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POLICY TITLE
PURCHASING POLICY
POLICY NUMBER

(To be Inserted)
POLICY PURPOSE

To provide accountability, value for money and an optimal outcome for Council and its community in the purchase of goods and services.

POLICY STATEMENT

This policy has been developed to provide a framework and develop a consistent approach to purchasing throughout Council.

Officers are to exercise appropriate care in the expenditure of Council funds in accordance with budget allocations and this policy.

APPLICATION

This policy applies to all to all goods and services purchased by Swan Hill Rural City Council. 

PRINCIPAL AIMS

Council will ensure that the purchasing process is fair to all parties, and use its best endeavours to demonstrate fairness to tenderers and potential suppliers. 

More specifically, it aims to:

· Provide a uniform purchasing process for Swan Hill Rural City Council;

· Provide an “arms length” decision making process for evaluation;

· Formalise the purchasing procedures and ensure all relevant purchases achieve best value;

· Provide a framework for staff to understand the process;

· Ensure that due consideration is made in purchasing decisions of how suppliers contribute socially to the local community; and;

· Establish a framework for evaluating purchasing decisions that is consistent with Best Value and Council’s Triple Bottom Line principles.

It is essential for purchasing probity that the procedural matters are understood and adhered to by all staff.

Definitions

The following are explanations of terms as they are used in this document: 

“Chief Executive Officer (CEO)” is the Chief Executive Officer for Swan Hill Rural City Council;

“Council” is the Swan Hill Rural City Council;

“Delegations of Financial Authority” is the financial dollar limits on expenditure requests as determined by the CEO; 

“Group Manager” is the Senior Manager appointed by the Chief Executive Officer to ensure the efficient delivery of Council Services within a Department;

“Local Benefit and Effect” is regarded as the benefit or effect on the Economy, Environment or Social wellbeing of the local community.

“Officer” An authorised officer appointed by the CEO having delegated authority to administer a designated purchasing function.

“Service Area” is a program within Council, which provides specific services to meet Councils requirements;

“Suppliers” includes but is not limited to: contractors, subcontractors, suppliers, consultants, and employees while undertaking a representative role;

“Tender/Quotation” is the written offer to carry out the contract by one party to the other party;

“Tenderer” is any person or organisation submitting a tender/quotation to Council.

Overview

The Swan Hill Rural City Council incurs considerable expenditure each year for a wide range of goods and services necessary for the operation, maintenance and improvements to service facilities within the Municipality.

The principles embodied in these rules are that, as far as it is practicable, the Council’s major requirements for externally provided goods and services will be arranged under competitive, well structured processes.

These processes will ensure that Council can take advantage of the widest range of skills and resources available and obtain best value for money when incurring expenditures on goods and services.

It is emphasised that this policy has been developed for the acquisition of goods and services by all employees with the necessary delegated responsibility and authority to enable them to have a clear understanding of their obligations.

General

All purchases of products (goods and services) from selected approved or evaluated suppliers:

· Shall be in accordance with approved budgets;

· Shall be authorised as per the “Delegation of Finical Authority”;

· Shall be verified upon receipt by authorised and qualified staff with suitable technical qualifications or prior experience; and

· Shall meet specified requirements.

Key Principles

The key principals of the purchasing processes are value for money, open and effective competition and well structured processes.  The principles are intended to provide consistency in the approach to Councils purchasing and a transparent basis upon which purchasing decisions are made in the best interest of the Council.

Value for Money

The purpose of Council procurement is to support Council’s objectives by achieving best value for money when buying goods and services.  Value for money relates not only to purchase price, but also factors such as fitness for purpose, reliability, availability, delivery cost, operating cost, after sales support and warranties.  Decisions on the basis of value for money must be supported by objective evidence of cost benefits and structured procedural steps.

Open and Effective Competition

Must be evidenced in obtaining goods and services.  It requires that purchases are transparent and that there is an opportunity for potential suppliers to be aware of Council business.  In addition, it demands a commitment to effective competition through competitive processes, which do not compromise the objective of value for money.

It requires a trade-off between the degree of openness allowed for a particular purchase and any benefits to be gained from increased competition.  In general, there is a need to show the following conditions exist for a given purchase.

· Timely availability of information to prospective suppliers.

· Independence of action by buyer and seller.

· Availability to the Council of alternative offers.

· Absence of bias and favouritism; and

· Ease of competitive entry for new and small sellers.

Purchasing Ethics

Honesty, impartiality and trustworthiness are the key elements in a professional purchasing structure.  Information obtained from prospective suppliers, either verbal or written, is Commercial-in-Confidence and must not be disclosed to other suppliers or personnel not authorised to receive it.

To enable Council to deal with its suppliers on a basis of mutual trust and respect and conduct business fairly, reasonably and with integrity.

