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1. Purpose 

This is presented to the Board/Committee for:  

 Decision 

This report relates to: 

 Legal requirement 

This aligns to the following NHSScotland quality ambition(s): 

 Effective 
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2. Report summary 

2.1. Situation 

The Annual Procurement Report 2025-26 is presented to the Board for approval following 

the Finance & Performance Committee’s recommendation to approve it on 8 September 

2026. The report is a statutory requirement under the Procurement Reform (Scotland) Act 

2014 and provides a summary of NHS Shetland's procurement activity, performance and 

compliance during the period 1 April 2025 to 31 March 2026. The report demonstrates 

how procurement activity has supported delivery of Board objectives whilst meeting 

legislative and governance requirements.  

2.2. Background 

The Procurement Reform (Scotland) Act 2014 requires NHS Boards to publish an Annual 

Procurement Report detailing procurement activity, compliance with procurement duties 

and performance against procurement objectives. During 2025-26, NHS Shetland 

managed procurement expenditure of approximately £11.9 million, excluding pharmacy 

expenditure that falls outwith the scope of the report. The report provides information on 

regulated procurements undertaken during the year, use of national frameworks, supplier 

engagement, community benefits, payment performance, support for local suppliers and 

future procurement activity.  

The report has been prepared by NHS Public Services Delivery (PSD) procurement 

colleagues in partnership with NHS Shetland and was reviewed by the Procurement 

Steering Group on 7 August 2026 prior to its submission to the Committee. 

2.3. Assessment 

The report demonstrates that NHS Shetland continues to maintain compliant 

procurement arrangements and delivered all regulated procurements in accordance with 

its Procurement Strategy. During 2025-26 the Board awarded three regulated contracts 

with a total value of £284,800 and recorded no instances of non-compliance with the 

Procurement Strategy.  

Key achievements highlighted within the report include: 

 Total procurement expenditure of £11.87 million. 

 Approximately £1.29 million spent with local suppliers, supporting community 

wealth building and the local economy. 

 £8.67 million (73.5%) of procurement spend placed through compliant contracted 

suppliers. 

 Continued use of national contracts and frameworks where appropriate. 

 65% of purchase order lines placed through catalogues. 

 Agency expenditure reduced to £885,000, representing a 40% reduction compared 

to the previous year. 

 Continued strong supplier payment performance, with 91.95% of invoices paid 

within contractual terms.  
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The report also identifies future procurement activity, including planned procurements 

and contract renewals relating to telephony services, water and wastewater billing 

services, mobile data services, the Macmillan Pan-Island ICJ Programme and the Lerwick 

District Heating Scheme.  

2.3.1. Quality / patient care 

Effective procurement supports the delivery of safe and effective patient services by 

ensuring the timely availability of goods, services, equipment and contracted support 

required across NHS Shetland. The report demonstrates continued compliance with 

procurement regulations and national procurement arrangements which contribute to 

service continuity and resilience. 

2.3.2. Workforce 

The report identifies continued collaboration between local procurement staff and PSD 

procurement teams. Procurement activity supports the workforce through provision of 

goods and services required for service delivery and through initiatives such as the 

supported business contract with the Shetland Community Bike Project, which provides 

e-bikes for staff travel. 

2.3.3. Financial 

The report confirms procurement expenditure of £11.87 million during 2025-26. 

Procurement continues to focus on value for money through use of national frameworks, 

compliant contracts and supplier management arrangements. While no cash-releasing or 

non-cash savings were recorded during the year, the report notes that procurement 

activity has helped mitigate inflationary and market cost pressures through utilisation of 

national contracts wherever possible. 

2.3.4. Risk assessment/management 

Failure to comply with procurement legislation could expose the Board to legal, financial 

and reputational risks. The report provides assurance that regulated procurements 

completed during 2025-26 complied with the Procurement Strategy and statutory 

requirements. The report also identifies areas of ongoing focus, including improving 

contract coverage and continued management of non-contracted agency expenditure. 

