contract whether alone or in conjunction with contractors or employees.

Any clause limiting the Contractor's liability shall not apply to this clause".

(c) ESPQO’s Supplier Code of Conduct applies to any Procurement Exercise.

RULE 9

A

Counter Terrorism and Security Act 2015

Where appropriate, the Contract shall make appropriate provision for information sharing
between the Contractor and ESPO in line with the General Data Protection Regulation (GDPR)

and the
staff tra

Data Protection Act 2018, and/or such other measures as are appropriate, such as
ining, to support the Servicing Authority in meeting its duty under section 26 of the

Counter-Terrorism and Security Act 2015 to have due regard to the need to prevent people

from be

ing drawn into terrorism.
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PROCUREMENT EXERCISE

RULE 10

Pre-Estimate

(a) Before any Procurement Exercise is begun the Procuring Officer must calculate its
Estimated Value in accordance with this Rule. The estimated value for the
Procurement must not be subdivided for the purpose of reducing the total value of
the contract for multiple procurements.

(b)

()

The Estimated Value shall be calculated as follows:

(i)

(ii)

(iii)

(iv)

(V)

(vi)

(vii)

Where the Contract period is fixed the Estimated Value shall be the total
estimated maximum value of the supplies, services or works to be supplied
over the period covered including any extensions to the Contract;

Where the Contract period is indeterminate the Estimated Value shall be
calculated by multiplying the estimated average monthly value by 48;

For feasibility studies the Estimated Value shall include the value of the study
and any subsequent contracts which may be awarded to the same supplier as a
result where this is known;

For Concession Contracts the Estimated Value shall be the estimated financial
value to the supplier that shall be made over the duration of the Contract, net
of value added tax.

The Estimated Value must exclude Value Added Tax (VAT) but must include all
other taxes and duties.

Periodic purchases for the same requirement, whether that is from the same or
different suppliers, must be aggregated over a minimum of a 12 month period.

Where ESPO / ESPO Clients contribute to the total value of a Contract, it is the
total Estimated Value that should be applied in determining the correct
procedures to be applied under these Rules.

Where there is any doubt as to the Estimated Value then the procedure for the higher
threshold in Rule 11 must be used.

RULE 11

Procurement Exercise Process

(a)

Based on the Estimated Value, as identified in Rule 10, Table 1 below makes
provision for the minimum requirements for the subsequent Procurement Exercise.

In the case of a contract or framework agreement for Healthcare services (as
defined by Schedule 1 of the Health Care Services (Provider Selection Regime)
Regulations 2023), the Procuring Officer must seek the advice of a Procurement
Service Manager on a suitable Process to follow under these Regulations. If Direct
Award Process A, B, C or The Most Suitable Provider Process are considered the
most appropriate route to market, approval must be sought from the Financial
Controller.
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(b)  All contracts with an Estimated Value equal to or greater than the relevant
UKthreshold must be referred to the ESPO Procurement Teams prior to the
commencement of the Procurement Exercise. The ESPO Procurement Teams shall
advise the Procuring Officer on the appropriate route to market which may include
the use of ESPO framework agreements, Crown Commercial Services framework
agreements, etc.

(c) Details of oral Quotations must be confirmed in writing.

(d) These are total contract spend estimates equalling total contract value over the
term of the contract.
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Table 1: Minimum requirements for a Procurement Exercise (for exceptions see Rule 6)

Quotations

supplier in the
invitation to
quote where
appropriate or
applicable to the
Contract!.

Estimated Contract Value p t E’Ilnltmurp
rocuremen ontrac .
From (£) Up to (£) Process Opgqrtu_nity Documentation
Publication
Obtain a
£0 £,5,000 gqrg]ll/nv?/tlfirt?e%f ON€ | None Record details
Quotation
Record details. (If
three Quotations
cannot be
obtained a record
of the reasons for
o this must be
When inviting agreed in _
quotations consultation with
offlcegs s?ﬁuld Iche approprltate
- consider the rocuremen
Seek to obtain a | panefits of Service Manager).
Above £5.000 £25 000 VT;PCQ#m of 3 including a local | When invitin?
4 4 quotations officers

should consider
the benefits of
including a local
supplier in the
invitation to quote
where appropriate
or applicable to
the Contract.

Seek written

Quotations ;
to be based on a gggtgavigsbgpeder Request for
_Upltod_but not eqtflets_t for approved by the gu?ﬁatlgn issued
includin uotation - y the Procuring
Above £25,000 £179,0 ocument where Director of ESPO Officer and
; for the purpose ;
practical) of notifying the Quot_atlgns
received.
For exceptions supply market.
see Rule 6 (b)
Relevant UK
Threshold
Goods/services: The UK e-
£179,087 notification
before VAT service where Formal Tender and
Work Eeqqcirec,lc, Find gealetl:la bi_%lts (sjho_uld
orks, ontracts Finder e submitted via
Concessions Above E?ggweaslsTender and on a website | an electronic
and Utilities: approved by the | tendering system,
£4,477,175 Director of ESPO | see Rule 5 (g) (ii)
before VAT for the purpose | and Rule 1 ?d)
of notifying the
_ supply market
Light touch
reggslme:
£552,950

* These are total contract spend estimates equalling total contract value over the term of the contract.
* All values are not inclusive of VAT, the Threshold figures inclusive of VAT can be used on a project by
project basis if it is deemed beneficial.

1 ESPO cannot give preference to local suppliers, as there are legislative constraints and such a policy would be
incompatible with Best Value. However, ESPO recognises that that there can be barriers limiting or restricting the
ability of smaller suppliers to compete for ESPO business. ESPO will seek to reduce the impact of such barriers,
where it can do so legally, without discrimination, and without placing unacceptable levels of risk on ESPO.
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RULE 12

Suitability Assessment and Award Evaluation Criteria

(a)

(b)

()

ESPO shall not include a pre-qualification questionnaire stage where the value of the
procurement is below the EU Threshold set out in Reg 5 (1) (c¢) of the Public
Contracts Regulations 2015. Below the EU Threshold only Suitability Assessment
Questions may be asked. A standard form of Suitability Assessment Questions must
be used.

In a Procurement Exercise with an Estimated Value equal to or greater than the EU
Threshold both selection and award criteria must be included. A Standard Selection
Questionnaire or the European Single Procurement Document must be used for the
selection criteria;

Selection criteria must be included in the evaluation process where applying the Open
Tendering procedure (Rule 15) or must be the only criteria used for the shortlisting
methodology where applying the Restricted procedure (Rule 16).

RULE 13

Award Methodology and Evaluation Criteria

(a)

(b)

(b)

(c)

(d)

The award criteria shall be based on the most economically advantageous Tender
from ESPQO’s point of view. That Tender shall be identified on the basis of price or
cost, using a cost-effectiveness approach, such as Life Cycle Costing and may
include the best price-quality ratio which shall be assessed on the basis of the
criteria, such as qualitative, environmental and/or social aspects or any other
criteria linked to the subject-matter of the Contract in question.

When procuring Healthcare services, the five Key Criteria as stated in the Health
Care Services (Provider Selection Regime) Regulations 2023 must all be evaluated.
These are:

Quality and innovation

Value

Integration, collaboration, and service sustainability

Improving access, reducing health inequalities, and facilitating choice
Social value

Before a Contract can be awarded following an Open Tender procedure the supplier
must meet the minimum standard for the selection criteria included in the evaluation
process.

In the case of a Procurement Exercise with an Estimated Value of £25,000 or more
the process for identifying the most economically advantageous Tender, including
selection and award criteria, must be agreed in consultation with the appropriate
Procurement Service Manager/ESPO Client and included in the RFQ/Invitation to
Tender and a copy retained on file.

The Procuring Officer must notify all Tenderers of the award methodology and
evaluation criteria and any sub-criteria being used in the case of the Contract in
question. If weightings are to be applied to the criteria and any sub-criteria then the
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Procuring Officer must ensure that these are also incorporated into the Invitation to
Tender.

RULE 14

Contract Opportunity Publication

(a)

(b)

(c)

(d)

(e)

(f)

(9)

(h)

Unless otherwise agreed by the Director of ESPO the Procuring Officer must ensure,
for all Procurement Exercises with an Estimated Value of £25,000 or more but less
than the relevant EU Threshold, that public notice is given on a website approved by
the Director of ESPO for the purpose of notifying the supply market.

All Procurement Exercises within the Estimated Value of £25,000 or more must be
advertised on Contracts Finder within 24 hours of the time when the Procurement
Exercise is advertised in any other way. Procurement Exercises over the relevant EU
Threshold must be advertised on the UK e-notification service known as Find a
Tender Service (FTS) and on Contracts Finder.

For all proposed Contracts which are advertised where the Estimated Value is below
the EU Threshold, a period of at least ten working days should be allowed between
the date when an Invitation to Tender becomes available to all bidders and either:

(i) the deadline for receipt of Tenders where an Open Tendering procedure is being
used; or

(ii) the deadline for receipt of the Standard Selection Questionnaire or the European
Single Procurement Document, where a Restricted Tendering procedure is being
used.

The Contract Opportunity Publication must express the nature and purpose of the
Procurement Exercise, stating where further details may be obtained, how and to
whom an interested supplier is to respond and any other requirements such as
suitability requirements or explanatory information.

If the Estimated Value exceeds the relevant EU Threshold the Procuring Officer must
ensure that the Contract Opportunity Publication is first published on the UK e-
notification service known as Find a Tender Service (FTS) and then on a website
approved by the Director of ESPO for the purpose of notifying the supply market and
in Contracts Finder.

A Procurement Exercise that is equal to or more than the EU Threshold for Light-
Touch Services must be procured in compliance with Chapter 3, Section 7 of the
Public Contracts Regulations 2015.

Where a contract opportunity is equal to or greater than the EU Threshold a Contract
Opportunity Publication should not appear in any form before publication on the UK e-
notification service and neither should any advertisement contain any more
information than that published on the UK e-notification service known as Find a
Tender Service (FTS).

The advertising requirements set out in this Rule 14 are minimum requirements and
do not preclude further Contract Opportunity Publication where appropriate (e.g. in
the local newspaper, trade or professional journal, the ESPO website).
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PROCUREMENT PROCESS

RULE 15

Open Tendering

Under Open Tendering, the Procuring Officer must send Invitations to Tender to all those
Persons who respond to the Contract Opportunity Publication and who meet the
requirements stated therein. Where the opportunity has been advertised via the
electronic tendering system the Invitation to Tenders and all supporting documents must
be made available in the system for all interested parties to access subject to
confidentiality agreement where applicable.

RULE 16

Restricted Tendering

(a)

(b)

()

(d)

(e)

Subject to Rule 16 (b), this Rule applies to Tenders where the Estimated Value is
equal to or exceeds the EU Threshold.

Where the services being tendered are Light-Touch Services the Procuring Officer
may choose to use this Restricted Tendering procedure but is not required to.

Under Restricted Tendering, the Procuring Officer need only send Invitations to
Tender to:

() not less than five of the Persons who respond to the Contract Opportunity
Publication and who best meet the shortlisting methodology agreed in Rule
12(c); or

(i)  where fewer than five Persons have applied or are considered suitable, to all
those Persons who equal or exceed the minimum requirements for the
shortlisting methodology agreed in Rule 12(c).

The shortlisting criteria and process must be prepared (in consultation with any ESPO
Client) in advance of the issue of the Standard Selection Questionnaire or the
European Single Procurement Document and a copy retained on file.

All Persons that do not qualify for inclusion on the shortlist to receive an Invitation to
Tender must receive notice that they have been excluded from the Procurement
Exercise. Any Person requesting in writing the reasons why they were unsuccessful
shall be informed by the Procuring Officer of the reasons for ESPO/ESPO Client
decision.

RULE 17

Negotiated Procedure, Competitive Procedure with Negotiation, Competitive
Dialogue Procedure and Innovation Partnership Procedure
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The Negotiated Procedure, Competitive Procedure with Negotiation, Competitive Dialogue
Procedure and Innovation Partnership Procedure must only be used with the prior approval of
the Director of Law and Governance and the Director of Corporate Resources. Competitive
Procedure with Negotiation or Competitive Dialogue can only be used when criteria under PCR
Reg. 26(4) are met.

Rule 17A
Concession Contracts

Procuring Officers must only establish Concession Contracts with prior consultation of the
Director of Law and Governance and with the prior approval of the Director of Corporate
Resources in the case of above the EU threshold.

