Shire of Derbhy /
West Kimberley

PROCUREMENT OF GOODS AND SERVICES POLICY

1. PURCHASING
The Shire of Derby/West Kimberley (the Shire) is committed to delivering the objectives, principles and
practices outlined in this Policy, when purchasing goods, services or works to achieve the Shire’s
strategic and operational objectives.

This policy complies with the Local Government (Functions and General) Regulations 1996 (The
Regulations).

11 Objectives
The Shire’s purchasing activities will achieve:

The attainment of best value for money;

e Sustainable benefits, such as environmental, social and local economic factors are considered

in the overall value for money assessment;

Consistent, efficient and accountable processes and decision-making;

Fair and equitable competitive processes that engage potential suppliers impartially, honestly
and consistently;

e Probity and integrity, including the avoidance of bias and of perceived and actual conflicts of
interest;

e Compliance with the Local Government Act 1995, Local Government (Functions and
General) Regulations 1996, as well as any relevant legislation, Codes of Practice, Standards
and the Shire’s policies and procedures;

Risks identified and managed within the Shire’s risk management framework;
Records created and maintained to evidence purchasing activities in accordance with the
State Records Act 2000 and the Shire’s Record Keeping Plan; and

o Confidentiality protocols that protect commercial-in-confidence information and only release

information where appropriately approved.

1.2 Ethics & Integrity
The Shire’s Code of Conduct (Employees) applies when undertaking purchasing activities and

decision making. Council Members and employees must observe the highest standards of ethics
and integrity and act in an honest and professional manner at all times.

1.3 Value for Money
Value for money is achieved through the critical assessment of price, risk, timeliness,

environmental, social, economic and qualitative factors to determine the most advantageous
supply outcome that contributes to the Shire achieving its strategic and operational objectives.

The Shire will apply value for money principles when assessing purchasing decisions and
acknowledges that the lowest price may not always be the most advantageous.

1.3.1 Assessing Value for Money
Assessment of value for money will consider:

(@) All relevant Total Costs of Ownership (TCO) and benefits including transaction costs

associated with acquisition, delivery, distribution, as well as other costs such as but not
limited to holding costs, consumables, deployment, training, maintenance and disposal;
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(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, tenderers
resources available, capacity and capability, value-adds offered, warranties, guarantees,
repair and replacement policies, ease of inspection, ease of after sales service, ease of
communications etc.

(c) Financial viability and capacity to supply without the risk of default (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 quotations
wherever practicable and consistent with this policy;

(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 policies; and

(g) Providing opportunities for businesses within the Shire’s boundaries to quote wherever
possible.

1.4 Purchasing Thresholds and Practices
The Shire must comply with all requirements, including purchasing thresholds and processes, as
prescribed within the Regulations, this policy and associated purchasing procedures in effect at
the Shire.

1.4.1 Policy Purchasing Value Definition
Purchasing value for a specified category of goods, services or works is to be
determined upon the following considerations:

(a) Exclusive of Goods and Services Tax (GST); and

(b) Where a contract is in place, the actual or expected value of expenditure over the full
contract period, including all options to extend specific to a particular category of goods,
services or works OR

(c) Where there is no existing contract arrangement, the purchasing value will be the
estimated total expenditure for a category of goods, services or works over a minimum
three-year period. This period may be extended to a maximum of 3 years only where
the supply category has a high risk of change i.e. to technology, specification, availability
or the Shire’s requirements (Regulation 12).

The calculated estimated purchasing value will be used to determine the applicable threshold
and purchasing practice to be undertaken.

1.4.2 Purchasing from Existing Contracts
The Shire will ensure that any goods, services or works required that are within the scope
of an existing contract will be purchased under that contract.

1.4.3 Table of Purchasing Thresholds and Practices

This table prescribes purchasing value thresholds and the applicable purchasing practices
which apply to the Shire’s purchasing activities:
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Purchase Value
Threshold
(excluding GST)

Purchasing Practice Required

Up to $2,500

Request
Consult as to whether an existing Term Contract or Panel of Pre-Qualified
Suppliers exists and use as prescribed.

If no Contract or Panel exists, seek at least one verbal or written quotation (preferably a
written quotation if a new supplier is involved) from a suitable supplier:

. a Local Supplier (direct or via Vendor Panel Marketplace).
Evaluate

The rationale for the procurement decision is to be documented within the Record and
Evaluation of Quotes form and attached to the requisition.

