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FY 2003 ANNUAL PURCHASING REPORT

Introduction:

The Annual Purchasing Report is prepared to inform the Board of Trustees about purchasing statistics and major events during the past fiscal year, July 1, 2002 through June 30, 2003.  This report contains the results of the audit of purchase orders (PO’s) between $2,500 and $10,000, the number of sole source purchases greater than $10,000, the new preferred vendors and purchases from minority and women-owned businesses.    This year the report also includes a synopsis on the Michigan Consortium, a purchasing coalition that has been formed between the State of Michigan and Michigan public universities.

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

The Board of Trustees changed its purchasing policy effective October 1, 2001 from a requirement of at least three competitive quotations for all purchases to a requirement of at least three competitive quotations for purchases which exceed $10,000.  It was agreed that the Purchasing Department would perform spot audits throughout the year in order to ensure that departments are taking appropriate measures to obtain the most cost-effective pricing for purchases at $10,000 or below. Purchasing conducted an audit of PO’s processed between July 1, 2002 and June 30, 2003.  A total of 3,809 PO’s were processed, of which 1,060 were between $2,500 and $10,000.  Purchasing audited 15% of all PO’s in that dollar range.  Of the 159 PO’s audited, only one was not in compliance with the policy requiring comparative pricing or sole source reasoning.  The one purchase was for $2,970.  A meeting is scheduled with this department to clarify purchasing policy for all future purchases.

Sole Source Purchase Orders:

The Purchasing Department annually reviews all sole source purchases.  For the period July 1, 2002 through June 30, 2003, 226 sole source PO’s 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 clothing for the Golf Pro Shop

· Preferred vendors, such as Dell, Gateway, NBS and Ricoh

· Maintenance agreements for equipment already purchased

· Sole vendor in area

· Standardization requirements, such as external signage and security equipment

Minority and Women-Owned Expenditures:

Total expenditures with minority and woman-owned businesses for July 1, 2002 through June 30, 2003 for direct purchases were $960,051.  Dollars spent indirectly with minority vendors through JM Olson, Office Depot and Staples were an additional $87,740.  Combined this is 3.6% of total purchases.  Last year minority and woman-owned expenditures were $2,540,926 or 10.7%.  The reduction is attributable primarily to the decrease in construction activity.  The Purchasing Department processed 408 PO’s that were $10,000 or greater.  Of these PO’s, 90% were bid to a minority, researched for a minority vendor, or not possible to bid to a minority vendor.  With this new collection of data from the past year, the Purchasing Department is able to focus on areas with low-minority involvement and use this data to make improvements over the next year.  

The Purchasing Department maintained a booth at this year’s Michigan Minority Business Development Council Trade Fair at Cobo Hall and with the help of DSL hook-up added over 60 new minority and woman-owned vendors to our database right at the booth.  We have also added a woman-owned temporary staffing company to our preferred vendor program.

Preferred Vendor Program:

Over the past year, several new Preferred Vendors have been added to the University’s program.  The office supply program has been moved to Staples Business Advantage, and temporary staffing to Oactec.  Also, Ricoh Business Systems has been added for copiers, Fisher Scientific for science supplies, and Praxair for lab gases.  In the next six months we will complete a JIT janitorial supply program, cell-phone program and charter bus program.

Michigan Consortium:

A Task Force between the State of Michigan and state universities has been formed to look for common savings programs between the two groups.  This program is currently looking at potential common purchases for utilities, mailing and printing, travel and information technology.  All of these programs are in the development stage, but hopefully will prove to be of some benefit to Oakland University.
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