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Introduction

The Board of Trustees amended its purchasing policy in October 2001, changing the requirement of at least three competitive quotations for orders that exceed $2,500 to a requirement of at least three competitive quotations for orders that exceed $10,000.  In order to ensure competitive pricing, the administration proposed to conduct an annual audit of a sample of Purchase Orders (PO's) that fall between $2,500 and $10,000.  If the audit found that more advantageous pricing was available, the Purchasing Department would work with the department to develop purchasing strategies to achieve more aggressive pricing in the future.

Audit of Purchase Orders Between $2,500 and $10,000

The Purchasing Department has conducted an audit of PO's processed between November 15, 2001 and June 30, 2002.  A total of 2,671 PO's were processed, of which 733 were between $2,500 and $10,000.  Purchasing’s goal was to monitor 5% of these PO’s, but in order to perform an audit across the university community, Purchasing actually audited 108 PO's, or approximately 15% of all PO’s in that dollar range.  Of the 108 PO’s, only two were not in compliance with the policy, or 1.8% of the audited PO’s, since they did not obtain comparative pricing.  One purchase was for $3,483.50 and the other was a blanket-order for a not-to-exceed amount of $6,000.  Meetings are scheduled with these two departments to clarify purchasing policy for all future purchases.

Sole Source Purchase Orders

The Purchasing Department annually reviews all sole source purchases.  For the period November 15, 2001 to June 30, 2002, 64 sole source purchases were made in excess of $10,000.  Purchasing received appropriate justification for all of these purchases.  Typical reasons for sole source purchases are:

· Items for resale, such as the clothing in the Golf Pro Shop

· Need to match existing equipment

· Maintenance agreements for equipment already purchased

· Sole vendor in area

· Standardization requirements, such as our external signage

The Purchasing Department revamped the reporting feature in Banner so that all purchases are assigned to one of four categories: Competitive Bid, Sole Source, Emergency or Confirming.  Since this reduction in the number of categories occurred during the current fiscal year, we are only able to provide consistent information for the 
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period since November 15, 2001.  Subsequent sole source reports will reflect an entire fiscal year.
Other Purchasing Developments
The Purchasing Department recently launched its own web page.  One of its features is the on-line vendor application form that vendors complete electronically. This data, along with minority and women-owned status, is captured in the Vendor List and is available to all staff.  This is especially important now that departments are responsible for vendor selection for purchases up to $10,000.

The Purchasing Department is working to increase the number of preferred vendors used on campus.  With a preferred vendor arrangement, the university develops bid specifications for a certain type of commodity, such as office supplies, and then awards a single contract to the successful bidder.  All departments would utilize this arrangement for any product included in the specifications and at any time during the life of the contract.  No subsequent bidding is required since this was accomplished at the front end of the procurement process.  These arrangements are typically set for two years with possible two one-year renewals at the university's option.  Preferred vendor arrangements reduce administrative effort and ensure competitive pricing.  We now have preferred vendors for pagers, furniture, computers, office supplies and temporary staffing.  By October 2002, we will be adding a preferred vendor for copiers.   We also expect to investigate a preferred vendor arrangement for science supplies.

The Purchasing Department is also working to increase minority and women-owned expenditures.  Minority and women-owned expenditures for Fiscal Year (FY) 2000 were $1,720,335 or 8.9% of total purchases.  The Purchasing Department was successful in increasing this category of purchases to 10.7% in FY 2001 for a total-spend of $2,540,926.  Purchasing recently attended the Michigan Minority Conference, which helped to identify new minority and women-owned vendors.  Purchasing also attended a seminar in July, recommended by the Office of Diversity and Compliance, to foster new relationships and increase our resources for finding minority and women-owned businesses.
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