Example Agency


2.2 PROCUREMENT OF GOODS AND SERVICES 

Policy

Example Agency must adhere to the ACT Purchasing Policy Principles and Guidelines. 

The objectives of the ACT Purchasing Policy are aimed at:

· ensuring that local suppliers are given the opportunity to compete for ACT Government Business;

· improving purchasing practices throughout government agencies;

· establishing and maintaining effective business relationships between agencies and industry; and

· facilitating improved delivery of services to the community.

The six principles for Government Purchasing are:

· obtain value for money in purchasing activities;

· operate in an environment of open and effective communication;

· maintain probity, ethical behaviour;

· consider environmental issues;

· maximise opportunities for local suppliers to offer goods and services; and

· manage risks associated with the purchasing process.

Rationale for Policy

The department has a responsibility to ensure that public funds are spent efficiently and ethically.  

Responsibilities and Accountabilities

The primary responsibilities and accountabilities in relation to the procurement of goods and services rests with the Chief Executive and other staff are then authorised to spend public money:

· Directors;

· Requester; 

· Approver; and

· Receiver.

Directors

Directors have responsibility to:

· ensure that the department’s purchasing procedures meet the Government’s policy objectives and the ACT Purchasing Principles; and 

· have processes in place to ensure that that those procedures are being followed.

Requester 

The requester is responsible for:

· identifying the need for the goods or service;

· ensuring that the purchase is in the best interest of the department; and

· obtaining necessary quotes to ensure that value for money is obtained.

Approver

The approver is responsible for ensuring the proposed purchase is for a legitimate business purpose and that the proposed purchase is efficient, economical and ethical and that they comply with relevant legislation, regulations and the department’s Certified Agreement.

The approver is accountable for the exercise of their delegated authority and any decisions made in accordance with these procedures.

Receiver

The receiver of the good or service (often this is also the requester) is responsible for ensuring that the supplier has delivered the good or service in a satisfactory manner.  

Non-Compliance

Failure to comply with these procedures may result in a fraud against the department. 

Directors and staff are therefore accountable to the Chief Executive for the fulfilment of their responsibilities under these procedures.  Non-compliance will be taken as a serious matter and may result in disciplinary action or be reflected in management performance reviews.

Target Users

These procedural rules are for all staff involved in the procurement process.

The following procedures are addressed by these guidelines:

	· procurement processes;
	· achieving open and effective competition;

	· pre-purchase requisition and approval;
	· probity and ethics;

	· receiving of goods and service;
	· environmentally responsible purchasing;

	· purchases over $50,000;
	· buying locally;

	· purchases above $1 Million;
	· risk management;

	· contractors and consultants;
	· recording of assets purchased;

	· obtaining value for money;
	· loss or damage; and

	· selecting suppliers and obtaining quotes;
	· publication of purchasing information.


Procurement Processes

The process for procurement involves two stages:

· pre-purchase requisitioning and approval—involves identifying the need for a good or service, obtaining approval for the purchase, and ordering the good or service, and

· the receiving of goods and services.

Pre-purchase Requisitioning and Approval

	Step
	Action

	1
	Identify the need for the good or service.

	2
	Obtain approval from an authorised delegate for the purchase of the good or service.  The delegate must seek to obtain the best value for money for the department.

	3
	Approver must document and file their decisions and the basis for them, including correspondence with potential/selected suppliers.

	4
	Place an order with the supplier of the good and service.


Credit card purchases are not covered by the process above.  Specific guidelines are set out in Procedure 2.9 Credit Cards.

Receiving of Goods and Services

	Step
	Action

	1
	Good or service is received as requested.

	2
	Good or service is checked to ensure that it is satisfactory.

	3
	Sign-off invoice (when received) to confirm that good or service has been received and is acceptable.

	4
	Submit the signed invoice to the approver for approval.

	5
	Forward approved invoice to Corporate Finance for payment.


Purchases Over $50 000

The Government Procurement Act 2001 was gazetted in May 2001 that established the Government Procurement Board (the Board).  The Board then issued a guideline by way of a disallowable instrument that established Approved Procurement Units (APU).

The department’s APU has been established for the examination of procurements of $50,000 or more and any that are perceived to be of high risk or of a sensitive nature, regardless of the amount.

	Step
	Action

	1
	Identify that the purchase is of $50,000 or more and/or is considered high risk.

	2
	Requesting business section completes a Procurement Plan.  

	3
	Plan is submitted to the APU.

	4
	Plan is endorsed by the APU.

	5
	Tender process is carried out.


Assistance with any procurement that falls within the ambit of the APU can be accessed by calling the Chair on ext 50223. 

For procurement proposals valued between $50,000 and $100,000, a simplified procurement plan should be prepared (see template at Appendix 1).  This procurement plan provides business systems and audit trail documentation, and is intended for procurement under the public tender threshold (currently $100,000).

