3.1  PURCHASING POLICY

Objective: To deliver a best practice approach and procedures to purchasing.
Date of adoption: 13 October 2008 Minute No. 081008

Date of amendment: 20 May 2021 Minute No. 210508

Date of last review: 15 September 2022

Local Government Act 1995

Local Government (Functions and General) Regulations 1996
Legislative References:  State Records Act 2000

Public Sector Management Act 1994

Corruption, Crime and Misconduct Act 2003

Shire of Broomehill-Tambellup Recordkeeping Plan
Internal References: Employee Code of Conduct
Delegation 2.9 — Signing & Issuing of Purchase Orders

POLICY

The Shire is committed to applying the objectives, principles and practices outlined in this
Policy to all purchasing activity and to ensuring alignment with the Shire’s strategic and
operational objectives.

OBJECTIVES
The Shire’s purchasing activities will:
(a) Achieve best value for money that considers sustainable benefits, such as;
environmental, social and local economic factors;

(b) Foster economic development by maximising participation of local businesses in the
delivery of goods and services;

(c) Use consistent, efficient and accountable purchasing processes and decision-making,
including; competitive quotation processes, assessment of best value for money and
sustainable procurement outcomes for all purchasing activity, including tender
exempt arrangements;

(d) Apply fair and equitable competitive purchasing processes that engage potential
suppliers impartially, honestly and consistently;

(e) Commit to probity and integrity, including the avoidance of bias and of perceived and
actual conflicts of interest;

(f) Comply with the Local Government Act 1995, Local Government (Functions and
General) Regulations 1996, other relevant legislation, Codes of Practice, Standards
and the Shire’s Policies and procedures;

(g) Ensure purchasing outcomes contribute to efficiencies (time and resources) for the
Shire of Broomehill-Tambellup;

(h) Identify and manage risks arising from purchasing processes and purchasing outcomes
in accordance with the Shire’s Risk Management framework;

(i) Ensure records evidence purchasing activities in accordance with the State Records
Act 2000 and the Shire’s Record Keeping Plan;



(j) Ensure confidentiality that protects commercial-in-confidence information and only
releases information where appropriately approved.

1. VALUE FOR MONEY
The Shire will apply value for money principles in critically assessing purchasing
decisions and acknowledges that the lowest price may not always be the most
advantageous.

Assessing Value for Money
Value for money assessment will consider:

(a) All relevant Total Costs of Ownership (TCO) and benefits including; transaction costs
associated with acquisition, delivery, distribution, and other costs such as, but not
limited to; holding costs, consumables, deployment, training, maintenance and
disposal;

(b) The technical merits of the goods or services being offered in terms of compliance
with specifications, contractual terms and conditions and any relevant methods of
assuring quality. This includes but is not limited to an assessment of compliances, the
supplier’'s resource availability, capacity and capability, value-adds offered,
warranties, guarantees, repair and replacement policies and response times, ease of
inspection and maintenance, ease of after sales service, ease of communications, etc.

(c) The supplier’s financial viability and capacity to supply without the risk of default,
including the competency of the prospective suppliers in terms of managerial and
technical capabilities and compliance history;

(d) A strong element of competition by obtaining a sufficient number of competitive
guotations consistent with this Policy, where practicable;

(e) The safety requirements and standards associated with both the product design and
the specification offered by suppliers and the evaluation of risk arising from the
supply, operation and maintenance;

(f) The environmental, economic and social benefits arising from the goods, services or
works required, including consideration of these benefits in regard to the supplier’s
operations, in accordance with this Policy and any other relevant Shire Policy including
Local Economic Benefit; and

(g) Analysis and management of risks and opportunities that may be associated with the
purchasing activity, potential supplier/s and the goods or services required.



