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GENERAL POLICY REQUIREMENTS

APPLICATION OF VGPB POLICY
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	CONTEXT:
	


The Victorian Government Purchasing Board (VGPB) is established under the Financial Management Act 1994.

VGPB’s function relates to the purchase, rental or lease of goods and services, and the management and disposal of goods.  VGPB policy does not apply to construction and related matters that are governed by the Minister for Planning.  

The functions of the VGPB are:

· to develop, implement and review policies and practices;

· to provide advice, staff training and consultancy services;

· to monitor departmental compliance with procurement policies and Ministerial directions and to report irregularities to the relevant Minister;

· to foster improvements in the use and application of purchasing systems and electronic trading; and

· to establish and maintain a comprehensive database of purchasing data of departments and supply markets for access by departments.

The VGPB also has the power to consider and approve requisitions for the purchase of goods and services by departments.

VGPB policy and practices apply to all Government departments, Victoria Police and the following administrative offices as defined in the Public Administration Act 2004.

· Essential Services Commission

· Office of Police Integrity

· Office of Public Prosecutions

· Office of the Chief Commissioner of Police

· Office of the Commissioner for Environmental Sustainability

· Office of the Legal Services Commissioner

· Office of the Ombudsman

· Office of the Privacy Commissioner

· Office of the Special Investigations Monitor  

· Office of the Victorian Electoral Commission

· State Services Authority

· Victorian Auditor-General’s office

The responsibility of the VGPB and its policies do not extend to:

· purchasing activity undertaken by outer budget agencies or government business enterprises;

· matters of a construction ‘works’ nature that fall under the Project Development and Construction Management Act 1994;

· non-contractual agreements or any form of assistance including grants, loans, equity infusions, fiscal incentives, subsidies, guarantees, co-operative agreements and sponsorship arrangements

· purchasing arrangements associated with a project undertaken in accord with the Partnerships Victoria policy; and

· property (land) transactions.

	

	KEY REQUIREMENT: 
	


Compliance with VGPB Policy

· Departments and administrative offices are required to comply with VGPB policy in relation to the purchase of goods and services.

· Departments and administrative offices may adopt process requirements in addition to VGPB policy that are not in conflict with the requirements or intent of VGPB policy.
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	OTHER REQUIREMENT:
	


Purchasing Principles

Department purchasing activities must be based on the following principles:

· Value for money

· Open and fair competition

· Accountability

· Risk management

· Probity and transparency

Procurement Methods

· Open Tendering

· Selective Tendering

· Limited Tendering - Exemption from Public or Selective Tendering 

· Quotes for procurement valued up to and including $150 000

Rules of Origin

Applicable local rules apply

Estimated Total Value in Determining a Procurement Method

Estimated total value in reference to VGPB policies includes GST, all forms of remuneration including premiums, fees, commissions, interest, other revenue streams, options to extend and applies to any contractual agreement including purchase, rental or lease. 
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Nil

	[image: image4.png]




	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Financial Management Act 1994

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


ACCREDITATION OF DEPARTMENTS BY THE VGPB POLICY
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	CONTEXT:
	


The VGPB has accredited departments to assume responsibility for purchasing.  The delegation of the VGPB’s powers through the accreditation process requires departments to comply with Board policy and to establish an Accredited Purchasing Unit (APU).  

Each department’s APU has the delegated responsibility to oversee the procurement process and to approve requisitions within its accreditation limits without reference to the Board.  

The Accountable Officer may give the APU responsibility for developing internal processes in-line with VGPB policy.

	

	KEY REQUIREMENT: 
	


1. The Establishment of Accredited Purchasing Units 

Departments are to establish an APU as part of their accreditation by the VGPB.

The responsibilities of the APU include:

· assessing procurement proposals in excess of $100 000
 and high risk/complex purchases of lesser value;

· approving proposals within the department’s accreditation limit and endorsing proposals outside that accreditation limit for consideration by the VGPB;

· monitoring and reporting on the department’s purchasing processes and procedures;

· providing purchasing related advice to senior officers and other personnel;

· facilitating increasing levels of competency in the procurement function; and

· supporting the VGPB in the performance of its functions.

2
Process for Seeking Accreditation

· The Accountable Officer of the department is to apply to the VGPB for an accreditation level that suits the department’s needs and risk environment.

· The VGPB has established a four tier accreditation system aligned with key government procurement policy requirements (refer to the table below).

	Tiers
	Accreditation Limit

	Tier 1
	Up to $1m

	Tier 2
	Up to $10m

	Tier 3
	Up to $50m

	Tier 4
	Unlimited 


· The application for accreditation or a change in the level of accreditation is to be supported by a management plan including an implementation timetable for consideration and approval by the VGPB.

· The Accountable Officer is to provide a management plan compliance report as part of the Annual Supply Report to the VGPB.

· The Accountable Officer can apply to the Board at any time for a change in a department’s accreditation level.
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	OTHER REQUIREMENT:
	


Review of a Department’s Management Plan

· A management plan is to be reviewed by the Board within a 36 month period after approval by the Board.  

· The Board can request a review of a department’s management plan at any time.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Accreditation Management Plan Framework - Explanatory Note
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	RELATED DTF TEMPLATES, FORMS AND TOOLS:
	


	

	RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	June 2009

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


STAGE 1 – PLANNING

STATE PURCHASE CONTRACTS POLICY
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	CONTEXT:
	


State Purchase Contracts are a procurement arrangement established when multiple entities have a common requirement for frequently purchased goods and or services, and value for money can best be achieved through aggregating demand.

The Victorian Government and the Victorian Government Purchasing Board (VGPB) have adopted a strategic approach for procurement through the establishment of State Purchase Contracts to improve value-for-money outcomes and drive continual improvement over the life of a contract.

This strategic approach is based on the development of a business case that justifies proceeding with a State Purchase Contract.

Priority will be given to creating additional value for public expenditure on goods and services through alignment of entity requirements, and by aggregating purchasing demand into State Purchase Contracts for use by the inner and outer budget sectors.

Departments and administrative offices will be referred to collectively as inner budget entities and are bound by VGPB policies.  Statutory authorities, Government Business Enterprises and other government organisations that are only partly funded by government will be referred to collectively as outer budget entities and are not bound by VGPB policies.
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	POLICY FRAMEWORK:
	


State Purchase Contracts (SPCs) are standing offer agreements used to purchase common use goods and services to provide more effective and efficient procurement.  SPCs do not have fixed expenditure limits as they are not an individual procurement activity.  The indicated expenditure is an estimate based on the anticipated use by the entities bound to the agreement.  SPCs can involve arrangements with one or more suppliers for a set period of time, incorporate a schedule of rates and performance levels, and usually require no obligation on the State to purchase a particular quantity of the goods or services.
Individual entities will be encouraged to take lead entity responsibility for the development of a SPC in areas where the entity has specific knowledge, market information and business drivers relating to the goods and services being sought.

SPCs are either mandated or non-mandated for inner budget entities.  The preferred arrangement is mandating the use of SPCs across a defined number of entities, to ensure the optimal value for money solution for government while providing the framework for continuous improvement in collaboration with the supplier over the term of the agreement.  SPCs can be used by outer budget entities who commit to the requirements of the agreement.

A comprehensive business case is used to establish a SPC to determine the benefits of aggregating demand, the optimal path to the market and the scope of entities to be bound by the contract.

Previous arrangements known as Open SPCs, Whole of Government (WofG) contracts and Open Standing Offer Agreements (OSOAs) are no longer stand alone arrangements under the SPC policy.  The operation of these previous arrangements can exist as either mandated or non-mandated SPCs.
	KEY REQUIREMENTS:


	


1. Categories
SPCs fall into two categories which define the scope:
1.1. 
Mandated
Established as a standing offer agreement(s) when there is strong and ongoing demand generally in all or the majority of inner budget entities for common use goods and services that generally can be readily or broadly defined in advance (for example commodities and some professional services).  These arrangements include the following features:
· scope of the entities mandated to use the SPC are determined in the business case;

· accessible by outer budget public entities that subscribe to the requirements of the agreement and the Rules of Use; and

· accessibility can be extended by the Minister for Local Government to Municipal Councils. Those councils electing to participate must subscribe to the requirements of the agreement and the Rules of Use.

1.2. 
Non-mandated
Established as a standing offer agreement(s) where there is strong and ongoing demand generally in all or the majority of inner budget entities for common use goods and services  that generally can not be adequately defined in advance, (for example broad markets, with a diverse range of services and a large number of suppliers such as some ITC services).  These arrangements include the following features:
· considered as a second option to mandatory SPCs;
· must not to duplicate the scope and specification of mandatory SPCs;

· value-for-money outcomes are not enhanced by mandating its use;

· access is optional; and

· entities that use the arrangement must subscribe to the requirements of the agreement and the Rules of Use. 
Whilst the two categories above comprise the framework for establishing SPCs, it is anticipated that mandated SPCs will be the general arrangement for inner budget entities.

2. Contract Arrangements
SPCs are structured as standing offer agreements that involve a head agreement between the lead entity and supplier(s). The head agreement can cover matters such as the terms and conditions of contract, performance requirements as well as how entities are to purchase under the head agreement using a standard purchase order or equivalent. 

SPCs can be structured as follows:

· sole or multiple suppliers (multiple suppliers constitute a panel arrangement);

· open or closed panels (where open panels are able to accept new suppliers at set or other times during the contract period whereas closed panels are restricted to the suppliers engaged at the commencement of the contract);

· brokerage services model; and

· Software Licence Enterprise Agreements (SLEAs) which are agreements to supply multiple software licences and associated services on a whole of government or entity basis.
Panel arrangements may vary in complexity and the number of panellists. Guidance is provided below on the selection and use of both. 

2.1
Closed panels

Closed panels are typically established through a contestable process that results in a set number of panel members for a given period of time.  Closed panels may be appropriate when:

· fixed prices, fees or rates apply;

· there are specific requirements such as specialised skills and knowledge;

· regional or area based suppliers are needed to ensure responsiveness; and

· product differentiation exists in the marketplace.

2.2
Open panels

Open panels are also typically initially established through a contestable process and allow for the addition of new service providers through subsequent procurement or qualification processes.  The lead entity must document how potential ‘new’ suppliers are to be added to the panel contract and the circumstances and evaluation criteria for doing so.  Open panels may be appropriate when:

· prices or rates are indicative and may change up or down; 

· there is diverse expertise or a large number of suppliers in the market place;

· the requirement is broad;

· the market is emerging or immature, and there is a likelihood of new entrants and changes over time;
· the contract term is particularly long;
· new products, providers and technologies are constantly emerging; and
· where there is a strong potential for the government’s purchasing power to influence the market, which would be restricted if the panel was closed to new entrants.

2.3
Number of panel members

The indicative number of panel members should be determined in the SPC business case development phase and preferably indicated in the Request For Tender and finalised at the conclusion of the evaluation phase.
The following factors should be considered in determining the size of the panel:

· the anticipated amount of work to be performed;
· the need to provide choice of providers for users;
· the type and breadth of work to be performed and whether individual panel members are able to fulfil all requirements;

· the cost to the panel members in relation to the estimated work obtained; and

· ensuring a reasonable level of work for the number of panel members.
3. Aggregated Demand for Establishing SPCs

The basis for establishing a new arrangement will be aggregated and aligned user demand supported by an analysis of factors documented in a business case. 

Unless it is clearly shown not to be the best-value option, the approach is to maximise aggregated demand and appoint a sole supplier.  Where this is not the best-value option or a risk analysis shows that there is a greater risk than the benefit of a sole supplier, consideration should be given to establishing a panel of suppliers.  However, the number of suppliers on a panel arrangement should be minimised to ensure as far as practicable, the equitable distribution of supply opportunities.

Where an entity has an existing standing offer agreement for goods or services covered by the proposed SPC, the entity is to migrate to the SPC when its initial contract period excluding options expires.  A request to execute an option to extend the entity’s existing standing offer agreement must be approved by the Minister for the lead entity responsible for the SPC.

Before a SPC is established, significant outer budget entities should be invited to participate and contribute to the predicted aggregated demand.  Outer budget entities with high levels of transactions and/or expenditure are to be contacted by the lead entity during the development of a business case and where appropriate, their specifications for goods and services will be considered.  The lead entity will also need to include in the aggregated demand any requirements where there are significant cost penalties in remote area delivery or a specific high risk demand.  Where additional costs (e.g. for remote delivery) or a higher risk profile is involved, the decision on whether these entities should be included in aggregated demand or purchasing from an SPC require a separate agreement from the lead entity and the contracted supplier(s).

Note:  Where there is significant procurement by other entities from a Sole Entity Purchase Contract , consideration must be given to transitioning the arrangement into an SPC and a cost benefit report undertaken.

4. Business Case Planning 

Robust business case planning must be undertaken for each proposed SPC.

4.1 Business Case Report

A business case for a new arrangement should address some or all of the following:

· project scope;

· benefits and costs;
· organisational resource and management requirements for the SPC initiation;

· stakeholder analysis (including both the inner and outer budget sector organisations where appropriate);

· demand analysis;

· spend analysis;

· market analysis;

· potential impact of aggregation on small businesses

· sourcing options;

· risk analysis;

· optimal path to market and tender strategies;

· contract/category management strategies;

· reporting strategies;

· resourcing and training; and

· scope of entities to be bound by the contract.

Prior to renewing a SPC, a high level review of the original business case should be undertaken to update the basis for re-establishment of the SPC.  The recommendation to renew the SPC is to be approved by the Accountable Officer for the lead entity.

4.2. Supportive Role of Entities
The role of the entities includes:

· assisting in identifying potential SPC opportunities, including working with DTF to collect procurement data to assist in developing a SPCs work program;

· taking the lead on establishing new SPCs (lead entities should be those best placed to undertake the particular SPC activity, for example, those with a sound knowledge of that specific market for goods and services or is a predominant user for the goods or services);

· providing input into the development of SPCs when not the lead entity;

· participating in project teams to develop tender specifications for new SPCs and evaluate bid responses; and

The Minister for Finance may request an inner budget entity to assume the lead entity role where the entity spend comprises a significant component of the total spend for a specific category or where the entity has particular knowledge of a specific spend category.

