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Disclaimer

This Report has been prepared by KPMG LLP (“‘KPMG”) on the basis set out in KPMG’s proposal to the Welsh Government dated 10 April 2013, the Welsh
Governments contract award letter dated 25 June 2013 and KPMG'’s acceptance letter dated 1 August 2013 (these combined documents referred to here as the
“‘Engagement Letter”).

This Report is for the benefit of the Welsh Government and the Local Authority to which it refers, which KPMG has agreed in writing to treat as addressees of the
Engagement Letter (the “Beneficiaries”), and has been released to the Beneficiaries on the basis that it shall not be copied, referred to or disclosed, in whole or in part,
without KPMG’s prior written consent.

This Report is not suitable to be relied on by any party wishing to acquire rights against KPMG (other than the Beneficiaries) for any purpose or in any context. Any
party other than the Beneficiaries that obtains access to this Report or a copy (under the Freedom of Information Act 2000 or otherwise) and chooses to rely on this
Report (or any part of it) does so at its own risk. To the fullest extent permitted by law, KPMG does not assume any responsibility and will not accept any liability in
respect of this Report to any party other than the Beneficiaries.

In preparing this report, the primary source of information has been internal management from both the Welsh Government and the Local Authority to which this report
refers. KPMG does not accept responsibility for such information which remains the responsibility of the Welsh Government and the Local Authority to which this report
refers. KPMG has satisfied themselves, so far as possible, that the information presented in the report is consistent with other information which was made available to
them in the course of their work in accordance with the Engagement Letter. KPMG has not, however, sought to establish the reliability of the sources by reference to
other evidence. The analysis undertaken by KPMG has been of a high level nature and has been undertaken following discussions with the Welsh Government and the
Local Authority’s officers. The scope of KPMG’s work is different from that for an audit and, consequently, no assurance is expressed by KPMG.
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Fitness Check — Procurement Maturity Assessment

Caerphilly Executive Summary

Overall Maturity

: Developing towards advanced

Rating

um Caerphilly have a mature central procurement team. They have embedded process across the organisation and deliver quality outcomes for internal
customers/stakeholders.

m There is currently a changing organisational culture which, we understand, will strengthen procurement compliance and governance over the coming
months, as well as increase the profile of the procurement team across the organisation.

Organisational um A central focus area for procurement is economic development and support to local business, as well as maximising value for money in procurement

Context and commissioning activities. This focus led to a recent Minister's visit in recognition of the MTCBC & CCBC collaboration for the River Link Project.

This project included trainees from the Value Wales trainee programme and demonstrated Caerphilly’s commitment to collaboration, procurement
trainee development and social and economic regeneration.

m Caerphilly have received several awards for procurement excellence and are involved in various procurement collaborative initiatives with other Local
Authorities. Caerphilly has participated in a number of Strategic Welsh Reviews demonstrating their engagement and commitment to collaboration.

Model Dimension Recommended Actions

m The next step for Caerphilly centralised procurement is to further increase internal relationships and develop stakeholder
management plans and continue to raise the level of procurement understanding across the organisation.

Procurement leadership & governance

Procurement strategy & objectives = Reintegration of Procurement should be a standing agenda item on Senior Leadership Team meetings.

= Development of Directorate Plans (category strategies) with key stakeholders to ensure organisational objectives take

D A Sz mes account and advantage of procurement requirement as well as the service delivery perspective.
Commodity/project strategies and collaborative = Leveraging the Directorate plans, these strategies will need to drive strategic partnerships and consideration of alternate
procurement service delivery models and commercial arrangements as the next step in Caerphilly’s maturity.

= Aligned with the recommendation above, more strategic supplier relationships will develop from and be enhanced through

Contract and supplier management greater attention to contract management — post award, from a Directorate and central team perspective.

= Ongoing performance monitoring of the outcomes of the P2P initiative by the central team, including providing feedback to

Key purchasing processes and systems key internal stakeholders on benefits realisation and improvements.

= Continuation of the informal mentoring and coaching in place currently within the central team. Internal relationships

People strengthened and informal networking / knowledge sharing activities outside of the central procurement team.

= Customer and supplier feedback will be an organic product of strengthened relationships developed through greater

Performance management contract management and internal relationship management.
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Fitness Check — Procurement Maturity Assessment

Caerphilly Executive Summary

Welsh UK Public

Model Dimensions Comparison Sector Comments
Gaps
Gaps
| | | | | | ! .
. | 7 Y ] 0 1 m Central team that understands policy and

Procurement leadership & governance ] X HER (. X /,P X | @ @ guidance, implemented across all contracts

] 1 1 A 1 ! T

— | . i 0 0 | = Strategy understood across organisation,

Procurement strategy & objectives : : : ! ! ! ! 9 o updated strategy sign off 19 November 13

| | | | L | | | o q . .