$2,501 to $10,000

Request
Consult as to whether an existing Term Contract or Panel of Pre-Qualified
Suppliers exists and use as prescribed.

If no Contract or Panel exists seek at least one written quotation from a suitable
supplier:

. a Local Supplier (direct or via Vendor Panel Marketplace);

. a prequalified supplier on the WALGA Preferred Supplier Program (via
eQuotes);
a WA Disability Enterprise; and/or

. an Aboriginal Owned Business.

Where it can be demonstrated that a suitable supplier is not available, seek at least
one written quotation from:

. other Suppliers that are accessible under another tender exempt arrangement;
and/or

. the open market.

The reason for not using a suitable supplier must be documented within the Record and
Evaluation of Quotes form and written approval must be given by the relevant Director or
the CEO.

Evaluate
The purchasing decision is to be based upon assessment of the supplier's
response to:

. a brief outline of the specified requirement for the goods; services or works
required; and
. value for Money criteria, not necessarily the lowest quote.
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Purchase Value
Threshold
(excluding GST)

Purchasing Practice Required

If no Contract or Panel exists for the required purchasing category, seek at least three
written quotations from a suitable supplier:

. a prequalified supplier on the WALGA Preferred Supplier Program (via
eQuotes);

. a Local Supplier (direct or via Vendor Panel Marketplace);
a WA Disability Enterprise; and/or

. an Aboriginal Owned Business.

Where it can be demonstrated that a suitable supplier is not available, seek at least
three written quotations from:

. other Suppliers that are accessible under another tender exempt arrangement;
and/or
. the open market.

The reason for not using a suitable supplier must be documented within the Record and
Evaluation of Quotes form and written approval must be given by the Director or CEO.

Where it can be demonstrated that the required number of quotes cannot be sourced,
the reason will be documented within the Record and Evaluation of Quotes form and
written approval must be given by the relevant Director or the CEO.

Evaluate

The purchasing decision is to be based upon assessment of the supplier's
response to:

. a brief outline of the specified requirement for the goods; services or works
required; and
. Value for Money criteria, not necessarily the lowest quote.

The rationale for the procurement decision is to be documented and recorded in
accordance with the Shire Operational Procedure — Procurement of Goods and
Services.

Over $250,000

Request

Consult as to whether an existing Term Contract or Panel of Pre-Qualified
Suppliers relevant to the required purchasing category exists and use in accordance with
the procedures prescribed Section 3.

If no Contract or Panel exists for the required purchasing category:
. Seek at least three written quotations from suppliers included in the relevant

WALGA Preferred Supplier Arrangement and / or another tender exempt
arrangement; or
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Purchase Value
Threshold Purchasing Practice Required
(excluding GST)

. Conduct a Public Request for Tender process in accordance with the Local
Government Act 1995 and relevant Shire Policy requirements.

Evaluate

The purchasing decision is to be based upon assessment of the supplier's
response to:

. a specification of the goods, services or works (for a tender exempt process
including the WALGA Preferred Supplier Arrangement); or a detailed specification
for the open tender process; and

J pre-determined evaluation criteria that assess all best and sustainable value
considerations

The rationale for the procurement decision is to be documented and recorded in
accordance with the Shire Operational Procedure — Procurement of Goods and

Services.
Emergency Only applicable where, authorised in advance by the Mayor / President in
Purchases accordance with s.6.8 of the Local Government Act 1995 and reported to the next available

Council Meeting.
(Not Included in
Budget) Where the Shire has an established Panel of Pre-Qualified Suppliers relevant to the
required purchasing category, the emergency supply must be obtained from the Panel
suppliers.

If, however, no member of the Panel of Pre-qualified Suppliers or a suitable supplier
from WALGA Preferred Supplier Arrangement is available, then the supply may be
obtained from any supplier capable of providing the emergency purchasing requirement,
and to the extent that it is reasonable in context of the emergency requirements, with
due consideration of best and sustainable consideration.

The rationale for the procurement decision should be documented and recorded in
accordance with the Shire Operational Procedure — Procurement of Goods and Services.

1.4.4 Exemptions
An exemption from the requirement to publicly invite tenders may apply when the purchase is:

e obtained from a pre-qualified supplier under the WALGA preferred supplier arrangement
or other suppliers that are accessible under another tender exempt arrangement.
from a pre-qualified supplier under a panel established by the Shire;

e from aregional local government or another local government;

e acquired from a person/organisation registered on the WA Aboriginal Business Directory,
as published by the Small Business Development Corporation, where the consideration
under contract is worth $250,000 or less (excluding GST) and represents value for money;
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e acquired from an Australian Disability Enterprise and represents value for money;

¢ the purchase is authorised under action by Council under delegated authority;

e within 6 months of no tender being accepted,;

e where the contract is for petrol, oil, or other liquid or gas used for internal combustion
engines; or

e the purchase is covered by any of the other exclusions under Regulation 11 of The
Regulations.

