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Management report to Council Agenda item 6.10
Procurement Policy Review Council
Presenter: Phu Nguyen, Chief Financial Officer 12 December 2017

Purpose and background

1. The purpose of this report is to seek endorsement of the revised draft Procurement Policy.

2. Section 186A of the Local Government Act 1989 (Act) requires Council prepare a Procurement Policy
(Policy). The Policy must be reviewed at least once each financial year and be made publicly available, at

its office and on its website.

3. The Policy was first endorsed by Council in September 2009 and most recently amended and endorsed
by Council in August 2016.

Key issues

4, The Act requires that Council must have regard to the Victorian Local Government Best Practice
Procurement Guidelines (Guidelines) with respect to form or content of the Policy.

5. A revised Policy has been prepared:
5.1. In accordance with the Guidelines issued in 2013.
5.2. Incorporating amendments to reflect the Best Practice Principles.

5.3.  Removing the micro level details which are sited in the Contract Management Guidelines (CMG)
for internal purpose use.

5.4. Aligning the threshold for carrying out works with Section 186A of the Act to $200,000 (including
GST).

Recommendation from management
6. That Council:

6.1. Notes its obligations under section 186A of the Local Government Act 1989 to review its current
Procurement Policy, at least once every financial year.

6.2. Endorses the amended Procurement Policy with marked up changes.

Attachments:
1. Supporting Attachment  (Page 2 of 14)
2. Procurement Policy (Page 3 of 14)
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Agendaitem 6.10

Supporting Attachment Council
12 December 2017

Legal

1. The revised Policy is aligned with the Guidelines, which are designed to assist Councils to better
understand their obligations under the Local Government Act 1989 (the Act).

2. Section 186A(7) of the Act provides that the Council must review the current procurement policy at least
once in each year financial year.

Finance

3. There are no major financial implications associated with the recommendation.

Conflict of interest

4, No member of Council staff, or other person engaged under a contract, involved in advising on or
preparing this report has declared a direct or indirect interest in relation to the matter of the report.

Stakeholder consultation

5. The Guidelines were reviewed through the Policy update process.

Environmental sustainability

6. The Policy demonstrates Council’s commitment to sustainability, which is about taking positive action to
demonstrate Council’s commitment to the local community and environment. In procurement activities,

Council will undertake to support opportunities with social enterprises, Aboriginal and Torres Strait
Islander groups and sustainability.
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Council
12 December 2017

Procurement Policy

1.—Background__ —Scope and Application

The City of Melbourne (Council) has a long-term vision of Melbourne as ‘a bold, inspirational and
sustainable city’.

Council's supply chain has a material impact on the organization’s long term economic,
environmental and social performance (sustainability performance). Therefore, Council has a
strong commitment to sustainable procurement practices.

To deliver on Council’s vision, this policy provides quidance for procurement decision makers to
achieve positive long term financial outcomes underpinned by strong, resilient communities and a
healthy environment, particularly important to support our growing population.

. Aall values referred to in this Policy are inclusive of GST.
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23. _—Legislative Compliance

The key legislative requirements for this Policy include:

section 186 of the Act (Power to enter into Contracts)
section 186A of the Act (Procurement Policy)

section 3C of the Act (Objectives of a Council);
section 208B of the Act (Best Value Principles)

sections 77A, 77B, 78, 78A to 78E, 79, 79B to D, 80, 80 A to C, 81, 95 and 95AA of the
Act (Conflict of Interest)

section 98 of the Act (Delegations)

section 140 of the Act (Accounts and Records)

tFhe relevant provisions of the Competition and Consumer Act 2010 (Cth)

-all values referred to in this Policy are inclusive of GST.

Council will adhere to all these provisions in all procurement matters.

53.__ 2 —Procurement Principles

-Council will apply the following fundamental best practice principles to procurement, -irrespective
of the value and complexity of that procurement:

value for money

negative environmental impact reduction

negative social impact reduction and positive social benefit

sustainability (social, economic and environmental)
open and fair competition

accountability
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risk management

probity -and transparency.
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Council's supply chain has a material impact on the organization’s sustainability performance,
therefore; Council has a strong focus on sustainable procurement. To deliver on Council’s
commitment to the local community and the environment, Council uses procurement as an
opportunity to generate social, environmental and economic benefits beyond the purchases
required. This demonstrates Corporate Social Responsibility (CSR) which is about taking positive
action to demonstrate the Council’'s commitment to the local community and environment on
which its procurement activities impact.

When making purchases Council will consider the following:

5.42 —Value for money

Council has a commitment to provide value for money and continuous improvement in the
provision of services for the community. To deliver on Council’'s commitment to the local
community, Council has a responsibility to mitigate future risk and cost pressure that will arise
from increasing stress on natural resources and existing/emerging social issues. As a result,
Council uses procurement as an opportunity to reduce negative environmental impacts, reduce
negative social impacts and generate social benefit, which demonstrates long term economic
value.