- | ; ; ; ; ; | = Working collaboratively with Directorates to
DIETATE 1S S I e ] : : * | /‘ * | | ] @ o define supply need pro-actively
Commodity/project strategies and ! X X \. "' ‘.: X : 9 @ » Not following the traditional ‘category
collaborative procurement : ! Y t ! | management’ however management in place

| | "/ I\ 1! | | C .
. | . . . . . | m Currently only conducted by Directorates,
Contract and supplier management | | :? | .\" | i (33 ] «p area of opportunity to enhance
{ i " i $, i 1 = Have had Proactus in place for many years,
Key purchasing processes and systems | X N ):—\. X ] @ o Procurement eSystems initiative
! ! 1y ro ! ! implemented in February 2013
People ! . ) NV . " @ = Cohesive team, opportunities to progress,
P : ! e '.\ ! ! : development/mentoring system in place
| 1 ) 1 1 1 ! P ;
, X X A X | m Systems reporting in place, opportunity
PR TR R ! ! ! ® O ! | @ @ aligned with Contract Management
Non- Developing Developing
Conforming Conforming Advanced
® Caerphilly Average maturity grade ® Average of Welsh Authorities ® UK Public Sector Benchmark

m Caerphilly overall has a mature structure in place. The next steps for maturity relate to how to build upon those good foundations to

Overall drive more strategic and ‘out of the box’ solutions for the authority which will impact positively on savings initiatives and commercial
Recommendations outcomes. The key areas relate to internal relationship development to guide planning and strategic thinking and strategic
relationship building with suppliers.

Likely benefits from m The likely benefits for Caerphilly from implementing the recommendations relate to the potential in driving more commercially savvy

implementing and cost efficient contracts.
recommendations
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Procurement leadership & governance

A detailed overview of the results per dimension KPMG found ...

Weighting for model

element
Score: _ 80% m Caerphilly’s centralised procurement staff ranked the
Procurement 15% organisation highest on maturity for the following processes:
strategy & UK Public Sector S 4496 = Clear leadership of the procurement activity

objectives Benchmark:
m Clear process for delegation of authority

Defining the Maturity Level of Dimensions = Value add through application and appropriate use of

supply need the Community Benefits policy

m As per the respondents, there are adequate internal control
systems, however there seems to be some scope to improve

Commodity/ Clear leadership of the procurement activity S : _
internal stakeholder relationship management.

project strategies

and collaborative ) . .
procurement Responsible for effectiveness and quality of

sourcing

= With recent changes in the organisation the governance and
controls in place are currently being reviewed across the
organisation (outside of procurement) but this should have a
positive impact on procurement’s compliance and governance

Contract and

?r:fr?allle;ment Effective internal stakeholders relationship AN agenda moving forward.
9 management m The results in the responsible for effective and quality sourcing
. oo ; relate to the collaborative approach which the central team
Key Purchasing N 5 takes when engaging with directorates and the central team’s
Processes and Clear process for delegation of authority P P 3 interpretation of the question from the model in responding.
Systems ; : ; : ;
Adequate internal control systems Y :
People A |
; by ; i = Arestating of the new leadership’s support of procurement and
I A N ; its role in the organisation will positively reinforce the central
Value add through application and appropriate @ @ | '@ | M| team’s ongoing work across the organisation and encourage
Performance use of the Community Benefits policy oo compliance, particularly in light of recent management changes.
management I i

B Caerphilly Average Maturity grade @ Average of Welsh Authorities
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Procurement strategy and objectives

A detailed overview of the results per dimension KPMG found ...

Procurement
leadership &
governance

Defining the
supply need

Commodity/
project strategies
and collaborative
procurement

Contract and
supplier
management

Key Purchasing

Processes and
Systems

People

Performance
management

Maturity Level

I
I

Maturity Level of Dimensions

Score:

UK Public Sector
Benchmark:

Degree organisations procurement strategy
development

Clear process for procurement involvement in
strategic reviews of service provision

Procurement strategy supported by senior
management

Procurement department developed and acted
on an improvement plan

Level of external collaboration for good
procurement practice and Welsh Government
procurement policies

Weighting for model
element

15%

m Caerphilly has scored highly on maturity related to the degree of
procurement strategy and development and the level of external
collaboration for good procurement practice and Welsh
government procurement policies.

m The results relating to a clear process for procurement to be
involved in strategic reviews of service provision, have had
more to do with senior leadership in recent years than a
willingness and capability issue within the procurement team.

m This senior leadership influence has also impacted upon the
strategy support in recent years however with a more recent
change in organisational leadership and culture, this score
should improve in the coming months as the structures within
the procurement team are in place to support this agenda.