1.4.5 Other Purchasing Exemptions

In addition to the regulatory Tender exemptions for purchasing as set out in Regulation 11.2 of
The Regulations and section 1.4.4 of this policy, it may at times be necessary to vary from the
requirements of this policy for a number of reasons, including but not limited to, the following
further exemptions where the Shire is not required to undertake a competitive purchasing process
(but these only apply where the total value of the purchase does not exceed $250,000 (excluding
GST) over three years):

e Services, supplies, and/or equipment directly related to an impacting epidemic or a pandemic

(e.g., COVID-19);

Services of industry organisations (e.g., WALGA, and Local Government Professionals);

Advance / prior payment of services (for example: accommodation, travel services,

entertainment, conferences, seminars, memberships, subscriptions, training courses);

Advertising — Newspaper (e.g., public notices and statutory advertising);

Advertising — State Government Gazette (e.g., statutory advertising);

Annual memberships/subscriptions (e.g., WALGA, and Library stocks);

Annual service/software annual licensing and maintenance/support fees;

Reimbursements (TAFE, training course fees, accommodation / meal costs, telephone and

internet);

Employment of temporary staff through temporary personnel service agencies (CEO approval

required for any contract exceeding or extended beyond three months);

Motor vehicle licensing and registration;

Postage;

Talent acts for community events;

Pre-employment medicals and staff medical services (e.g. annual flu immunisation program);

Provision of utility services (where only sole provider — e.g. Western Power);

Purchases from Original Equipment Manufacturer (OEMs) and where warranty provisions

may be voided; and

e Local government insurance service (e.g. premiums and insurance excesses) — note: not
subject to the $250,000 limit); and

e Purchasing as required and determined by the CEO and Directors providing that the
approval is provided in writing prior to the purchase and the details are recorded against the
requisition.

1.4.6 Inviting Tenders Under the Tender Threshold
The Shire may determine to invite public tenders, despite the estimated purchase value being
less than the $250,000 threshold.

W Page 6 of 13



Shire of Derhy /
Wesi Kimberley

This decision will be made after considering:

e Whether the purchasing requirement can be met through the WALGA Preferred Supplier
Program or any other tender exemption arrangement; and
Any value for money benefits, timeliness, risks; and
Compliance requirements.

A decision to invite tenders, though not required to do so, may occur where an assessment has
been undertaken and it is considered that there is benefit from conducting a publicly accountable
and more rigorous process. In such cases, the Shire’s tendering procedures must be followed in
full.

1.4.7 Other Procurement Processes

Expressions of Interest

Expressions of Interest (EQOI) are typically considered in situations where the project is of a
significant value, or contains significant complexity of project delivery that may solicit responses
from a considerable range of industry providers.

In these cases, the Shire may consider conducting an EOI process, preliminary to any request for
tender process, where the purchasing requirement is:

e Unable to be sufficiently scoped or specified,;

e Open to multiple options for how the purchasing requirement may be obtained, specified,
created or delivered,
Subiject to a creative element; or
To establish a procurement methodology that allows for an assessment of a significant
number of tenders leading to a shortlisting process based on non-price assessment.

All EOI processes are conducted as a public process and similar rules to a request for tender
apply. However, the EOI should not seek price information from respondents, seeking qualitative
and other non-price information only. All EOI processes should be subsequently followed by a
Request for tender through an invited process of those shortlisted under the EOI.

Request for Proposal

As an alternative to a request for tender, the Shire may consider conducting a request for proposal
where the requirements are less known, or less prescriptive and detailed. In this situation, the
request for proposal would still be conducted under the same rules as for a request for tender
but would seek responses from the market that are outcomes based or that outline solutions to
meet the requirements of the Shire.

1.4.8 Emergency Purchases

An emergency purchase is defined as an unanticipated purchase which is required in response
to an emergency situation as provided for in the Act. In such instances, quotes and tenders are
not required to be obtained prior to the purchase being undertaken.