4.3. Market Approach

RFTs include the following:


4.3.1. General

· State the proposed number of suppliers;

· Arrangements (if any) to allow for other entities access in the future;
· Proposed Rules of Use for accessing the contract;

·  Contract/category management arrangements.

4.3.2. Closed Contracts

· State that the contract is closed for the term of the agreement.

4.3.3. Open Contracts

· State that the contract is open, and the frequency and process for refreshment.

After the business case is approved, general details of the SPC are to be advertised in the Advanced Tender Notice on the Tenders VIC website, and the Industry Capability Network (Victoria) Limited notified of the Victorian Government market opportunity.

5. Governance Arrangements
5.1.
 Role of Lead Entity 
The key responsibilities for the lead entity are as follows:

· Minister for Finance and the VGPB are responsible for formally approving the business case (including the scope of mandated entities) and the strategy for engaging the market.

· Accountable Officer for the lead entity is to take into account any comments by the Minister for Finance prior to approaching the market.

· Accountable Officer for the lead entity (or financial delegate) is responsible for approving the procurement process prior to the award of a contract or agreement to a tenderer(s).

· Accountable Officer for the lead entity is also to formally inform the Minister for Finance and VGPB of the outcome of the market engagement stage.

· Minister for the lead entity (or financial delegate) is responsible for authorising the contract on behalf of the government.

5.2. 
Role of DTF 

DTF will take responsibility for communicating the SPC policy by developing technical standards and strategic priorities, to foster the establishment of SPCs.

DTF will work collaboratively with other entities to identify and analyse aggregate spend and SPC opportunities.  This role is to foster cooperation within government, provide a better understanding of government’s business needs, and seek a whole-of-government alignment of specifications for goods and services delivery. 

5.3. 
Granting of Exemption for Mandated SPCs
5.3.1
 Exemption required at the Business Case Planning Phase

Where a SPC business case proposes to mandate an entity, the entity may apply for an exemption in the following circumstances:,

· It is able to obtain value for money from an alternative arrangement;

· A security risk will exist if the entity is a party to the proposed SPC.

The entity must prepare a business case in support of any alternative arrangement to the SPC proposed. 

The Minister for Finance is responsible for granting an exemption from the SPC, impose conditions or refuse the request.

5.3.2
 Exemption from an Established SPC
The SPC category/contract manager may grant an exemption from an established mandated SPC where the entity can demonstrate special circumstances have arisen in relation to sourcing from the SPC including:

· Where a supplier is no longer able to effectively service a regional area;

· Regional suppliers within regional Victoria can offer the same or better value for money.

Note: Regional offices are exempted from SPCs under the provisions of the Regional Sourcing Policy.
6. Contract and Category Management 
The lead entity responsible for managing an SPC must maintain effective contract and category management practices throughout the period of the contract.

A key consideration for contract and category management practices is exploring opportunities for continual year-on-year improvement in value for the life of the contract.

Lead entities for SPCs are to report to DTF on the impact of the contract on a quarterly basis during the contract period.  This report should include the benefits and any significant issues, and DTF will produce reports on all SPCs for distribution and discussion with relevant parties.

6.1
Rules of Use

The Rules of Use established for the SPC determine the procurement process to be undertaken when engaging a supplier from a SPC for a particular procurement need. The Rules of Use should be as simple and efficient as possible and the effort to engage a supplier should reflect the benefits identified in establishing the SPC.
Rules of Use for SPCs should at a minimum detail:

· who can access the SPC;

· contractor selection process (if not a sole supplier);

· engagement process;

· approval process after supplier selection;

· management/support obligations; and

· FAQs.

The Rules of Use for the contract supersede normal procurement processes including quotation and tender threshold requirements.  
6.2
Contract Variations

6.2.1 
SPC Head Agreements

6.2.1.1
Administrative Variations to the Head Agreement
Approval of administrative variations to the head agreement is the responsibility of the contract/category manager, or in accordance with procedures adopted by the Lead Entity at the time of approval of the SPC.
6.2.1.2 
Financial Variations to the Head Agreement
SPCs do not have fixed expenditure limits, but are an overall estimated contract sum based on estimates of potential usage.  Increases to the estimated expenditure for SPCs are therefore different to increases to a fixed amount documented in a contract for a ‘one-off supply’.  An adjustment to an estimate of cost does not constitute a financial variation or a breach (under the VGPB ‘Protocol for reporting Non-Compliance with VGPB Policies’).  

6.2.1.3 
Extensions of the Term to the Head Agreement

Extensions of a contract beyond the original term (including any options) require the approval of an updated business case by Accountable Officer of the lead agency.

6.2.2.
Purchase Order Contracts (i.e. purchase from a SPC) 

The Rules of Use are to detail the approval process for variations to a purchase order contract from a SPC.  There is no requirement to obtain further APU/VGPB approval, unless the entity has adopted internal procedures for further reporting/review. 
6.3
Options to extend a SPC

Before exercising an option to extend, contract/category managers are required to consult with stake holders at least six months before the expiry date to ascertain:

· level of satisfaction with the current arrangements;
· support for a renewal or extension; and
· transition requirements.
Where actual usage significantly exceeds the estimate expenditure, lead entities are required to assess whether options to extend the contract (when options apply), is in the best interest to the government.
7. Collecting Procurement Data 
Strategic Sourcing, DTF are responsible for monitoring the use of each SPC.

DTF will collaborate with entities to collect procurement data to facilitate decisions on priorities for potential new arrangements to apply across all or a cluster of entities.

8. Eligibility for Non-Government Bodies 
Subject to lead entity approval, eligible (tax exempt) non-government bodies associated with philanthropic or other public benefit activities may purchase from a SPC by committing to comply with the Rules of Use.

9. Contract Publishing Systems
Where relevant, the lead entities is responsible for updating the estimated spend of each SPC on the Contracts Publishing System on a bi-annual basis, with appropriate explanation on contract use.
Entities are required to report individual purchase order contracts over $100 000 on the Contract Publishing System.
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	OTHER REQUIREMENTS:
	


Training and Education

Where a entity is responsible for leading the development of a SPC the project manager must:

· have attended an appropriate procurement course; or 

· competency based (accredited) training or;

· have the skills and expertise to manage the establishment of the SPC.

The Accountable Officer is to ensure that the appropriate capability is aligned with the complexity of the SPC.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Good Practice Guide for the Development of a SPC Business Case

Victorian Government Purchasing Board Policy for Conduct of Commercial Engagements Policy

Strategic Sourcing Policy

Tender Processes and Tender Documents Policy

Open and Selective Tendering for Purchases in Excess of 150 000 Policy

Contract Management Guidelines
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	RELATED DTF TEMPLATES AND FORMS:
	


State Purchase Contract Business Case template

State Purchase Contract Exemption Request

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	


	Version Number
	8

	Release Date
	

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


SOLE ENTITY PURCHASE CONTRACTS POLICY 
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	CONTEXT:
	


Sole Entity Purchase Contracts are a procurement arrangement established when a sole entity has a specific requirement for frequently purchased goods and or services, and value for money can best be achieved through aggregating demand.

The planning approach to establishing a Sole Entity Purchase Contract is to include consideration of the potential impact of aggregation on the market place, particularly on small businesses, where a large aggregation is beyond the capacity of small business or long term contracts lock out emerging suppliers.
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	POLICY FRAMEWORK:
	


Sole Entity Purchase Contracts (formerly known as Departmental Standing Offer Agreements or DSOAs) are used to purchase frequently used goods and services, where State Purchase Contracts (SPC) do not exist.  Like SPCs, they do not have fixed expenditure limits, can involve arrangements with one or more suppliers, and usually require no obligation on the entity to purchase a particular quantity of the goods or services.
Sole Entity Purchase Contracts may be used by other entities subject to the approval of the lead department, and satisfying certain conditions as noted in the Key Requirements.

A comprehensive business case is a requirement for Sole Entity Purchase Contracts.
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	KEY REQUIREMENTS:


	


1. Sole Entity Purchase Contracts are Mandatory
Sole Entity Purchase Contracts are mandatory contracts for the entity that established the procurement arrangement.
2. Sole Entity Purchase Contract Category
A Sole Entity Purchase Contract  is categorised as follows:

· Established as a standing offer agreement(s) when an entity has a specific requirement for frequently used goods and or services.
· Mandatory for the entity that establishes the agreement.
· Other departments that elect and are approved to use the arrangement are mandated to source from the agreement for the period of the contract.
· Does not duplicate the scope of goods and services available under SPCs.

3. Contract Arrangements

Sole Entity Purchase Contracts involve a head agreement between the entity and supplier(s). The head agreement can cover such matters as the terms and conditions of contract, performance requirements as well as how the entity is to purchase under the head agreement using a standard purchase order or equivalent. 

Agreements  can be structured as follows:

· Sole or multiple suppliers (multiple suppliers constitute a panel arrangement);

· Open or closed panels (where open panels are able to accept new suppliers at set or other times during the contract period whereas closed panels are restricted to the suppliers engaged at the commencement of the contract);

· Brokerage services model; and

· Software Licence Enterprise Agreements (SLEAs) which are agreements to supply multiple software licences and associated services.
Panel arrangements can be “open” or “closed” and may vary in complexity and number.

3.1
Closed panels

Closed panels are typically established through a contestable process that results in a set number of panel members for a given period of time.  Closed panels may be appropriate when:

· fixed prices, fees or rates apply;

· there are specific requirements such as specialised skills and knowledge;

· regional or area based suppliers are needed to ensure responsiveness; and

· product differentiation exists in the marketplace.

3.2
Open panels

Open panels  are utilised to allow for the addition of new service providers through subsequent procurement or qualification processes.  The lead entity must document how potential ‘new’ suppliers are to be added to the panel contract and the circumstances and evaluation criteria for doing so. Open panels may be appropriate when:

· ·prices or rates are indicative and may change up or down; 

· ·there is diverse expertise or a large number of suppliers in the market place;

· ·the requirement is broad;

· the market is emerging or immature, and there is a likelihood of new entrants and changes over time;
· the contract term is particularly long;
· ·new products, providers and technologies are constantly emerging; and
· where there is a strong potential for the entity’s purchasing power to influence the market, which would be restricted if the panel was closed to new entrants.

3.3
Number of panel members

The number of panel members should be determined in a business case and finalised at the conclusion of the evaluation phase.
In determining the size of the panel, procurement officers should consider:

· ·the anticipated amount of work to be performed;
· the need to provide choice of providers for users;
· ·the type and breadth of work to be performed and whether individual panel members are able to fulfil all requirements;

· the cost to the panel members in relation to the estimated work obtained; and

· ·a number that would ensure a reasonable level of work for all panel members.
4. Aggregated Demand

A Sole Entity Purchase Contract  may be established where an entity has an opportunity for aggregating frequently used requirements.  However, the planning process should identify if other entities also share the same requirement, which may justify proceeding to a SPC (Refer to SPC policy).
The planning process should consider the advantages and disadvantages of aggregating demand.   For example, entity’s negotiation position with suppliers may be strengthened, but at the cost of reducing the number of suppliers and impacting small business opportunities.  Matters to consider include:

Advantages

· Better management of information

· Greater purchasing leverage

· Lower purchase prices

· Lower transaction costs

Disadvantages

· Need for skilled procurement and contract management staff

· Developing a situation where too few suppliers are operating where surviving suppliers can raise their prices above competitive levels.  This is more likely to have a negative impact on small firms.

· Large contracts may pose barriers to entry for small firms.

· Fewer and larger contracts may lock out suppliers that lose for a prolonged period of time.

5. Business Case Planning 

Robust business case planning must be undertaken for each proposed Sole Entity Purchase Contract.  A business case for a new arrangement is to address:

· project scope

· benefits and costs

· organisational resource and management requirements for the Sole Entity State Contract initiation

· stakeholder analysis

· demand analysis

· spend analysis

· market analysis

· sourcing options

· risk analysis

· optimal path to market and tender strategies

· contract/category management strategies

· reporting strategies
· resourcing and training

Prior to renewing a Sole Entity Purchase Contract, a high level review of the original business case should be undertaken to update the basis for re-establishment of the Sole Entity Purchase Contract.  The recommendation to renew the Sole Entity Purchase Contract is to be approved by the Accountable Officer for the lead entity.

6. Market Approach and Specific Items

RFTs include the following:


6.1. General

· State the proposed number of suppliers;

· Arrangements (if any) to allow for other entities access in the future;
· Proposed Rules of Use for accessing the contract;

·  Contract/category management arrangements.

6.2. Closed Contracts

· State that the contract is closed for the term of the agreement.

6.3. Open Contracts

· State that the contract is open, and the frequency and process for refreshment.

After the business case is approved, general details of the SEPC are to be advertised in the Advanced Tender Notice on the Tenders VIC website, and the Industry Capability Network (Victoria) Limited notified of the Victorian Government market opportunity.

7. Governance Arrangements

7.1. Roles for the Entity
The key responsibilities for this contract are as follows:

· The Accountable Officer (or financial delegate) for the entity is responsible for formally approving the business case.

· The Strategic Procurement Planning policy applies (where applicable) for the strategy for engaging the market.

· The Process Approval for the Procurement of Goods and Services policy applies (where applicable) for approval of the procurement process prior to the award of a contract or agreement to a tenderer(s).

· The Accountable Officer (or financial delegate) for the entity is responsible for authorising the contract.

· The Accountable Officer (or financial delegate) for the entity is responsible for overseeing the management of the contract or category management arrangements.

7.2. Granting of Exemption in Special Circumstances

The project/contract manger for the entity may grant an exemption from using a Sole Entity Purchase Contract where it can be clearly demonstrated that special circumstances have arisen in relation to a regional office or section within an entity using or obtaining the services offered under the Sole Entity Purchase Contract.  The exemption may be for the whole Sole Entity Purchase Contract or in part, for a fixed period or for the period of the contract if the conditions supporting the granting of the exemption are not expected to change.