[Note: A short briefing note for the approval of the Director of Corporate Resources, in
consultation with the Director of Law and Governance, is required to justify: the use of the
Negotiated Procedure, Competitive Procedure with Negotiation, Competitive Dialogue
Procedure, Innovation Partnership Procedure or the procurement of a Concession Contract. ]

RULE 18
Invitations to Tender

(a) Every Invitation to Tender must specify the latest day and hour and the place
appointed for the receipt of Tenders and must state the effect of Rule 19.

(b) Procuring Officers must give all Tenderers the same information about the
Procurement Exercise and in particular information relating to the tender process,
specification, award methodology and evaluation criteria and the terms and
conditions of the Contract or Framework agreement.

c) Procuring Officers must also give all Tenderers the same information relating to
questions, answers and clarifications raised during the Procurement Exercise unless
they relate solely to another Person’s Tender.

(d) All Procurement Exercises equal to or greater than £25,000 shall be handled via an
Electronic Tendering System where possible. Only in exceptional cases may a
Procurement Exercise be undertaken not using an Electronic Tendering System.
Paper Tenders must be submitted to, addressed to and opened by the Director of
ESPO.

(e) Where an Electronic Tendering System is not available and paper Tenders are to be
received by the Director of ESPO, the Procuring Officer must send to the Director of ESPO a
note of the subject and the closing date and time and (where appropriate) a list of the
Persons invited to tender together with the Estimated Value before the closing date for
receipt of Tenders.

RULE 19
Irregular Tenders

(a) An Irregular Tender must not be accepted by either the Director of ESPO or the
Procuring Officer, other than in accordance with this Rule.
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A Tender is not valid unless it has been either submitted via an Electronic Tendering
System or in the case paper tenders delivered to the place appointed in accordance
with Rule 18 and not later than the appointed day and hour.

Tenders other than E-Tenders where the Estimated Value is equal to or greater than
£179,087 are not valid unless they are received in a plain sealed envelope or parcel
addressed to the Director of ESPO. The envelope or package must bear the word
“Tender” followed by the subject to which it relates.

E-Tenders must be submitted in accordance with the requirements of the Electronic
Tendering System used.

Where a Tender has been received which is an Irregular Tender in that it does not
fully comply with the instructions given in the Invitation to Tender and/or because it
is received after the appointed time for receipt or does not comply with Rules 19(b)
or 19(c), the provisions of Rules 19(f) and 19(g) apply.

A Tender other than an E-Tender which is received after the closing date and time
can be opened and evaluated in accordance with Rule 20 if there is clear evidence of
it having:-

() been posted by first class post at least a day before the closing date; OR

(i) been posted by second class post at least three days before the closing date;
OR

(iii) been placed in the custody of a courier who has provided written assurance of
delivery prior to the closing date and time.

If in other cases of Irregular Tenders the Director of ESPO, in consultation with the
Director of Law and Governance, considers that there are exceptional circumstances
and that the Tenderer who submitted the Irregular Tender has gained no advantage
from its irregularity he or she may determine to accept the Irregular Tender and
authorise that it be opened and evaluated together with any other Tenders in
accordance with Rule 20. The Director of ESPO shall record in writing the reasons
why each Irregular Tender has been accepted or rejected.

Irregular Tenders that the Director of ESPO has rejected under this Rule must be
returned to the Tenderer by the Director of ESPO with a covering letter stating the
reason for their rejection.

RULE 20

Receipt and Opening of Tenders

(a)

(b)

Rule 20 (b) to (f) apply only to Tenders where the Estimated Value is equal to or
greater than £179,087 and the Tender is not an E-Tender. Rule 20 (g) applies to E-
Tenders only.

On receipt of non-electronic Tenders, envelopes containing the Tenders must be date
and time stamped by the Director of ESPO and shall remain in his custody until they
are opened.

(c) The Director of ESPO must keep a record of all non-electronic Tenders received.
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(d) Tenders must be opened at one time in the presence of not less than two Officers one
of whom is not involved in the Procurement Exercise and who is designated by the
Director of ESPO. Each Officer must initial each Tender once opened which must also
be date stamped.

(e) Particulars of all Tenders opened must be entered by the Director of ESPO upon the
record which must be signed by the Officers present at the opening, together with a
note of all irregular Tenders.

(f) The Director of ESPO must forthwith send a copy of the record to the appropriate
Procuring Officer (with the Tenders) and must retain a copy himself.

(g) E-Tenders must be opened in accordance with the requirements of the Electronic
Tendering System used.

RULE 21
Errors or Discrepancies in Tenders

(a) Tenderers are not allowed to alter their Tenders after opening save in accordance
with this Rule or Rule 22.

(b) Where it is suspected that there has been an error in a Tender and following the
closing date for receipt of Tenders but before acceptance of any Tender discussions
may take place with Tenderers in order to:

(i) ensure that the Tender is constructed correctly; or
(ii) ensure that the Tenderer has fully understood the specification; or

(iii) seek clarification from Tenderers of cost, quality and performance indicators.

(c) A written note of the discussions must be made by the Procuring Officer to record the
suspected error, date, time, detail of the discussion and any agreement reached.

RULE 22
Discussions and Post Tender Negotiations

(a) In the case where the Estimated Value is below the EU Threshold, the Procuring
Officer in consultation with the appropriate Procurement Service Manager may carry
out Post Tender Negotiations with the Tenderer submitting the most competitive
Tender in an attempt to secure improvements in the price or economic advantage in
one or more of the following circumstances:

(i) where the most competitive Tender (according to the pre-determined award
methodology and evaluation criteria) submitted exceeds the Estimated Value;

(i)  where it is considered that the price of the most competitive Tender submitted
does not represent the Best Value for money that can reasonably be obtained;

(iii) where Tenders have been invited only on the basis of unit prices or a schedule
of rates and the lowest in aggregate is not the lowest on all items;
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(iv)  where the most competitive Tender contains conditions, trading terms,
guarantees, or provisions relating to performance or service delivery less
favourable than in other Tenders, or than stipulated for and this defect appears
capable of being remedied by Post Tender Negotiations.

(b) When conducting Post Tender Negotiations, the following additional rules shall apply:

()

(i) At no time during the negotiations must a Tenderer be informed of the detail of
any other Tender submitted or as to whether or not the Tender he submitted
was the lowest.

(i) During negotiations in person there must always be present at least two Officers
or ESPO Client officers.

(iii) A note of the negotiations will be made by one of the officers referred to in the
proceeding rule present recording those present, the time and location of the
negotiations, detail of the discussion and any agreement reached.

(iv) Post Tender Negotiations shall not enable any material departure from the
published specification. The Director of Law and Governance shall determine
whether any proposed change to the specification constitutes a material
departure.

Post Tender Negotiations are not allowed in the case of Contracts with an Estimated
Value exceeding the relevant EU threshold. However, clarifications of errors or
discrepancies in Tenders may take place in accordance with Rule 21.

AWARD OF CONTRACT

RULE 23

Acceptance of Tenders

(a)

(b)

(c)

(d)

(e)

A Tender can only be accepted in accordance with the initial award methodology and
evaluation criteria as set out in Rule 13. Any evaluation sheets must be maintained
on file in accordance with Rule 33.

Any Tender with an Estimated Value of below £25,000 (where a Request for
Quotation or an Invitation to Tender is not used) may only be accepted with the prior
written approval of the Director of ESPO.

If the Tender to be accepted exceeds the budget which was agreed in accordance
with Rule 5(f) the Procuring Officer must ensure that sufficient funds are available
and approved by the ESPO Client, appropriate budget holder, Director of ESPO, or the
ESPO Management Committee as appropriate, prior to accepting the Tender.

Where an abnormally low Tender is submitted ESPO shall require the Tenderer to
explain in writing the price or costs proposed and may only reject the Tender where
the explanation is unsatisfactory. Where it is established that the Tender is low due to
breaches of environmental, social or labour law, ESPO must reject the Tender.

Subject to Rule 1, the Director of ESPO shall have the authority to accept a Tender
but in any particular circumstance may decline to give approval and refer the decision
to the ESPO Management Committee to determine.
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Notification of Contract Award

(a) The Procuring Officer must notify the successful Tenderer of the acceptance of their
Tender and for all Procurement Exercises with an Estimated Value of £5,000 or more
this notification must be in writing.

(b)

()

(d)

(e)

In the case where the Estimated Value is £25,000 or more the Procuring Officer must
notify in writing all Tenderers who submitted a Tender of the decision as soon as
possible after the decision has been made.

Where a Contract with an Estimated Value of £25,000 or more is awarded ESPO must
publish information as required by the Public Contracts Regulations 2015 on
Contracts Finder within 90 calendar days of the date the Contract was awarded.

In the case where the Estimated Value is equal to or greater than the relevant EU
Threshold the following additional Rules will apply:

(1)

(ii)

(iii)

(iv)

The notice in rule 24 (b) shall include the award criteria, the reasons for the
decision, including the successful Tenderer’s score, the score (if any) of the
Tenderer receiving the notice, and the characteristics and (if appropriate)
relative advantages of the successful Tenderer’s Tender, any reasons why the
recipient of the notice did not meet the technical specification, the name of the
Tenderer awarded the Contract, as well as the date when the standstill period
required in accordance with Rule 24 (d) (ii) will come to an end.

A minimum period of 10 calendar days must elapse between the day of
sending the notice in Rule 24 (b) and the date on which ESPO/ESPO Client
enter into a Contract if the notice is sent electronically. Where the notice is
sent by other means then either 15 days from the day of sending the notice or
10 days from the day of receipt of the notice by the last Tenderer to receive
the notice must elapse. In all cases counting the day after sending the notice
as day 1. The standstill period must end on a working day.

The Procuring Officer shall ensure that a UK e-notification service contract
award notice known as Find a Tender Service (FTS)is placed within 30 days of
the Contract award where required. In the case where Contracts are awarded
under the regime covering Light-Touch services or Dynamic Purchasing
System, award notices may be grouped together in accordance with regulation
74 for Light-Touch Services and regulation 50 (5) for Dynamic Purchasing
Systems.

For every Contract or Framework Agreement covered by the Public Contract
Regulations and every time a Dynamic Purchasing System is established, the
Procuring Officer shall draw up a written report in accordance with the
requirements outlined in regulation 84 of PCR.

In the case of the Provider Selection Regime the relevant notification to awards
must be adhered to dependent on the route to market deemed most
appropriate.
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RULE 25

Form of Contract

(a)

(b)

()

A Contract shall be formed:

() by exchange of letter or electronic communication accepting the successful
Tender and incorporating the Invitation to Tender or Request for Quotation and
the outcome of any subsequent negotiations and discussions; or

(i) by completion of a formal Contract incorporating the Invitation to Tender or
Request for Quotation, the Tender or Quotation and the outcome of any
subsequent negotiations and/or discussions; or

(iii) by placing an order in accordance with Rule 26.

In determining and negotiating the terms and conditions of Contract, the Procuring
Officer must ensure that the appropriate Standard Terms and Conditions are
incorporated unless the Procuring Officer having consulted the Director of ESPO and
the Director of Law and Governance considers it inappropriate to do so.

All Contracts with an Estimated Value of £25,000 or more must be in writing and
where appropriate the Director of ESPO shall:

(i) ensure that the Contract includes a definition of the circumstances that will be
considered to constitute a default on the terms of the Contract by the supplier.
The Contract must provide for notice of default to be given to the supplier and
for any resulting losses to be recovered from the supplier if the default is not
rectified.

(i) decide whether it is necessary to require suppliers to provide a Performance
Bond with a third party. The need for this will depend on an assessment of the
risk associated with the Contract or the supplier.

(iii)  ensure that the Contract provides for the supplier to have insurance policies,
which can be inspected during the Contract period. The Director of ESPO shall
be consulted on the insurance requirements.

(iv) consult the Financial Controller on the appropriate VAT requirements.