Time constraints are not a justification for an emergency purchase. Every effort must be made

to anticipate purchases in advance and to allow sufficient time to obtain quotes and tenders,
whichever may apply.
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1.4.9 Sole Source of Supply
A sole source of supply arrangement may only be approved where the:

purchasing value is estimated to be over $5,000; and
purchasing requirement has been documented in a detailed specification; and

e specification has been extensively market tested and only one potential supplier has been
identified as being capable of meeting the specified purchase requirement; and

e market testing process and outcomes of supplier assessments have been documented,
inclusive of a rationale for why the supply is determined as unique and cannot be sourced
through more than one supplier.

A sole source of supply arrangement will only be approved for a period not exceeding three (3)
years. For any continuing purchasing requirement, the approval must be reassessed before expiry
to evidence that a sole source of supply still genuinely exists.

1.4.10 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, avoiding 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.

Utilising rolling contract extensions at the end of a contract term without properly testing the
market or using a tender exempt arrangement will not be adopted as this would place this local
government in breach of The Regulations (Regulation 12).

The Shire will conduct regular periodic analysis of purchasing activities within supply categories
and aggregating expenditure values in order to identify purchasing activities which can be more
appropriately undertaken within the purchasing threshold practices detailed in clause 1.4.3 above.

1.4.11 Contract Variations

Authorises the CEO to approve minor variations to contracts entered by Council, subject to the
funds required meeting the cost of the variations been contained within the amounts set aside in
the budget.

2. 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 embrace sustainable procurement by applying the value for money assessmentto 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
focused (i.e. operational environmental efficiencies or employment opportunities and benefits relating
to special needs), or externally focused (i.e. initiatives such as corporate philanthropy).
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Requests for quotation and tenders will include a request for information from suppliers regarding their
sustainable practices and/or demonstrate that their product or service offers enhanced sustainable
benefits.

2.1 Local Economic Benefit
The Shire encourages the development of competitive local businesses within its boundary first,
and second within its broader region. As much as practicable, the Shire will:

e Where appropriate, consider buying practices, procedures and specifications that do not
unfairly disadvantage local businesses;

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

e Ensure that procurement plans address local business capability and local content;

e 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; and

e Provide adequate and consistent information to local suppliers.

To this extent, a qualitative weighting will be included in the evaluation criteria for quotes and
tenders where suppliers are located within the boundaries of the Shire, or substantially
demonstrate a benefit or contribution to the local economy. This criterion will relate to local
economic benefits that result from tender processes.

The Shire has adopted a Regional Price Preference Policy, which will be applied when
undertaking purchasing activities.

2.2 Purchasing from Disability Enterprises
An Australian Disability Enterprise may be contracted directly without the need to comply with

the threshold and purchasing practices requirements of this policy, where a value for money
assessment demonstrates benefits for the Shire’s achievement of its strategic and operational
objectives.

A qualitative weighting will be used in the evaluation of quotes and tenders to provide advantages
to Australian Disability Enterprises, in instances where not directly contracted.

2.3 Purchasing from Aboriginal Businesses
A business registered in the current Aboriginal Business Directory WA (produced by the Small

Business Development Corporation) may be contracted directly without the need to comply with
the threshold and purchasing practices requirements of this policy, only where:

e The contract value is or is worth $250,000 or less, and
e A best and sustainable value assessment demonstrates benefits for the Shire’s achievement
of its strategic and operational objectives.

A gqualitative weighting will be used in the evaluation of quotes and tenders to provide advantages

to businesses registered in the current Aboriginal Business Directory WA, in instances where not
directly contracted.
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2.4 Purchasing from Environmentally Sustainable Business
The Shire will support the purchasing of recycled and environmentally sustainable products
whenever a value for money assessment demonstrates benefits for the Shire’s achievement of
its strategic and operational objectives.
A qualitative weighting will be used in the evaluation of quotes and tenders to provide advantages
to suppliers which:

e Demonstrate policies and practices that have been implemented by the business as part of
its operations;

e Generate less waste material by reviewing how supplies, materials and equipment are
manufactured, purchased, packaged, delivered, used, and disposed; and

e Encourage waste prevention, recycling, market development and use of recycled/recyclable
materials.

3. PANELS OF PRE-QUALIFIED SUPPLIERS

3.1 QObjectives
The Shire will consider creating a Panel of pre-qualified suppliers (“Panel’) when a range of
similar goods and services are required to be purchased on a continuing and regular basis.

Part of the consideration of establishing a panel includes:

e There are numerous potential suppliers in the local and regional procurement related
market sector(s) that satisfy the test of ‘value for money’;
The purchasing activity under the intended panel is assessed as being of a low to medium risk;
The Panel will streamline and will improve procurement processes; and
The Shire has the capability to establish a Panel, and manage the risks and achieve the
benefits expected of the proposed panel through a contract management plan.