2.3.5. Equality and Diversity, including health inequalities 

The procurement function supports the Board's commitments relating to sustainable 

procurement, fair work and community benefits. The report notes continued consideration 

of Fair Work First principles within regulated procurements and ongoing efforts to identify 

opportunities for supported businesses and wider community benefits. No separate 

equality impact assessment has been undertaken for the report as it is a retrospective 

report on procurement activity undertaken during the reporting period. 

2.3.6. Other impacts 

The report highlights NHS Shetland's role as an anchor institution within the local 

economy and demonstrates continued support for local suppliers, small and medium-

sized enterprises and community organisations through procurement activity and 

community benefit initiatives. 
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2.3.7. Communication, involvement, engagement and consultation 

The report has been prepared in partnership with NHS PSD procurement colleagues and 

reflects ongoing engagement with suppliers, stakeholders and service areas across the 

organisation. The final approved report will be published on the NHS Shetland website 

and submitted to Scottish Government in accordance with statutory requirements 

2.3.8. Route to the meeting 

This report has been considered by: 

 Procurement Steering Group, 7 August 2026 

 Finance & Performance Committee, 8 September 2026. 

 

2.4. Recommendation 

The Board is asked to: 

 Decision – Approve the Annual Procurement Report 2025-26. 

3. List of appendices 

 Appendix 1 – NHS Shetland Annual Procurement Report 2025-26. 
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1.1 Purpose 

The purpose of this annual report is to highlight NHS Shetland’s purchasing activities 

and to allow us to record and publicise our performance and achievements in 

delivering against our procurement strategy. This report allows us to demonstrate to 

our stakeholders that our procurement spend is being used to support the Health 

Board objectives as follows: 

 We provide excellent services for people 

 We support the building blocks of healthy communities 

 We create the conditions for a sustainable organisation 

As well as providing information on how we consult and engage with our 

stakeholders, alongside the procurement strategy, this annual procurement report is 

a key document in enabling informed engagement with our external and internal 

stakeholders, our strategic partners and suppliers or potential suppliers. 

As detailed within our Procurement Strategy this report will focus on the Board’s 

corporate expenditure, which is circa £11.9 million within the period of this report. 

There is £1.39M of related Pharmacy spend which is out of the scope of this report.  
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The tree map below highlights categories where spend was attributed to. 
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2 Summary against our mandatory requirements  

2.1 Summary of regulated procurements 

In accordance with the Procurement Reform (Scotland) Act 2014, any public contract 

(other than a public works contract) of £50,000 or greater and public works contract 

of £2,000,000 or greater is considered a Regulated Contract. A regulated 

procurement is any procedure carried out by a contracting authority in relation to the 

award of a proposed regulated contract and is completed when the award notice is 

published or when the procurement process otherwise comes to an end.  This 

includes both contracts and framework agreements. 

2.2 Summary of procurements 

The following tables summarise the regulated procurements in the period.  

Contract title Start Date End Date 
Value per 

annum 
Supplier Name 

PSD12725 NHS 
Shetland Taxis 

19/12/2025 18/12/2029 £20,000 Royal Voluntary 
Service (RVS), 
A.D.S., Shetland 
Taxis, Shetland Tours 
and Transfers, Allied 
Taxis 

 

Within the period of this report NHS Shetland has awarded 1 call off from an ESPO 

framework, 1 call off from a National Procurement framework, and 1 call off from a G-

Cloud framework.  

Award of a contract without prior publication of a call for competition 

Contract title Start Date End Date 
Value 
per 

annum 

Supplier 
Name 

Justification 

RL Datix Policy 
Stat Software 

 1/4/25  31/3/30 £20,000 RL DATIX  Policy 
Management. 