[Note: Insurance Levels (which may be amended for a specific Procurement
Exercise, where appropriate, and agreed by the Procuring Officer with the Servicing
Authority’s Insurance Manager):

o [£10m] Employers’ liability (any one occurrence)*

o [£10m] Public Liability Insurance (any one occurrence)

o  [£2m] Professional indemnity insurance (any one claim and in the aggregate)]
o  [£10m] Product liability insurance (any one occurrence and in the aggregate)]

o  [£2m] Cyber security insurance (any one claim and in the aggregate)]

*Employers’ liability insurance is only required for those organisations who employ
staff
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To vary the insurance levels for a particular Procurement Exercise approval must be
gained from the Servicing Authority’s Insurance Manager, or the ESPO Client
Insurance Manager as appropriate. ]

(iv) consult the Director of ESPO on the appropriate VAT requirements.

[Note: Should any advice on VAT be required for a particular Procurement Exercise,
contact the Servicing Authority’s Technical Accountant - Taxation Co-ordinator]

Every written Contract must be signed (by electronic means or otherwise) by the
Director of ESPO or an Officer desighated and in cases determined by the Director of
Law and Governance or where otherwise required in law, shall be under the Common
Seal of the County Council in a form prepared or approved by the Director of Law and
Governance.

Except after consultation with the Director of Law and Governance, works or services
must not be authorised to commence or goods to be supplied where such works,
services or goods are to be the subject of a Contract under seal until the Director of
Law and Governance has advised that the Contract has been signed by the supplier.

The Procuring Officer shall comply with the General Data Protection Regulation
(GDPR) and Data Protection Act 2018 requirements and shall include in the contract
appropriate provisions.

(g) The Procuring Officer shall ensure the contract includes a Right to Audit Clause.

RULE 25A
Contract Management

(a)

(b)

(©)

The Procuring Officer shall advise the Procurement Service Manager who shall
immediately upon completion of every Procurement Exercise;

() In respect of contracts having a value of less than
£25,000 and where the Electronic Tendering System has not been used,
enter the Contract details in the ESPO’s contracts register;(ii ) In respect of
contracts of whatever value handled via the Electronic Tendering System the
Procuring Officer shall ensure that the details of the Contract are published in
the ESPO’s contracts register

All contracts shall be managed in accordance with these Rules and the ESPQO’s
contract management toolkit which can be found in the ESPO Procurement &
Compliance area of the ESPQO’s intranet.

The authorised officer or Contract Manager responsible for the
management of the Contract shall:

0) Obtain prior approval in accordance with Rule 30 before proceeding to
authorise (in writing) any modification/extension to the Contract;

(i) Ensure all documentation is uploaded to the ESPQO’s Contracts
Register;
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(iii) Ensure that a record is kept of all certificates and instructions
issued under the Contract;

(iv) Keep documents in support of each payment showing how the payment
amount has been valued and maintain a record of all such payments
including any professional fees;

v) Prior to the contract renewal notice period for a contract, consult the
relevant Procurement Service Manager to review opportunities for
contract negotiations for favourable contract terms;

(vi)  Before terminating any contract and in particular for breach,
consult the Director of Law and Governance;

(vii)  Resolve all contractual matters and contractual claims, and issue any final
account and final certificate in accordance with the terms of the Contract,
taking advice from the Director of Law and Governance.

RULE 26

Orders for work, goods and services

Orders for work, goods and services must only be placed in accordance with
Instruction 8 of the Standard Financial Instructions.

STANDING LISTS

RULE 27

Standing Lists

(a)

(b)

()

(d)

(e)

(f)

Standing Lists must not be created or added to without the prior written approval of
the Director of ESPO in consultation with the appropriate Procurement Service
Manager.

The Procuring Officer must not use a Standing List where the Total Value of Contracts
to be awarded using the Standing List is estimated to exceed the relevant EU
Threshold.

The Standing List must contain the names of all Persons who are approved and
indicate the categories of Contract and the values or amounts in respect of those
categories for which those Persons are approved.

At least four weeks before a list is first compiled, the Procuring Officer must publish
on a website approved by the Director of ESPO for the purpose of notifying the supply
market, a Contract Opportunity Publication inviting applications by a specified date
for inclusion in it.

The Procuring Officer must renew all Standing Lists at intervals not exceeding four
years. At least four weeks before each renewal, each Person whose name appears in
the list must be notified by the Procuring Officer of the intention to review the list. If
they wish to remain on the list they must re-apply for inclusion. The Procuring Officer
must ensure that the Contract Opportunity Publication inviting applications for
inclusion in the list are published in the manner provided by Rule 27(d).

In the case where the use of a Standing List has been authorised the Procuring
Officer must send Invitations to Tender to not less than four of the Persons from
among those approved for a Contract of the relevant category and amount or value.
Where fewer than four Persons are approved for a Contract of the relevant category
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and amount or value Invitations to Tender shall be sent to no fewer than three
Persons. Where there are fewer than three Persons the procedure for Standing Lists
must not be used unless the appropriate Procurement Service Manager advises
otherwise.

The Procuring Officer in consultation with the appropriate Procurement Service
Manager shall determine the criteria for selecting Persons from the list.

In such circumstances as the Director of ESPO shall determine, the Procuring Officer
shall provide such information as shall reasonably be necessary of the extent to which
Standing Lists have been utilised.

FRAMEWORK AGREEMENTS

RULE 28

Framework Agreements

(a)

(b)

()

(d)

The Procuring Officer must establish all Framework Agreements in accordance with
these Rules.

Framework Agreements must not be awarded for more than 4 years, including any
extensions without the prior written consent of the Director of ESPO following
consultation with the Director of Law and Governance.

All suppliers on the Framework Agreement capable of performing the Contract must
be invited to participate in a Further Competition unless it is clear from the terms of
the Framework Agreement which supplier best meets the award methodology set out
in the Framework Agreement in which case that supplier may be selected provided
the Procuring Officer can demonstrate value for money. Direct Award on frameworks
must be first discussed with a relevant Procurement Service Manager before
proceeding if the value exceeds the threshold.

Additional suppliers may only be added to a Framework Agreement throughout its
duration in circumstances where:

(i) the Estimated Value is below the EU Threshold;

(ii) the services tendered are Light-Touch Services to which the full regime of the
Public Contracts Regulations 2015 is not considered to apply

(iii) the services tendered are Healthcare services to which the Health Care Services

(Provider Selection Regime) Regulations 2023 apply:

(iii) and in either case ((i) or (ii) above) provided that the Invitation to Tender states:

(aa) that new suppliers may be added to the Framework Agreement and;

(bb) how many suppliers can apply to be added to the Framework Agreement
and;

(cc) that the same evaluation criteria and award methodology are applied when
deciding whether to award a place on the Framework Agreement to new
suppliers as were applied at the time of the original award.
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(e) Each use of a Framework agreement either by call off or direct award must be
included on the ESPO Contracts Register within 30 days of award.

RULE 29

Dynamic Purchasing Systems

The Procuring Officer must only establish Dynamic Purchasing Systems with the prior
written approval of the Director of ESPO and in accordance with the requirements of the
Public Contracts Regulations 2015 and these Rules where appropriate.

CONTRACT AMENDMENTS
RULE 30
Contract Modifications and Extensions

Modifications

What is the Modification?

What approval is required?

30a)
Where the contract modification meets all the
following:

i) Modification value is below £179,087
(ex VAT) - this value shall be net
cumulative of all modifications to the
contract.

ii) Modification value is within 10%
greater or lesser of the original
contract value.

iii) Does not alter the overall nature of the
original contract.

or

Where the contract modification meets all the
following and was procured under the
provider selection regime:

i) Modification value is below £500,000
(ex VAT) - this value shall be net
cumulative of all modifications to the
contract.

i) Modification is 25% greater or lesser
the original contract value.

iii) Does not alter the overall nature of
the original contract.

Modification form must be completed
outlining the full reasons for the request and
the need for a modification

All approvals need authorisation from the
Director of ESPO, on the advice of the
Procurement Service Manager.

In addition:

e Where the value exceeds £25,000,
involvement required of the Contract
Manager to ensure value for money is
attained.

e Where the modification is equal to or
exceeds £100,000 the modification
must be approved by the Financial
Controller.

Prior to any modification being agreed which
would result in an increase in the Total Value
of the Contract the Procuring Officer must
ensure that sufficient additional budget
provision has been approved by the budget
holder.

30(b)
Where the contract modification meets all the
following:
i) Modification value is below £25,000
ii) Modification value is above 10%
greater or lesser the original contract
value.

Modification form must be completed
outlining the full reasons for the request and
the need for a modification

Approval needs authorisation from the
Director of ESPO on the advice of the
Procurement Service Manager.
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iii) The overall contract value including
this modification does not exceed
£179,097 (ex VAT).

iv) Does not alter the overall nature of the
original contract.

Prior to any modification being agreed which
would result in an increase in the Total Value
of the Contract the Procuring Officer must
ensure that sufficient additional budget
provision has been approved by the budget
holder.

300)
All other contract modifications.

Modification form must be completed
outlining the full reasons for the request and
the need for a modification.

Modification approval needs authorisation
from the Director of ESPO, on the advice of
the Procurement Service Manager and
authorisation from the Director of Corporate
Resources and the Director of Law and
Governance.

In addition:

e Where the value exceeds £25,000,
involvement required of the Contract
Manager to ensure value for money is
attained.

The approved form must be retained in the
appropriate file.

Prior to any modification being agreed which
would result in an increase in the Total Value
of the Contract the Procuring Officer must
ensure that sufficient additional budget
provision has been approved by the budget
holder.

Extensions

What is the Extension?

What approval is required?

30d)

Where a Contract Extension has been
provided for both in the Initial Procurement
Documents and in the Contract in clear and
precise terms.

Or

Where the Contract Extension

i) Value is below £179,087 (ex VAT) -
this value shall be net cumulative of all
extensions to this contract.

i) Value is within 10% up of the original
contract value.

iii) Does not alter the overall nature of the
original contract.

Extension form must be completed outlining
the full reasons for the request to extend the
contract.

Approval needs authorisation from the
Director of ESPO in consultation with the
Procurement Service Manager.

In addition:

e Where the value exceeds £25,000,
involvement required of the Contract
Manager to ensure value for money is
attained.

The approved form must be retained in the
appropriate file.
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Prior to any extension being agreed the
Contract the Procuring Officer must ensure
that sufficient additional budget provision has
been approved by the budget holder.

30e) Extension form must be completed outlining
All other Contract Extensions the full reasons for the request and the need
for an extension to the contract.

Approval needs authorisation from the
Director of ESPO, on the advice of the
Procurement Service Manager.
Authorisation from the Director of Corporate
Resources and the Director of Law and
Governance.

In addition:

e Where the value exceeds £25,000,
involvement required of the Contract
Manager to ensure value for money is
attained.

The approved form must be retained in the
appropriate file.

Prior to any extension being agreed the
Contract the Procuring Officer must ensure
that sufficient additional budget provision has
been approved by the budget holder.

RULE 31
Novation of Existing Contracts

The novation of a Contract to a new Person irrespective of value requires the prior written
approval of the Director of ESPO in consultation with the Director of Law and Governance.

RULE 32
Early Termination of Contracts

Unless a provision for early termination is clearly stated in the Contract the Procuring
Officer shall seek advice from the Director of Law and Governance where it is intended to
terminate a Contract early. Where the Total Value of the Contract is equal to £179,087 or
more the prior written approval of the Director of ESPO shall also be obtained.
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MISCELLANEOUS PROVISIONS

RULE 33

Document Retention

(a) All Contract records that might be required in court proceedings must be retained for
at least six years and any under seal for at least twelve years from expiry of the
Contract.

(b) Where the Contract is externally funded any contingent liabilities and/or grant
conditions must be taken account of by the length of the retention period.

RULE 34

Supervision of Contracts by Third Parties

(a)

(b)

The Procuring Officer shall ensure that it is a condition of any Contract between ESPO
and any Person (not being an Officer of ESPO) who is involved in a Procurement
Exercise or the management of a Contract on behalf of ESPO that in relation to that
Contract he or she must comply with the requirements of these Rules and other
reasonable requirements of ESPO.

Such Person must:

(i) at any time during the carrying out of the Contract produce to the Director of
ESPO or his representative or an officer with delegated authority or ESPO
Auditor on request all records maintained by him or her in relation to the
Contract; and

(i) on completion of the Contract transmit all records to the Director of ESPO or an
officer with delegated authority.

RULE 35

Nominated Sub-Contractors and Suppliers

(a)

(b)

Where a sub-contractor or supplier is to be nominated by ESPO/ESPO Client to a
main contractor, the provisions of these Rules shall have effect.