To aid decision making that contributes to long term value for money, rather than purely short
term cost savings, Council allows a price preference of up to 10 per cent for purchases that
demonstrate reduced environmental impact, reduced social impact and which generate social
benefit.
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6. 542 —Environmental impacts

Council will reduce its impact on the natural environment and human health by
encouraging improved environmental management in Council’s supply chain.
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7. Social impacts and social benefit

Social sustainability focuses on the social (or people) aspects of sustainability and in
particular social equity. Social equity goals address disadvantage and are underpinned by
principles of diversity, acceptance, fairness, compassion, inclusiveness and access for people of
all abilities. A focus is placed on people who are underrepresented and people with less

opportunity.

54.438. Aboriginal Engagement

The City of Melbourne aims to stimulate Aboriginal entrepreneurship, business development and
employment by providing Aboriginal businesses with more opportunities to participate in the




Page 9 of 14

Depending on the nature of the procurement, Council is committed to explore opportunities in
engaging Aboriginal businesses for the delivery of goods or services. This may result in
engagement as a contractor, a subcontractor or individual's employment as a result of provision
of goods, services or works to the City of Melbourne.

5:4.59. Gender Equality

The City of Melbourne plays a significant role in making our city a safer and a more inclusive
environment for all and demonstrates leadership in promoting gender equity principles to the
broader community by:

e ensuring an integrated and comprehensive approach to the promotion of gender
equity and the prevention of violence against women

¢ modelling safe, flexible workplace practices that support respectful relationships

e representing gender diversity in all Council plans, activity, and publications in the
media

A commitment has been made to drive positive action that ensures fair treatment to all
employees, volunteers and contractors (including the City of Melbourne’s Supply Chain) whereby
our organisational values and obligations are enforced as per the Equal Opportunity Act (Vic,
2010).

The City of Melbourne will seek to obtain through our Supply Chain for procurement activities, the
following information to ensure that it is appropriating goods and services from organizations with
a shared commitment to equal opportunity.

Evidence of gender equality in leadership (organisations structure) or prescriptive measures to
address gender imbalance;

¢ Ratio of employment for men & women

e A copy of their gender equality policies and commitments.

The Procurement and Category Management Team are committed to driving greater awareness
of diversity and inclusion through its engagement practices with existing and new suppliers as
well as communicating its expectations in regards to operational compliance with equal
opportunity principles and practices.




Page 10 of 14

10. 5-8-2—Procurements under $150,000 for Goods and Services / $200,000 for Works

Forprocurements-under-$150,000-sStaff are required to follow processes in accord with the
Contract Management-SystemManagement Guidelines (CMG). These procedures apply unless

the procurement is being made under an existing Council Contract or approved State
Government Contracts. A Purchase Order is required to be raised in Council’s Technology One
finance system.

A public tender process may be used for values less than the threshold$150;000; if this will serve
Council interests and produce a better outcome in the context of this Policy.

5.11.6:2— —Procurements equal to or over $150,000 for Goods and Services8

" o o fol : it .

(a) __For procurements where there is an existing Panel Contract, staff are required to :

prepare a project brief and obtain quotes from suitable Panel members

(b)  Where there is a contract in place and Council has appointed a Tendering Agent, for
example Procurement Australia, staff are required to prepare a project brief and obtain a
quote from the contracted supplier.

(c)  Where there is a suitable State Government Contract in place approved for Council use by
the Minister for Local Government, staff are required to follow the process required by the
State Government.

(d)  Where there are no current contracts in place, staff are required to:

e use the appropriate Invitation to Tender template in CMG

e conduct a publicly advertised, open and competitive Tender for the procurement, in
accord with Council’'s CMS procedures.

Note: Exemptions from advertising are set out in section 186 (5 and 5A) of the Act.
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by—12. Procurements equal to or over $200,000 for Works

(a) For Building and Construction Works where there are suitable building industry contractors
or consultants on the Construction Supplier Register maintained by the Department of
Transport Planning and Infrastructure for and on behalf of the State Government
(“Register”), staff are required to :

«—receive a minimum of three tenders from suppliers on the Register.

13.5:8— —Probity Requirements

Members of staff (and all persons engaged in procurement on Council’s behalf) must exercise
the highest standards of integrity in a manner able to withstand the closest possible scrutiny. All
members of staff have an overriding responsibility to act impartially and with integrity, avoiding
conflicts orf interest (section 95 of the Act).
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o—purehasesirom-local-suppliers:

14.5-11 ——Negotiations
Once a preferred tenderer is selected, negotiations can be conducted in order to obtain the

optimal solution and commercial arrangements, providing negotiations remain within the intent
and scope of the tender.

Council may conduct a shortlisting process. Shortlisted Tenderers may be invited by the Council
to submit a best and final offer in relation to all or certain aspects of their respective Tenders.

15. 542 City of Melbourne Tenders’ Webpage

-Information regarding Current Tenders, Closed Tenders, Awarded Tenders and Future Tenders
is placed on Council’'s website.
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