Ideagen In Phase 
Limited  

27/10/25 26 /10/30 £20,960 Ideagen Risk Management 
Software/Complaints 
Handling 

 

2.3 Spend through National Distribution Service (NDS) 

NHS Shetland have an agreement to purchase medical and non-medical 

consumables from the National Distribution Service, which is the approved central 

store for all NHS Scotland Acute Health Boards. £572,622 (72%) was covered by an 

approved national contract. This spend was contained within 72 national 

frameworks. Table below compares activity during the last 3 years. 
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2.4 Summary of non-competitive procurements 

NHS Shetland has some areas of spend above the regulated spend level that are 

not covered by a regulated procurement process. 

NHS Shetland finds it difficult to cover all agency requirement from national 

frameworks due to geographical location and on-going resource supply market 

constraints and therefore non-contracted suppliers have to be used to support 

staffing requirements. The Board’s annual spend for agency staff in 2025/26 was 

£885k, a decrease of 40% on the previous year.  

2.5 Collaborative contracts 

In this financial year NHS Shetland has not completed any collaborative contracts. 

2.6 Summary of community benefits 

Community Benefits are tangible, positive outcomes which improve the lives of local 

people and enable communities to thrive. They are vital for boosting employment and 

securing the long-term sustainability of communities and increased support for 

vulnerable people. 

Within our Procurement Strategy we stated that NHS Shetland had a commitment to 

incorporate community benefits to improve the economic, environmental and social 

wellbeing of the Shetland Islands and we would use the recommended tools where 

appropriate. 

NHS Shetland are registered with NHS Scotland’s Community Benefits Gateway. 

The gateway is an online portal connecting NHS Scotland suppliers with 

communities in Scotland. One community benefit was delivered via the gateway 

during the period covered by this report. 

NHS Shetland continues to engage proactively to support local groups and their 

projects. During financial year 2025/26 the Board worked with: 

- Basics Scotland 

- Clan House 

- Deaf Action 

Spend Category
Number of 

Contracts

Spend by 

Category

Percentage 

of Spend on 

Contract 

Number of 

Contracts

Spend by 

Category

Percentage 

of Spend on 

Contract 

Number of 

Contracts

Spend by 

Category

Percentage 

of Spend on 

Contract 

National Contracts 66 £482,194 64 £448,156 72 £572,622

Covid 19 Spend £2,280 £16 £216

Non Contract £224,807 £230,510 £218,426

Total £709,280 68% £678,682 66% £791,264 72%

NHS Shetland Spend through National Distribution Centre FY23-26

Period - Apr 23 - Mar 24 Period Apr 24 - Mar 25 Period Apr 25 - Mar 26
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- Foula Electricity Trust 

- Fair Isle Electricity Company (FIEC) 

- National Trust for Scotland 

- Mind Your Head 

- Oral Health Foundation 

- Royal College of Physicians London 

- Scottish Drugs Forum 

- UNICEF UF 

2.7 Supported business summary 

Within the report period there were no contracts awarded with a Supported 

Business. However, we continue to make use of our local contract with Shetland 

Community Bike Project at £40k per annum. The contract provides a pool of e-bikes 

for staff to use for workplace journeys. Procurement continues to review regulated 

procurements and include supported businesses wherever possible. 

2.8 Future regulated procurement summary 

Below is a view of upcoming regulated procurements over the next 2 years.  

 

Contract Description Category Supplier Expected 

Award Date 

End Date Estimated 

Value pa. 

Telephony Services Renewal Single Nov 2026 Nov 2030 £250k 

Water and Waste Water 

Billing Services 

Extension Single April 2027 April 2028 £73k 

Mobile Data Services Renewal Single April 2027 April 2031 £40k 

Macmillan Pan-Island ICJ 

Programme for NHS 

Shetland 

Extension Single June 2027 June 2028 £41k 

Utilisation of Lerwick 

District Heating Scheme 

by NHS Shetland 

Extension Single April 2028 April 2029 £312k 
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3 Review of regulated procurement compliance 

3.1 Introduction 

This section demonstrates how NHS Shetland procurement has contributed to the 

achievement of our specific objectives and to the general duties in the Procurement 

Reform (Scotland) Act 2014. Section 3.3 discusses our performance against the 

mandatory elements of our strategy while section 4 details how we performed 

against our key performance measures. 