All officers involved in an acquisition process should ensure they:

· Recognise and deal appropriately with conflicts of interest and interests of a pecuniary nature;

· Deal with suppliers even-handedly;

· Consider seeking appropriate probity advice;

· Do not compromise the Council’s standing by accepting gifts or hospitality;

· Comply with all legislative obligations including those required by trade practices, safety and consumer affairs including privacy legislation;

· Have regard to the cost to suppliers in submitting prices, proposals and tenders/quotations;

· Invite quotations and tenders only where there is a clear intent to procure the goods/services/works in the near future.

Management of Risk

There is an element of risk inherent in every purchase transaction varying from exposure to currency fluctuation to issues of priority or urgency.  Risk management is an integral part of the acquisition process and must be a key consideration in the decision-making and management processes of any acquisition.  Any purchasing risk management process should address the following elements.

· Risk identification

· Risk analysis

· Risk assessment

· Risk treatment and

· Implementation, monitoring and review.

Purchasing Authority 

Group Managers, Program Managers and their delegated officers are individually responsible for the raising and issuing of purchase orders, which commit the Council to the purchase of goods and services within their Programs. 

Financial Delegations

Authority to commit the Council to the expenditure of operating and capital works funds is governed by specific delegations approved by the Chief Executive Officer.  

The delegations are specific to the staff appointments within the Council and cannot be delegated to any other person except where the person is appointed temporarily to perform the duties of the position.  

The nominated delegates and monetary limits to the delegation are listed in Annexure 2.  When the delegate exercises his/her delegation to approve expenditure, there is also an implicit understanding that sufficient funds are available for the purpose. 

Where the source of funding for any purpose (Capital or recurrent) cannot be identified or exist for some other intended purpose, clarification must be obtained from the Group Manager or CEO before the order is authorised.

Purchasing Strategy

Purchasing strategies for Council must be designed to directly support the Council’s objectives and Best Value Principles.

For both capital and recurrent expenditure the strategy must provide for:

· Goods and Services to be of suitable quality;

· Delivery to be guaranteed; and

· Goods and Services purchased to represent best value for money.

In the area of recurrent expenditure, Council will develop its supplier base with the aim of reducing the number of Suppliers, extending term agreements with those suppliers and forming strategic alliances with them.

Capital equipment purchases should be consistent with Council’s Asset Management Policy.

Purchase Order 

An official Council Purchase Order needs to be completed, correctly describing the Goods/Services required, costs, the contact person and delivery instructions required. 

The original copy of the order is forwarded to the supplier, the second copy (Green) is attached to the invoice when received and the third copy (Pink) is forwarded to accounts payable.

If the order has been faxed to the Supplier a copy of the Terms and Conditions as shown on the reverse of the purchase order must also be sent.

(Note: For commitment purposes the Pink copy must be forwarded to finance as soon as order has been raised and not held until the goods arrive)

Urgent Requirements 

If a repair needs to be effected after normal working hours, the officer will be authorised to purchase whatever goods or services are required to effect the repair or to secure the situation.

The officer must use discretion as to the level of repair effected.

In “any” situation a purchase order for Goods/services must be filled out and authorised on the “next” working day.

Invitation to Quote 

Before a purchase for Goods/Services can take place a decision has to be made as to the best method of purchase.  A key responsibility is to protect and enhance the Council’s commercial position and to encourage the maximum degree of competition between suppliers, within the bounds of professional ethics.

The most common purchasing technique in use is the invitation of written quotations from suppliers.  Calling formal quotations maximises competition between suppliers, brings any new information to the purchaser’s attention, and helps ensure that the purchaser receives the most favourable terms.  The invitation of quotations is most efficiently undertaken by sending a formal “invitation to quote” form to prospective suppliers.

The invitation must clearly indicate the exact information required from suppliers, to ensure that all suppliers respond with information that is directly comparable.

A properly constructed invitation saves the staff member much work, allows easy comparison of offers and ensures fair and impartial treatment of suppliers.  When suppliers’ offers have been received, the results must be tabulated, allowing rapid assessment of the relative merits of the offers.

Invitations to quote must clearly state the evaluation criteria upon which quotations will be evaluated.

Note: Officers should refer to the “Best Practice Guide for Evaluation Criteria” when requesting tenders/quotations for Council.

Purchasing Levels 

The following Purchasing Levels apply to the procurement of all goods, services and works:

$0 to $5,000 – Best Price Available

For goods, services and works with a total value up to $ 5,000, excluding GST, the number of quotations to be obtained is not specified, however some proof of effort is required to show that a good financial and quality outcome has been achieved.

$5,001 to $20,000 – Verbal Quotations

For goods, services and works with a total value from $5,001 to $20,000, excluding GST, a minimum of 3 verbal quotations should be obtained, recorded and placed on file.

$20,001 to $90,000 – Written Quotations

For goods, services and works with a total value from $20,001 to $90,000, excluding GST, a minimum of 3 written quotations should be obtained. Quotations must be treated securely and confidentially at all times.

Above $90,000 – Public Tender

For goods, services and works with a total value exceeding $90,000, a formal contract is required. Tenders should be publicly advertised for the contract. (Refer to Councils Tendering Policy)

Note: An allowance of up to 10% variance to above purchasing levels is acceptable on approval by the relevant Group Manager.