8. Contract and Category Management

All agreements should explore opportunities for continual year-on-year improvement in value for the life of the contract as part of the contract/category management framework established for the contract.

8.1. Rules of Use

The Rules of Use established for the agreement determine the procurement process to be undertaken when engaging a supplier from a Sole Entity Purchase Contract for a particular procurement need. The Rules of Use should be as simple and efficient as possible and the effort to engage a supplier should reflect the benefits identified in establishing the agreement.
Rules of Use should at a minimum detail:

· Contractor selection process (if not a sole supplier)

· Engagement process

· Approval process after supplier selection

· Purchase Order contract process (eg purchase order details)

· Contract Management of the Purchase Order contract 

· Purchase Order administrative and financial contract variations procedures

· Reporting requirements

· Records management requirements

The Rules of Use for the contract supersede normal procurement processes including quotation and tender threshold requirements.  There is no requirement to conduct multiple quotes unless the Rules of Use require such action.

8.2. Contract Variations

8.2.1 Head Agreements

8.2.1.1 Administrative Variations

Approval of administrative variations to the head agreement is the responsibility of the contract/category manager.

8.2.1.2 Financial Variations

Sole Entity Purchase Contracts do not have fixed expenditure limits, but are an overall estimated contract sum based on estimates of potential usage.  Increases to the estimated expenditure for Sole Entity Purchase Contracts are therefore different to increases to a fixed amount documented in a contract for a ‘one-off supply’.  An adjustment to an estimate of cost does not constitute a financial variation or a breach (under the VGPB ‘Protocol for reporting Non-Compliance with VGPB Policies).

8.2.1.3 Extensions of the Term

Extensions of a contract beyond the original term (including any options) require the approval of an updated business case by the original approving party.
8.2.2. Purchase Order Contracts (i.e. purchase from a Sole Entity Purchase Contract) 

The Rules of Use are to detail the approval process for variations to a purchase order contract from a Sole Entity Purchase Contract therefore there is no requirement to obtain further APU/VGPB approval.
8.4 Access by Other Entities

The general principle is that Sole Entity Purchase Contracts should not be made available to other entities and that an aggregated demand across multiple entities and business case should be undertaken to ascertain the option for an SPC (refer SPC policy).  However, access can be provided given the following conditions:

· A business case does not justify establishing a SPC

· The access is limited to a small number of entities

· The amount of purchases from the agreement is not significant (less than 10% of the estimated value of the agreement).

8.5. Options to extend Sole Entity Purchase Contracts

Before exercising an option to extend, contract managers are required to consult with stake holders at least six months before the expiry date to ascertain:

· Level of satisfaction with the current arrangements
· Support for a renewal or extension
· Transition requirements
When actual usage exceeds the estimated expenditure by 20%, entities are required to consider whether options to extend the contract (when options apply), as opposed to re-evaluating the business case and re-tender, is in the best interest to the government.
9. Collecting Procurement Data

The contract/category managers for the agreement are responsible for monitoring and reporting on the use of each arrangement including:

· actual spend compared to the estimated spend to the Accountable Officer (or financial delegate);

· reasons for significant under or over spend compared to the original estimate; and 

· current and updated list of Sole Entity Purchase Contracts to the VGPB.
10. Eligibility for Non-Government Bodies

Subject to lead entity approval, eligible (tax exempt) non-government bodies associated with philanthropic or other public benefit activities may purchase from a Sole Entity Purchase Contract by committing to comply with the Rules of Use.

11. Contract Publishing Systems
Lead entities are responsible for updating the estimated spend of each Sole Entity Purchase Contract on the Contracts Publishing System with appropriate explanation on contract use.
Entities are required to report individual purchase order contracts over $100 000 on the Contract Publishing System.
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	OTHER REQUIREMENTS:
	


Training and Education

The lead entity responsible for leading the development of a Sole Entity Purchase Contract must ensure that the project manager:

· has attended an appropriate procurement course; or 

· competency based (accredited) training or;

· has the skills and expertise to manage the establishment of the Sole Entity Purchase Contract.

The Accountable Officer is to ensure that the appropriate capability is aligned with the complexity of the Sole Entity Purchase Contract .
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Good Practice Guide for the Development of a SPC Business Case

Victorian Government Purchasing Board Policy for Conduct of Commercial Engagements Policy

Strategic Sourcing Policy

Tender Processes and Tender Documents Policy

Open and Selective Tendering for Purchases in Excess of 150 000 Policy

Category Management Guidelines
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	RELATED DTF TEMPLATES AND FORMS:
	


Procurement Process Report – Tenders template

Procurement Process Report – Contract Variations Template

State Purchase Contract Business Case template

State Purchase Contract Exemption Request

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	


	Version Number
	1 

	Release Date
	

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


STRATEGIC SOURCING POLICY
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	CONTEXT:
	


The Victorian Government is committed to delivering value for money in public funds expenditure
. To this end, the Victorian Government and the Victorian Government Purchasing Board (VGPB) are introducing a more strategic, data driven and analytical planning approach where informed procurement decisions lead to better value-for-money outcomes.

Strategic sourcing is a well established and proven method for managing large-scale, medium to long term procurement activities. It has been adopted as standard practice by numerous public and private organisations in Australia and internationally. Strategic sourcing has already been successfully used in the establishment and management of Victorian State Purchase Contracts, and its wider implementation will promote procurement excellence in general within government.

Strategic sourcing consists of two key capabilities - strategic contracting and category management. In strategic contracting, the emphasis is on developing a detailed knowledge base of the market and the category being sourced, and using this knowledge to develop optimal sourcing solutions. Category management focuses on managing contracts to ensure that the negotiated contract benefits are realised, and driving continuous improvement in contract benefits year on year.

Supporting the implementation of the policy are other existing policies, extensive good practice guidelines and comprehensive tools and templates, including standard contracts and tender documentation. 
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	POLICY FRAMEWORK:
	


This Strategic Sourcing Policy sets out the broad requirements for departments and agencies in implementing strategic sourcing. It applies to all public service bodies bound by VGPB procurement policies and the Financial Management Act 1994. It needs to be read in connection with other relevant government and VGPB policies and procedures such as the Victorian Industry Participation Policy and the Ethical Procurement Policy. 
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	KEY REQUIREMENTS:
	


Strategic sourcing is to be applied in developing, establishing and managing all SPCs, and other significant departmental sourcing projects that a department’s accountable officer considers would benefit from a strategic sourcing approach. Departments are encouraged to identify procurement projects (typically high complexity, high risk purchases over $10 million) for which strategic sourcing would be more beneficial than alternative planning and purchasing methodology. It is expected that, over time, relevant strategic sourcing principles will flow through into general departmental and agency procurement practices.

In line with best practice, strategic sourcing is to be implemented as two integral but distinct capabilities - strategic contracting and category management - and is to address the strategic contracting and category management principles and techniques outlined in this policy. Strategic contracting and, in medium to long term contracts, category management, are equally important in achieving sustainable value-for-money objectives.

1
Strategic contracting

Strategic contracting is a data-driven, analysis-rich methodology for developing sourcing solutions and managing the market engagement, negotiation and contracting stages of the sourcing process. 

Strategic contracting is based on the premise that optimal value for money can be best achieved by developing a detailed knowledge of consumption behaviour, the category being sourced and the supply base, before conducting tendering processes. This knowledge can then be applied to develop targeted sourcing solutions and market engagement strategies that are harmonised with the value drivers of both buyers and suppliers.

The broad principles and techniques of strategic contracting are outlined in the following figure, with a brief discussion of the general thinking and analysis required under a strategic contracting approach.
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2
Opportunity analysis

The nature, scale and complexity of the category is analysed to determine if a strategic sourcing approach can deliver additional value over alternative approaches (e.g. more simple transactional purchasing arrangements). The deliverable of this phase should be an opportunity analysis with a preliminary estimate and documentation of the expected contract benefits.

3
Consumption analysis

Spend information is further collected and analysed to develop a complete and detailed understanding of the organisation’s purchasing behaviour and requirements. This process assists in identifying inefficiencies and unnecessary complexities in purchasing behaviour and specifications. It also clarifies organisational expectations and requirements. 

4
Market analysis

Market analysis involves developing an in-depth knowledge of the category’s supply market, supply chain structure and economics. An understanding of the supply market’s value drivers is required to inform decisions on how best to approach the market, and how to access value-for-money opportunities to reduce supply costs without eroding reasonable and sustainable supplier margins.

5
Sourcing strategy selection

The selection of a sourcing strategy involves developing informed and targeted sourcing solutions which incorporate, and capitalise on, the knowledge and insights gained through consumption and market analysis. Value for money of potential sourcing solutions is considered in terms of ‘total cost of ownership’. Total cost of ownership is the net cost of ownership of goods or services, including actual purchase price, as well as procurement, training, holding, operating, maintenance, disposal and administration costs. The total cost of ownership also considers the net environmental and economic costs incurred throughout production, ownership, use and disposal of the good or service.

6
Market engagement strategy

A market engagement strategy is identified that is harmonised with the market’s value drivers and optimises the opportunity for competitive pricing. Structured, fact-based and incisive tender documentation and evaluation methods that support the required outcomes form part of the market engagement strategy.

7
Tendering

The tendering stage includes releasing tender documentation (tender evaluation criteria, draft contracts etc.) that addresses and supports the selected sourcing strategy and the category management phase of the procurement. Multiple-round, structured commercial negotiations can be undertaken to drive value-for-money outcomes.  

8
Contract signature and commencement

Negotiation on the contract and signing of the final contracts is a critical phase that needs to be carefully and astutely managed. The completion of this phase marks the beginning of a transition phase, which can be an intensive activity. It signals the proactive management of the category.

Good Practice Guidelines for Developing a State Purchase Contract Business Case have been developed to assist in implementing these strategic contracting requirements. While the guidelines were developed to assist in implementing State Purchase Contracts, they also support the implementation of strategic contracting for significant departmental sourcing projects. The Department of Treasury and Finance will also make tools and templates available to assist in the implementation of strategic contracting.

9
Category management

Category management expands on traditional contract management to encompass continuous year-on-year improvement in the benefits of the contract, as well as ensuring that those contracted benefits are realised.

The broad principles and techniques required as part of a category management approach are outlined and described below.
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10
Transition In and Out

The Transition In phase involves introducing suppliers and buyers to each other and implementing a transition action plan for an efficient and effective transition into the new contract and out of any existing contract. It is also important to undertake pre-planning for the Transition Out phase of a contract to minimise future disruptions to business activities and unexpected costs.

11
Continuous improvement

Continuous improvement is a key aspect of category management and involves establishing effective continuous improvement practices for identifying and implementing initiatives to reduce cost and complexity and improve productivity and buyer amenity.

12
Benefits tracking

Benefits tracking is undertaken to monitor and ensure that contracted outcomes are being achieved, and that additional benefits are secured through continuous improvement.

13
Performance and compliance monitoring 

This entails monitoring and ensuring buyer and supplier compliance with the performance requirements of the contract, and monitoring organisational expenditure compliance against the contract mandate.

14
Data collection, category research and analysis

Category management requires a systematic approach to collecting, collating and analysing supplier and buyer reporting data, as well as undertaking external research and gathering category intelligence (e.g. national and international category trends). It requires an accurate and robust data and knowledge base to be developed to support and inform other category management activities and future tenders.

15
Communications and relationship management

Structured and open lines of communication and reporting, with a focus on developing supportive and collaborative relationships with the main parties associated with the contract, are essential to enabling category management to be effectively performed.

16
Collaborative relationships with suppliers and buyers

The potential benefits of a category management approach can only be achieved with the cooperation and support of suppliers and contract users. All suppliers and contract users (or departmental contract managers) are to:

· undertake all transactions under the contract according to the business rules specified for the contract;

· support, cooperate with and contribute to processes to identify and implement continuous improvement initiatives;

· provide data and feedback when required by the category manager, in the required format; and

· participate in forums and workshops to review contract performance and continuous improvement initiatives.

To assist in implementing these category management requirements, DTF has developed the Good Practice Guidelines for Category Management.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Victorian Government Policy for State Purchase Contracts

Procurement and Local Industry Participation Policy – Victorian Industry Participation Policy (VIPP)
Good Practice Guidelines for Strategic Procurement - General

Good Practice Guidelines for Developing a State Purchase Contract Business Case

Good Practice Guidelines for Category Management
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	1

	Release Date
	June 2006

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


STRATEGIC PROCUREMENT PLANNING POLICY
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	CONTEXT:
	


A Strategic Procurement Plan (SPP) is a project management strategy that provides a framework for major procurement.  

An SPP identifies procurement opportunities, options for achieving outcomes, potential partnerships and alliances, market capability, performance measures, stakeholders, internal organisational requirements, preliminary costs, risk management issues and must also include a business case.  

SPPs are prepared prior to commencing any procurement action in relation to the processes noted below and may involve one or a number of associated contracts.  

	

	KEY REQUIREMENT: 
	


1
Procurement Processes Warranting the preparation of an SPP

An SPP must be prepared for:

· acquisitions of goods and services over $10 million; and/or

· high risk or complex acquisitions regardless of value.

Note: SPPs under this policy do not replace strategic plans that may be prepared for Capital Investments or Partnerships Victoria projects. 

2
Approval of SPP Proposal 

The APU can approve an SPP within the department’s accreditation limit.  An SPP in excess of a department’s accreditation limit must be endorsed by the APU prior to seeking VGPB approval.  An SPP must be approved before commencing any approach to the market.

3
Approval of SPP Implementation

The procurement manager must submit a Procurement Process Report to the APU detailing the outcome of the SPP.  The APU may approve the Purchase Recommendation Report if it is satisfied that the process conforms with the approved SPP.
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	OTHER REQUIREMENT:
	


Management Structure for Effective Procurement Planning
· Consideration must be given to appointing a person with responsibility for overseeing the procurement planning phase.