3.2 How we review our regulated procurements 

NHS Shetland Procurement observes the Procurement Journey methodology 

namely, Route 2 or Route 3, dependent on the value and requirements of the 

procurement. Call off contracts are checked with the host organisation for 

compliance with regulations and policy before we enact these. 

3.3 Delivering against our mandatory obligations 

This section reviews our performance against the commitments stated in section 6 of 

our Procurement Strategy. 

Regulated procurements 

NHS Shetland is committed to ensuring all suitable opportunities are advertised to 

support businesses across Scotland in gaining access to our product and service 

requirements. As NHS Shetland will be advertising on and subsequently awarding on 

the PCS website, the functionality of the site will automatically publish and maintain 

our contract register for public viewing.  

Delivery of value for money  

We committed to obtain value for money through best practice contracting and 

supplier management. Challenging market conditions have limited the amount of 

cash releasing savings achieved but the Board has worked to minimise cost 

pressures by utilising national frameworks where possible.  

Engaging with patients 

We work with colleagues in NHS Shetland to facilitate better engagement with 

stakeholders. Many of our services and products are used by service users rather 

than patients and Procurement support the implementation of new contracts 

including evaluating and transition. For appropriate national contracts there is an 

opportunity for representation on Commodity Action Panels where strategies and 

specifications for products and services are designed. 
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Food procurement 

During 2025/26, £191k (66% of food and catering cost) was spent with Shetland-

based suppliers, namely J W Gray & Co, Knowles Food Services Ltd, The Douglas 

Arms, Qa Fish Limited, Shetland Farm Dairies Ltd, Sandwick Baking Company Ltd 

and Shetland Freezer & Food Centre Ltd. There are local processes in place to 

ensure high level of standards are maintained.  

For a remaining portion of our food supply, NHS Shetland utilises a call off from a 

national contract for dried and tinned food transported from the mainland. NHS 

Shetland engages with National Procurement to identify how best they can utilise 

National Contracts.  

Scottish Living wage 

NHS Shetland Procurement includes an opportunity within all tenders for Supplier to 

respond if they meet the Scottish Living Wage. All current local estates contractors 

meet or exceed the Scottish Living Wage. 
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4 Strategy performance review 

4.1 Key measures 

Within our strategy our objectives were measured by six key performance measures. 

Our performance in this section will be reviewed against the targets agreed against 

these performance targets which are measured using monthly KPI reporting. 

4.1.1 NHS Shetland Procurement Key Achievements 

Local Supply Chains  
 

Procurement plays a vital role in community wealth building by maximising local 

spend. By prioritising purchases from local businesses, organisations can stimulate 

economic circulation within the community, retaining wealth and creating job 

opportunities. This approach supports the growth and sustainability of local 

businesses, fosters diversity among suppliers, strengthens community networks, 

reduces environmental impact, and generates tax revenue for public services. Overall, 

local spend promotes economic resilience, equity, and prosperity at the local level, 

making it a crucial strategy for building and retaining wealth within communities.  

NHS Shetland spent approximately £1.29m with local suppliers this year. 

 
NHS Shetland - an anchor institution 
 

NHS Shetland serves as an anchor institution, embodying the characteristics of large, 

locally rooted organisations with a substantial presence in their communities. As an 

anchor institution, NHS Shetland fulfils various crucial roles, including employing a 

significant workforce, making substantial financial investments, owning, and managing 

land and assets, and delivering essential services. This substantial presence 

contributes significantly to the local communities by delivering social value from 

procuring goods and services. 

 

Spend with contracted suppliers 
 

NHS Shetland measure what proportion of their regulated procurement spend is 

ordered through compliant suppliers and held on the NHS Shetland Contract 

Register. 