= The result relating to improvement plans is indicative of plans
brought about through audit findings, which were minimal due to
established good practice.

m Caerphilly are participants in a most collaborative initiatives
undertaken by the Welsh Government and work closely with
Merthyr Council to assist their procurement function.

Opportunities

m Procurement involvement in senior leadership team meetings as
historically was the case, this will reinforce transparency and
compliance, visibility and whole of organisation alignment of and
realisation of benefits through procurement.

B Caerphilly Average Maturity grade @ Average of Welsh Authorities
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Defining the supply need

A detailed overview of the results per dimension KPMG found ...

Weighting for model

Procurement
leadership & Maturity Level Comment
governance

element
Score: B 3% = Overall, respondents indicated that the maturity element
Procurement 10% ‘defining supply needs’ is functioning well.
strategy & UK Public Sector | 6696 = The central team appear to maximise value for the organisation

iecti Benchmark: . ; . . X
objectives and its customers, involving internal customer teams, managing

demand and conducting detailed supply market analysis and
Maturity Level of Dimensions capturing stakeholder feedback whilst supporting local suppliers.
m The focus for Caerphilly, driven by its Members, is Economic

Development and investment in local business rather than

Maximise value for the organisation and its absolute cost savings.

Commodity/

. . customers . . .
project strategies m Caerphilly had lower results in the following two areas:
and collaborative . .
procurement Level of involvement with internal customer = Extent of commodity strategies development and
RS management due to not having a traditional category

Contract and management structure; and

supplier
management

= Transparent and proportionate mechanisms to
encourage new suppliers, make contracts accessible,
easier bidding which could be improved.

Opportunities

m Greater engagement with local suppliers to educate on process
— however recognise that local business development is a key
area of focus for Caerphilly and initiatives have previously been
developed in a one off/project based requirement.

Extent of commodity strategies development
and management

Key Purchasing ;
Processes and Effective demand management ;
Systems j

Detailed supply market analysis and
People stakeholder feedback

Transparent and proportionate mechanisms to
encourage new suppliers, make contracts
accessible, easier bidding

m Development of Directorate Plans (category strategies) with key
Performance stakeholders.

management

B Caerphilly Average Maturity grade @ Average of Welsh Authorities
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Commodity/ project strategies and collaborative procurement

A detailed overview of the results per dimension KPMG found ...

Procurement
leadership &
governance

Procurement
strategy &
objectives

Defining the
supply need

Contract and
supplier
management

Key Purchasing
Processes and
Systems

People

Performance
management

I o
UK Public Sector _ 0
Benchmark: 59%

10%

element

m Caerphilly is managing most of the category areas under
commodity/project strategies and collaborative procurement
which works well for their team and the Authority. They are not
however operating under a formal category management
structure.

Maturity Level of Dimensions m There is some scope for improvement in managing cross-
functional demand and influenceable spend under

Commodity strategy in line with Procurement
Route Planner

Cross functional demand management

Influenceable spend under commodity/project
strategies

Sustainability

Sourcing risk mitigation process
Supplier Selection process
Performance reviews

Collaborative procurement

Working with sectoral consortia and/or value
Wales

Appropriate evaluation criteria

commodity/project strategies however this should improve inline
with leadership support and process changes within the
organisation in coming months.

= The implementation of a streamlined e-Procurement — P2P
initiative should also see an improvement in influenceable spend
responses moving forward, as the initiative streamlines policy,
processes and systems to stop off contract spend.

Opportunities

m Continued relationship building and development of Directorate
strategies with key stakeholders aligned to organisational
objectives.

= Formalised departmental/category strategies to align
collaborative and commissioning activities within the
organisation.

m Use of spend data to inform decision making organisation wide.

B Caerphilly Average Maturity grade @ Average of Welsh Authorities
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Contract and supplier management

A detailed overview of the results per dimension KPMG found ...

Procurement
leadership &
governance

Score:

I 7
I s

Procurement
strategy &
objectives

UK Public Sector
Benchmark:

Defining the
supply need

Influenceable spend under contract

Commodity/
project strategies
and collaborative
procurement

Clear understanding of contract coverage

Contracts and suppliers management

Supply risk management
Key Purchasing

Processes and

Systems Feedback from suppliers

People Supplier and organisational processes
development

Performance Use of supplier engagement

management

12.5%

element

m Caerphilly’s survey respondents indicate that the organisation’s
contract and supplier management excellence is due to the e-
Procurement tools in place and the P2P initiative, which stops
off-contract spend before it occurs through system workflow.

m Contract management is currently undertaken by Directorates
Maturity Level of Dimensions with minimal procurement team input unless requested.

Opportunities

m Development of contract management strategy aligned to
organisational and Directorate plans — particularly in light of
scoping around alternative service delivery models.

m Supplier management strategy implementation training for key
stakeholders within directorates.

m Engagement and roll out with suppliers to ensure buy-in and
sustained outcomes.