Purchases above $1 Million

In the event of a procurement of $1 million or more a procurement plan for the project must be submitted and endorsed by the department’s APU before being submitted to the Government Procurement Board, ACT Treasury for endorsement.

An Australian Capital Region Industry Plan (CRIP) must be developed.  The department’s APU should assess the information provided in each CRIP and the potential benefits should be taken into account as part of the overall evaluation for money.  The department’s APU should refer to guidance from ACT Procurement Solutions to develop the CRIP.

For more information please refer to Australian Capital Region Industry Plan Guideline.

Contractors and Consultants

Special provisions apply for the use of contractors and consultants for further details refer to section 2.8.1 Engagement of Consultants and/or 2.8.2 Use of Contractors.

Obtaining Value for Money

When evaluating suppliers’ offers, value for money consideration must be given to:

· the costs and benefits involved on a whole-of-life costing basis, through the calculation of net present values;

· the other ACT purchasing principles and their impact on costs and benefits;

· the ability of the product or service to meet the department’s technical and service level requirements;

· the capability and financial viability of the supplier to perform the contract; and 

· ensuring the contractual arrangements are appropriate to protect the department.

All purchasing is to be conducted in an environment where “open and effective” competition is a prime operating principle.

The principle of open and effective competition is to be achieved while maintaining the highest level of cost effectiveness and procedural flexibility, consistent with probity, accountability and transparency of the procurement process.

Selecting Suppliers and Obtaining Quotes

The following arrangements apply in relation to obtaining Quotations:

· where the cost of the goods and services is below $5,000, or where the cost of capital works is below $20,000, one oral quotation from a local supplier may be sufficient, but additional quotes can always be sought where it is thought prudent to do so.  This quotation is to be from a local supplier where no applicable ACT Common Use Arrangement (CUA) exists;

· where the cost of the goods and services is between $5,000 and $100,000, and where the cost of capital works is between $20,000 and $100,000, three written quotations should be sought and documented with the approval to purchase.  These quotations should be from local suppliers;

· where the cost of the goods and services is over $50,000, the Procurement Plan requires endorsement by the department’s APU;

· where the cost of the goods and services is over $100,000, it should be advertised in the local or national newspapers; and

· where the cost of the goods and services is over $1M, following endorsement of the Procurement Plan by the department’s APU and Government Procurement Board, staff must seek an Australian Capital Region Industry Plan (CRIP).

Records of quotations must be kept on file.

In some cases it may not be necessary to seek the recommended number of quotations e.g. where there is a need to standardise on a particular item for ease of maintenance.  In those cases the reason(s) must be recorded on file.  For further information please refer to the Government Procurement (Quotation and Tender Thresholds) Guideline 2003 (No 1).

There are different requirements for purchasing in Construction Programs for information on this please refer to ACT Government Procurement Policy and Principles and Guidelines.

Achieving Open and Effective Competition

Open and effective Competition is to be achieved by:

· publishing forward procurement plans;

· obtaining an appropriate number of quotations;

· inviting tenders publicly (generally for purchases in excess of $100 000);

· publicly displaying the names of tenderers as soon as possible after the tender closure;

· publicising the details of contracts on the Buyers and Sellers information (Basis) website; and 

· providing appropriate information and feedback to suppliers, particularly those that have been unsuccessful in making an offer.

Probity and Ethics

Officers involved in purchasing activities are to act with honesty and maintain the highest ethical standards in all business dealings.  For more information refer to the ACT Government Procurement (Principles) Guidelines 2002 (No 2), ACT Procurement Circular 2003/06 on probity and ethical behaviour, and ACT Public Sector Standards – Ethical Behaviour.

Officers responsible for handling personal information in purchasing activities must also give full consideration to ensuring privacy protection.  For more information please refer to ACT Procurement Circular 2002/07 - Privacy in ACT Government Purchasing.

Depending on the complexity and sensitivity of a procurement activity, it may be appropriate to engage either a probity adviser, or a probity auditor, or both.  A probity adviser provides independent advice during a procurement activity.  A probity auditor provides a greater transparency and accountability by auditing procurement processes to verify that they were consistent with legal requirements, government regulations, policy, principles and best practice guidelines.  For more information please refer to ACT Procurement Circular 2003/06 – Probity and Ethical Behaviour.

Environmentally Responsible Purchasing

ACT Purchasing activities are required, as part of the ‘value for money’ assessment of offers to give due consideration to the purchase of environmentally responsible goods, services and works.  For more information please refer to ACT Government Guideline on Environmentally Responsible Purchasing.

Buying Locally

ACT Government purchasing activities are to maximise the opportunity for Australian Capital Region suppliers to compete for the provision of goods and services, consistent with the purchasing principles of value for money and open and effective competition.  For more information refer to the ACT Government Guideline on Buying Locally.