From our trade spend of £11.9M a value of £8.67M (73.5%) is spend with a 

compliant supplier and our contract register is updated to reflect any spend 

purchased through national or local contracts. 
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Spend through Catalogues 

 

National Procurement supported Shetland to migrate hospital departments to order 

more goods and services from catalogued items. Some departments have started to 

order the majority of their spend via this route and a plan has been developed to 

implement this to all in-scope departments. 

65% of purchase order lines were ordered via catalogues. There is a high 

compliance of catalogue lines against suppliers with most order line activity, (e.g., 

National Distribution Stores, dental supplies, stationery supplies) 

4.2 Invoice payment performance 

This is an area of major importance within the Procurement and Finance 

communities, with payment times measured and reviewed on a monthly basis. The 

agreed measure is to ensure supplier payment within 30 days. The table below 

details our performance against this measure.  

NHS Shetland is committed to supporting business by paying bills more quickly, 

aiming to pay all undisputed invoices within ten working days, across all public bodies. 

The statistics below, which relate to all suppliers, are calculated using “invoice 

received” date, as opposed to invoice date. 

 

Invoice Payment Performance 2024-25 2025-26 

Invoice Payment (<30 days) 92.32% 91.95% 

Invoice Payment (<10 days) 83.16% 81.65% 
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5 Other items of note 

5.1 Procurement structure 

NHS Shetland has local Procurement staff based in Lerwick, Shetland and are 

supported by the Public Services Delivery Scotland Procurement Team, based in 

central Scotland who support and deliver some elements of the activities within the 

Procurement Strategy and offer strategic and operational assistance. 

 

The key shared responsibilities are detailed below: 

 Review / Establish / Maintain local standard Procurement procedures. 

 Agree / Establish procurement objectives. 

 Propose savings targets and KPIs to track performance and monitor 

performance.  

 Participate and contribute to delivery of procurement objectives in compliance 

with governance and audit protocols.  

 Engagement with key stakeholders to develop commodity strategies and 

maximise savings delivery through National and Local Contracts.  

 Manage contract implementations to maximise savings delivery. 

 Use of mandated systems (PCS and PCS-Tender) in the contract tendering 

process. 
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6 Annex 

1. Organization and report details             

a) Contracting Authority Name         Shetland 

Health Board 

  

b) Period of the annual procurement report         1 April 2025 

– 31 March 

2026 

  

c) Required by s18 Procurement Reform (Scotland) Act 2014 to prepare 

an annual procurement report? (Yes / No) 

Yes   

              

2. Summary of Regulated Procurements 

Completed 

            

a) Total number of regulated contracts awarded within the report 

period 

  3   

b) Total value of regulated contracts awarded within the report 

period 

  £284,800 
 

  

c) Total number of unique suppliers awarded a place on a regulated 

contract awarded during the period 

7   

    i)  how many of these unique suppliers 

are SMEs 

        4   

    ii) how many of these unique suppliers are Third sector bodies   1   

              

3. Review of Regulated Procurements 

Compliance 

            

a) Number of regulated contracts awarded within the period that complied 

with your Procurement Strategy 

3   

b) Number of regulated contracts awarded within the period that did not 

comply with your Procurement Strategy 

0   

 
            

4. Community Benefit Requirements 

Summary 

            

Use of Community Benefit 

Requirements in Procurement: 

            

a) Total Number of regulated contracts awarded with a value of £4 million 

or greater. 

0   



14 | Page NHS Shetland Annual Procurement Report 

b) Total Number of regulated contracts awarded with a value of £4 million 

or greater that contain Community  

0   

    Benefit Requirements.   

c) Total Number of regulated contracts awarded with a value of less than 

£4 million that contain Community  

0   

    Benefit Requirements   

   

   

Key Contract Information on community benefit requirements 

imposed as part of a regulated procurement that were fulfilled during 

the period: 

    

d) Number of Jobs Filled by Priority Groups (Each contracting authority 

sets its own priority groups) 

Not recorded   

e) Number of Apprenticeships Filled by 

Priority Groups 

        Not recorded    

f) Number of Work Placements for Priority 

Groups 

        Not recorded   

g) Number of Qualifications Achieved Through Training by Priority Groups Not recorded   

h) Total Value of contracts sub-contracted 

to SMEs 

        unknown   

i) Total Value of contracts sub-contracted 

to Social Enterprises 

        £0   

j) Total Value of contracts sub-contracted 

to Supported Businesses 

        £0   

k) Other community benefit(s) fulfilled         1   

              

5. Fair Work and the real Living Wage             

a) Number of regulated contracts awarded during the period that 

included a Fair Work First criterion.        