Schedule of Rates Contracts – Public Tender

For the procurement of goods, services and works based on a Schedule of Rates (annual supply), the above purchasing levels apply and a formal contract is required. Tenders should be publicly advertised for the contract, regardless of the total value of the goods, services and works.

Local Benefit and Effect 

In recognition of the role of Council in the local economy officers must ensure that due consideration is made in purchasing decisions of how suppliers contribute to social wellbeing of the local community. Eg through sponsorship, volunteering, in kind donations etc. 

Officers shall ensure relevant local businesses are given the opportunity to quote or bid for goods & services or contracts.  The degree of impact of buying locally on the local economy and local social benefits should be incorporated in the Evaluation Criteria as relevant for all purchases requiring a written quotation or tender. 

As a guide a minimum of 10% of the “Evaluation Criteria” (Not 10% Price variation) should be weighted for the “Economic/Social” aspects.

Environmental Purchasing

Council supports the purchase and use of quality products that have recycled/reused content are environmentally-friendly, or produced/supplied by organisations following environmentally friendly systems or processes, work practices.  

The recycled content and environmentally-friendly products and services must still meet Council’s requirements for value for money, suitable quality and fit for purpose.  

The degree of environmentally friendly aspects of each suppliers product/service should be incorporated in the Evaluation Criteria for all relevant purchases requiring a written quotation or tender.  As a guide a minimum 10% of the Evaluation Criteria should be weighted to consider “Environmental” aspects.

Evaluation of Quotations

The weightings used in the bid analysis is to be relevant to and consistent with the procurement objective.  All tenders/quotations shall be considered in a fair and equitable manner taking into account the nominated evaluation criteria.  Evaluation Criteria should be aimed to asses the relative value for money of each bid.

Officers shall consider as part of any value for money decision, the contract whole of life cycle costs (rather than initial price), the capability of local businesses to meet requirements, local economic and social benefits, environmental benefits, timeliness of supply and capability & capacity of the bidder to complete the works.

Note: Officers should refer to the “Best Practice Guide for Bid Analysis” when evaluating tenders/quotations for Council.

Related Legislation

The importance of probity, transparency and fairness within Council’s Purchasing procedures and practice cannot be overstated. The Purchasing actions and outcomes should meet the requirements of the following policies and legislative framework, within which Council must operate. 

· Local Government Act 1989 (including Best Value Principles)

· Local Government Regulations 2001

· National Competition Policy 

· Trade Practices Act 1974

· Competitive Neutrality Policy

· Goods and Services Tax (GST)

The “Best Value Principles” and “Factors to be Considered When Applying Best Value” by Council are required to be applied in all circumstances.  Details are as described in Appendix 1.

Purchasing Procedures

Council will maintain a “Purchasing Procedures Manual” to:

· Address the principles in this policy;

· Define Purchasing processes; and 

· Provide guidance to balance the cost effectiveness of these methods against the value and complexity of goods and services being sought.

The established procedures shall ensure probity in the purchasing process.

Related Policies and Information

	· Tendering Policy
	· Occupational Health and Safety Policy

	· Best Practice Guide for Evaluation Criteria 
	· Freedom of Information Policy

	· Best Practice Guide for Bid Analysis
	· Privacy Policy

	· Risk Management Policy
	· Asset Management Policy


Responsibility For Purchasing Policy

The Group Manager Corporate Services or the Senior Executive Officer Commercial Services is responsible for recommending changes to this policy to the Chief Executive Officer (CEO) as required.  Once approved by the CEO, the Group Manager Corporate Services is responsible for the implementation of the Policy.

Review 

This policy will be reviewed 2 years from date of adoption, with operational amendments as required in accordance with Council’s approval.

APPENDIX 1

BEST VALUE

The “Best Value Principles” and “Factors to be Considered When Applying Best Value” are required to be applied in all circumstances.  

The best value system aims to reinforce quality management and to assist local government in ensuring that services are linked to the desires of our community. 

Best Value Principles

In order to apply Best Value, a number of overarching principles need to be engaged. 

When Council provides services to the community, they must comply with the Best Value Principles.  

There are six principles:

1. All services must meet quality and cost standards.

2. All services must be responsive to the needs of the community.

3. A service must be accessible to those for whom it is intended.

4. Continuous improvement in its provision of services must be achieved.

5. A program of regular consultation with its community in relation to the service it provides must be developed.

6. A regular report, at least once a year, on achievements in relation to the Best Value Principles must be prepared.

Factors to be Considered When Applying Best Value

In implementing its Best Value Principles program, a Council may take the following factors into consideration:

· The need to review services against the best on offer in both the public and private sectors;

· An assessment of value for money;

· Community expectations and values;

· The balance of affordability and accessibility;

· Opportunities for local employment growth or retention;

· The value of potential partnerships with other Council’s, State and Commonwealth governments; and

· Potential environmental advantages for the council’s municipal district.
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