The terms of an Invitation to Tender under Rule 18 must require an undertaking by
the Tenderer that, if selected, they will be willing to enter into a Contract with the
main contractor on terms which indemnify the main contractor against their own
obligations under the main Contract in relation to the work, supplies or services
included in the sub-contract.
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SCHEDULE 1

Interpretation

1. “Best Value” means the duty of ESPO to secure continuous improvement in the way in
which its functions are exercised, having regard to a combination of economy, efficiency
and effectiveness.

2. The “Chief Executive” is the Chief Executive Officer of the Servicing Authority,
Leicestershire County Council.

3. “Concession Contract” means a works concession Contract or services concession Contract
for a pecuniary interest concluded in writing by means of which the concessionaire is
entrusted to execute works or provide and manage services (other than the execution of
works) to one or more economic operators, the consideration for which consists either
solely in the right to exploit the works or the services that are the subject of the Contract
or in that right together with payment; and that meets the requirements of Regulation
3(4) of the Concession Contracts Regulations 2016 (CCR 2016).

Regulation 3(4) of the CCR 2016 further defines the necessary characteristics of the
arrangement for the purposes of the regime, which are:

(i) the award of the Contract must transfer to the contractor the operating
risk in exploiting the works or services encompassing demand or supply
risk or both; and

(ii) the part of the risk transferred to the concessionaire involves real
exposure to the vagaries of the market, such that any potential estimated
loss incurred by the concessionaire is not merely nominal or negligible.

4. “Concession Contracts Regulations 2016"” means the Concession Contracts Regulations
2016 as amended, consolidated, extended, re-enacted or replaced. These Regulations
implement Directive 2014/25/EU of the European Parliament and of the Council on Public
Procurement.

5. “"Contract” means a binding agreement between two or more parties for performing, or
refraining from performing, some specified act(s) in exchange for lawful consideration.

6. “Contract Extension” means an extension to the duration of the Contract, but not including
any alteration to the scope of the Contract.

7. “Contracts Finder” means the web-based portal provided for the purposes of Part 4 of the
Public Contracts Regulations 2015.

8. “"Contract Manager” means an Officer responsible for the administration and management
of the Contract.

9. “Contract Opportunity Publication” is the means by which a Procurement Exercise is
advertised and includes (where appropriate) the ‘Contract Notice’ and Contracts Finder as
defined in the Public Contract Regulations 2015.

10."Contract Modification” means an alteration to the scope of the Contract, but not the
extension of the duration of the Contract.10. "Council” means Leicestershire County
Council.

11. “"Council” means Leicestershire County Council.
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12."Direct Employee: a person who works as an employee of ESPO and is paid a salary by it,
rather than being employed through an agency or other third party”.

13. The “Director of Corporate Resources” is the Director of Corporate Resources of the
Servicing Authority, Leicestershire County Council, except in the case of a procurement
exercise conducted exclusively for an ESPO Client other than the Servicing Authority,
where the advice or authority required under these Contract Procedure Rules has been
obtained from the equivalent officer(s) of that ESPO Client.

14. The “Director of ESPO” is the Director of ESPO

15. The "Director of Law and Governance” is the Director of Law and Governance of the
Servicing Authority, Leicestershire County Council, except in the case of a procurement
exercise conducted exclusively for an ESPO Client other than the Servicing Authority,
where the advice or authority required under these Contract Procedure Rules has been
obtained from the equivalent officer(s) of that ESPO Client.

16."Dynamic Purchasing System” means a completely electronic process, which has a limited
duration, for making commonly used purchases, as more particularly defined and
described in the Public Contract Regulations 2015.

17.“Electronic Tendering System” means an electronic tendering system approved in
accordance with Rule 5 (g) (ii).

18. The “"ESPO Management Committee” is a joint committee appointed by ESPO’s member
authorities with the purpose of managing ESPO in accordance with Section 102 of the
Local Government Act 1972. The committee comprises an equal humber of elected
members from each member authority.

19. “"ESPO Client” means one or more ESPO member authorities and/or other contracting
authorities, for which ESPO is managing a procurement process.

20.“Estimated Value” means the value as estimated under Rule 10.

21."EU Threshold” means the respective threshold for Services, Supplies, Works or Light-
Touch Services contracts referred to in the Public Contract Regulations 2015 and the
Concession Contracts Regulations 2016.

22."E-Tender” means a Tender that has been submitted using an Electronic Tendering
System.

23."Formal Tender Process” is a process following the requirements of Open Tendering,
Restricted Tendering, Standing List, Negotiated Procedure, Competitive Procedure with
Negotiation, Competitive Dialogue or Innovation Partnership Procedure and Formal
Tender shall be construed accordingly.

24.“Framework Agreement” is a general term for agreements with suppliers which set out
terms and conditions under which specific purchases (call-offs) can be made throughout
the term of the agreement. The Framework Agreement may, itself, be a contract to
which the EU procurement directive and Public Contracts Regulations 2015 apply or the
Health Care Services (Provider Selection Regime) Regulations 2023.

25. A “Further Competition” is undertaken where not all the terms of a proposed Contract
are laid down in a Framework Agreement. It involves re-opening competition between
the economic operators which are parties to the Framework Agreement and which are
capable of performing the proposed Contract, on the basis of the same or, if necessary,
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30.

31.

32.

33.

34.

35.

36.
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more precisely formulated terms, and where appropriate other terms referred to in the
Contract documents based on the Framework Agreement.

“Invitation to Tender” means the document(s) containing the specification, proposed
terms and conditions and other appropriate information as issued to the Tenderers to
solicit Formal Tenders.

“Irregular Tender” means a Tender that does not fully comply with the instructions given
in the Invitation to Tender.

“Life-Cycle Costing” means all or part of the following costs over the life-cycle of a
product, service or works, to the extent that they are relevant:

(i) Costs of acquisition,

(i) Costs of use, such as consumption of energy and other resources,

(iii) Maintenance costs,

(vi) End of life costs, such as collection and recycling costs,

(v) Costs imputed to the environmental externalities linked to the product, service

or works during its life cycle, provided their monetary value can be determined and
verified. These costs may include the cost of emissions of greenhouse gases and of
other pollutant emissions and other climate change mitigation costs.

“Light-Touch Services” means those services referred to in regulation 74 and Schedule 3
of the Public Contracts Regulations 2015.

“Officer” means an employee of ESPO.
“Person” includes a partnership, body corporate or unincorporated association.

“Post Tender Negotiations” means the ability to negotiate with a Tenderer after a Tender
has been opened and evaluated in accordance with the published evaluation criteria for
the purposes of securing an improvement in the delivery of the Contract including but
not limited to improvements in price.

“Procurement Exercise” means any process by which goods, services and/or works are to
be procured including but not limited to Request for Quotations and Formal Tender
Processes. For the purpose of these Rules a Contract for a Concession, a contract via a
Framework Agreement/Dynamic Purchasing system shall be treated as a Procurement
Exercise.

“Procuring Officer” means any Officer, acting under the delegated powers of the Director
of ESPO, who is responsible for the procurement of goods and services.

“Procurement Service Manager” is the most senior Procurement Officer within an ESPO
Category Team, and is responsible for managing the team.

“Provider Selection Regime” means a set of rules for procuring health care services in
England by organisations termed relevant authorities The Provider Selection Regime
(PSR) came into force on 1 January 2024.

“Public Contracts Regulations 2015” means the Public Contracts Regulations 2015 as
amended, modified, consolidated, extended, re-enacted or replaced. These Regulations
implement Directive 2014/24/EU of the European Parliament and of the Council on Public
Procurement.
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38. “Quotation” means an offer to sell works, goods and/or services at a stated price under
specified conditions. A Quotation may or may not be written.

39. “Request for Quotation” ("RFQ"”) means a document or documents containing the
specification, and proposed terms and conditions issued to potential suppliers to solicit
written Quotations.

40. “Standard Terms and Conditions” means the standard contractual terms used by ESPO,
including those attached to iprocurement orders (or orders generated by ‘line of
business’ systems, those included in Request for Quotation templates, and standard
industry terms.

41. “Standard Selection Questionnaire” means a questionnaire that complies with the Crown
Commercial Service statutory guidance relating to Standard Selection Questionnaires.

42. “Standing List” means a list of Persons which has been established in accordance with
Rule 27.

43. “Suitability Assessment Question” means a question which relates to the subject matter
of the procurement and is proportionate and which ESPO requires for assessing the
Tenderers suitability.

44, “Tender” means the formal offer from a Tenderer, which is capable of acceptance by
ESPO/ESPO Client, which is a response to an Invitation to Tender. It shall include all
documents comprising the submission including pricing, technical specification and
method statements as well as information about the Tenderer. A written Quote or
Quotation is also a Tender. The term “Tender” also includes an E-Tender except where
the context implies otherwise.

45. “Tenderer” or “Tenderers” means the Person or Persons invited to participate in a
Procurement Exercise.

46. “Total Value” means the value of a Contract which has been calculated in accordance
with Rule 10(b) reading where appropriate Total Value for Estimated Value.

47. “UK e-notification service” known as “FTS” (Find a Tender Service) is defined in the Public
Contract Regulations 2015 (as amended)

48. “In writing” or “written” for the purpose of interpreting these Rules includes transmission
by any electronic means which have been approved by the Director of Law and
Governance in consultation with the Director of Corporate Resources.

49. Words imparting the masculine include the feminine gender.
50. “Rule(s)” means these Contract Procedure Rules as may be amended from time to time.

[end of Contract Procedure Rules]
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ESPO

ESPO MANAGEMENT COMMITTEE-13 NOVEMBER 2024

REVIEW AND REVISION OF THE CONSTITUTION OF THE
MANAGEMENT COMMITTEE

REPORT OF THE CONSORTIUM SECRETARY

Purpose of the Report

1.

The purpose of this report is to seek approval of the ESPO Management Committee
for the proposed changes to the ESPO Constitution.

Background

2.

The ESPO Consortium Agreement, signed 14 July 2014, sets out the powers
delegated to the Director of ESPO, the Financial Regulations / Standard Financial
Instructions applicable to ESPO and the Contract Procedure Rules.

These documents have been reviewed by the Director of ESPO in consultation with
the Consortium Secretary, and by the Commercial Financial Controller in
consultation with the Consortium Treasurer, and a small number of changes are
proposed to enable smoother day-to-day operations.

Proposed Revisions

4.

The proposed changes are described in detail at Appendix 1 to this report. In
summary, the changes proposed are:

e amend the requirement to confirm the appointment of personnel to the role of
Consortium Treasurer and Consortium Secretary. (see Appendix 2 to this
report).

¢ include amendment to the role of the Management Committee and the Terms
of Reference of the Finance and Audit Subcommittee to include the approval
of changes to the Constitution (See Appendices 2 and 3 respectively).

e delegate greater authority to the Director through his delegations (Appendix 4
of the ESPO Constitution). See Appendix 4 to this report.

The Contract Procedure Rules (Appendix 7 of the ESPO Constitution) have also
been amended due to a delay with the introduction of Government legislation. The
revised Contract Procedure Rules are being considered elsewhere on the agenda
for this meeting, but reference is also included at Appendix 1 to this report.

These revisions have been reviewed and are supported by ESPO’s Consortium
Treasurer and Director of ESPO.
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7. The full revisions are included in the appendices. Should the Management
Committee approve the proposed changes, as set out in Appendix 1 to this report,
they will come into force on 13 November 2024.

Consideration by ESPO’s Finance and Audit Subcommittee

8. ESPO Finance and Audit Subcommittee considered a report on this matter at its
meeting on 30 October 2024 and approved the revisions to the ESPO Constitution
for submission to the Management Committee for approval.

Resources Implications

9. There are no resources implications arising from the recommendations within this
report.

Recommendation

10. It isrecommended that the Management Committee approves the proposed
changes to the ESPO Constitution, summarised in Appendix 1 to this report.

Equality and Human Rights Implications

11. There are no equality and human rights implications arising from the
recommendations within this report.

Background Papers

Constitution of the ESPO Management Committee
https://democracy.leics.gov.uk/documents/s180551/Constitution%200f%20the %620ESPO%20Management%20Committee. pdf

Report to Finance and Audit Subcommittee — 30 October 2024 - Review and Revision of
the Constitution of the Management Committee
https://democracy.leics.gov.uk/ieListDocuments.aspx?Cld=1014&MId=7975&Ver=4

Appendices
Appendix 1 - ESPO — Summary of Proposed Changes to the Constitution 2024

Appendix 2 — Proposed Revisions to the Constitution of the ESPO Management
Committee, Section 2 — Functions.

