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Below is a summary of questions and answers from the recent eAuction Bus Operator Information Meeting held at Leicestershire County Council on Wednesday 6th October 2010, presented by the Passenger Transport Unit (PTU).

How will Package contracts be presented? - The contracts included in the pilot event will be standalone contracts, the PTU will not be accepting any package prices for the pilot event. 
The intention is that we keep the pilot as straightforward as possible. As operators become more experienced in the use of the system we will look at introducing package options in the future. "Natural packages" i.e. routes that do operationally fit together, will be offered.

How will the Ceiling / Base price be calculated? - The Ceiling / Base Price (the starting price for each contract) will be calculated on a number of factors and average costing information, it will not be the same as the current contract price.  

It will be clearly greater than the current contract price and the price that the PTU would expect to achieve for that contract.  For further information on this, please see section 1.6 of the Rules Of Participation for the pilot event document. 
Yellow Bus Fleet - The In-house Yellow Bus fleet will not be competing in the eAuction process.  The routes to be operated by the Yellow Bus Fleet will be decided outside of any tendering process using best value criteria.

Time Extensions - There will be 3 minute extensions at the end of the eAuctions if an operator submits a bid in the last 3 minutes.  Operators are concerned that the event will go on for a long time.  It was noted however that with the £1 minimum bid decrements that the eAuctions will come to a natural ending, as bidding any further will make the contracts unviable. 

Experience elsewhere suggests that auctions tend to last between 1 and 2 hours irrespective of the number of individual routes.  For further information on this, please see section 2.3 of the Rules Of Participation for the pilot event document.

How long will the auction last? - The eAuction will continue to be live until all bids have been entered and no bids are placed in the last 3 minutes.  If operators are unable to stay until the closure of the eAuction, then they are advised to submit their lowest bids as soon as possible for each of the contracts that they are interested in.  For further information on this, please see sections 2.2 and 2.4 of the Rules Of Participation for the pilot event document.
Number of contracts per event - It is expected that there will be between 5 and 10 contracts in the pilot eAuction event. 

Will it be possible for operators to enter their lowest bid and the software automatically reduces the price bidded down to that level in response to competitive bids? - This feature will not be available. There are a number of different variations on how auctions could be run but the version we have chosen to trial is the most straightforward and the most commonly and successfully used elsewhere.
How many people will be on the helpline? - There will be a sufficient number of staff to handle each of the eAuctions depending on the number of operators registered to take part in each event. In the past as many as 150 staff have been on duty to cover any problems. In the event of an operator's complete system failure proxy bids can be entered for them by using the helpline.

How much savings is Leicestershire County Council expecting to make? - Until the pilot is complete we will have no clear indication of how much savings will be realised. The authority recognises that contract prices are already relatively competitive in Leicestershire and therefore we will not see the 20-50% savings seen by other authorities in the early days of them doing eAuctions. 
We would expect to see between 1-5%.  As an example, in an event with 5 contracts being eAuctioned, saving around £2 per contract per day will cover our cost of running the eAuction within a year. If the contracts last the normal anticipated length of 5 years then the saving only needs to be 40pence per day per contract.  

The Council is looking at many other ways of achieving its very challenging savings targets.

Long-term sub-contracting - There will be no change to our standard terms and conditions that currently apply to paper tenders, therefore the PTU will continue to disallow long-term sub-contracting of services.  Short-term sub-contracting of contracts will be allowed in some circumstances, subject to seeking prior approval from the PTU. The ethos is that if an operator tenders for a contract then it is that company that should operate it.
As it is a new scheme, will the PTU consider a cooling-off period? - At this point, we do not intend to introduce a cooling off period, but it will be considered. In any case, the pilot must be considered as a normal tender process with real contracts being offered with appropriate penalties if they cannot be operated.
Goodwill of operators - The PTU has a long history of being very open and honest with the local bus operator market.  This project will be no different, we will continue to provide operators with all the information and support that they need to fully participate in this process.  The PTU recognises that this process will be difficult for some operators, but operators will also understand the financial climate in which we are operating and the budgetary constraints that the authority faces that makes this project necessary.  
The PTU will continue to work closely with the bus operator market and maintain the established good working relationships.

Rogue Bidders / Getting carried away with the bidding - Some operators fear that other operators may get carried away with the bidding or deliberately bid the contracts down to unrealistic and unsustainable levels.  All operators are reminded that all submitted bids are legally binding, and the existing terms and conditions will apply with regards to quality, expected levels of service, notice periods and penalties.  

Details of the contracts to be eAuctioned will be made available to operators well in advance of eAuction, during this time operators are advised to calculate their best prices for each of the contracts that they are interested in.  This would then be the lowest price that they would bid for each contract.  If the bidding for the contract that they are interested in falls below the lowest price that they have calculated, then they would be advised not to bid any further and instead focus their bidding on another contract that they are also interested and is still above the lowest price that they would accept for that contract.
Operators are advised to submit bids extremely carefully. It will be possible to remove obviously incorrect bids from the live environment that have been entered accidentally, for example entering £1 instead of £100 with no penalty to the operator, however this does slow the auction down for ALL concerned as the eAuction may need to be suspended to remove incorrect bids. Operators that deliberately enter incorrect low bids will be suspended from bidding any further.  For further information on this, please see sections 1.7, 2.7 and 3.4 of the Rules Of Participation for the pilot event document.
Will the PTU always award to the lowest price or consider going to second price bidder? - In most cases, contracts will be awarded to the lowest bidder, as all operators invited to the eAuction stage will be on the framework i.e. they have already declared / demonstrated that they are able to operate contracts at the standard expected by the PTU, when awarding contracts, the PTU will only consider using those operators who can meet and maintain these standards regardless of how low they might bid.  
The PTU does reserve the right not to award to the lowest bidder (as at present) and if there are serious concerns with the winning bidder, then the PTU may select the next lowest bidder of a suitable standard.  This decision will be made at the discretion of the PTU.  For further information on this, please see section 3.2 of the Rules Of Participation for the pilot event document.
Why does it have to be an eAuction? - The PTU are using the procurement channels that have been approved by the Office of Government Commerce (OGC), it has been tried and tested for many years in other authorities.  If successful, it is likely that eAuctions will be rolled out to other areas of buying for the authority has they have been in many other authorities.
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