2. PURCHASING THRESHOLDS AND PRACTICES

Where the value of procurement (excluding GST) for the value of the contract over

the full contract period (including options to extend) is, or is expected to be:

Amount of

Authorised

Purchase
S0 to S100

No formal process

Small incidental purchases made from local suppliers with a
running monthly account to the value of $100 do not require
guotations or purchase orders e.g. Milk from the Deli. All care
and responsibility must still be taken as is expected when
spending public money.

Officers
Shire Employees

$101 - 55,000

Direct purchase from suppliers requiring only one verbal
quotation.

Where the value of procurement of goods or services does not
exceed $5,000 purchase on the basis of at least one verbal
guotation, is permitted. However, it is recommended to use
professional discretion and occasionally undertake market
testing with a greater number or more formal forms of
guotation to ensure best value is maintained.

This purchasing method is suitable where the purchase is
relatively small and low risk.

A purchase order is required for all purchases.

CEO, Managers
& delegated
Purchasing
Officers

$5,001 -
520,000

Obtain at least two verbal or written quotations.

Where possible, at least two verbal or written quotations (or a
combination of both) are required. A “Record of Quotes” form
must still be completed where no written quote is available, i.e.;
for verbal quotations or when obtaining multiple quotes is not
practical (e.g.; when due to limited suppliers, it must be noted
by completing a Record of Quotes form).

The general principles for obtaining verbal quotations are:

1. Ensure that the requirement/specification is clearly
understood by the employee seeking the verbal
quotations;

2. Ensure that the requirement is clearly, accurately and
consistently communicated to each of the suppliers
being invited to quote;

3. Read back the details to the Supplier contact person to
confirm their accuracy; and

4. Written notes detailing each verbal quotation must be
recorded.

Record keeping requirements must be maintained in
accordance with record keeping policies.
A purchase order is required for all purchases.

CEO, Managers
& delegated
Purchasing
Officers

$20,001 -
$50,000

Where possible, obtain at least three written quotations

CEO




The responsible officer is expected to demonstrate due
diligence seeking quotes and to comply with any record keeping
and audit requirements. Record keeping requirements must be
maintained in accordance with record keeping policies.

It is required to obtain at least three written quotes; should

three quotes not be possible, a “Record of Quotes” form is to be

completed and attached to the purchase order.

NOTE: The general principles relating to written quotations are:

* An appropriately detailed specification should communicate

requirement(s) in a clear, concise and logical fashion;

* The request for written quotation should include as a

minimum:

1. Written Specification;

Selection Criteria to be applied;

Price Schedule;

Conditions of responding;

Validity period of offer;

Invitations to quote should be issued simultaneously to

ensure that all parties receive an equal opportunity to

respond;

7. Offer to all prospective suppliers at the same time any
new information that is likely to change the
requirements;

8. Responses should be assessed for compliance, then
against the selection criteria, and then value for money
and all evaluations documented; and

9. Respondents should be advised in writing as soon as
possible after the final determination is made and
approved.

A purchase order is required for all purchases.

oUueWN

550,001 - less
than $250,000

Obtain at least three written quotations containing price and
specification of goods and services.

For the procurement of goods or services where the value
exceeds $50,000 but is less than $250,000, it is required that
procurements be requested in writing and at least three written
guotations obtained that contain price and a sufficient amount
of information relating to the specification of goods and
services being purchased. Record keeping requirements must
be maintained in accordance with record keeping policies.

For this procurement range, the selection should not be based
on price alone, and the CEO shall consider some of the
gualitative factors such as quality, stock availability,
accreditation, time for completion or delivery, local supplier,
warranty conditions, technology, maintenance requirements,
organisation’s capability, previous relevant experience and any
other relevant factors as part of the assessment of the quote.

CEO




A purchase order is required for all purchases.

Above TENDER Full Council
$250,000 Conduct a public tender process (See also clause 3 — Regulatory
Compliance).

Other purchasing threshold points to note:

a.

