
e-Auction Guidance

What is an e-Auction?
An e-Auction is not a procurement procedure in itself, rather it is a tool that can be used as part of an Open, Restricted, or Negotiated
 procedure, when used in support of a Dynamic Purchasing System process, or when re-opening competition amongst suppliers on an existing framework agreement.
e-Auctions can only be used when awarding a contract or when awarding a call-off contract under a mini-competition. It cannot be used to appoint tenderers to a Framework agreement.
Typically an e-Auction is an electronic “reverse” auction whereby suppliers use internet-based software to bid against each other online and in real time. 
Bids from suppliers are against a published specification and are usually based on price alone (although can account for other quantifiable criteria such as quality and delivery). The bid price is taken into account alongside with other scored criteria to determine the contract award after the auction closes.
e-Auctions can deliver cost savings as tenderers are encouraged to compete against one another in a live environment.   In order to be fair and equitable e-Auctions should be transparent to all participants and must provide an electronic audit trail of activity.
The purpose of this document is not to give guidance on how to build and carry out and e-auction. It is to highlight the key considerations that need to be addressed before undertaking an e-auction and how using an e-auction impacts on standard procurement procedure.

When is an e-Auction appropriate?

e-Auctions are most effective when there is high degree of competition in a given market and the commodity being procured can be specified to a high level. A detailed specification means suppliers are easily able to understand and price their bids, whilst a high degree of competition makes conducting an auction more likely to lower prices in the live environment.
In deciding whether to conduct an e-auction Institutions should consider the following key questions before proceeding. If the answer to the first three questions is “no” then the requirement is not suitable for an e-auction and should follow an alternative procurement route.  If the answer to the following 4 questions is “no” the requirement may need further consideration as to whether it is suitable for an e-auction.
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Can you expect suppliers to reduce their margins?
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Is the award criteria quantifiable?
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An e-auction is the final stage of the procurement process where all other “non-price” factors (e.g. quality evaluation and terms and conditions) have already been established. It is the final deciding step in the contract award process. 
The award of contract following an e-auction must be based on either the lowest price or the most economically advantageous tender i.e. whichever method has been pre-determined in the Contract Notice for the particular procurement, and based on the overall values of quantifiable elements of tenders of which price is one element.
How is an e-Auction carried out?

The following indicates where the use of an e-Auction affects the typical procurement process when carrying out a tendering exercise. 
Project Start-Up

Before undertaking the actual e-auction the Institution must have invested in detailed planning, the use of an appropriate system and understood the relevant guidance. The first step is developing a Commodity Profile & Strategy.
Commodity Profile & Strategy and Timetable

In developing the Commodity Profile and Strategy it may become apparent to the User Group that an e-auction is an appropriate procurement tool to use, and some key considerations are detailed above. It is vital that the Institution clearly documents their rationale for deciding this. 

Building an e-auction

There are a number of e-Auction systems that are available and institutions may choose to use an existing system they already have in place. Institutions should consult their provider regarding the construction and operation of an e-Auction.  In order to participate, typically tenderers will only need an internet connection, although thought should be given as to what information and training should be made available to participating suppliers.

The eProcurement Scotland Programme Office provides support to Institutions using the e-Auction service through the eSourcing Scotl@nd system.  Training, coaching and on-line system documentation for creating and running an e-auction is provided for all users of eSourcing Scotl@nd. Helpdesks are also available supporting both technical and non-technical queries.

For more information on e-Auctions or the eProcurement Scotl@nd Service please contact 0131 244 3618 or email eprocurement@scotland.gsi.gov.uk. eProcurement Scotland are able to provide detailed guidance to support setting up an e-auction, advice on bid decrements and strategy as well as the conditions that an e-auction should be conducted in.

OJEU Contract Notice

When the Institution intends to hold an e-auction it must state this in the Contract Notice. Other than this advertising requirements remain the same as for other procedures. 
Invitation to Tender (ITT)
When an e-auction is going to form part of the procurement process, the ITT document must include, as a minimum, the following information for tenderers:
· A description of the e-auction process.
· The quantifiable elements of tenders which will be the subject of the electronic auction.
· The limits and minimum differentials of the values of quantifiable elements of tenders which may be submitted in the e-auction.

· The information to be made available to tenderers during the e-auction and, where appropriate, an indication of when it will be made available to them.

· The electronic system to be used in the electronic auction.

· The arrangements for connection to the electronic system to be used.

Tender Evaluation

Before conducting an e-Auction returned tenders must first be evaluated in a clear and auditable manner on those areas not subject to the e-auction, and the results converted into numerical information for incorporation in the auction phase. The award criteria must have been agreed internally in advance and been stated in the Contract Notice or PQQ/ITT documents.
Invitation to Participate in e-Auction (ITPeA)
Following evaluation, tenderers that have submitted acceptable responses should then be invited to participate in the e-auction. Details of this invitation should include;
· the outcome of the evaluation of their returned tender. This should include the score and relative ranking.
· all relevant information regarding connection to the e-auction system

· the date and time the auction will start.
· the number of phases in the auction.
· how tenders will be re-ranked during the auction based on the bids tenderers make during the auction*, and the mathematical formula used to determine this.
· where variant bids are authorised, the separate mathematical formula for each.
· the basis on which the auction is to be closed.
  * - For example if cost represent 20% of the award criteria. The bid price submitted by the tenderer will be converted into points. Therefore a very high bid price may equal 0 out of 20. Equally a very low bid price will equal 20 out of 20. Points are determined according to how the price compares within two extremes of a range which is set in advance.  

Tenderers should be invited simultaneously, by electronic means to submit new prices or values in the auction.

This invitation should be sent at least 2 working days prior to the auction. This is the minimum and it is recommended that the invitation is issued well in advance of the auction.
e-Auction

Following the ITPeA Institutions may want to consider running a dummy or test auction leading up to the e-Auction in order to familiarise participating tenderers with the system.

During the actual e-Auction the Institution should instantaneously communicate to all tenderers their overall score and all other relevant information sufficient to allow them to ascertain their relative rankings. This information is communicated automatically as part of the e-auction system.

Institutions are permitted to set up an auction so that tenderers can view the prices or values set by the other tenderers (as long as the intention to share prices/other values has been communicated in the Statement of Requirements), and they may also disclose the number of other tenderers participating and their relative ranking.  However, they may not disclose the identity of any participating tenderers.
Closing the Auction

An auction, or the phases of an auction, should be closed;

· at the date and time specified in the invitation or;

· when there are no new prices/values for a specified period (or none which meet the specified requirements for minimum differences) or;

· when using automatic extensions, when no new bids which meet the requirements are received or;
· at the end of the last phase (if phases have been fixed).

Post-Tender Negotiations cannot be undertaken following an electronic auction.

Notification of Award of a Contract 
The Contract can only be awarded following completion of the e-auction process, and conclusion of the Standstill Period where the tendering procedure followed under the EU Procurement Regulations requires a Standstill Period to be conducted.  This must take place only after completion of the e-auction process.  Note: a Standstill Period does not apply if an e-auction is used in the context of awarding a Call Off Contract from a Framework Agreement.  
� May only be used as part of a Negotiated procedure if the justification for its use was an Open or Restricted procedure which was discontinued due to irregular or unacceptable tenders (see separate guidance).
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