Appendix 3 - Proposed Revisions to — Appendix 1 of the ESPO Constitution — Terms of
Reference of the Finance and Audit Subcommittee

Appendix 4 - Proposed Revisions to — Appendix 4 of the ESPO Constitution - Functions
of, and delegation to, the Director of ESPO.


https://democracy.leics.gov.uk/documents/s180551/Constitution%20of%20the%20ESPO%20Management%20Committee.pdf
https://democracy.leics.gov.uk/ieListDocuments.aspx?CId=1014&MId=7975&Ver=4

Officer to Contact

Lauren Haslam,
Consortium Secretary
Lauren.haslam@leics.gov.uk

0116 305 6240
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ESPO - SUMMARY OF PROPOSED CHANGES TO THE CONSTITUTION 2024

APPENDIX 1

SECTION IN
CONSTITUTION

CURRENT

REVISED

REASONS

Constitution of
the ESPO
Management
Committee -
Schedule 1,
Section 2
Functions 2.1.6

Confirming the appointment of (the
removal and/or replacement) of
personnel into the role of the
Consortium Treasurer, the
Consortium Secretary and any
other such officers as the
Management Committee considers
appropriate.

Confirming the removal, replacement or
amendment to the role of the Consortium
Treasurer, the Consortium Secretary and
any other such officers as the Management

Committee considers appropriate.

(See Appendix 2 of the report — Section 2 of
the Constitution - Functions of the
Management Committee, 2.1.6)

To streamline the
requirements in the
Constitution.

Constitution
Section 2 - Role
of Management

Not currently included.

Amend role of the Management Committee
(Section 2 of the Constitution) to include
approval of changes to the Constitution

Not previously included.

Committee following consideration by the Finance and
Audit Subcommittee.
(See Appendix 2 of the report — Section 2 of
the Constitution - Functions of the
Management Committee, Section 2.1.2, (p))
Constitution Not currently included. Amend Terms of Reference for Finance and | Not previously included.
Appendix 1 — Audit Subcommittee to include advising the
Terms of Management Committee on the Constitution.
Reference for
Finance and (See Appendix 3 of the report — Appendix 1
Audit of the Constitution, Section 2, 9)

Subcommittee

697



Appendix 4 —
Delegations to
the Director of
ESPO

Not currently included in Appendix
4.

To add the following to the Delegations to
the Director of ESPO:

Powerto decide pricing: Power to decide
pricing, discounting and offers on a
customer basis accordance with the
Financial Regulations and the Standard
Financial Instructions of the Management
Committee.

(See Appendix 4 of the report — Appendix 4
of the Constitution - Delegations to the
Director of ESPO, Paragraph 4)

ESPO has been acting in a
commercial competitive
environment for some
years.

Appendix 7 —

Revision to the
Contract
Procedure Rules

See separate report to the Finance
and Audit Subcommittee /

Management Committee.

See separate report to the Finance and
Audit Subcommittee / Management
Committee.

The introduction of new
Government Legislation has
been delayed.

0LT
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2 FUNCTIONS OF THE MANAGEMENT COMMITTEE

21

In addition to those functions specified in this Agreement, the general functions of the

Management Committee shall be as follows:

2.1.1 Ensuring:

(@)

(b)

(€)

(d)
(e)

(f)

()

(h)

the successful operation of ESPO as a comprehensive professional
purchasing service;

the effective scrutiny of the ESPO business through:

(1) having overall responsibility for monitoring the performance of ESPO
and the Director of ESPO (and the Management Committee shall direct
what performance monitoring it wants in place) supported by the
Servicing Authority, the Director of ESPO, the Consortium Treasurer
and Consortium Secretary;

(i) maintaining control over ESPOQO'’s trading surplus and ensuring that
expenditure through ESPO remains appropriate to its income;

(iii) reviewing budget monitoring reports produced by the Director of ESPO;
and

(iv) considering matters referred to it by its sub-committees, advisory

groups, the Director of ESPO or officers;

In conjunction with the Finance and Audit Subcommittee, the overall
management of risk of the ESPO business including requiring the Director of
ESPO to have in place policies and procedures to ensure risk management
(including for the avoidance of doubt a Risk Management Strategy) and the
protection of the ESPO brand;

that there is proper administration of ESPO'’s financial affairs;

that due regard is being paid by the Director of ESPO to the requirements of
the Member Authorities in meeting their purchase and supply needs;

the generation of opportunities for collaboration between the Member
Authorities;

that ESPO has complied with its duties under the Local Government Act 1999
to make arrangements to secure the continuous improvement in the way in
which its functions are exercised having regard to a combination of economy,
efficiency and effectiveness; and

ESPO’s compliance with all laws and regulations.



2.1.2

(@)

(b)

(€)

(d)

(e)
(f)
(9

(h)

(i
(),

(k)

M
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Approving:

A capital and revenue budget for ESPO before the commencement of each
Financial Year;

the ESPO Annual Report (including the annual management accounts and
statutory statements of accounts), Business Plan and Business Strategy
(including major investments/service offering/the basis of evaluating
performance) in each Financial Year;

the distributable surplus which shall be distributed between the Member
Authorities at the end of each Financial Year in proportion to their level of
purchasing through ESPO in that Financial Year as determined by the
Management Committee;

ESPO strategic documentation specifically the documentation listed in Table A
in Appendix 4 to this Constitution and also the Contractual Procedure Rules,
Financial Regulations and the Standard Financial Instructions Rules and
Procedural Standing Orders and seeking update reports from the Director of
ESPO on ESPO’s use of this documentation where required;

any change to ESPO strategic documentation and procedures;

any increase or reduction in the provision of the ESPO Services;

any adjustments in the capital or revenue budgets of ESPO in each Financial
Year to address spending or overspending incurred in the previous Financial
Year;

any proposals for capital expenditure in excess of the annual limits set down by
the Management Committee (seeking the guidance of the Consortium
Treasurer where necessary);

high risk contracts;

the settlement of any legal claims which could have (in the view of the
Management Committee) significant financial or reputational consequences for
ESPO;

on-going costs which might not be containable seeking the guidance of the
Consortium Treasurer where necessary;

any handover strategy dealing with the departure of a Member Authority acting
as Servicing Authority to a new Member Authority assuming that role or other
arrangement as may be agreed by the Management Committee (pursuant to

clause 11 of the Consortium Agreement);



(m)

(n)

(0)
(P)

2.1.3

(@)

(b)
(€)

(d)
(e)

214

2.15

2.1.6

2.1.7

2.1.8

2.1.9
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any Implementation Plan for dealing with the consequences of one or more
Member Authorities leaving the Management Committee (pursuant to clause
16 of the Consortium Agreement);

any Implementation Plan for the dissolution of ESPO (pursuant to clause 12 of
the Consortium Agreement);

changing the trading name of ‘ESPO’; and

Changes to the ESPO Constitution.

Agreeing:

the acquisition, disposal and allocation of all land and property to be used for
ESPO;

the funding of any capital expenditure;

any expenditure which has been included in the budget of that Financial Year
for service improvements above the value of £20,000;

the extent and cost of the functions of the Servicing Authority; and

the resolution of high-risk audit findings and significant governance concerns;

Appointing (and agreeing the removal and/or replacement of) the Servicing

Authority on suchterms as the Management Committee considers appropriate.

Appointing (and agreeing the removal and/of replacement of) the ESPO

Director on suchterms as the Management Committee considers appropriate.

Confirming the removal, replacement or amendment to the role of the
Consortium Treasurer, the Consortium Secretary and any other such officers

as the Management Committee considers appropriate.

Considering applications for additional membership to, or exit from, the

Management Committee.

Adopting, varying and terminating this Agreement which shall be by unanimous
agreement unless where otherwise specified in this Agreement.

The termination of the ESPO Consortium.
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APPENDIX 1
TO THE CONSTITUTION OF THE ESPO MANAGEMENT COMMITTEE
TERMS OF REFERENCE OF THE ESPO FINANCE AND AUDIT SUBCOMMITTEE

1. MEMBERSHIP

One (1) Member from each Member Authority currently sitting on the
Management Committee.

2. FUNCTIONS
The functions delegated to the Finance and Audit Subcommittee shall be:

1. To receive and approve Internal Audit reports (annual plans, progress
and annual reports, and the Internal Audit Charter), escalating high
importance recommendations and significant governance concerns to
Management Committee for review.

2. To receive and approve the results of the independent external audit,
escalating any material control deficiencies or financial irregularities
identified to Management Committee for review.

3. To overseeing the process of risk management by:

I. Influencing the culture of risk management within the
Organisation.

ii. Ensuring that a Corporate Risk Register is maintained, including
details of the actions taken to mitigate the risks identified.

iii. Annually reviewing the Director's statement on the effectiveness
of the Organisation’s internal control system / Annual Governance
Statement

iv. Review the Organisation’s approach to risk management and
approve changes or improvements to key elements of its
processes and procedures. (Note - Changes to risk appetite or
the level of risk exposure to remain the responsibility of
Management Committee — see 8 below.)

v. Ensuring that the organisation’s Contract Procedure Rules are
maintained and kept under reasonable review.

The functions referred to the Finance and Audit Subcommittee shall be:-

4. To support the financial planning process by reviewing the content and
presentation of draft financial plans and significant Business Cases for
the Management Committee;

5. To contribute to the setting of financial performance targets and the
monitoring of financial improvements;

6. To receive and review regular reports on monitoring of budgets and
performance and other financial management;

7. To receive and review the draft annual financial statements for the
Management Committee.
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8. To support the Management Committee overseeing the process of risk
management and advising on any changes to the risk appetite or level
of risk exposure.

9. Advising the Management Committee on the Constitution.

3. QUORUM

The quorum at meetings of the Finance and Audit Subcommittee shall be at
least 3 (three) Members who are entitled to attend and vote.

4. SUBSTITUTES

Members appointed to serve on the Subcommittee may nominate another
member from their Authority to act as a substitute member at a particular

meeting provided that at least one day's notice is given to the Consortium
Secretary.
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APPENDIX 4
TO THE CONSTITUTION OF THE ESPO MANAGEMENT COMMITTEE
FUNCTIONS OF, AND DELEGATIONS TO, THE DIRECTOR OF ESPO
DELEGATIONS TO THE DIRECTOR OF ESPO

DELEGATIONS

1.

Appointment of staff: Power to appoint (within the approved ESPO budget)
all staff below director level in accordance with the Servicing Authority’s
recruitment and HR policies and procedures. The appointment may be at any
point within the approved salary scale of the Servicing Authority as appropriate.

Personnel procedures: Power to take decisions in relation to employment
matters delegated to him from time to time in accordance with the local
conditions of service and other HR policies and procedures in place at the
Servicing Authority. The Chief Executive of the Servicing Authority may
determine at any time those matters which may be exercised by the Director of
ESPO without the prior consultation with the Chief Executive.

Power to Incur Expenditure: Power to incur capital or revenue expenditure in
accordance with the Financial Regulations and the Standard Financial
Instructions of the Management Committee.

Power to decide pricing: Power to decide pricing, discounting and offers on a
customer basis in accordance with the Financial Regulations and the Standard
Financial Instructions of the Management Committee.

Contracts: The Director of ESPO may negotiate and agree tenders and quotes
and the entering into contracts on behalf of ESPO (subject to the Contract
Procedure Rules of the Management Committee at Appendix 7 of this
Constitution and any restrictions in the Consortium Agreement) and request
that the Servicing Authority formally enter into such contracts if this is legally
required.

Surplus Equipment: Power to dispose of surplus or obsolete items (vehicles
apparatus or other equipment) in accordance with the Financial Regulations
and the Standard Financial Instructions of the Management Committee.

ESPO Stock: Power to ‘write off (or adjusting surpluses or deficits) ESPO
stock in accordance with the Financial Regulations and the Standard Financial
Instructions of the Management Committee.

Irrecoverable Items: Power to ‘write off other irrecoverable amounts in
accordance with the Financial Regulations and the Standard Financial
Instructions of the Management Committee.
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Lost or uncollected property: Power to deal with items under Section 41 of
the Local Government Miscellaneous Provisions Act 1982 in relation to lost and
uncollected property on ESPO premises.