B Caerphilly Average Maturity grade @ Average of Welsh Authorities
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Key purchasing processes and systems

A detailed overview of the results per dimension KPMG found ...

Procurement ; ;

' : Weighting for model
leadership & Maturity Level clement Comment
governance

Score: _76% = Caerphilly has advanced automation and integration of finance
Procurement 10% and procurement systems.
strategy & UK Public Sector _ % ;
Sl EEtEs Benchmark- 85% m Its use of e-procurement tools, quality assurance and P2P

information management is also effective.

o M itv Level of Di : = The organisation could drive some improvement through review
Defining the UL HevE O PIEE 0rs of supplier payment performance however the current

supply need o e-Procurement — P2P initiative which aims to streamline
P payment and processes (commenced in February 2013) should
Commodity/ Use of e-procurement O see improvements in this area over time once embedded.

project strategies
and collaborative

procurement Effec_:tive_ness of PO to invoice or PO receipt b
and invoice i :
Contract and P :
supplier i 5
management Supplier payment performance P ;
Quality assurance . Opportunities
_ _ i = Ongoing performance monitoring of P2P initiative outcomes by
People P2P information management P ; the central team, including providing feedback to key internal
> - stakeholders on benefits realisation and improvements.
Automation and Integration of finance and
Performance procurement systems oo i
management P :

B Caerphilly Average Maturity grade @ Average of Welsh Authorities
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People

A detailed overview of the results per dimension KPMG found ...

Procurement
leadership &
governance

Procurement
strategy &
objectives

Defining the
supply need

Commodity/
project strategies
and collaborative
procurement

Contract and
supplier
management

Key purchasing
processes and
systems

Performance
management

Maturity Level

I o

UK Public Sector
Benchmark: NA

Score:

|
Maturity Level of Dimensions

Proactive future procurement resources
planning

Individual contribution to improve procurement
efficiency and effectiveness

Use of Welsh Procurement Competency
Framework

Training and development support structures

Level of non-procurement staff competence to
procure

Proficiency in Public Sector Procurement
Legislation

Proficiency in Welsh policies on SME access,
Community Benefits, Collaboration and
electronic trading

Weighting for model
element

15%

m Caerphilly’s respondents feel that the organisation is proficient

in Public Sector Procurement Legislation, Welsh policies on
SME access, Community Benefits, Collaboration and electronic
trading.

Individual contribution to improve procurement efficiency &
effectiveness and presence of training & development support
structures is approaching towards advanced level of maturity
with mentoring and regular team knowledge sharing well
established in the team.

Limited proactive future procurement resources planning and
level of non-procurement staff procurement competence will be
addressed in the team’s year end reviews.

Use of Welsh Procurement Competency Framework is due to
the timing of the questionnaire and Value Wales providing
information to sites. There is now a plan to address the
changes from Value Wales in the team’s end of year reviews.

Opportunities

m Continuation of formal mentoring and coaching within the central
team.

= Continuation of development of internal relationships in the

directorates to ensure profile is maintained and customer needs
are understood.

B Caerphilly Average Maturity grade @ Average of Welsh Authorities
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Performance management

A detailed overview of the results per dimension KPMG found ...

Procurement
leadership &
governance

Procurement
strategy &
objectives

Defining the
supply need

Commodity/
project strategies
and collaborative
procurement

Contract and
supplier
management

Key purchasing

processes and
systems

People

I
UK Public Sector _ 0
Benchmark: 59%

12.5%

element

m Caerphilly’s performance management is at advanced level of
maturity with regards to state of KPIs, reporting and action on
procurement reports and influenceable spend monitoring.

m The organisation is contributing towards analysis of trends in

Welsh procurement.
Maturity Level of Dimensions

State of KPIs

Reception and action on relevant procurement
reports

Influenceable spend monitoring

Use of customer feedback

Contribution to analysis of trends in Welsh '
procurement ;

Opportunities

m The next step in development of customer feedback relates to
previously identified opportunities around planning with
Directorates and development of strategic partnerships with
suppliers — if these two elements are implemented successfully,
customer and supplier feedback will be an organic product of
these strengthened relationships.

= Conduct internal stakeholder survey to gauge areas for
improvement from a customer perspective.

B Caerphilly Average Maturity grade @ Average of Welsh Authorities
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Fitness Check — Procurement Maturity Assessment
Profile of respondents

Number of respondents

Contract Value responsibility rey;omzzz?sf
Between £0 -£500K 1
Between £500K - £10m 7
Greater than £10m 5
Total 13
Qualification reg;orﬂzzrn?;
Degree (or equivalent) 23%
Masters 31%
MBA 0%
CIPS 15%
MCIPS 69%
Other 15%
Total 13

Less than 10 6
10-20 3
20 -30 3
Greater than 30 1
Total 13
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