· Consideration should also be given to establishing a procurement planning support group with a skill mix relevant to the requirements of the project.  

· The role of the procurement planning manager and the procurement support group could be continued through the evaluation and selection phase and even into the contract management stage.  

· The composition of the support group can change to reflect the knowledge requirements of the particular procurement phase.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Approval Process for Goods and Services over $100 000 Policy
Contract Management Policy

Procurement and Local Industry Participation Policy – Victorian Industry Participation Policy (VIPP)
Planning for Contract Transition Policy

Risk Management Policy

Strategic Sourcing Policy

State Purchase Contracts Policy

Good Practice Guideline Strategic Procurement Planning
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	RELATED DTF TEMPLATES AND FORMS:
	


Strategic Procurement Plan template 

Business Case template

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Industry Policy
	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


PLANNING FOR CONTRACT TRANSITION POLICY
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	CONTEXT:
	


The purpose of transition planning is to ensure a seamless and continuous service when changing from one contract to another.  

The transition stage of a contract can involve matters of intellectual property hand-over, data and asset transfer, and maintenance of service commitments by the outgoing contractor while introducing a new contractor.  All these matters need to be carefully managed and implemented often over a short time period.

Transition planning should be a consideration in all Strategic Procurement Plans (SPP) and all tenders where it is anticipated that the service requirement is to extend beyond the contract period.

This policy applies to new contracts and should be considered for relevant existing contracts.  The incorporation of transition procedures into existing contracts will require negotiation with and the agreement of the current contractor and may necessitate a contract variation.

	

	KEY REQUIREMENT: 
	


Transition Planning Procedures

Transition Planning procedures must be developed and incorporated into contracts where:

· the contract will develop assets or intellectual property that is to be handed over to the contracting authority either during or at the conclusion of the contract; and

· the function or activity is to continue past the term of the contract.
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	OTHER REQUIREMENT:
	


Transition Planning and Current Contracts

· Negotiations with suppliers over the transfer of intellectual property or other issues must not be linked with consideration of their tender submission in continuing with this service or any other service. 
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Strategic Procurement Planning Policy

Contract Management Policy

State Purchase Contracts Policy
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


RISK MANAGEMENT POLICY
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	CONTEXT:
	


All projects embody a degree of risk that can never be completely eliminated.  However, risks can be identified and controlled.  The management of risks requires containment strategies to mitigate risk and contingency planning to respond to risks that may emerge.

Risk management in procurement should be part of an overall procurement management philosophy.

	

	KEY REQUIREMENT: 
	


Preparation of a Risk Management Plan for Major Purchases

High value purchases and projects of lesser value but of a complex nature require the preparation of a project risk management plan.  The risk management plan must consider risks at all stages of the procurement cycle.

The risk management plan is to address the following factors:

· Risk Identification: identifying risks associated with the project.

· (What incident could occur and what or why the incident could occur).

· Risk Assessment: the likelihood and magnitude of the risks.

· (Develop a likelihood and consequence matrix).

· Risk Mitigation: strategies for pre-empting and treating the occurrence of a risk.

· (Identify options for reducing the likelihood of the risk occurring and treatment strategies if a risk eventuates).

· Risk Allocation: detailing responsibility for managing a risk.

· (Specifying the degree of responsibility for avoiding the occurrence of the risk and the treatment of the risk should the risk eventuate).

· Monitoring and Control: identifying new risks as they emerge.

The above considerations are to be included in the Strategic Procurement Plan (SPP) associated with projects estimated in excess of $10 million.
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	OTHER REQUIREMENT:
	


Detailing Contractual Provisions for Risk Mitigation, Defaults and Remedies

· Insurance provisions (professional indemnity, third party legal liability, all risks and public and product liability insurance) are to reflect the assessment of risk arising from the management plan.  

· Contracts should clearly define what constitutes a default and detail those processes for managing a breach of contract.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Strategic Procurement Planning Policy

Contract Management Policy
Insurance Provisions and Liability Capping for the Purchase of Goods and Services Good Practice Guideline
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	RELATED DTF TEMPLATES AND FORMS:
	


Estimating Maximum Loss for Product Liability template

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


REGIONAL SOURCING POLICY
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	CONTEXT:
	


Government purchasing can have a positive impact on local communities, encouraging regional and local firms to grow and innovate, and to generate employment opportunities.  

The Victorian Government seeks to maximise opportunities for local suppliers to sell to government and departments should give consideration to regional sourcing in the procurement planning stages.

	

	KEY REQUIREMENT: 
	


1
Maintaining Core Procurement Principles for all Procurement Activities

· Value for money determined on a whole of procurement life cycle basis remains the primary criterion in the selection of suppliers.  

· Departments must give consideration to regional suppliers outside of the metropolitan area where they can offer the same or better value for money.  

· Normal procurement planning, tendering and contract management apply.

2
Regional Sourcing and Whole of Government Contracts

Departments are not bound to source requirements under $25 000 from a WofG Contract where services are delivered outside of the metropolitan area.  However the WofG Contract must be used where it specifically caters for regional supply i.e. the contract provides a supplier or outlet in the regional area or the contract conditions note a regional supply obligation.

	[image: image40.png]




	OTHER REQUIREMENT:
	


Maximising Local Supplier Participation 

Departments are to promote opportunities for regional suppliers in government procurement by:

· providing sufficient notice of government opportunities for regional suppliers;

· examining opportunities for regional suppliers to join in supply chain relationships;

· using existing organisations such as the Industrial Capability Network (ICN) and electronic catalogues to identify local industry suppliers;

· encouraging regional suppliers to participate in electronic commerce initiatives;

· examining opportunities for regional suppliers when specifying requirements; and

· specifying evaluation criteria for regional purchasing requirements, considering criteria that accurately reflect relevant considerations such as transportation, commissioning and support costs.

	[image: image41.png]




	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Open and Selective Tendering for Purchases in excess of $150 000 Policy

Obtaining Quotes for Purchases up to $150 000 Policy

Good Practice Guideline Small to Medium Enterprise and Regional Purchasing

	[image: image42.png]




	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


PROCUREMENT AND LOCAL INDUSTRY PARTICIPATION POLICY
(VICTORIAN INDUSTRY PARTICIPATION POLICY - VIPP) 
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	CONTEXT:
	






Government expenditure is a significant contributor to economic activity which has flow on benefits from the level of involvement by local suppliers.

The involvement of local suppliers in winning government business may not only provide a platform to support local employment but can also support innovation in the form of skills formation and development and the introduction of new technologies.  This in turn can lead to local suppliers gaining a competitive edge in local and international markets.

The Victorian Industry Participation Policy (VIPP) has been an integral part of Victorian Government procurement since its inception in 2001.  The VIPP was introduced to ensure that public sector agencies and tenderers systematically consider local supply and employment opportunities in major public sector procurement and projects.

AMENDMENTS TO VIPP 

Following a review of the Policy in 2008, changes to the VIPP were announced by the Government and have effect from 1 July 2009. 

Under the amended VIPP, the scope of application and key criteria remain unchanged in that the VIPP applies to procurement where government funding exceeds $3 million in metropolitan areas and $1 million in regional areas.  The criteria to be applied in assessing  VIPP commitments by shortlisted bidders retains all the existing factors:

	VIPP Criteria
	

	Local Value – added Activity
	The level of Victorian, Australian and New Zealand value added activity.

	Employment created or retained 
	The extent of employment opportunities that will be created or retained in Victoria, Australia and New Zealand as a result of the contract.

	Training, Skills development and technology Transfer
	The opportunities for increasing training and skills development of Victorians, Australians and New Zealanders and any technology transfer that will result from innovation, research and development of technology from the contract.

	Apprentices/trainees created and existing positions to be utilised on the contract
	The number of apprentice/trainee positions that will be created in Australia and New Zealand and existing apprentices/trainees utilised as a result of the contract.


From 1 July 2009, the application of VIPP in procurement processes is as follows:

· The VIPP commitments by shortlisted tenderers will be a primary selection criterion as part of tender selection.

· The VIPP commitments by tenderers will be contained in a single document – the VIPP Plan – which incorporates the commitments related to the above VIPP criteria and an implementation plan for delivery on these commitments 

· Plans prepared by shortlisted tenderers will be subject to certification by the Industry Capability Network Victoria (ICN Vic.) 

· ICN Vic. certification will be required for any reduction to VIPP commitments that may occur as a result of post tender negotiations.

The VIPP introduces additional requirements for major projects assessed by DIIRD and ICN Vic. to be declared of strategic significance to the Victorian economy.  Assessment of these projects will only occur where the estimated project capital cost exceeds $100 million or whole of life costs exceed $250 million.

This VGPB policy is hyperlinked to the VIPP policy and associated templates and tools developed by DIIRD and ICN Vic. 
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	KEY REQUIREMENTS:
	






1. Value for money and the consideration of VIPP 

Value for money will remain the primary consideration in government procurement decisions which should include consideration of VIPP commitments where relevant.  The achievement of a value for money outcome demonstrates a procurement that is fit for purpose and considered whole of life costs.

2. Application of the VIPP policy

The VIPP policy applies to procurement where government funding exceeds $3 million in metropolitan areas and $1 million in regional areas.  Tender documents are to note that a VIPP Plan is to be prepared by shortlisted tenderers when requested and where the estimated project value exceeds the thresholds noted.  Failure to submit a VIPP plan will result in the disqualification of the tenderer from the tender process.

3. VIPP as a consideration in the tender evaluation process

The consideration of VIPP commitments is to be a primary (unweighted) selection criterion in the evaluation of shortlisted tenderers.  ICN Vic. will prepare a comparative assessment of tenderers’ VIPP Plans to assist evaluation panel members in the selection of a preferred tenderer(s).

If, after evaluation of all criteria, including the VIPP commitments, two or more tenderers are rated equally by the evaluation panel, VIPP shall be used as a tiebreaker with the preferred tenderer being the one demonstrating superior VIPP commitments.

4. Post tender negotiations and amended VIPP commitments

Any reduction of a preferred tenderer’s VIPP commitments as a result of post tender negotiations or during the term of the contract are subject to further ICN Vic. assessment and certification.  A change in the external operating environment prior to or during the contract period could be grounds to take into account in the reassessment of a tenderers’ genuine commitment to comply with the VIPP requirement.  A decision on the merits of the tenderer’s case for a review should reflect the outcome of a consultative process between the tendering party and the ICN Vic.

5.  VIPP as a condition of contract

The VIPP commitments of the preferred tenderer must be incorporated into the contract as a reportable performance requirement.  A failure to adhere to the contract VIPP performance requirement will lead to a breach of contract unless corrective action is taken.  Any evidence of non-compliance with the VIPP performance requirement should be brought to the attention of the ICN as soon as possible to assist in the implementation of action to address the issue.

6.  VIPP post contract certification

Contractors subject to the application of the VIPP policy are required to submit a post contract report on the achievement of their VIPP commitments.  This report must be certified by ICN Vic.
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	OTHER REQUREMENTS
	






7. Application of standard templates and tools 

Entities are to apply and use the VIPP related template and tools available from the DIIRD or ICN websites:


www.diird.vic.gov.au

8. Notification of potential projects of strategic significance

Entities are to inform DIIRD of any upcoming projects estimated to cost more than $100 million based on capital costs or $250 million based on whole of life costs.  DIIRD and the ICN will conduct a Strategic Project Evaluation and identify additional project requirements.  This assessment process must be conducted prior to any RFT being issued.

9. Additional VIPP requirements for projects of strategic significance

A declared strategic project will be subject to additional local content requirements to help drive additional economic activity and jobs. In particular, projects of strategic significance will be subject to a requirement that a minimum percentage of the procurement value (on a whole-of-life basis) is comprised of local content.

Projects of strategic significance will be subject to the normal provisions of VIPP in tender evaluation and contract negotiation and reporting.  However, having regard for the scale and complexity of such projects, it is expected that the VIPP Plans prepared by tenderers for projects of State significance will take the form of detailed Local Industry Development Plans.
These additional VIPP requirements must be notified in all relevant tender documentation.

Note: 

The attached flow charts indicate the sequence of DIIRD and ICN involvement in the tender process.

Attachment A: Application of VIPP in standard procurement activities

Attachment B: Application of VIPP in strategic projects
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


DIIRD guidelines for buyers and suppliers are available from www.diird.vic.gov.au
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil
	

	LINKS TO RELEVANT POLICY WEBSITES:
	


http://www.diird.vic.gov.au/VIPP
Incorporating:

· New VIPP Guidelines for Bidders (2007-2008)

· New VIPP Guidelines for Government Agencies (2007-2008)

· VIPP Reporting Templates

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	3.5

	Release Date
	September 2010

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 
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	ATTACHMENT A:
	





Application of VIPP in standard procurement activities
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	ATTACHMENT B:
	


Application of VIPP in Strategic Project



PROCUREMENT AND ETHICAL EMPLOYMENT (Standard) POLICY
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	CONTEXT:
	


The intent of the Ethical Purchasing Policy requires a business to meet its obligations to its employees under applicable industrial instruments and legislation.

This Policy introduces checks on businesses prior to awarding a contract and during the life of a contract.  The checks will assess whether a business satisfies the Government’s ethical employment standard.  

A business may be disqualified from a tender process or may have its contract terminated if it fails to satisfy the ethical employment standard and will have its name placed on the Ethical Employment Reference Register.

A business listed on the Register is not prevented from receiving government work and may still tender for and be awarded government contracts.  An assessment of whether a business satisfies the requirements of the ethical employment standard is to be conducted afresh with each new tender process.

The Ethical Purchasing Policy is based on the following principles:

	Openness and transparency
	The process for awarding government contracts should be open, clear and defensible

	Fairness
	Businesses tendering for government contracts should be treated fairly

	Simplicity
	The implementation process should be as simple as possible to minimise tendering and contracting costs for businesses and government

	Opportunity
	The process should not discourage SMEs and businesses in regional areas from tendering for government contracts

	Rule of law
	The basis of the Government’s ethical employment standard is compliance with applicable industrial instruments and legislation

	Current factual information
	The assessment of whether a business satisfies the ethical employment standard should be based on the most up-to-date information available


The VGPB Procurement and Ethical Employment Policy gives effect to the Government’s Ethical Purchasing Policy.