RESPONSIBILITIES

1.

10.

11.

12.

Operational day to day management of the ESPO business and ESPO staff
and responsibility for implementing Management Committee/Finance and Audit
Subcommittee decisions within the ESPO business.

Ensuring that the ESPO Services are developed in accordance with the
Management Committee’s overall requirements.

Responsible to the Management Committee which shall have overall
responsibility for overseeing and scrutinising his/her activities.

Responsible to the Chief Executive Officer of the Servicing Authority as his/her
employing authority in the context of that employer/employee relationship.

Effectively liaising with the Management Committee and its advisory groups,
sub-committees and officers to ensure the effective operation of the ESPO
business.

Providing such proactive assistance and information to the Management
Committee and its advisory groups, sub-committees and officers as shall be
required to enable the Management Committee to monitor the performance of
ESPO.

Raising any issue of concern in relation to the ESPO business in the first
instance to the COG.

Ensuring that the ESPO Services continue to be affordable and represent value
for money for the Member Authorities.

Ensuring the continuous improvement of the ESPO Services and to ensure that
opportunities for shared working are maximised.

In conjunction with the Servicing Authority, advising the Member Authorities
generally as to the resources and arrangements required for the effective
operation of ESPO.

Responsibility for ensuring that the Financial Regulations and the Standard
Financial Instructions of the Management Committee/Finance and Audit
Subcommittee are observed throughout the ESPO business.

Responsibility for ensuring that Contract Procedure Rules of the Management
Committee are observed throughout the ESPO business and to ensure every
contract and variation to a contract is executed in writing.
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14.

15.

16.

17.

18.
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Ensuring that business risk is appropriately managed and maintaining an
appropriate risk framework for ESPO with effective and timely reporting
mechanisms to the Finance and Audit Subcommittee.

Responsibility for seeking to resolve in good faith any disputes or
disagreements between the Member Authorities and to carry out the functions
set out in clause 18 of the Consortium Agreement

Providing advice to the Management Committee on proposed policies, projects,
budgets, strategic plans and the performance of ESPOin order to maintain the
support and engagement of Management Committee and to ensure that each
Member Authority uses ESPO to best effect.

In consultation with the Consortium Treasurer, responsible for producing the
Annual Report of ESPO (containing the activities and financial performance of
ESPO for the preceding Financial Year) to the Management Committee in each
Financial Year for its approval and (once approved) providing copies to each
Member Authority.

Receiving the resignation of the Member Authority acting as Servicing Authority
at any time and providing this notification to the Management Committee.

Responsible for producing and maintaining the following strategic and
operational documentation for ESPO, advising and updating the Management
Committee, its sub-committees, advisory groups or officers on these as
appropriate and ensuring that these are observed throughout the ESPO
business:

A. ESPO STRATEGIC DOCUMENTATION

Document Purpose Submitted to Frequency
Business This document defines how ESPO will Chief Officer Annual
Continuity Plan maintain its business and support to Group
Member Authorities in the event of an
L L Management
incident which impacts adversely on c it
business critical ESPO Senices ommittee
Business This document defines: Chief Officer Quarterly
Progress Report . . Group
e progress against business plan
. . Management
e progress against work plans within Committee
strategic projects
Business Plan This document defines how ESPO will Chief Officer Annual
deliver the Business Strategy in each Group
Financial Year including any
. ) Management
investments to be made and: .
Committee
) Buc_igtet, financial plan and risk Finance and
register Audit
e Financial and performance targets Subcommittee
Business This document sets out the overriding As required As required
Strategy purpose of ESPO (its mission), the
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Document Purpose Submitted to Frequency
aspiration of the organisation (its
strategic vision), a set of business
objectives and the nature of the
business
Category This document defines the roadmap for SOG Annual
Strategies managing a spend category and
presenting a plan of quick-win and E:/Ianagf[ztment
longer term savings opportunities which ommittee
will include collaboration at the local,
regional and national lewels (including
Pro 5)
ESPO Senice This document defines: Chief Officer As and when
i . the ESPO
Review Report e the purpose of the work required Group Director is
(objectives and outcomes); Management requested to
. . Committee K
e any conflict of interest that may take on
arise: Additional
) ESPO
o the lewel of risk exposure Senices
Financial This document defines: Chief Officer Annual
Statements i . . Group
(External Audit/ e The end ofyear financial position of
i ESPO against plan Management
Quality C itt
Assurance) ommittee
Finance and
Audit
Subcommittee
ICT Strategy (Through the ESPO Assistant Director of | As required As required
Finance): To set out the technical and
capacity requirements of ESPO to match
the needs to the Business Strategy
Management This document defines the Chief Officer Quarterly
Accounts monthly/quarterly financial position of Group
ESPO against plan Management
Committee
Marketing This document defines the marketing Chief Officer Annual
Strategy priorities in relation to ESPO’s Group
customers, suppliers and other Public Management
Sector Buying Organisation 9
Committee

relationships
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e Lewel of internal risk and control
experienced within ESPO;

Subcommittee

APPENDIX 4
B. ESPO OPERATIONAL DOCUMENTATION
Document Purpose Submitted to Frequency
Customer Gowerns the relationship between ESPO | Chief Officer As required
Access and the Member Authorities or Group
Agreement Customers in relation to ESPO granting
(Terms of access by the Customer to the
Business) Framework Agreement. ESPO clarifies
the terms and conditions on which it is
contracting with suppliers and permits
Member Authorities and Customers to
enter into call-off contracts with
suppliers. The Member Authority or
Customer is able to enforce the terms
and conditions in the Framework
Agreement
Equality Impact | This document defines: As and when the
Assessment . o ESPO Director is
e The impact the Additional ESI_D(_) COG requested to take
Senices may have upon ethnicity on Additional
and user groups as assessed by the ESPO Senices
relevant Member Authorities
Framework Precedent Framework Agreement to COG As required
Agreement for gowvern the relationship between ESPO
Good and and suppliers in relation to the provision
Senices of goods and/or senices by suppliers to
(including Call ESPO and or the Member Authorities
Off Agreement) and/or Customers
Internal Audit This document defines: Finance and As and when
Report Audit internal audit has a

high lewvel of
residual concern

) . Senicing
e The recommendatlons__ESPO will Authority
need to address to mitigate any
risks highlighted
Order Form for Issued subject to the provisions of the or COG As required
the Purchase of | framework agreement entered into
Goods (one off between ESPO and the Supplier
purchases)
Terms of Sets out the terms of business for As required
Business for suppliers
Suppliers COG
Statement of Sets out ESPO’s role and the way in COG As required
Works which it provides a senice to the
Member Authorities and/or Customers
throughout a tender process
Work Plans This document captures: COG Quarterly

(including Pro 5)

e Type and value of activities to be
undertaken by ESPO on behalf of
consortium authorities and non-
members (including collaborative

and individual projects)
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These work plans are derived from
consortium authorities’ priorities and
work plans in place as well as the
category strategy
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ESPO

ESPOMANAGEMENT COMMITTEE—-13 NOVEMBER 2024

PROGRESS UPDATE

REPORT OF THE DIRECTOR

Purpose of the Report

1. The purpose of this report is to inform Management Committee of the actions
and progress made since the last update provided to Members in September
2024.

Financial Performance

Summary

Year to September 2024 - Period 6

B/(w) than
£m Actual Budget B/(w) than LY
Stores Sales 35.5 (0.3) (0.7%) | 0.1 0.4%
Direct Sales 10.2 (0.9) (8.1%) | (0.4) (3.7%)
Rebate income 6.8 (0.0) (0.3%)| 0.3 4.6%
Total Sales (Exc Gas) 525 (1.2) (2.2%)| 0.0 0.1%

(2.8%)

2. After 6 months, a surplus of £5.7m has been made which is £0.4m better
than budget.

3. Rebate income from frameworks continues to perform well at +£0.3m ahead of
last year. Rebate income was previously below budgeted levels due to differing
timing of billing activities but has now caught up in September.

4. In the Catalogue business the overall educational supplies market remains
contracted and fiercely competitive with private sector making significant
investments to attract educational supplies customers.

5. ESPO’s price offer across the Top 500 products remains competitive and offers
good value to customers. There has been continued growth into development
areas and areas where Consortium were previously operating. Increased
volumes have been obtained from the competitive price offer enabling ESPO to
continue gaining market share in the declining supplies market.
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ESPO continues to offer reliable product availability, competitive pricing, and
excellent customer service.

Margin in the first half of the year has been positive, in line with budget,
delivered through work on setting target margins and from the mix of products
sold. Margin will continue to be lower than last year levels until last year's
exercise books stocks are fully sold through at October month end.

Costs continue to be tightly controlled with expenditure of £14.2m, better than
budget by £0.6m.

For the full year, the budget is a surplus of £7.2m, and as at September ESPO
remains on track to achieve the full year budget target. ESPO has now passed
both peak trading periods and the second half of the year is quieter in demand.
December is a particularly quiet month due to holidays. There is caution about
demand in the second half of the year as continued feedback from schools and
the British Educational Suppliers Association (BESA) indicate an ongoing
market contraction and reduced spend on non-essentials will continue.

Latest guidance for the full year is a trading surplus of £7.2m in line with
budget.

Sales and Margin

Sales and Margin

£m Actual B/(w) than Budget B/(w) than LY

Stores Sales 35.5 (0.3) (0.7%) 0.1 0.4%
Direct Sales 10.2 (0.9) (8.1%) (0.4) (3.7%)
Rebate income 6.8 (0.0) (0.3%) 0.3 4.6%
Total Sales 52.5 (1.2) 0.0

Stores Margin 10.2 28.8% (0.3) (0.7%) (0.9) (2.6%)
Directs Margin 2.0 19.3% 0.2 2.9% 0.3 3.7%
Rebate income 6.8 (0.0) (0.3%) 0.3 4.6%
Gas Margin 0.2 2.0% (0.0) 0.4% 0.1 0.4%
Catalogue Advertising 0.4 (0.1) (0.2)

Misc 0.3 0.1 0.0

Total Gross Margin 19.9 37.9% (0.2) 0.4% (0.4) (0.8%)

£m Actual B/(w) than Budget B/(w) than LY
Gas Sales 12.1 (2.9) (19.4%) 0.5 4.0%
Gas Margin 0.2 2.0% (0.0) 0.4% 0.1 0.4%

11.

12.

Total sales to September 2024 were £52.5m, £1.2m lower than budget and in
line with last year. Rebate income is performing well with £0.3m higher
collections than last year.

Stores sales were £35.5m and better than last year but slightly below
budget. A significant contraction in the educational supplies market continues
to affect sales, typified by Member area spend being down 9% year to date
(YTD). The contraction in the market reflects the ongoing funding pressures
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within schools from inflation, pay, and energy. ESPO has managed to offset
this contraction through targeted sales growth campaigns into development
areas and additional volumes sold through the competitive pricing offer. Trading
conditions remains highly competitive and ESPO customers continue to utilise
the loyalty-based promotions to secure value for money.

Gross profit margin % for Stores at 28.8% is slightly behind budget. Last
year margin was exceptionally strong linked to in-year cost price deflation from
suppliers which hasn’t occurred this year. This year the budgeted margin in the
early part of the year reflected the sell through of the higher cost exercise book
stocks purchased last year. Margin is expected to improve through the second
half of the year as the older exercise book stocks are sold through in October.

Directs sales were £10.2m and are £0.9m lower than budget. The budget
assumed a volume in line with last year. The unexpected contraction in the
market, mainly affecting non-essential purchases, has particularly affected
school purchases of directs products such as classroom furniture and
equipment replacement, which can be deferred by schools. The funding
pressures in schools impacting larger purchases, may possibly ease across the
second half of the year following the Government part funding of the teachers’
pay award announced in July.

Gross profit margin % for Directs at 19.3% is +2.9% ahead of budget, but
this is largely due to the mix of product sold and work earlier in the year
resetting target margins. Margin is expected to return closer to budgeted levels
in the second half of the year.

Rebate income of £6.8m is £0.3m ahead of last year and in line with budget.
It continues to perform well, with a good pipeline in place of contracts secured
for the future.

Other income is inline with budget overall.
Overall gross profit margin at £19.9m is slightly lower than budget.