Risk Management

Managing the risk associated with the purchase of goods and services is part of the broader risk management that managers in the department are required to develop.  A poor purchasing decision can adversely effect the department’s operations and service delivery.  A risk management plan is to be completed as part of the Procurement Plan.

For more information please refer to the ACT Government Modified Risk Management Guideline.

Loss or Damage

If any items are lost or damaged or any deficiencies occur after the items are delivered and accepted a loss and damage report is to be completed immediately and forwarded to the Manager.

Publication of Purchasing Information

With the requirement to publish procurement details for a value of $50,000 or greater on the Basis website, details should be included in the Procurement Plan when the Approved Procurement Unit will action the publishing on the site and the advertising of the procurement on the Basis website.  The responsibility for the publication rests with the Business Unit.

Reporting Responsibilities

Directors are responsible for:

· providing a signed copy of contracts (or amendments) with a value of $50,000 or greater to the Director Corporate Services within twenty-one (21) days of execution;

· providing a signed copy of contracts (or amendments) which include a confidentiality clause to the Auditor-General within twenty-one (21) days of execution;

· ensuring that either a copy of the contract, or sufficient details to allow a person to obtain a copy of the contract is placed on the Buyers and Sellers information (Basis) website within twenty-one (21) days of execution;

· providing information on consultancies where the value is at least $5,000 (GST inclusive) as requested by the Director Corporate Services for inclusion in the annual report; and

· providing information on contractors where the value is at least $15,000 (GST inclusive) as requested by the Director Corporate Services for inclusion in the annual report.

Where a variation to the contract occurs the reporting responsibilities above apply to the variation.

Links

ACT Government Procurement (Principles) Guideline 2002 (No 2)
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ACT Procurement Circular 2003/06 – Probity and Ethical Behaviour

ACT Public Sector Standards – Ethical Behaviour

ACT Procurement Circular 2002/07 – Privacy in ACT Government Purchasing

ACT Government Guideline on Environmentally Responsible Purchasing

ACT Government Guideline on Buying Locally

ACT Government Guideline for Australian Capital Region Industry Plan

ACT Government Modified Risk Management Guideline

Government Procurement (Quotation and Tender Thresholds) Guideline 2003 (No 1)

Appendix 1

PROCUREMENT PLAN - $50,000 - $100,000

This Procurement Plan is to be completed by Business Units and accompany projects referred to the Approved Procurement Unit (APU).  This Procurement Plan provides business system and audit trail documentation, and is intended for procurements under the public tender threshold (currently $100,000).

A copy of the Plan, including APU endorsement, is to be suitably filed (on Registered File) for audit purposes

	PROCUREMENT SUMMARY

	Procurement Title:


	

	Project ID:


	

	Project Officer:


	
	Phone no.

	Agency:


	

	Contract Period


	

	Estimated Cost:


	(Incl GST on Whole of life basis)

	Procurement Method (i.e Quotation/Tender/Other)
	

	No of Offers to be Sought (If less than 3, please state reasons)


	

	Date Lodged with:


	APU
	…..../….../20.…


OBJECTIVE

(State objective of procurement)

BACKGROUND

(State background to procurement – need and brief business case)

PROCUREMENT PRINCIPLES

In undertaking a procurement activity, a Territory entity must apply the following procurement principles and state how this procurement (including construction) will comply with each of these principles:

Value for Money

[How will the Plan result in a VFM outcome?]

Open and Effective Competition

[How will Plan ensure an open and effective process?]

Probity and Ethical Behaviour

[How will the Plan ensure that Probity and Ethical Behaviour is maintained throughout the process?]

Environmental Sustainability

[How will the Plan give consideration to Environmental Sustainability?]

Local Industry Development

[How will the Plan ensure that Local Industry Development is considered?]

Management of Risk

[For high or extreme risk projects, refer to the ACT Government Procurement Board until otherwise advised.  For such proposals, it is appropriate to consider developing a full plan in accordance with the Board Risk management Circular]

CONTRACTS

Number, value and type of contracts to be awarded

Source of funding available and status of funding approval

What is the contract period and what are options for extension?

AUTHORISATIONS

Procurement Officer

This procurement complies with Procurement Guidelines and Circulars.

………………….
…………………..
……./….../20….

Project Officer 
Signature 


Delegate Approval

This Procurement Plan is approved.

……………………
……………………..
..…/….…/20….

Delegate
Signature




ANY DEVIATION OR AMENDMENTS TO THIS PROCUREMENT PLAN REQUIRES APPROVAL BY THE DELEGATE AND ENDORSEMENT FROM THE APU.

APU ENDORSEMENT

	APU Contact Officer:
phone no.


Chief Executive Instructions - Accounting Procedures
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