	

	KEY REQUIREMENT: 
	


1
Applying the Ethical Purchasing Policy 

The Ethical Purchasing Policy applies to the purchase of goods and services valued in excess of $100 000.  The Policy is also to apply to the purchases of goods and services valued at less than $100 000 from high-risk industries such as textiles, clothing and footwear, cleaning and security services.
2
Applying Standard Tender and Contract Terms 

Standard ethical purchasing clauses developed by the Department of Treasury and Finance are to be incorporated into all Request for Tender documents and referred to in obtaining a quote for values less than $150 000 from a high-risk industry.

3
Record of Disqualified Tenderer or Terminated Contractor

The tender or contract manager is to immediately notify the Department of Treasury and Finance (in the form prescribed) of any business which has been disqualified from the tender process, or which has had its contract terminated, because it does not satisfy the ethical employment standard.  

	
	

	[image: image55.png]




	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Obtaining Quotes for Purchases up to $150 000 Policy

Open and Selective Tendering for purchases in excess of $150000 Policy
Terms and Conditions of Contract Policy

Tender Processes and Tender Documents Policy
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	RELATED DTF TEMPLATES AND FORMS:
	


Request for Tender (Parts A-E)  template
	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Occupation Health and Safety advice:

Victorian Workcover Authority (Worksafe)

www.worksafe.vic.gov.au

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


PROCUREMENT AND ETHICAL EMPLOYMENT (MANDATORY SAFETY NET FOR NOMINATED SECTORS) POLICY
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	CONTEXT:
	


The Victorian Government considers that the Federal Government’s Work Choices legislation, introduced on 27 March 2006, will impact adversely on the working conditions of employees in Victoria. 

In response, the Victorian Government is seeking to establish a safety net of fair minimum employment standards to protect workers in nominated vulnerable sectors. 

The Ethical Purchasing Policy – Mandatory Safety Net for Nominated Sectors has been developed to assist in achieving this objective, and provides a mandatory safety net of fair employment standards for employees in nominated vulnerable sectors who are engaged in the provision of goods or services to Victorian Government public sector entities, including general government (budget and non-budget sector), public financial corporations and public non-financial corporations (Victorian Government Entities).

	

	KEY REQUIREMENT: 
	


The Policy requires that suppliers of goods or services to Victorian Government Entities in nominated vulnerable sectors provide their on-shore employees with terms and conditions of employment which are no less favourable than those provided prior to the introduction of Work Choices.

To this end, all suppliers and sub-contractors from nominated vulnerable sectors involved in the provision of goods or services to Victorian Government Entities must (where the value of the goods or services to be provided exceed specified thresholds):

provide terms and conditions of engagement that are not, on balance, less favourable than those provided by the relevant federal award(s) as at 26 March 2006 and no less favourable than those provided by the Long Service Leave Act 1992 (Vic), the Outworkers (Improved Protection) Act 2003 (Vic) and other nominated legislation; and 

incorporate any increases or improvements from determinations of the Australian Fair Pay Commission into the terms and conditions of engagement

for all on-shore employees engaged in the provision of the goods or services.

1
Nominated Vulnerable Sectors:

The nominated vulnerable sectors to which this Policy currently applies are security services, catering, cleaning services and the textiles, clothing and footwear industries. Additional sectors where employment standards are considered to be vulnerable to erosion may be nominated for inclusion over time.

2
Where the policy will apply:

The Policy applies to the purchase of goods or services by Victorian Government Entities in the nominated vulnerable sectors valued in excess of the public tender threshold (currently $150 000 inclusive of GST), with the exception being the textiles, clothing and footwear industries where the Policy will apply irrespective of value.

In each case where the Policy applies, it will also extend to all sub-contractors and their on-shore employees (being any employees performing work in Australia) engaged in the provision of the relevant goods or services to Victorian Government Entities (irrespective of the value of the sub-contracting arrangement and whether it exists directly with the supplier).

3
How the policy will be applied:

All short listed tenderers will be required to submit a Mandatory Safety Net Statement confirming their (and all sub-contractors’) compliance with this Policy. The successful tenderer(s) will be required to maintain compliance with the Policy for the duration of the contract. 

Standard provisions regarding the application of the Policy are to be incorporated into Request for Tender, or equivalent tender documentation relating to the provision of goods or services in the nominated vulnerable sectors. Standard contractual terms approved by the Department of Treasury and Finance (DTF) are to be incorporated into all contracts entered into with a successful tenderer for the provision of goods or services where the Policy applies. See DTF approved standard provisions (Word - 100KB) for inclusion in tender documentation and contractual terms. 

Contractual terms are to permit the termination of the contract if a supplier does not satisfy the obligations under the Policy during the period of the contract.

4
Exceptional Circumstances:

A departure from compliance with this Policy can only be considered in exceptional circumstances.

Requests for departures from the Policy will be, in the first instance, directed to the Victorian Government Procurement Group of DTF, and Industrial Relations Victoria (IRV).
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	OTHER REQUIREMENT:
	


Nil
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Obtaining Quotes for Purchases up to $150 000 Policy

Open and Selective Tendering for purchases in excess of $150000* Policy 
Terms and Conditions of Contract Policy

Tender Process and Tender Documents Policy

Procurement and Ethical Employment (Standard) Policy
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	RELATED DTF TEMPLATES AND FORMS:
	


Request for Tender Template

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


IRV, in consultation with DTF, is preparing EPP (Mandatory Safety Net for Nominated Sectors) Guidelines to assist both Victorian Government Entities and suppliers in implementing the requirements of this Policy. 

· Industrial relations advice regarding nominated vulnerable sectors

Industrial Relations Victoria

Department of Innovation Industry & Regional Development

http://www.irv.vic.gov.au

· Information on applicable federal awards

Job Watch – Employment Rights Legal Centre

http://www.job-watch.org.au/

jobwatch@job-watch.org.au

· Occupation Health and Safety advice

Victorian Workcover Authority (Worksafe)

http://www.worksafe.vic.gov.au

· Workplace Rights Advocate

http://www.workplacerights.vic.gov.au

Mandatory Safety Net for Nominated Sectors (EPP-MSN) Guidelines for Victorian Government Entities
	

	VERSION CONTROL INFORMATION:
	

	Version Number
	1

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


ENVIRONMENTAL PROCUREMENT POLICY
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	CONTEXT:
	

	

	INTRODUCTION:


	


The policy provides guidance for Victorian government departments on how to embed environmental considerations into procurement decisions for goods and services consistent with the purchasing principles outlined in the Victorian Government Purchasing Board Procurement Policies, namely value for money, open and fair competition, accountability, risk management, probity and transparency.

Other government agencies are encouraged to incorporate environmental sustainability into their procurement processes for goods and services in line with the Framework.  

The development of the Environmental Procurement Framework will comprise the following components:

Procurement Policy and Principles – the policy statement provides overarching direction to the framework and includes principles that provide high level direction for implementing policy. 

Procurement Guidelines – the guidelines provide detail to assist in the implementation of the principles.

Tools – a series of tools and reference materials to be developed that support the guidelines.






Policy Statement

The Victorian Government seeks to purchase goods and services that are aligned with the objectives of environmental sustainability.
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	POLICY PRINCIPLES:
	


1
Environmental Procurement is a Consideration

Principle 1: Departments are to purchase goods and services that have reduced impacts on the environment compared with competing products and services that achieve the same function and value for money outcomes.

Departments are required to consider environmental impacts and opportunities during the procurement process with attention given to the early stages of the procurement process when defining business needs, market analysis, tender and quotation strategy, leading to market engagement.

Related Links: 

· Environmental Purchasing Guideline - Environmental Purchasing is a Consideration

· Strategic Sourcing Policy

· Strategic Procurement Planning

2
Department Responsibilities

Principle 2: Departments are responsible for addressing environmental procurement considerations and reporting on implementation.

Departments are responsible for developing their approach to environmental procurement.  Departments may be required to report on their environmental related actions through reporting systems established by Government resulting from the implementation of Victoria's Environmental Sustainability Framework.  

Related Links:

· Environmental Purchasing Guideline - Department Responsibilities

3
Assessing Risk and Influence in Defining Environmental Procurement Priorities

Principle 3: Departments should define their environmental procurement priorities based on an assessment of environmental risk and their ability to influence environmental outcomes.

Different goods and services have different environmental impacts and opportunities associated with them. The approach to environmental procurement should be scaled based on an assessment of the level of adverse environmental impact (risk) and an assessment of the department’s ability to effect environmental outcomes (influence), including the capacity of suppliers to respond to the department’s functional requirements on a value for money basis.  Where the market is limited in its environmental capacity, where appropriate, departments may wish to cooperate with businesses to develop the market. 

Related Links:

· Environmental Purchasing Guideline - Assessing Risk and Influence in Defining Environmental Procurement Priorities

4
Value for Money

Principle 4: Departments are to purchase based on the principle of Value for Money and should therefore consider the total cost of ownership in meeting the department’s business needs and procurement budgets.
Value for money is a foundation principle that underpins Victorian Government procurement.  Value for money is the optimum combination of quality, quantity, risk, timeliness and cost for government on a whole-of-life basis.  

A procurement specification and the evaluation of tenders or quotations is to proceed on a total cost of ownership basis where the environmental values are considered alongside other matters related to acquisition, operation, maintenance, disposal and retirement.    

Related Links:

· Environmental Purchasing Guideline - Value for Money

5
Environmental Specifications

Principle 5: Departments should consider where appropriate the inclusion of minimum environmental requirements in specifications.  

The outcome of the value for money consideration may support the inclusion of environmental requirements in the request for tender or quotation.  These can be presented as mandatory criteria only if the department is confident that the market is able to meet the requirements in line with the department’s value for money analysis. 

Alternatively, the environmental requirements can be noted as desirable criteria or suppliers can be required to provide information about their current environmental management practices.  

Mandatory criteria must be based on identifiable technical standards or quantifiable data.  Alternatively minimum environmental requirements can be defined in relation to the impact of the good or service on the environment.  

Government can mandate minimum environmental requirements to be included in procurement of specific goods or services.

Related Links:

· Environmental Purchasing Guideline - Developing Environmental Specifications

6
Environmental Evaluation Criteria

Principle 6: Departments should consider the inclusion of environmental criteria in the selection of suppliers where appropriate. 

Where a department considers it appropriate to include environmental evaluation criteria in the selection process this needs to be published as part of the quotation or tender process.

Environmental requirements can be defined in relation to performance standards, the impact of the good or service on the environment and/or in relation to supplier’s environmental management practices.  In setting evaluation criteria, consideration is to be given to alignment with the procurement specifications, VGPB policies and the market’s capacity to respond.

As the environmental procurement framework develops, more standardised evaluation criteria may be developed for specific products and services.

Related Links:

· Environmental Purchasing Guideline - Environmental Evaluation Criteria

7
Continuous Improvement

Principle 7: Department relationships with suppliers should include the principle of continuous environmental improvement.

Improvements in environmental impact of products or services can be achieved over time as a result of improved mutual understanding of desired outcomes and opportunities between departments and suppliers.  Contracts for the purchase of products and services over a multi-year period should include the principle of continuous environmental improvement.

Related Links:

· Environmental Purchasing Guideline - Continuous Improvement
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	OTHER REQUIREMENT:
	


Nil
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Environmental Procurement Guidelines
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	RELATED DTF TEMPLATES AND FORMS:
	


Environmental - Gap (Continuous Improvement) Template


Environmental - Gap (Value for Money) Template

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


ICT PROCUREMENT POLICY AND STANDARDS
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	CONTEXT:
	


ICT Procurement policy and standards are the responsibility of the Director Technology, Government Services Division, Department of Treasury and Finance.

They are not VGPB policies.

	

	KEY REQUIREMENT: 
	


The ICT Procurement Policy and standards came into effect on 3 July 2006. The Policy and Standards apply to contracts and tenders involving the procurement of ICT goods and/or services.

Details of these requirements are available from:

http://www.dtf.vic.gov.au/CA25713E0002EF43/pages/ict-policies,-standards-and-guidelines-for-victorian-government under ICT Procurement.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


ICT Procurement Guideline – Liability
ICT Procurement Guideline – Software IP

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


http://www.dtf.vic.gov.au/CA25713E0002EF43/pages/ict-policies,-standards-and-guidelines-for-victorian-government
	

	VERSION CONTROL INFORMATION:
	

	Version Number
	1

	Release Date
	July 2006

	Further Information
	ICT, Government Services Division, Department of Treasury and Finance

	Phone
	Unknown

	Email
	Unknown 


VICTORIAN GOVERNMENT PURCHASING BOARD POLICY FOR CONDUCT OF COMMERCIAL ENGAGEMENTS POLICY
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	CONTEXT:
	


The Victorian Government seeks to observe high ethical standards and conduct in commercial engagements.  Government and public officials must be able to demonstrate high levels of integrity in processes while pursuing value-for-money outcomes for the Victorian Government and meeting the public interest.

	

	KEY REQUIREMENT: 
	


Commercial engagements by departments
 for procuring goods and services must be consistent with the following process requirements:

1.
General requirements

Government’s commercial engagements usually involve a bidding process, resulting in successful and unsuccessful bidders. Engagement processes are governed by laws as well as by State policies. In carrying out such processes, Government and public officials must abide by the Public Administration Act 2004, other relevant State and Commonwealth legislation, the Code of Conduct for the Victorian Public Sector, Victorian Government Purchasing Board (VGPB) policies and other applicable Victorian Government and statutory directions. Public officials should also be mindful of relevant Victorian Government and Department of Treasury and Finance (DTF) guidelines and standards, including any companion guidelines to this policy
.
DTF has developed a general procurement conduct plan that may be used by departmental officers, with or without changes. The responsible departmental officer must determine whether the complexities and risks of a particular process require a different, engagement-specific procurement conduct plan. In any case, a specific procurement conduct plan is required for any transaction worth $10 million or more.