Expenditure

19. Total expenditure of £14.2m is £0.6m better than budget. This mainly
relates to vacancies across procurement and finance, and differing phasing of
Procurement training and legal costs associated with readying the business for
the change in regulations. ESPO maintains a continued focus on strong cost

186

B/(w)
£m Actual than tﬁé S‘V\g{
budget
Employee Costs
Staff 7.8 1.1 (0.5)
Agency/Contract 1.5 (0.7) (0.3)
Total 9.3 0.4 (0.7)
Overhead Expenses
Transport 1.8 0.1 (0.2)
Warehouse 0.5 (0.0) (0.1)
Procurement 0.1 0.2 (0.0)
Sales & Marketing 0.3 0.0 0.1
Finance 1.0 (0.1) (0.0)
IT 0.7 0.0 (0.1)
Directorate 0.4 (0.0) (0.1)
Total 4.9 0.3 (0.3)
Total Expenditure 142 | 0.6 (1.1)
As % of Total Sales Excluding Gas 27.1% 0.6% (2.0%)

control across all areas.

20. Expenditure as a percentage of sales is one key performance indicator (KPI)
which allows ESPO to measure cost control in relation to sales. This KPI was
27.1% and is 0.6% better than budget and shows costs are being controlled in
relation to sales activity and inflationary growth.

ESPO Trading Limited (ETL)/Eduzone

21. ETL and Eduzone are ESPOs limited companies which service the private
sector.

ETL and Eduzone - Year to September 2024

£k Actual A gt:ta" B/(w) than LY

Eduzone Sales 269 (21) (49)
ETL Sales 770 290 365
Total Sales 1,039 269 317
Eduzone Gross Margin 95 (7) (23)
Eduzone Gross Margin % 35.2% 0.1% (1.7%)
ETL Gross Margin 200 68 73
ETL Gross Margin % 25.9% (1.5%) (5.4%)
Total Gross Margin 294 61 50
Eduzone Expenditure (129) (5) 15
ETL Expenditure (68) (1) (9)
Total Expenditure (196) (6) 6
Trading Surplus 98 55 57
Trading Surplus % 9.4% 3.8% 3.7%
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Total sales of £1,039k are £269k ahead of budget.

ETL, serving international and private sector customers, has started strongly
with sales ahead of budget and some earlier ordering ahead of the peak
summer international period. ETL has benefitted from growth strategies,
developing relationships with international distributors in the international
market, and increased recognition of the ESPO brand overseas.

Eduzone, focusing on early years in the UK, is in line with budget, and slightly
behind last year. This reflects the nursery market facing similar financial
pressures to schools but lacks some of the additional funding that was
announced for schools in Autumn 2022. Independent nurseries are particularly
struggling with staff leaving the sector and high energy costs.

Margin and expenditure is largely in line with budget and costs are being
controlled.

Overall, a £98k surplus has been generated, £55k ahead of budget and
£57k better than last year.

Full Year Expectation

27.

For the full year, the budget is a surplus of £7.2m. There are several risks and
opportunities that could impact ESPO across the second half of the year:

i) ESPO’s competitive price offering remains strong and regular
benchmarking shows ESPO is well positioned to attract additional
volumes across the remainder of the year.

ii) Revised BESA and school feedback indicates significant budgetary
pressures on schools and weaker demand expected across the rest of
the year.

iif) Catalogue margins have been in line with budget due to additional
volumes, target margin setting and beneficial product mix. This trend is
not expected to continue across the second half of the year with the
contraction of the market.

iv) Directs sales could remain behind budget for the rest of the year as
schools continue to focus on essentials and defer spending on furniture
items. There could be a small upturn in Quarter 4 (Q4) if budget
pressures are eased from the part funding of teachers pay announced
in July.

v) Competition remains fierce in the Educational Supplies market. Private
sector have continued their investment in the educational supplies
market actively targeting the Education sector online catalogue and
offering a next day delivery service as standard.

vi) Rebate income has progressed well year to date (YTD), however early
indications show Central Government policy impacting major customer
spend on HR and Consulting frameworks.

vii) December usually makes a loss given the Christmas closure (for ESPO
and schools) and is also a slow month for rebate collection. This is
budgeted.
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The latest guidance for the full year is a trading surplus of £7.2m in line
with budget. The second half of the year is a quieter trading period, and the
forecast will continue to be adjusted as more confidence is gained over
customer demand levels.

Operational Progress

29.

30.

31.

32.

33.

In September, ESPO’s distribution centre picked and despatched 158,806
order lines, valued at £4.959m and the transport fleet with couriers made
26,822 deliveries. Warehouse picking was performed at a rate of 32 lines per
hour against a budget of 32 lines per hour. The error rate detected by quality
assurance (QA) was 1% against the budget of 3%. The average order value for
stock orders in September was £269.84 compared to the target of £266.13.
Operational and Information Technology costs year to September 2024 were
£7.994m against a budget of £8.320m. Stock availability averaged 98.2% in
September, the stock value was £10.519m with a stock turn of 5.387. ESPO
coped well during the annual back-to-school trading period with all customer
delivery promises met on time.

The regular Joint Consultative Committee Meeting (JCC) with unions was held
on 20 September.

The Customer Services Team handled 6,231 calls across the three customer
service channels. Average wait times across all teams was 42 seconds with
93% of all calls answered. The team processed 29,410 customer orders valued
at £4.702m. Online and electronic converted orders were at 89% of the total
orders processed. Direct orders currently valued at £1.686m are being
managed from suppliers to customers. Late suppliers are being expedited by
the Customer Services Team and customers are kept informed of the estimated
delivery date. 6,906 responses to email enquiries were recorded using the e-
ticketing system. ESPO received 40 service ratings from FEEFO and the
customer rating was 96%.

Facilities Management (FM) in September ensured that all statutory inspections
and repair and maintenance services took place on their relevant due date. In
conjunction with insurers, the sprinkler fire pump has been upgraded. A plan to
upgrade the canteen faciliies has been agreed, which will incorporate
enhancements to the seating areas and vending facilities. The on-site recycling
resources are being upgraded to facilitate recycling and waste separation.
Portable appliance testing (PAT) on electrical equipment has been booked in
line with Electricity at Work regulations.

There was a reported injury to a delivery driver who sustained injury to the ribs
whilst removing parcels from a cage. This is being investigated to understand
any additional training that might be required. A series of random drugs and
alcohol tests were conducted on 23 September. All donors returned negative /
zero results for both alcohol and drugs. As part of ESPO’'s staff welfare
programme night shift workers undertook a health surveillance exercise with
the Leicestershire County Council approved occupational health provider. The
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ESPO Leadership Team agreed to participate in the Healthy Workplace
scheme delivered by Public Health, including MOT health checks on site.

A risk assessment and Safe System of Working (SSOW) have been created for
the operation of the new Vector Network Analyser (VNA) truck and a Type 1 fire
risk assessment for emergency evacuation of the new warehouse extension
has been created. A health and safety site inspection and audit was completed
at ESPO’s Welsh depot on 16 September. No significant issues were
identified.

A carbon reduction plan was presented to the leadership team on 17
September. The plan, which includes a net zero carbon reduction target has
been set at 2050 in line with Leicestershire County Council. ESPO will continue
to work with its environmental consultants AECOM as part of the ambition to
achieve future ISO status.

The Information Technology (IT) helpdesk handled 633 enquiries with a 100%
satisfaction rating from internal customers. ESPO is planning to enhance the
ESPO intranet site using Sharepoint which will create a more dynamic,
interactive digital workspace for staff. For uSecure, the staff awareness training
system, the overall Risk Score reduced for consecutive months from 116 to
114, and the course completion rate has improved from 97.2% to 98.7%. The
Information Technology Decision Group (ITDG) agreed a number of updated
standard [T policies. The results from two significant audits were received, the
Annual IT General Controls Audit 2023-24, and the IT Developments 2023-24
Audit. In both cases this was assessed as “Substantial Assurance” with no
critical or high recommendations identified. Work continues on the introduction
of using PowerBi technology to improve the quality of ESPO’s management
information system.

After a thorough assessment of the procurement options for the provision of a
cloud-based hosting solution for ESPO’s Enterprise Resource Planning (ERP)
system ESPO identified a CCS framework as the optimum solution. The
framework uses standard framework terms and conditions and is specifically
designed for Software as a Service solutions and has a direct award option.
This meets the required procurement regulations and enables ESPO to access
the Infor System 21 through the cloud rather than on-premise. Following legal
review, the contract has now been agreed. It is envisaged that the system will
migrate to the cloud within the next few months.

The warehouse extension build at Grove Park has now been completed. The
new warehouse is now fully racked with accompanying sprinkler systems and
all lighting equipment is installed. The cabling for the WIFI network was
extended into the new warehouse during September and the car park was
refurbished during August/September. Work is now underway to re-locate stock
into the new warehouse from external sources and from the existing bulk
storage. New, highly visible, signage will be installed in October which will
promote the ESPO logo to thousands of passing motorists each day. Members
will be able to see, first-hand, the completed facility on their visit following
Management Committee.
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Staffing

39.

40.

41.

42.

The three primary causes of sickness absence during Quarter 2 of 2024/25
were:

Quarter 2 (Jul -Aug 2024) |
FTEOZ?VS Percentage
Skeletal Problems | 25442 | 3987%
Back and Neck 83.03 13.01%
5“&?@?&@;&"“ 63.51 9.95%

The top three health reasons have stayed the same as Quarter 1, however
Musculoskeletal has increased during Quarter 2 but over 16%, whilst back and
neck problems has only increased by 0.6%. Stress/depression, mental health
has actually decreased since Quarter 1 by over 2%. The cases are not work
related and are all being managed with the support of Human Resources (HR).

Overall sickness absence did start to decline after Quarter 1. However,
September saw a rise in absence, with a 100% increase in the number of days
attributed to Other musculo-skeletal problems. This increase can be seen in the
graph below:

FTE Days Sick

8.25 318 8.20
8.08 806 8.08

7.86

7.49 744 755
7.39 7.38 :

, N A S S R
F & & F @@ R Y K

An Essential Development Programme for managers and aspiring managers is
to be launched over the coming months, including targeted supervision/ first
line manager training and completion of mandatory training in relation to
Human Resources policies and procedures.
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Resources Implications

43. There are no resources implications arising from the recommendations within
this report.

Recommendation

44. 1t is recommended that the Management Committee note the update provided
on the actions and progress made since the last update provided to Members
in September 2024.

Equality and Human Rights Implications

45. There are no equality and human rights implications arising from the
recommendations within this report.

Background Papers

46. None.

Appendices

Appendix A — Balanced scorecard
Appendix B — Risk Review Extract

Officer(s) to Contact

Kristian Smith
Director
k.smith@espo.org
0116 265 7887
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Management Summary Sep 24

Actual Budget /LY Var YTD Actual Budget YTD YTD Var
Stores Sales £6,118,003 £6,234,478 |\ -1.9% £35,479,778 £35,742,638 |V -0.7%
Direct Sales - B,I);;,748 ] £3,261,979 |¥ -5.9% £10,236,511 £11,139,648 |J -8.1%
Rebate plus fee income (£k) £646,038 | £§9,078 A 19.8% £6,816,600 £5,683,822 |fv 19.9%
Total Sales (Exc Gas) £9,878,808 £11,323,321 i -12.8% . £53,230,654 £59,541,015 (W -106%
Stores Margin % 29.0% 35.1% ¥ (6.13%) 28.8% 29.6% N (0.9%)
Directs Margin % 251% I 23.2% A 1.87% 19.3% 16.47 S 2.93%
Total Gross Margin inc Consumables Cost £3,325,592 £3,602,830 * -7.7% £19,940,653 £21,986,479 | -93%
Total Expenditure £2,333,000 £2,420,553 |W  -3.6% £14,224,888 £14,872,338 (¥ -4.4%
Surplus £992,592 £1,182,277 | -£189,685 £5,715,765 . £7,114,142 |\ -£1,398,377
Net Profit Margin % 10.0% 10.4% ¥ -0.4% 10.7% . 11.9% W -1.2%
Actual Budget /LY Var YTD Actual Budget YTD YTD Var
I Eduzone Sales £45,292 £63,750 ¥ -29.0% £271,049 £289,500 W -6.4%
. CustomerOrderkPts
TY YTD LY YTD Var
AOV £269.84 £267.14 h £f271
Prop “:1':"‘ Caly 97.3% 972%  |& o0.04pp
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Appendix B

1 be coneldensd, particulerly with intial expiry of the contract in May 2027.

newfreplacemont system would greetly heightan curment.

oparation of the bl validation sarvice. However iong tarm use of tha system noeds|

A decislon on future strategios will noed to be taken in 2025, Nryh\phmeﬂdmda
cument risk levels.