3.2 Establishing and Managing a Panel
If the Shire decides that a Panel is to be created, it will establish the panel in accordance with

the Regulations.

Panels will be established for one supply requirement, or a number of similar supply requirements
under defined categories. This will be undertaken through an invitation procurement process
advertised via a state-wide notice.

Panels may be established for a maximum of three (3) years. The length of time of a local Panel
is decided with the approval of the CEO/ Executive Director.

Evaluation criteria will be determined and communicated in the application process by which
applications will be assessed and accepted.

In each invitation to apply to become a pre-qualified supplier, the Shire will state the expected
number of suppliers it intends to put on the panel.

If a Panel member leaves the panel, the Shire will consider replacing that organisation with the
next ranked supplier that meets/exceeds the requirements in the value for money assessment —
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subject to that supplier agreeing. The Shire will disclose this approach in the detailed information
when establishing the Panel.

A panel contract arrangement needs to be managed to ensure that the performance of the Panel
Contract and the Panel members under the contract are monitored and managed. This will ensure
that risks are managed and expected benefits are achieved. A contract management plan
should be established that outlines the requirements for the Panel contract and how it will be
managed.

3.3 Distributing Work Amon Panel Member
To satisfy Regulation 24AD(5) of The Regulations, when establishing a Panel of pre-qualified
suppliers, the detailed information associated with each invitation to apply to join the Panel will
prescribe one of the following as to whether the Shire intends to:

e Obtain quotations from each pre-qualified supplier on the Panel with respect to all discreet
purchases; or

e Purchase goods and services exclusively from any pre-qualified supplier appointed to that
Panel, and under what circumstances; or

e Develop a ranking system for selection to the Panel, with work awarded in accordance
with the Regulations.

In considering the distribution of work among Panel members, the detailed information will also
prescribe whether:

e Each Panel member will have the opportunity to bid for each item of work under the Panel,
with pre- determined evaluation criteria forming part of the invitation to quote to assess the
suitability of the supplier for particular items of work. Contracts under the pre-qualified panel will
be awarded on the basis of value for money in every instance; or

e Work will be awarded on a ranked basis, which is to be stipulated in the detailed information set
out under Regulation 24AD(5)(f) when establishing the Panel. The Shire will invite the highest
ranked Panel member, who is to give written notice as to whether to accept the offer for the
work to be undertaken. Should the offer be declined, an invitation to the next ranked Panel
member is to be made and so forth until a Panel member accepts a contract. Should the list of
Panel members invited be exhausted with no Panel member accepting the offer to provide
goods/services under the Panel, the Shire may then invite suppliers that are not pre-qualified
under the Panel, in accordance with the purchasing thresholds stated in section 1.4.3 of this
policy. When a ranking system is established, the Panel will not operate for a period exceeding
12 months.

In every instance, a contract must not be formed with a pre-qualified supplier for an item of work
beyond 12 months, which includes options to extend the contract.

3.4 Purchasing from the Panel
The invitation to apply to be considered to join a panel of pre-qualified suppliers must state
whether quotations are either to be invited to every Panel member (within each category, if
applicable) of the Panel for each purchasing requirement, whether a ranking system is to be
established, or otherwise.

Each quotation process, including the invitation to quote, communications with Panel members,

quotations received, evaluation of quotes and notification of award communications must all be
made through eQuotes (or other nominated electronic quotation facility).

W Page 11 of 13



Shire of Derbhy /
West Kimberley

Each quotation process, including the invitation to quote, communications with Panel members,
guotations received, evaluation of quotes and notification of award communications must all be
captured on the Shire’s electronic records system. A separate file is to be maintained for each
quotation process made under each Panel that captures all communications between the Shire
and Panel members.

4. PURCHASING POLICY NON-COMPLIANCE
Purchasing activities are subject to financial and performance audits, which review compliance with
legislative requirements and also compliance with the Shire’s policies and procedures.

A failure to comply with the requirements of this policy will 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:

e An opportunity for additional training to be provided;

e A disciplinary matter, which may or may not be subject to reporting requirements under the Public
Sector Management Act 1994; or

e Misconduct in accordance with the Corruption Crime and Misconduct Act 2003.

5. RECORD KEEPING
All 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. This includes those with organisations involved in a tender or quotation process, including
suppliers.
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