 2.
Integrity and impartiality 

Consistent with the public sector values in the Public Administration Act 2004, public officials need to treat bids and potential bidders in a fair and even handed way, providing bidders with the same information and avoiding preferential treatment, consistent with the approved procurement process and tender evaluation criteria. 

3.
Effective competition 

Consistent with government procurement policy, the procurement process should optimise effective competitive tension to maximise value-for-money opportunities for government.  

In the event that the responsible departmental officer has the reasonable expectation, in accordance with the published selection process, that a bid has no likelihood of being successful, it is not necessary for that bid to continue to be engaged in the competitive process. 

4.
The procurement process 

The procurement process for a commercial engagement should be considered and settled before the competitive process starts. The strategy and planning for the procurement process must be commensurate with the level of risk to government arising from the engagement.  Where relevant, documentation for the procurement process should address how the following are dealt with:

(i)
the tender strategy

· stages of tender 

· tender documentation

· consideration of the market’s capability and capacity to respond

(ii)
the conduct of the process

· completeness, security and confidentiality of information and documentation

· declaration and management of conflicts of interest

· communication processes during the engagement process

· any process audit requirements and the requirement to appoint a probity adviser

· where required by the responsible departmental officer or by this policy, development of a project‑specific procurement conduct plan 

· variations to process, including changes made in the scope of the purchase

(iii)
the selection process

· conditions of the tender, including the tender evaluation criteria and defining how late and non‑conforming bids may be managed

To maximise value-for-money outcomes, it is expected that any procurement process will be selected or tailored to deal with the complexities and risks of the engagement effectively and efficiently.

5.
Consistency and transparency of process 

Each commercial engagement must be conducted in a transparent and fair manner, consistent with a documented selection process to be made available to all potential bidders. While the responsible departmental officer may make changes to the documented process, and the terms and conditions of tender documentation may provide for such changes, any changes or variations to the process must be made in a way which:

· is not likely to provide (or be perceived to provide) corrupt or non-meritorious preference to any bidder; and

· is cognisant (and is seen to be cognisant) of the need to minimise unwarranted additional costs for a bidder.

In making a change, consideration must be given to the risk that government may be liable to compensate bidders affected by the change. 

6.
Security and confidentiality 

Where relevant, the department should specify a process for both government and the private sector for receiving and managing information.  The process should ensure the security and confidentiality of intellectual property and proprietary information, to the extent allowed by law and government policy.  

7.
Identification and resolution of conflicts of interest 

The department must ensure that processes are adopted to identify, declare and address any actual or perceived conflict of interest throughout a process.

8.
Accountability 

The Accountable Officer (or delegate) must ensure that an officer is appointed with direct accountability for ensuring that the policy is adhered to.  Further, where relevant, the department may identify a responsible departmental officer to make project-specific decisions in relation to this policy. 

The procurement team for a procurement project will have responsibility for ensuring that government requirements for probity outcomes are met.

9.
Use of probity practitioners

Where the risk and complexity associated with a procurement process is considered high, the responsible departmental officer has the option of appointing a designated probity auditor and/or probity adviser to provide one or more of the following:

· independent assessment and/or advice throughout the procurement process as to whether processes are:

(i) developed according to relevant government policies (including this policy) and State and Commonwealth legislation;

(ii) managed according to the procurement process and the procurement conduct plan; and

(iii) completed according to  the tender requirements.

· ongoing independent advice on probity issues; and

· an independent and appropriate sign-off, at designated milestones in the process, on probity requirements. 

The selection of probity practitioner(s) should be based on the experience and the extent of involvement required for the particular nature of the risks in the procurement process.  As a minimum, all public officials or non-government personnel nominated as probity practitioners should have completed government-accredited procurement training or have a level of competency and professional standing acceptable to the responsible departmental officer.

Where the procurement process is very large and/or involves highly complex risks, the responsible departmental officer may consider it necessary to engage more than one probity practitioner to either ensure an adequate breadth of probity experience or to undertake different roles. 

10.
Training 

The Victorian Government seeks to observe high ethical standards and conduct in its commercial engagements. Government and public offers must be able to demonstrate high levels of integrity in processes while pursuing value-for-money outcomes for the Victorian government and meeting the public interest.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Good Practice Guideline Conduct of Commercial Engagements 
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	RELATED DTF TEMPLATES AND FORMS:
	


Procurement Conduct Plan – low complexity template

Procurement Conduct Plan – high complexity template

Probity Risk Assessment Tool template

Confidentiality Agreement (non government staff and advisers) template

Conflict of Interest Declaration (Public Officials) template

Conflict of Interest Declaration (Non Public Officials) template

Probity Report template
	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	1

	Release Date
	September 2005

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


STAGE 2 – PREPARATION OF BID DOCUMENTS (RFQs & RFTs)

OBTAINING QUOTES FOR PURCHASES UP TO $150 000 POLICY
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	CONTEXT:
	


The conduct of procurement below the public tender threshold is to apply the standards of probity adopted in the conduct of public tenders. It should be noted that a significant amount of expenditure falls in the value range under the public tender threshold. This area of procurement activity, which is subject to quotation processes, is of importance to small business that rely on government contracts to succeed and grow.

In seeking quotes from the open market it is important to recognise that the small business sector is dynamic and innovative. Given market dynamics, it is important to consider not just inviting the regular businesses known to the agency to quote. Undertaking a simple high level market analysis and researching business information services, for example, the [image: image72.png]




 HYPERLINK "http://www.icnvic.org.au/" \o "Industry Capability Network (ICN)" \t "_new" Industry Capability Network (ICN) information base, could identify a broader market of potential suppliers.

Consideration could also be given to making the agency’s general procurement requirements known to [image: image73.png]




 HYPERLINK "http://www.business.vic.gov.au" \o "Business Victoria" \t "_new" Business Victoria and the ICN to facilitate contact between the agency and potential suppliers who could service the agency’s specific needs.

Seeking a minimum of three quotes ensures a value for money outcome by providing a comparison of supplier bids. Consideration could be given to seeking more that the minimum number of quotes to cover any eventuality of one or more suppliers not submitting a bid. 

It is important to balance the number of quotes sought with the concern not to burden a large number suppliers with unrealisable expectations of work. It may be advisable to seek additional quotes where the market feedback indicates a limited capacity to undertake additional work or the agency’s requirements are likely to appeal to an emerging market sector with minimal suppliers operating in the innovative business sector of the market.

	

	KEY REQUIREMENT: 
	


1
Purchase of Goods or Services less than $25 000

A minimum of one written quote is to be obtained. 

(a department may adopt a practice of accepting a minimum of one verbal quote for values up to 10% of the above threshold.  Details of the offer from a supplier are to be documented and filed appropriately)

2
Purchase of Goods or Services valued between $25 000 and $150 000
A minimum of three written quotes are to be sought with one quote to be obtained from a small business if appropriate.

(for the purpose of applying this requirement a small business is defined as an organisation with 20 or less full time employees)

3
Purchase from a Standing Offer Agreement (State Purchase Contracts, Sole Entity Purchase Contracts)

The rules of use adopted for the Standing Offer Agreement apply when purchasing from such an Arrangement. 
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	OTHER REQUIREMENT:
	


1
The Unacceptability of Splitting Identical Need

It is unacceptable to divide a procurement process into separate parts or use a particular method for calculating the estimated total value of a purchase for the purpose of circumventing the above requirements.

2
The Independence of the Quotes Sought

The quotes sought should preferably not be from related entities of the same organisation unless it can be demonstrated that the entity requested to quote operates with a high degree of independence or autonomy from other parts of the business, for example, the building materials division operates independently from the farm produce division.

3
Consistency of Information and Assessment

Information provided to suppliers invited to quote must be identical and the evaluation of offers must be based on identical criteria. 

Any subsequent information regarding the purchase requirement must be made available to all potential suppliers.

Consideration should be given to applying a framework for specifying requirements: 

CONTEXT

Background and factors that impact on the requirement including government policy, department priorities, risks, current supply arrangement gaps, potential users of the requirement, expertise of the users who may interface with the requirement, existing settings into which the requirement will be sited, etc.

PURPOSE

The key objectives of the project/requirement that the procurement is to satisfy including the benefits intended to be achieved.

OUTPUT

A description of the project deliverables required of the business including factors that may impact on the deliverables. Consideration should be given to clearly defining what is in and out of scope when defining project deliverables.

SUBMISSION

A schedule of what to submit, the scope of material required, selection criteria, resources of the business to undertake the project, specialist staff to be allocated to the project, warranties, guarantees, costs structure, payment details, suggested milestones, bid delivery instructions and submission date.

OTHER
Project contact officer, opportunity to attend a project briefing session, opportunity to visit site for supply delivery/installation, specific technical information, material available from the VGPB website, etc.

4
Department Related Policy
· Departments have the option of adopting additional process requirements for obtaining and approving quotes as part of their business rules having regard to their procurement environment and assessment of risks. Any additional rules must satisfy Efficient Government policy and not add to the regulatory or process burden on suppliers

5
Purchase from a Standing Offer Agreement (State Purchase Contracts, Sole Entity Purchase Contracts)

· The rules of use apply when purchasing from a Standing Offer Agreement. There is no requirement to conduct multiple quotes unless the rules of use require such action. An exemption granted from using a standing offer agreement is to apply the relevant procurement policy having regard to the value of the proposed purchase.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Exemption from Obtaining Multiple Quotes for Purchases Up to $150 000 policy

Strategic Procurement – General Guidelines
Conduct of Commercial Engagement

Good Practice Guideline Obtaining Quotes for Purchases up to $150,000
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	RELATED DTF TEMPLATES AND FORMS:
	


Request for Quote (General Service and Goods) template

Request for Quote (Project Specification) template

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2.5

	Release Date
	November 2008

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


EXEMPTION FROM SEEKING MULTIPLE QUOTES, OPEN OR SELECTIVE TENDERING (LIMITED TENDERING) AND ICT IP DEFAULT POSITION POLICY

	

	CONTEXT:
	


The Victorian Government is committed to encouraging open, equitable and effective competition between suppliers with the objective of obtaining value for money and enhancing opportunities for local business. Seeking multiple quotes for values less than the public tender threshold and conducting an open or selective tender for values in excess of the public tender threshold ensures this objective. However, there will be occasions when this requirement may not be the optimal sourcing strategy. 

The party granting an exemption must be satisfied that the exemption is based on exceptional circumstances and not for the purposes of avoiding competition and that the integrity of the procurement process is maintained. 

The exemption form (or equivalent) must be signed by the responsible party before process approval and engagement of a supplier(s). The Accountable Officer (AO) is responsible for approving an exemption (movement from the default position) of the ICT Software ownership default position. The AO/delegate/financial delegate (whichever is specified by internal process) can approve all other forms of exemptions. Subject to the agreement by the AO, approval of exemptions less than the public tender threshold may be delegated to persons with the appropriate financial delegation. 

Exemptions must be considered on a case-by-case basis. 

Market Engagement Process
Exemption from Seeking Multiple Quotes

An entity may be exempt from complying with the minimum quotation requirements where it can be demonstrated that one or more of the factors under Schedule 1 or other factors not listed that have relevance to the proposed procurement apply. Consideration should still be given to sourcing the requirement from a small business if appropriate.

Exemption from Seeking One Written Quote for Values Less Than $25,000

Where policy requires the provision of a single written quote (including electronic communication), the entity may seek a verbal quote where it can be demonstrated that one or more of the factors under Schedule 1 or other factors not listed that have relevance to the proposed procurement apply. 

Exemption from Conducting an Open or Selective Tender (Limited Tender)

Where exceptional circumstances can be demonstrated as listed in Schedule 1 or other factors not listed that have relevance to the proposed procurement, an entity may exempt the purchase from open or selective tendering. Specific conditions such as the requirement to seek at least a minimum number of quotes may still apply. 

NOTE: Purchases for requirements listed under Schedule 2 are exempt from VGPB policy. However, documentation that satisfies internal audit requirements of appropriate process applies. 

ICT Software Intellectual Property 

Government’s default position with regard to intellectual property (IP) for software created under contract allocates ownership of the IP to the software developers rather than the Victorian Government. 

In exceptional circumstances, entities may need to own IP software created for it by software developers. Grounds that may establish exceptional circumstances may include but are not limited to: 

· security; 

· where statutes, regulations or prior obligations to a third party or parties preclude ownership by the contractor; and 

· where exclusive use of the developed software by the government party is necessary. 

Process for Seeking Approval to Depart from the ICT Software Intellectual Property Default Position (Exemption) 

In seeking approval to depart from the default position, documentation must be provided which sets out the grounds establishing exceptional circumstances to justify a proposed departure. 
	

	KEY REQUIREMENTS: 
	


Responsibility for Granting Exemptions 
Where an exemption form (or equivalent) is required, responsibility for granting the exemption rests with the AO/delegate/financial delegate (whichever is specified by internal process). The AO is responsible for approving an exemption (movement from the default position) from the ICT Software ownership default position. Subject to the agreement by the AO, approval of exemptions less than the public tender threshold may be delegated to persons with the appropriate financial delegation. 

Exemptions should be approved prior to process approval and supplier engagement.

Granting of an exemption does not preclude obtaining process approval for all matters listed under Schedule 1 or other factors not listed that are relevant to the proposed procurement. The approved exemption form should be included along with any relevant documentation associated with process approval. 

Financial Approval
All purchases establishing a contractual arrangement require financial approval provided by a person with the applicable financial delegation. 
Definitions

· Accountable Officer

The head of any given department or, for a public body, the Chief Executive Officer (whatever their title) of that body. 