The requirement for quotations and purchase orders contained above do not apply to the
following purchase types:
i.  Fuels and Qils
ii. Postage and Freight
iii.  Annual Subscription and Membership Renewals
iv.  Telephone and Utilities
v. Audits

b. Where the Shire has already conducted a similar quotation process within the previous

two years or is currently using a regular supplier, an existing supplier may be used with
the approval of the CEO. This only applies to purchases below the tender threshold and
where it would be financially and/or operationally beneficial to do so.

c. When assessing quotes please refer to section 3. d. Regional Price Preference.
d. The authorised officer that is signatory on the purchase order must also be the signatory
on the corresponding invoice.
3. REGULATORY COMPLIANCE

a. Tender Exemption

In the following instances public tenders or quotation procedures are not required
(regardless of the value of expenditure):

i. An emergency situation as defined by the Local Government Act 1995, providing that
the goods and services are required to address needs arising from, or impacts or
consequences of, the hazard to which the emergency relates;

ii. The purchase is under a contract of WALGA (Preferred Supplier Arrangements),
Department of Treasury and Finance (permitted Common Use Arrangements),
Regional Council, or another Local Government;

iii. The purchase is under auction which has been authorised in advance by the Council;

iv. The contract is for petrol, oil, or other liquid or gas used for internal combustion
engines; and

v. Any of the other exclusions under Regulation 11 of the Functions and General
Regulations apply.

Sole Source of Supply (Monopoly Suppliers)

The procurement of goods and/or services available from only one private sector source
of supply, (i.e. manufacturer, supplier or agency) is permitted without the need to call
competitive quotations provided that there must genuinely be only one source of
supply. Every endeavour to find alternative sources must be made. Written




confirmation of this must be kept on file for later audit and must be approved in writing
by the CEO.

Note: The application of provision "sole source of supply" should only occur in limited cases
and procurement experience indicates that generally more than one supplier is able to
provide the requirements.

c. Anti-Avoidance
Authorised Officers shall not enter two or more contracts of a similar nature for the
purpose of splitting the value of the contracts to take the value of consideration below
the level of $250,000, thereby avoiding the need to publicly tender.

d. Regional Price Preference
Where the Purchasing Value does not exceed the tender threshold and a relevant local
supplier is capable of providing the required supply, the Shire will ensure that wherever
possible quotations are obtained from local suppliers permanently located within the
District as a first priority, and those permanently located within surrounding Districts as
the second priority.

Preference may be given to a regional supplier by assessing the quote from that regional

supplier as if the quote were reduced by:

i 5% for goods or services for a supplier from within the Shire; and

ii. 2.5% for goods or services for a supplier from a Shire within the Great Southern
Region of Western Australia (as defined by the Great Southern Zone of the Western
Australian Local Government Association)

if price then demonstrates best value outcome for the Shire.

4. EMERGENCY PURCHASES
Emergency purchases are defined as the supply of goods or services associated with:
(a) Alocal emergency and the expenditure is required (within existing budget allocations)
to respond to an imminent risk to public safety, or to protect or make safe property
or infrastructure assets; OR

(b) Alocal emergency and the expenditure is required (with no relevant available budget
allocation) to respond to an imminent risk to public safety, or to protect or make safe
property or infrastructure assets in accordance with s.6.8 of the Local Government Act
1995 and Functions and General Regulation 11(2)(a); OR

(c) A State of Emergency declared under the Emergency Management Act 2005 and
therefore, Functions and General Regulations 11(2)(aa), (ja) and (3) apply to vary the
application of this policy.

Time constraints, administrative omissions and errors do not qualify for definition as an
emergency purchase. Instead, every effort must be made to research and anticipate
purchasing requirements in advance and to allow sufficient time for planning and scoping
proposed purchases and to then obtain quotes or tenders, as applicable.



INVITING TENDERS THOUGH NOT REQUIRED TO DO SO

The Shire may determine to invite Public Tenders, despite the estimated Purchase Value being
less than the $250,000 prescribed tender threshold, but only where an assessment
determines that the purchasing requirement cannot be met through a tender exempt
arrangement and the use of a public tender process will enhance; value for money, efficiency,
risk mitigation and sustainable procurement benefits.