  1   

       

b) Number of unique suppliers who have committed to pay the real Living 

Wage in the delivery of a regulated  

3   

    contract awarded during the period.   

c) Number of unique suppliers who are accredited Living Wage employers 

and were awarded a regulated 

0   



15 | Page NHS Shetland Annual Procurement Report 

    contract during the period.   

              

6. Payment performance             

a) Number of valid invoices received 

during the reporting period. 

        18,815   

b) Percentage of invoices paid on time during the period (“On time” means 

within the time period set out in  

91.95%   

    the contract terms.)   

c) Number of regulated contracts awarded during the period containing a 

contract term requiring the prompt  

3   

    payment of invoices in public contract supply chains.   

d) Number of concerns raised by sub-contractors about the timely 

payment of invoices within the supply chain  

0   

    of public contracts.   

            

 

  

       

       

       

7. Supported Businesses Summary             

a) Total number of regulated contracts awarded to supported 

businesses during the period 

  0   

b) Total spend with supported businesses during the period covered by 

the report, including: 

£40,500   

    i)  spend within the reporting year on 

regulated contracts  

        £40,500   

    ii) spend within the reporting year on non-regulated contracts    £0   
 

            

8. Spend and Savings Summary             

a) Total procurement spend for the period covered by the annual 

procurement report. 

£11,869,329 

 

  

b) Total procurement spend with SMEs during the period covered by the 

annual procurement report. 

£4,490,610 

 
  

c) Total procurement spend with third sector bodies during the period 

covered by the report. 

unknown   
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d) Percentage of total procurement spend through collaborative 

contracts. 

  1%   

              

e) Total delivered cash savings for the period covered by the annual 

procurement report 

Nil 
 

              

f) Total non-cash savings value for the period covered by the annual 

procurement report 

Nil    

              

9. Future regulated procurements             

a) Total number of regulated procurements expected to commence in the 

next two financial years  

5   

b) Total estimated value of regulated procurements expected to 

commence in the next two financial years 

£1,586,000 
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7 Report ownership and contact details 

In line with the Reform Act and to ensure our Annual Procurement report details our 

performance against strategy, this report will be subject to formal annual review and 

approval by the NHS Shetland Procurement Steering Group.  

 

 

Report Author: Chelsea Lawson 

Designation: Commodity Manager 

Email: Chelsea.lawson2@nhs.scot  

Telephone: 01698 794479 

mailto:Chelsea.lawson2@nhs.scot
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8 Glossary 

 

Term Definition 

Collaborative 

contract 

Where 2 or more organizations engage in procurement 

activity for mutual benefit. 

Community 

benefits 

Community Benefits are requirements which deliver wider 

benefits in addition to the core purpose of a contract. These 

can relate to social- economic and or environmental 

benefits. 

Supported 

business 

A supported business means a business whose main aim 

is the social and professional integration of disabled or 

disadvantaged persons, and where at least 30% of the 

employees are disabled or disadvantaged persons. 

Standing financial 

instructions 

Details the financial responsibilities, policies and 

procedures adopted by NHS Shetland. They are designed 

to ensure that financial transactions are carried out in 

accordance with the law and government policy in order to 

achieve probity & accuracy. 

Sustainable 

procurement 

The sustainable procurement duty requires that before a 

contracting authority buys anything, it must think about 

how it can improve the social, environmental and economic 

wellbeing of the area in which it operates, with a particular 

focus on reducing inequality. 
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