· Covered entity

Departments and administrative offices bound by Victorian Government Purchasing Board (VGPB) policy 
· Exemption Form

A form that can be used to seek an exemption. A sample form is hyperlinked to this policy.
· Open Tendering

A one stage process which involves the release of a Request for Tender (RFT) to the open market for purchases over $150 000 or under where the entity considers this approach as appropriate.
· Selective Tendering

A two stage approach to the open market involving first an Expression of Interest (EOI) or Request for Information (RFI) followed by a Request for Tender (RFT) to a selected number of suppliers who have satisfied an assessment of their capability and capacity.
· Limited Tendering

Limited tendering involves seeking an exemption from open and/or selective tendering to directly approach a single supplier or directly seek up to three written quotations (based on basic RFT documentation and rules). 
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	RELATED BOARD POLICY AND DTF GUIDELINES:
	


· Open and Selective Tendering for purchases in excess of $150 000* Policy
· Obtaining Quotes for purchases up to $150 000* Policy
· Critical Incident Procurement Policy
· Procurement and Ethical Employment (Standard) Policy
· Regional Sourcing Policy
· Environmental Procurement Policy
· ICT Policy, Standards and Guidelines
· Australia - United States Free Trade Agreement (AUSFTA)
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	RELATED DTF TEMPLATES AND FORMS:
	


Exemption Form 

	

	LINKS TO RELEVANT POLICY WEBSITES: 
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	May 2010

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


	[image: image79.png]




	SCHEDULES:
	


SCHEDULE 1 

List of exemption factors

Process requirements

· Standard exemption form (or equivalent) signed by responsible party required

· APU process approval required

NOTE: The list below is not exhaustive and multiple factors may have relevance to the proposed procurement. 

· Purchases funded by grants, loans or sponsorship from external persons/organisations where the entity conducting the purchase accepts public liability, product liability and professional indemnity obligations. Otherwise this activity can be considered as an item under Schedule 2. 

· Matters of urgency including protection of human, animal or plant life or health, security or safety as a consequence of an unforeseen event or occurrence. Please note this is separate to the Critical Incident Procurement Policy which takes effect in emergencies. 

· Where no quotes or tenders were submitted. In this case, consideration should be given to reappraising the project scope and specifications. Consideration should also be given to re-evaluating the market engagement strategy and the capability of the market in relation to the project requirements. 

· An absence of competition or where specialist expertise is required. 

· Where the goods or services can only be supplied by a particular supplier and no reasonable alternative or substitute goods or services exist. 

· For additional delivery of goods and services that are intended either as replacement parts, extensions or continuing services for existing equipment, software, services or installations where a change in supplier would necessitate the procurement of goods and service that do not meet the requirements for interoperability or interchangeability. 

· Where it is intended to procure a prototype of a first good or service intended for a limited trial. Where a good or service is developed in the course of, and for, a particular contract for research, experiment, study or original development. 

· For goods purchased on a commodity market or for purchases made under advantageous conditions including unsolicited innovative proposals. 

· Exceptional circumstances as determined by the Minister or Accountable Officer. 

· Movement from the ICT intellectual property in software ownership default position.

· Expenditure on procurement of goods and services from all State and Territory public sector entities (including statutory authorities and government business enterprises) that cannot demonstrate that their procurement processes reflect the standards of Board policies. 

An exemption only applies to the process of market engagement and does not excuse the procurement activity from process and financial approval. 


SCHEDULE 2 

List of exemption factors

Process requirements

· Exemption form (or equivalent) signed by responsible party NOT required

· APU process approval NOT required


Procurement items not covered by Board policy, however financial approval and documentation that satisfies internal audit requirements of appropriate process is required. 

· Purchases funded by grants, loans or sponsorship from external persons/organisations where the entity does not accept liability. 

· Expenditure on procurement of goods and services from the following:
- Commonwealth, State/Territory departments within Australia
- Other Victorian Government departments
- All Victorian public sector entities (including statutory authorities and government business enterprises) that can demonstrate that procurement processes reflect the standards of Board policies. 

NOTE: Commonwealth and State/Territory departments and some related public sector entities apply similar standards of accountability, probity and process to that applied to purchases between Victorian Government departments. 

· Procurement for the direct purpose of providing foreign assistance.

· Expenditure on goods and services by offices of the State operating outside Australia. 

· All expenditure specifically authorised by the Governor-in-Council on the recommendation of the Minister for Finance. 

· Department of Justice expenses incurred by the Sheriff in the course of executing writs, warrants and Orders of the Court. 

· Periodicals, textbooks and books of reference including supplements to such publications of relevance to legal proceedings, for judges' and public legal related entities. 

· Expenditure for the use of His or Her Excellency the Governor and for the upkeep and maintenance of Government House. 

· Purchases from Australian disability enterprises and other businesses that primarily exist to provide services to people with a disability, philanthropic or not for profit institutions. 

· Purchases from indigenous enterprises which are certified as members of the Australian Indigenous Minority Supplier Council (AIMSC).

· Procurements by covered entities on behalf of non-covered entities. 

· As a result of a design contest. 

· The requirement is for works of art.

· Confidential matters relating to security or safety and also protection of national treasures of archaeological value. 

· Expenditure for products and services where the relevant brand or supplier(s) has been specified under legislation or regulation (i.e. breath testing equipment and speed measuring devices) or determined as required to comply with National/Federal Government standards (forensic capability). 

· Procurement of goods and services for the gathering of data relating to national security matters.

· Expenditure on the services of authorised persons undertaking audits for the Victorian Auditor-General’s Office.
OPEN AND SELECTIVE TENDERING FOR PURCHASES IN EXCESS OF $150 000 POLICY

	[image: image80.png]




	CONTEXT:
	


Procurement valued in excess of $150 000
 is subject to an approach to the open market through a public tender.  In approaching the open market, departments are responsible for conducting a process that is fair and equitable to facilitate opportunities for businesses in contracting with Government.

The conduct of a tender is an integral element in the application of strategic sourcing principles that underpin the achievement of value for money outcomes and continuous improvement built on an interactive relationship with suppliers. 

The term open tendering refers to a one stage process which involves the release of a Request for Tender (RFT) to the open market whereas selective tendering concerns a two stage approach to the open market involving first an Expression of Interest (EOI) or Request for Information (RFI) followed by a request for tender to a selected number of suppliers who have satisfied an assessment of their capability and capacity.

An exemption from open or selective tendering must satisfy the requirements and processes noted in VGPB policy titled: 

Limited Tendering Procedures - Exemption from Open and Selective Tendering for purchases in excess of $150000* Policy 
	

	KEY REQUIREMENT: 
	


1
Open and Selective Tendering

Open and selective tendering is the preferred method of approaching the open market for the supply of goods and services.

2
Advertising Tenders 

Tenders must be published in the composite Government tender advertisement that appears in the Herald Sun (Wednesday edition).

Tenders must also be published on the Victorian Government Tenders website - [image: image81.png]




 HYPERLINK "http://www.tenders.vic.gov.au" \o "www.tenders.vic.gov.au" \t "_new" www.tenders.vic.gov.au along with the ability to download relevant tender documents and the name of a person(s) responsible for the management of the tender or tender enquiries.
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	OTHER REQUIREMENT:
	


1
The Unacceptability of Splitting Identical Need

It is unacceptable to divide a particular procurement or procurement phase into separate parts or use a particular method for calculating estimated total value for the purpose of circumventing an approach to the open market.

2
Conduct of a Selective Tender 

When conducting a selective tendering process the following procedures apply:

(a) Tenders are to be invited from a list of:

(i) suppliers who have responded to a notice inviting application to participate in a procurement

(ii) suppliers responding to an EOI or an RFI

(iii) suppliers that have been granted a licence or the entity has determined compliance with specific legal requirements that exist independent of the procurement process

(b) Provided the relevant requirements and criteria have been specified beforehand, the entity may limit the suppliers invited to tender having regard to:

(i) the extent to which the supplier’s proposals or responses meet the technical and performance specifications, and shortlisting criteria 

(ii) the rating of a supplier’s proposals or responses having regard to the supplier’s capability and capacity to supply

3
Proceeding with Supplementary Advertising 

In addition to the mandatory advertising requirement noted previously, consideration could be given to placing a supplementary display advertisement where it is considered that the potential market:

(a) has limited internet access

(b) the procurement has particular relevance to regional suppliers 

(c) the procurement is of a highly specialised or technical nature 

Any display advertising should be placed in the relevant feature section offered by most national and regional newspapers.  Consideration could also be given to advertising in a relevant trade magazine but the extent of circulation and regularity of publication may limit the effectiveness of utilising this medium.  It is essential that the display advertisement precedes the notification of the public tender on the Victorian Government Tenders website and the composite advertisement in the Herald-Sun newspaper.  The display advertisement must note that the tender documents are available from the Victorian Government Tenders website.

Entities are also directed to use the Advance Tenders Feature of the Victorian Government Tenders website to alert prospective suppliers of forthcoming supply opportunities.  The lead time prior to the release of the tender documents can be used by suppliers to conduct initial research or form relationships with other suppliers to address the indicated scope of requirements.

4
Tender Opening Period 

· The tender period for both open and selective tendering is to provide sufficient time for suppliers to prepare a tender submission having regard to the value and complexity of the procurement.

· The tender period should take into account the time required to transmit and submit documentation where the supplier market lacks the ability to access/deliver documents electronically.

· Minimum suggested tender periods in working days excluding public holidays:

	Value
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	Working days
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	high 
	19
	19
	21+
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	medium
	11
	16
	16
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	low
	8
	8
	11
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	low
	medium
	high
	Complexity


Note: 

· The recommended tender period includes the first and last tender opening day even if this is not a full working day.

· The minimum tender period is 19 working days for the purchase of goods and services valued in excess of A$679 000 (the level at which the AUSFTA applies) although a minimum of eight working days is permissible in the following situations:

(i) the entity has published a notice of a planned procurement on the Advance Tenders Feature of the Victorian Government Tenders website stating the subject matter and date of tender publication that must be more than 19 working days prior to the tender advertisement

(ii) the tender relates to procurement of a recurring nature

(iii) a state of urgency exists 

(iv) a certificate of exemption has been granted by the Accountable Officer (or delegate) to proceed with Limited Tendering

· Wherever possible, a tender period should open on the weekday that coincides with the composite tender advertisement in the Herald Sun newspaper and activation of the tenders website.

· A supplementary display advertisement in another publication must conform to the tender period and other requirements noted in the composite tender advertisement and the Victorian Government Tenders website.

5
Purchase from a Standing Offer Agreement (State Purchase Contracts, Open State Purchase Contracts or Department Standing Offer Agreement)

The rules of use apply when purchasing from a Standing Offer Agreement.  There is no requirement to conduct a tender as the open market was approached in the establishment of the standing offer agreement.  An exemption granted from using a standing offer agreement is to apply relevant procurement policy concerning the conduct of open or selective tendering or obtaining quotes for values less than the public tender threshold.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Limited Tendering Procedures - Exemption from Open and Selective Tendering for purchases in excess of $150000* Policy 
Australia and United States Free Trade Agreement (AUSFTA) Government Policy

Strategic Procurement – General Guidelines
Conduct of Commercial Engagement
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Victorian Government Tenders website

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2.3

	Release Date
	July 2008

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


 TENDER PROCESSES AND TENDER DOCUMENTS POLICY
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	CONTEXT:
	


The preparation of tender documents and the selection of the appropriate tender format are critical tasks in achieving procurement objectives.  Documentation, whether for open tendering, selective tendering (EOI) or limited tendering, is to adhere to the five procurement principles that underpin all VGPB policies in addition to maintaining high standards of probity in all phases of the tender process.

The tender documents should be aligned with the outcome of a business case study that considers a range of factors including stakeholder requirements, policy setting/relationships, market analysis, demand assessment (current/anticipated), risk analysis, total cost of ownership assessment, contractual arrangements, contract management framework, etc.  The level of analysis should reflect the nature and complexity of the procurement being proposed.  

High value/high complexity projects should consider applying the structure of the Good Practice Guidelines for developing a State Purchase Contract Business Case even if the proposed procurement does not directly concern the establishment of a State Purchase Contract or Open State Purchase Contract.

The tender documents should be clear in their requirements and instructions having regard to efficient government and reducing the burden on business.  Tenderers should be provided with an indication of the anticipated timeframes for completing various tender process stages which are to be noted in the tender documentation.

	

	KEY REQUIREMENT: 
	


Clarity and Comprehensiveness of Tender Documents

Tender documents should address the following matters:
· Specify the conditions for participation (ensure that a potential supplier has the legal, commercial, technical and financial abilities to fulfil the requirements of the procurement) 

· detail the information and documents suppliers are to submit 

· clearly identify the nature, scope and the quantity of goods and services required including outputs required for services or the functional and performance requirements for goods 

· specify the criteria to be used in the evaluation of responses and detail the evaluation process 

· detail the importance given to different criteria (if relevant) 

· adopt a high degree of consistency for reporting to facilitate equitable comparison between responses; include standard response formats wherever appropriate 

· specify the scope of financial information required from the supplier 

· specify technical specifications wherever appropriate in terms of performance and functional requirements rather than design or descriptive characteristics 

· base technical specifications on international standards where such are applicable and exist except where the use of an international standard would fail to meet the procuring entity’s program requirements or would impose greater burdens than the use of a recognised national standard 

· technical specifications may not require or refer to a particular trademark, trade name, patent, copyright, design or type, specific origin, producer or supplier unless there is no other precise or intelligent way of prescribing the procurement requirement; in such cases the term ‘or equivalent’ is to be used 

· encourage the offer of innovative solutions which contribute to a department’s ability to carry out its business in a more cost-effective manner 

· consider environmental factors 

· consider the supply chain relationship operating through a principal contractor

· identify a project contact person and the arrangements for receiving relevant information which may include briefing sessions and dissemination of additional information, procedures for submitting questions, arrangements for site visits or notification of changes to tender procedures 

· clearly detail the tender delivery/submission/lodgement instructions.
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	OTHER REQUIREMENT:
	


Satisfying the Conditions for Participation 

Procurement entities are to evaluate the financial, commercial and technical abilities of a supplier having regard to supplier’s business activities both within and external to the local market. 

