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ANNUAL PURCHASING REPORT
1.
Division and Department:  Finance and Administration
2.
Introduction:  The Annual Purchasing Report is prepared to update the Board of Trustees (Board) about University purchasing activities and major purchasing events during the past fiscal year, July 1, 2006 through June 30, 2007.  This report contains the results of the audit of purchase orders between $2,500 and $10,000, the number of sole source purchases greater than $10,000 and an update on purchases from minority and women-owned businesses.  This report also includes an update on improvements in technology, savings and the Corporate One Award.  

Audit of Purchase Orders Between $2,500 and $10,000:  Board Policy requires at least three competitive quotations for purchases that exceed $10,000.  The Purchasing Department conducts spot audits throughout the year to ensure that departments are taking appropriate measures to obtain the most cost-effective pricing for purchases at $10,000 or below. The Purchasing Department conducted an audit of purchase orders (PO’s) processed between July 1, 2006 and June 30, 2007.  A total of 2,896 purchase orders were processed, of which 986 were between $2,500 and $10,000.  Purchasing audited 19% of all PO’s in that dollar range.  Of the 186 PO’s audited, one department did not follow the competitive pricing policy.   Purchasing has reviewed the policy with this department and has been assured that policy will be followed for future purchases.

Sole Source Purchase Orders:  The Purchasing Department annually reviews all sole source purchases.  For the period July 1, 2006 through June 30, 2007, 229 sole source PO’s were made in excess of $10,000.  Purchasing received appropriate justification for each of these purchases. 

Minority and Women-Owned Expenditures:  Departments are encouraged to seek out and obtain pricing from qualified minority and women-owned businesses as part of their broader solicitations that include all potential vendors.  In every case, contracts and purchase orders are awarded to the lowest responsible bidder regardless of minority or women-owned status.  Total expenditure with qualified minority and women-owned businesses for July 1, 2006 through June 30, 2007 for direct purchases was $2,081,710.  This constitutes 6.6% of our spend through purchase orders,  a  2.8% increase over the prior year’s purchases.  In addition to direct purchases, $18,980 was spent indirectly with qualified minority vendors through Staples and Fisher Scientific.
The Purchasing Department was awarded the Corporate One Award from the Michigan Minority Business Development Council for its involvement in continuing to work with minority and woman-owned companies.
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Improvements:  The Purchasing Department has completed the initial training for departments to use the on-line requisition process.  Training will continue to be offered to new employees as needed.  In addition to moving to the on-line requisition process, the Purchasing Department has been involved in the Lean Management Committee working on signature authority process improvements. 

The Purchasing Department participated in a combined computer purchase with Central Michigan University in July.  Eighteen departments took advantage of this program saving approximately $30,000 on the purchase of new computers.

3.
Previous Board Action:   The Purchasing Department presents a purchasing report annually to the Board.
4.
Budget Implications:  Properly managing purchasing policies helps ensure cost effective budget management.
5.
Educational Implications:  None.
6.
Personnel Implications:  None
7.
Recommendation:  None.
8.
Attachments: None.
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John W. Beaghan
                                 Vice President for Finance and Administration and Treasurer to the Board of Trustees
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