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	Commercial Division
Finance & Group Operations Directorate
Skipton House
80 London Road

London  SE1 6LH

www.dh.gov.uk

	28 December 2016
	


Dear Potential Provider,

Invitation to Compete (ITC) for the Supply Chain Future Operating Model (FOM) – Category Towers Procurement Services 

OJEU Reference No:   2016/S 249-458178
EOI Reference No:       60349
The Department of Health (acting on behalf of the Business Services Authority) (“the Authority”) is pleased to invite your organisation to tender for the Supply Chain Future Operating Model (FOM) – Category Towers Procurement Services. 

Background

The NHS spends approximately £5.7bn on goods annually. Rather than centrally purchased, this spend is distributed across many autonomous organisations that buy from a variety of suppliers in a variety of ways.

To promote efficient purchasing and delivery of goods, the NHS entered into a national supply chain arrangement with DHL in 2006. This arrangement consolidated NHS Logistics and much of NHS Procurement and Supply Agency into one organisation, the NHS Supply Chain. While there was no mandation of individual trusts to use the service, it sought to achieve aggregation of      demand through compelling prices and service delivery. 

The Contract was extended in 2015 and is due to expire in October 2018. As part of the extension agreement, the Authority has the contractual right to transfer certain pre-defined areas of the     Contract from DHL and switch delivery to a new service provider. It also provided the Authority with greater transparency around the operation of the service and commitments to achieve £300 million of savings by September 2018.
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The Future Operating Model envisages disaggregating the service into the below five areas:

      Figure 1 – The FOM
The Requirement
The procurement exercise is for the delivery of the ‘Category Towers’ procurement services, which will be a component of the Future Operating Model being procured to replace the current service. 

A Category Tower combines the procurement of goods to the NHS with an evaluation and product range management process. These will replace the current procurement provision in the NHS Supply Chain contract before its contractual end date. The aim of this approach is to generate greater levels of savings and benefits for the NHS on its product spend.

There are Ten (10) Category Lots, divided into Two (2) portfolios and these will be procured in the Tranches defined below:

· Tranche One (1): Medical/Clinical Goods, consisting of Six (6) Category Lots 

· Tranche Two (2): Capital and Non-Medical, consisting of Four (4) Category Lots.  

The diagram below outlines how these are currently structured:
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Figure 2 – Category Tower Lots Breakdown
The Contract for each Lot will be for an initial three (3) year period (excluding the implementation period). The Contract term may be extended in accordance with clause 5 of the Contract.           The Contract award will be subject to an exclusivity clause (clause 7 of the Contract) where the successful Category Tower Provider will commit to undertaking activity within its pre-determined scope of   responsibility, and not in the areas being serviced by other successful Category Towers providers.  All Potential Providers are advised to refer to the exact provisions in the Contract.

In line with Regulation 46(4), the Authority is including a limitation on the number of Lots that will be awarded to any one Potential Provider; please refer to the Evaluation Guidance – Attachment 4, Section 7.
The ITC and the draft Contract is accessible through the Authority’s e-sourcing portal and on     Contracts Finder. However, the Authority reserves the right to reissue these documents with any refinements to the ITC at the commencement of the award phase.  All Potential Providers will be   notified of any refinements by message through the e-sourcing portal.  Further information regarding the e-sourcing portal and Contracts Finder can be found at:  https://www.gov.uk/government/organisations/department-of-health/about/procurement
All supporting documentation for the ITC can be accessed through the Department of Health’s secure Data Room. To gain access, you will need to send an email requesting for access to           CategoryTowers@dh.gsi.gov.uk.   On completing the registration and accepting of the non-disclosure agreement, you will also have access to specific areas within the project Data Room; full access will only be provided to the Potential Providers shortlisted for the Award Phase.

The Procurement for each Tranche will follow a separate timetable; the key indicative dates is below;
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Table 1 – Indicative Procurement Timetable
Please note the above dates are indicative as such that the Authority reserves the right to adjust, all Potential Provider will be notified accordingly. 
Any questions concerning the ITC suite of documents and / or the procurement process must be sent using the Clarification Questions Submission Template (Attachment 5) to the Category Tower project email address CategoryTowers@dh.gsi.gov.uk. 

The Authority will endeavour to respond to clarification questions within two (2) working days from when received but, ultimately, by the date the Authority has set for responses to clarification questions in the procurement timetable above.

Yours sincerely

Category Towers Project Team
Intelligent Client Coordinator
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