In such cases, the tender process must comply with the legislative requirements and the
Shire’s tendering procedures [F&G Reg.13].

ANTI-AVOIDANCE

The Shire will not conduct multiple purchasing activities with the intent (inadvertent or
otherwise) of ‘splitting’ the purchase value or the contract value, so that the effect is to avoid
a particular purchasing threshold or the need to call a Public Tender. This includes the creation
of two or more contracts or creating multiple purchase order transactions of a similar nature.

CONTRACT RENEWALS, EXTENSIONS AND VARIATIONS
Where a contract has been entered into as the result of a publicly invited tender process, then
Functions and General Regulation 21A applies.

For any other contract, the contract must not be varied unless

(a) The variation is necessary in order for the goods or services to be supplied and does
not change the scope of the contract; or

(b) The variation is a renewal or extension of the term of the contract where the extension
or renewal options were included in the original contract.

Upon expiry of the original contract, and after any options for renewal or extension included
in the original contract have been exercised, the Shire is required to review the purchasing
requirements and commence a new competitive purchasing process in accordance with this
Policy.

SUSTAINABLE PROCUREMENT

The Shire is committed to implementing sustainable procurement by providing a preference
to suppliers that demonstrate sustainable business practices (social advancement,
environmental protection and local economic benefits).

The Shire will apply Sustainable Procurement criteria as part of the value for money
assessment to ensure that wherever possible our suppliers demonstrate outcomes which
contribute to improved environmental, social and local economic outcomes.

Sustainable Procurement can be demonstrated as being internally focussed (i.e. operational
environmental efficiencies or employment opportunities and benefits relating to special
needs), or externally focussed (i.e. initiatives such as corporate philanthropy).

Requests for Quotation and Tenders will include a request for Suppliers to provide
information regarding their sustainable practices and/or demonstrate that their product or
service offers enhanced sustainable benefits.



8.1 Local Economic Benefit

8.2

8.3

The Shire promotes economic development through the encouragement of competitive
participation in the delivery of goods and services by local suppliers permanently located
within its District first, and secondly, those permanently located within its broader region.
As much as practicable, the Shire will:

(a) consider buying practices, procedures and specifications that encourage the inclusion
of local businesses and the employment of local residents;

(b) consider indirect benefits that have flow on benefits for local suppliers (i.e. servicing
and support);

(c) ensure that procurement plans, and analysis is undertaken prior to develop Requests
to understand local business capability and local content availability where
components of goods or services may be sourced from within the District for inclusion
in selection criteria;

(d) explore the capability of local businesses to meet requirements and ensure that
Requests for Quotation and Tenders are designed to accommodate the capabilities of
local businesses;

(e) avoid bias in the design and specifications for Requests for Quotation and Tenders —
all Requests must be structured to encourage local businesses to bid;

(f) consider the adoption of Key Performance Indicators (KPIs) within contractual
documentation that require successful Contractors to increase the number of
employees from the District first; and

(g) provide adequate and consistent information to local suppliers.

To this extent, a weighted qualitative criterion will be included in the selection criteria for
Requests for Quotation and Tenders where suppliers are located within the boundaries of the
Shire, or substantially demonstrate a benefit or contribution to the local economy.

Socially Sustainable Procurement

The Shire will support the purchasing of requirements from socially sustainable suppliers such
as Australian Disability Enterprises and Aboriginal businesses wherever a value for money
assessment demonstrates benefit towards achieving the Shire’s strategic and operational
objectives.

A gualitative weighting will be used in the evaluation of Requests for Quotes and Tenders to
provide advantages to socially sustainable suppliers in instances where the below tender
exemptions are not exercised.