Commercial

of performance of

3. Increased number of system issuse

ESPO
Risk Action Risk Action
Risk Riek Ow mpoct | 2= gcory [ TTreatr oy SieTam Coftrola. Actions Risk indicators to be used to monktor the riek Lcatts -l Action Target
Rt Category Risk Description Comsequences { Impect ner poct | o . and cod | 3590 TTmtll Further Action / Additional Controle Action Owner Date
Terminete Terminats
78 |Supply chain Supply chain risk — Including corona virus, Brexit and Confiict In Europe (1. *Stock supply shortages for products or componenu that are made In Far  [Director 4 4 Treat 1. 'Set up an internal team teskad with managing 1. Weekly stock avallability reports with supplier 4 Tolerate 1. Align staff palicles to LOC guldelines. Directar Ongeing 10.5.24. Widespread cost implications related to global
East. effects In UK ESPQ’s and In resps to the and falled orders. 2, Assess trading Impa:t on financlal forecasts. shipping disruptions through the Red Sea route have not
2. 'Staff shnrtages n all ESPO functional areas due to hlgh sickness rates. health crisis. 2. Weekly 'staff sickness reconds attributable to 3.1 sources of products. imaterizlised and the situation now appears to have
3.'School closures to reduce infection spread. 2. ‘Maonltor updates and advice from WHO and UK tha coronavirus. 4. Regular meetlngs of the Internal team stabliised. Stock avallabliity remains high (98.5%) as the
4. 'Overall economic impact on ESPO's business activitles due to suggish government . 3. Weekly trading analysis 5. Ongoing communications with all relevant parties through web suppiler market has reacted accordingly to managing the
restoration of International supply chain. 3. 'Maintain regular communications with customers, » Continued enforcement of existing contrals by sthe, weekly comms and formal reports. Increased lead times as contalners take the longer route
5. Buying price risk due to Increased freight xasts may mean a reduced staff and stakeholders. managens 04.03.2020 ESPO update on Coronavirus Report discussed at Into Europe around Africa
margin, 4. ESPO continue to promate good handwashing and » Continued staff briefings and reminders. Mgmt. Committee.
6. Driver shortage In the market could affect defllveries to ESPO and our hyglene and have the y of |+ On-going Covid-19 secure monitoring by ESPO 06.03,2020 Teleconference with LOC.
ability to deliver to our customers on time. antibacterial wipes and cleaning equipment. Cnntramd Health and Safety Advisor and LCC. » All risk assessments and guidance fully aligned with LCC.
cleaning contractors disinfect door handles and hand = Internal meetings took place reguiarly during height of
» Stalf complacency and not adhering to controls In place. ralis as part of our contract. pandemic. Frequency reduced due b new 'BAU’. Would resume If
= All risks as identified previcusly coming to frultion due to further restrictions 5.Should a member of staff contract coronavirus EPSO required.
wili llalse with PHE directly at County Hall and follow any '« Comms on-gaing
* Supply chain disruption In the event of further lockdowns both In UK and recommendations. = Forthcoming work on bullding modifications and a new people
Worldwide. 6. Should Isclation ba required our Smarter Working strategy to support new ways of working.
= On-golng school dosures / partial dosures. Policy provides guldance on staff working from home
and where Y risk will be
completed. In the svent there Is a requirement for an
extended number of staff to work from home ail
avallable lap-tops provide to staff across the business
will be recalled and distributed accordingly..
7. Assess suppliers shortages through daily phone
icontact by Stock Optimisation team.
8. Work closely with staff agency partners to source
staff across the loglstics, procurement and financial
sectors.
9. Continue to manage supply chain risk through Supply
Chain Panel, PAG and CMG.
10. CMG and Contracts Panel will be made aware of
price increases and impacts assessed by Finance
11. Aim to resist price increase ‘within ysar’
12. Mrigate through re rein:
extensions
75 |7 TT Cyber Security. Range of cyber security threats Fallure to adequately protect ESPO networks, systems and data from AD Operations & |5 4 Treat Range of protections/controls in place, Including (but  [1) Firewall fogs (contain detalls on network traffic, 4 Treat IT action plan created and enhanced following the cyber audt by |AD Operations & |Q1 [08.05.24 Wark continues to remove obstacies to
(Nate - separate IT specHfic risk ragister and by attack could lead to » range of potential consequances, Induding;  |IT not fimited to): including hostlle attacks on the ESPO network) LOC. This Indudes contrals In place, and enhancements, induding: (IT 2021/ongoin (CyberEssentlals accreditation. The revised IT Policy has
Internat ITDG committee) legal Impacts or other losses. 1) Arewalls (outer defences, controtiing the border of  |2) Firewall Reports (Dally, weekly, monthly - Creation of cyber security roadmap, spacific risk register and g been approved, and work has commenced on a
ESPO network) reports on network traffic) Incidant response processes replacement for the Tracker utifty (currently blocking
Threat systam 3) Extesnal security support partner monitoring - New remote working policy mutt-factor CE+ accr 14.08.24 For of
vaﬂnul coming data (e.g. emails) for potential (Various support partners Issue reguiar threat revised password policy and technical measures for device t.ha new IT Policy will ick a slgnlﬂcunt box regarding
threats) alerts) for the
3} Antlvirus software (Prevents known viruses from 4) various event logging - systems that monitor - Penetration Testing lPM Tracker uthiity has now besn devdoped, which Is
executing on ESPO devicas) and alert on patential concerns (this s a2 weak - Disaster recovery polky, testing and third party support planned to go lve by Octobar. This enables us to scrap
4) Authentication systems (Controls who can access area for ESPO and will be reviewed) - Staff training and to Improve awareness, competance and the Tracker utllity, which Is another obstacle to CE+
ESPO systems and data) (Needs further expansion} enhance the posttive culture of reporting of lssues/mistakes. accreditation.  Microsoft Secure Score Is now at 78% and
5) Staff education (Reduces risk of successful phishing - Contracts with specialist 3rd parties to provide regular technical remalns consistently high (meaning more secure).
attack) and emergency support Penetratlon Testing for 2024 Is currently In procurament
6) Anti-Ransomware backup solution (prevents hackers - Working towards 'CyberEssentlais+' accreditation and should be completed in the Autumn. The Annual
from encrypting our backups) - Malntenance and development of Internal security procedures Disaster Recovery testing Is scheduled for late
7) External security controls Audk (Highlights areas of (e.9. the 2022 version upgrade of our ERP system) Sept 2022 September. ESPO's cybersacurity stance remains strong.
concarn in ESPO security systems) [Cyber [nsurance policy extended for 1 ysar. Oct 2022 LT
B) Penetration testing (probes the ESPO network for appmved [ncident Response Poficy. 08.02.24 Various Job
vuinerabiiities) Descriptions have been amended to reflect the Increased
(Needs further expansion/datall) importance of Cy tty and establish in this
area.
DR Testing In December 2023 demonstrates that current process.
s robust and effective.
Staff training is now across ESPO, and signs
suggest this is having a positive effect.
All user security measures (antivirus, antimalware etc) have been
migrated to MS Defender, additionally Defender drives our
software patching process, alerting us immediately when anything
requires update.
ESPO's Mirosoft Secure Secure remains very high at 77%, well
above the average for similar organisations (42%).
Waork towards Cyber
B0 |Procurement - The Procurement Bill contains areas of potential risk for ESPO. Lack of |Customers may choose to undertake thalr own procurements and not use \AD Procurement &E 3 Monitoring contracts finder/ find a tender and doser Fail down In numbar of customars using our 3 Treat 1. Develop ESPO's procurement strategy to take account of the AD Procurement
Compllance clarity around proposals at this stage adds to the concern. frameworks - falt in rebate Income. [Commercial of P pipelines frameworks. Insufficlent. newly released National Pollcy & C
Main areas of concern are: Risk of court if new p used Better engagement through CRM’S to manage 2.Work closaly with LCC and other PBOs to develop Joint approach.
Proposal for more flexihle procurement procedures may devaiue the Current procul may need to ensure Continued engagement with legal advisors to gauge required. 3.Through chalrmanship of the PBO forum ensure that
affarded by . QL may dedide to procure |with transparency rules Risk of being sued for Inappropriate transparency or customer tendencles representatives from the Cabinet Office attend to provide ragular
mgmselves for nat being transparent enough, Canvass opinken fram member authorities to understand updates on poiicy In relation to the Procurement Bl developmentai
Mare flexible procedures lacdng detall - risk to ESPQ If it attempts to what &t means to themywhat their intentions are. 4. Ensure that ESPO has representation on tha planned Cabinet
plonesr uss of thess. Manage customer messages to Intensify the 'safe Office tralning advisory body for new procurement rules - push for
Increased transparency rules bring greater administrative and framework’ message. central funding.
compliance burdens and undear expectations fram Cabinet Office ESPO stick with Open Procedure until new fexible 5. Put In place an ESPO procuremant steering group to support the
exposes contracting authorities to litigation risk. There Is also a rsal procedures are clarified and tested. transition to new ways of working
risk that supmels could become more embolden to mount legal Ensure p team s to 6. Ensure adequate legal reource Is in place from LCC to support
umder the new regleme and until ensure transparency compliance. Create a the transiton to new procurement rules, 7.Ensure new processes
X Is fully traied and tested. The new Regulations will remaln under unit within and governace procedres reamin under review and In-step with
raview and therefore subject to change for at least two year after being Update processes & procedures to reflect new changes to the new Regulations. 8. Continue to Invest in staff
implemented. requirements. training and developemt.
88 - F CRM - E9M+ rebate and £2.5bn+ ESPQ risks are: AD Procurement & 5 4 Treat 1. Tested process for system use. 1. Actual Income to be monktorad against forecast 3 1 reat 1. Implement new Spirit system. THead of
Trading customer spend 1. Reduced visbiity of framework sales data/Ml, by atc. C 2. Some data is held within procurement teams at and varlances raviewsd. 2. Build a centrally held pipeline for customer spend. Commercial
Risk of high dependance on bespoke ESPO develuped system and 2. Reduced abliity to forecast rebate income ranges. supplier level anly. 2. Delays In provision of MI and/or agreement on 3. Consider development of a suppller partal for uploading of M1
knowledge with one Individual within IT. 3. Potential to adversely Impact rebate income. 3. FAnance and Commercial teams hold high level rebate levels with suppliers. from 2,500+ suppllers.
4. manual for p teams. framework rebate Information. 3. Reviews between Commerdal team and 4. Consider automation of ralsing supplier involoes via Spirit CRM.
5. Member dividend s based on top framewnrks which will not be 4. Spirit projact to axpand data s teams. 5. Consider business wide rollout of a CRM systam.
ascertalnable If there Is no access to the database. currentty underway. 4. Reviews between Commerdal and Finance €. Consider appolnting a suppller to provide a rebate portal.
€. Current database doesn't hold framework details on MSTAR, Washroom team.
and CCS dua to with entering data. 5. Status of the Spirit project.
91 |Govemance and |Risk of warehouse extension overspend 1. Reduced cash reserves AD Finance g 4 Traat 1. Procurement process with prices agreed and fixed 1. Cost at 3 = Treat 1. Continual evaluation of costs and Investment appraisal through |AD Finance 01/12/2022 |15.5.24 - Regular oversight operationally and through
Ananda! 2. Less appealing Investment proposition where possible at the outset of contracting. ench stage of the tender process, and as the the Project Board the Project Board. Contingency remains In place and
2. Regular reviews of the Cast Pian with the third party |project progresses. 2, Clear specification for contractors and flexibifity on ESPOs part majority of the work has been tendered. Project currently
project manager (Pick Everard) and maln contractor to manage costs progressing on time and on budget.
(Galltford Try) 3. Fast deltvery plan once planning permission has been obtained
|96 [Energy Iniial period of contract with Optima wil end n May 2027 Jamwmmwwmhmmmmanmm AD Procurement & |5 2 10 [Treet [Ongaing contract management of Gptima and reguiar monkorkg lmmmﬁdoﬁm 2 10 [Tt Fioad of Commercial 1313.55
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