Aboriginal Businesses

Functions and General Regulation 11(2)(h) provides a tender exemption if the goods or
services are supplied by a person on the Aboriginal Business Directory WA published by the
Chamber of Commerce and Industry of Western Australia, or Australian Indigenous Minority
Supplier Office Limited (trading as Supply Nation), where the consideration under contract is
$250,000 or less, or worth $250,000 or less.



8.4

8.5

The Shire will first consider undertaking a quotation process with other suppliers (which may
include other registered Aboriginal Businesses as noted in F&G Reg.11(2)(h)) to determine
overall value for money for the Shire.

Where the Shire makes a determination to contract directly with an Aboriginal Business for
any amount up to and including $250,000 (ex GST), it must be satisfied through alternative
means that the offer truly represents value for money.

If the contract value exceeds $50,000 (ex GST), a formal Request for Quotation will be issued
to the relevant Aboriginal business. The rationale for making the purchasing decision must be
recorded in accordance with the Shire’s Record Keeping Plan.

Australian Disability Enterprises
Functions and General Regulation 11(2)(i) provides a tender exemption if the goods or
services are supplied by an Australian Disability Enterprise.

The Shire will first consider undertaking a quotation process with other suppliers (which may
include other Australian Disability Enterprises) to determine overall value for money for the
Shire.

Where the Shire makes a determination to contract directly with an Australian Disability
Enterprise for any amount, including an amount over the Tender threshold of $250,000 (ex
GST), it must be satisfied through alternative means that the offer truly represents value for
money.

If the contract value exceeds $50,000 (ex GST), a formal Request for Quotation will be issued
to the relevant Aboriginal business. The rationale for making the purchasing decision must be
recorded in accordance with the Shire’s Record Keeping Plan.

Environmentally Sustainable Procurement

The Shire will support the purchasing of recycled and environmentally sustainable products
whenever a value for money assessment demonstrates benefit toward achieving the Shire’s
strategic and operational objectives.

Qualitative weighted selection criteria will be used in the evaluation of Requests for Quote
and Tenders to provide advantages to suppliers which:

(a) demonstrate policies and practices that have been implemented by the business as
part of its operations;

(b) generate less waste material by reviewing how supplies, materials and equipment are
manufactured, purchased, packaged, delivered, used, and disposed; and

(c) encourage waste prevention, recycling, market development and use of
recycled/recyclable materials.

RECORD KEEPING

All Local Government purchasing activity, communications and transactions must be
evidenced and retained as local government records in accordance with the State Records Act
2000 and the Shire’s Record Keeping Plan.



10.

In addition, the Shire must consider and will include in each contract for the provision of works
or services, the contractor’s obligations for creating, maintaining and where necessary the
transferral of records to the Shire relevant to the performance of the contract.

PURCHASING POLICY NON-COMPLIANCE

The Purchasing Policy is mandated under the Local Government Act 1995 and Regulation 11A
of the Local Government (Functions and General) Regulations 1996 and therefore the policy
forms part of the legislative framework in which the Local Government is required to conduct
business.

Where legislative or policy compliance is not reasonably able to be achieved, records must
evidence the rationale and decision making processes that substantiate the non-compliance.

Purchasing activities are subject to internal and external financial and performance audits,
which examine compliance with legislative requirements and the Shire’s policies and
procedures.

If non-compliance with; legislation, this Purchasing Policy or the Code of Conduct, is identified
it must be reported to the Chief Executive officer or the Manager of Finance and
Administration.

A failure to comply with legislation or policy requirements, including compliance with the
Code of Conduct when undertaking purchasing activities, may be subject to investigation,
with findings to be considered in context of the responsible person’s training, experience,
seniority and reasonable expectations for performance of their role.

Where a breach is substantiated it may be treated as:
(a) an opportunity for additional training to be provided;

(b) a disciplinary matter, which may or may not be subject to reporting requirements
under the Public Sector Management Act 1994; or

(c) where the breach is also identified as potentially serious misconduct, the matter will
be reported in accordance with the Corruption, Crime and Misconduct Act 2003.