Technical Specification means a tendering requirement that:

(a) 
sets out the characteristics of: 

(I)
goods to be procured, including quantity, performance, safety, dimensions, processes and methods for their production and any associated warrantees, guarantees or on-going support provisions, or 

(ii)
services to be procured, or the processes or methods for their provision, including any applicable administrative provisions; or

(b)
addresses legislative and regulatory requirements, terminology, symbols, packaging, marking or labelling requirements, as they apply to a good or services

Tender documents may require relevant prior experience but should not impose a condition that the supplier has previously been awarded a contract with the procurement entity or has prior work experience in Australia.

Market Research and the Integrity of the Tender Process

· A procurement entity may conduct market research in developing specifications;
or

· Allow a supplier engaged to provide market research, design, prototype development or consulting services to participate in procurements related to such goods or services, provided procedures are implemented to ensure that the supplier is not given an unfair advantage over other suppliers. Procedures could include full disclosure of market research information, supplier briefing sessions or defining requirements in generic terms.
Informing Tenderers of their Status in a Tender Process

The principle to be applied in the management of the tender process is to balance the objective of informing tenderers as soon as possible of their status in the continuing tender process while maintaining the integrity of tender submissions and tender processes.

Tenderers should be informed:

· that their submission has been received by the agency

· that they have been shortlisted as part of an EOI or RFT process

· when the tender process is concluded and whether they have been successful or otherwise

· that a tenderer, if unsuccessful, is able to obtain a full debrief of their submission

Receipt of tender 

(refer Policy – Receiving and Recording Tender Submissions)

The above policy details tender acceptance notification tenderers and the acceptance procedure for late tenders in exceptional circumstances.

Shortlisting of tenders

Tenderers are to be informed as soon as practicable and preferably no later than seven working days after the conclusion of the shortlisting stage of their status in a continuing tender process.  Tenderers not shortlisted are to be informed that a full debrief of their submission is available at the conclusion of the tender process in order to protect the integrity of the tender.  

Notification of tender conclusion

Successful and unsuccessful tenderers are to be notified of their status after conclusion of the tender process.  

Availability of a tender debrief 

All unsuccessful tenderers are to be informed as soon as practicable and preferably no later than seven working days after finalisation of contract that a full debrief of their submission will be provided if requested. 
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Specification Writing Guideline
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	RELATED DTF TEMPLATES AND FORMS:
	


Request for Tender 

Expression of Interest

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil 
	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2.2

	Release Date
	November 2008

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


TERMS AND CONDITIONS OF CONTRACT POLICY
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	CONTEXT:
	


The use of VGPB Standard Form Contracts is a preferred but not mandatory requirement on departments.  

The VGPB has developed a range of Standard Form Contracts in order to:

· establish uniform terms and conditions for the purchase of goods and services;

· protect departments’ rights and interests;

· minimise risk; and

· familiarise suppliers with government contract arrangements.

The use of VGPB Standard Form Contracts may not suit the contractual requirements in all instances having regard to procurement complexity, risks and negotiated commercial arrangements.  

Department contracts and project specific contracts should be considered in those instances or where it is department policy to use in-house contracts.
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	OTHER REQUIREMENT:
	


Use of Standard Form Contracts

· Departments are to use VGPB Standard Form Contracts, department contracts or industry specific contracts wherever possible.

Customising Standard Form Contracts

· Departments may customise the VGPB Standard Form Contract to meet the specific needs of a purchase/supplier relationship and commercial arrangements.  

· A customised contract should be consistent with, and reflect the general principles and approach of the commercial terms of the Standard Form Contract.

Project Specific Contracts 

· Legal advice is to be sought regarding the suitability of standard form contracts (VGPB, department or industry specific) for high risk and/or high complexity projects where it may be more appropriate to develop a project specific contract.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Identification and Management of Intellectual Property Generated Under Contract (Non-ICT Software)
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	RELATED DTF TEMPLATES AND FORMS:
	


State Purchase Contracts

SPC - Agreement for the Provision of Services

SPC - Agreement for the Supply of Goods 

Agreement for the Supply of General Services (DSO)

Agreement for the Supply of Goods (DSO)

Agreement for the Supply of General Services (SP)

Agreement for the Supply of Goods (SP)

Request for Quote (General Services & Goods)

General Conditions for the Provision of Services*

General Conditions for the Provision of Goods*

ICT

GITC Vic version

ICT procurement standard for IP (in non-GITC contracts)

IP

Intellectual Property

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


RECEIVING AND RECORDING TENDER SUBMISSIONS POLICY
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	CONTEXT:
	






The process of receiving and recording tender submissions must be conducted in a manner that ensures the integrity, fairness and impartiality of the tendering process. 

The tender delivery instructions must be clear to all prospective tenderers and the tender receipt arrangements are to be made as ‘failsafe’ as possible. 

The following requirements detail the actions in managing the eTender Box and a physical tender box to receive tender submissions. Although the use of an eTender system is the preferred arrangement for managing tenders, the availability or adoption of electronic system does not obviate the need for a physical tender box. 

There will be situations where an intended procurement may require the submission of hard copy material in addition to electronic lodgement. Such situations would most likely be related to graphics/arts, architectural/planning projects or where the agency is requires to sight an actual object or document.
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	KEY REQUIREMENTS:
	






1. Appointment of tender officers to manage the eTender box and physical tender box

eTender Box

Departments are to designate a minimum of two tender officers with responsibility for managing an electronic tender system. 

The tender officers are responsible for: 

· uploading the tender onto the Victorian Government Tenders website 

· establishing an eTender box for each and every tender 

· managing the uploading of supplementary information from the project manager during the tender period 

· notifying registered tenderers of any changes (supplementary information, tender period changes, etc as directed by the project manager) 

· recording and forwarding tender submissions to the project manager after close of tender in accordance with agreed operating procedures

· providing a tender management status report to the project manager if requested

Tender officers for a particular tender may review the contents of the eTender box at intervals during the tender period but the system is not to permit the contents of documents (files) to be viewed.  This restricted level of access permits tender officers to inform the project manager of the level of interest or to verify an electronic transmission inquiry from a tenderer.

The electronic tender system will immediately inform a tenderer of having successfully submitted a tender. The electronic tender box will not permit the acceptance of a late tender as the tender submit facility is withdrawn.  The project manager in consultation with the eTender officer could, in response to exceptional circumstances, consider extending the period for accepting tenders (or initiate other action) to account for any system or operating failure.  

(Note – Section 3 Acceptance of a Late Tender in Exceptional Circumstances).

Physical Tender Box

Departments are to designate a minimum of two officers with responsibility for managing the physical tender box and its contents.

The officers are responsible for: 

· opening the tender box at the scheduled closing time for a tender 

· recording each and every tender submission 

· forwarding all submissions to the project manager 

· informing the project manager of any late tenders

· providing a tender management status report to the project manager if requested

Tender submissions for a specific tender deposited before the closing time are to be stored in a secure area and forwarded to the project manager at the official closing time for the relevant tender.  This practice recognises that a single tender box may receive submissions for a number of tenders that close on different days.

The tender officer is to inform all tenderers who have successfully lodged a tender within 5 working days of the close of tender. 

(Note – Section 3 Acceptance of a Late Tender in Exceptional Circumstances).

2. Provision of a secure and accessible physical tender box

Each department is to: 

· provide a secure clearly marked tender box for hard copy delivery 

· the tender box must be in a location easily accessible to the general public and delivery services 

· consideration is to be given to providing directional/information signage to the location of the tender box where departmental offices are located in a shared facility, in a precinct of buildings or where delivery arrangements require security (scanning) checks prior to accessing the actual delivery area 

The location and access to the tender box must take into account that security officers are not responsible for handling tender deliveries to a tender box.

3. Acceptance of a late tender in exceptional circumstances

The principle of equity and fairness in the management of the tender process requires that a late tender should not be accepted.  However a late tender may be accepted given exceptional circumstances where the integrity of the tender process is not compromised.


A late tender may only be accepted if it can be clearly documented that there was a system interruption in case of the eTender system or that access was denied or hindered in relation to the physical tender box. (refer note below).  The time period for acceptance of a late tender is not open ended and must take into account a point at which the integrity of the tender process could be compromised.

General considerations in managing a late tender acceptance:

· The eTender Box system will log system interruptions and the project manager, in consultation with the eTender officer, should consider extending the period for accepting tender submissions having regard to the period and time of the system failure or impact of a major or critical incident.  The revised closing time will establish a new tender submit facility after which time the no further submission of documents is possible. 

· The tender officer is to use the eTender facility to inform all suppliers who have registered for the tender of any changes in the conduct of the tender and extension of the tender period.  It is recognised that extending the electronic submission period would apply to all tenderers including tenderers affected by a major or critical incident or systems failure.

· In the case of the physical tender box, grounds for accepting a late tender relate to incidents or events that prevented or hindered access to the physical tender box (eg. access to the building was denied due to the conduct of a fire drill or emergency) 

· A case may exist for acceptance of a late tender if the tenderer can clearly document and verify that delivery of their tender documents was prevented or hindered by a major or critical incident that occurred in the external environment.(refer note below)

· Responsibility for acceptance of a late tender resides with the project manager.


The integrity of the tender process would be compromised if: 

· The tenderer is provided with an amount of extra time that provides an unacceptable advantage in comparison to compliant tenderers. 

· Tender submissions have been distributed to the evaluation panel members that could compromise the confidentiality of compliant tender submissions. 


Note:
The scope of situations that may constitute a major or critical incident could cover matters such as the scale of the incident, the area of impact (beyond a small localised area), the period an area was isolated, the period during which electronic transmission systems were out of action or destroyed, a utilities failure, the number of persons affected (a degree of seriousness), a emergency or disaster was declared under legislation/regulation/announcement, etc.


4. Managing a late tender to the physical tender box

Consideration is to be given to the following steps in managing a late tender.

· tenderers are to be notified that their tender was received after the stated closing time as soon as possible and preferably within 2 working days after receipt of a late tender (refer note below)

· late tenders are to be kept in a secure location pending a decision on acceptance having regard to a case based on exceptional circumstances (refer note below)

· late tenders may only be accepted by the project manager in exceptional circumstances and on the condition that the integrity of the tender process is not compromised

· the general operating practice is for a late tender to be returned within 5 working days of receipt or within 5 working days after determination not to accept a late tender (refer note below)
· failure of the tenderer’s delivery arrangement (courier, postal services, etc) does not constitute grounds for the acceptance of a late tender unless exceptional circumstances apply

· a decision to retain the tender after the 5 working day period will depend on whether the tender has requested a review for acceptance given exceptional circumstances
Note: (for both methods of tender receipt)

The requirement to maintain the integrity of the tender process introduces a critical time constraint on the opportunity to consider acceptance of a late tender.  Tenderers should be alerted to the need for urgency if they intend to pursue a case for acceptance given exceptional circumstances.
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	OTHER REQUIREMENTS:
	






Recommended Tender Acceptance Times

The preferred times for closing of tenders are: 

· not before 2.00 pm (local time); 

· not on a day following a public holiday

* these are not mandated times

Opportunity to Correct Unintentional Errors 

Where a procuring entity decides to provide suppliers with opportunities to correct unintentional errors of form between the opening of the tender and the shortlisting of suppliers, the same opportunity is to be provided to all participating tenderers.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Conduct of Commercial Engagements
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	3

	Release Date
	June 2009

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


EVALUATION OF PURCHASES >$150 000 POLICY
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	CONTEXT:
	


Value for money is the essential test against which any procurement output is to be justified.  It is also essential that the assessment of offers is robust, systematic and unbiased to ensure the application of proper processes and the achievement of the procurement objectives.  

	

	KEY REQUIREMENT: 
	


1
Value for Money

Achieving user and system requirements, quality standards and service benchmarks is considered more important than obtaining the lowest purchase/tender price.  Value for money is the basis for comparing alternatives so that the optimal offer can be selected.  

2
Adopting a Systematic Evaluation Regime
All offers must be evaluated in a consistent manner against the evaluation criteria adopted for the tender.  The use of a weighted matrix analysis is a recommended method for analysing and comparing tenders in a detailed and consistent manner.  

3
Cost Comparison

Total project costs not just tender price should be assessed in a detailed systematic manner.  This assessment must be undertaken separately from other evaluation criteria. 

4
Due Diligence of the Shortlisted Tenderers

A due diligence investigation must be undertaken of the preferred or shortlisted tenderers for all high value and/or highly complex projects to ensure that the tenderers have the capacity and stability to comply with the requirements of the contract.  

	[image: image109.png]




	OTHER REQUIREMENT:
	


Consideration of Alternative Bids
· Tenders offering an alternative solution that meet the performance and functional requirements, should be considered on their merits.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Nil
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	RELATED DTF TEMPLATES AND FORMS:
	


Letter to non short listed tenderers template

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil
	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2.2

	Release Date
	July 2008

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


POST TENDER NEGOTIATIONS FOR PURCHASES >$150 000 POLICY
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	CONTEXT:
	


The conduct of negotiations after the close of the tender advertising period and before the selection of the preferred tender(s) can be considered a ‘fine tuning’ activity prior to entering a contract.  

Matters that could be discussed include additional value adding options, specific contract management arrangements, accountable personnel for various contract stages or commitments, further intellectual property transfer opportunities, warrantees, service/supply arrangements, etc. 

The objective of post tender negotiations is to obtain the optimal solution and commercial arrangements and not merely the lowest price.  

	

	KEY REQUIREMENT: 
	


1
Restricted to Short Listed Tenderers

Post tender negotiations must only be undertaken with shortlisted tenderers or the preferred tenderer.  If applicable, the process must be in accord with the relevant probity plan.

2
Consistency of Negotiations

The same general questions and propositions must be put to all shortlisted tenderers.  This does not preclude questions of clarification that may be specific to a particular tender.

3
Documenting Post Tender Negotiations

A detailed record must be kept of the negotiation process for audit purposes and details of meetings are to be treated as Commercial-In-Confidence.

4
Maintaining the Integrity of the Tender 

Post tender negotiations must not alter the scope or intent of the tender.  Any deviation from the scope or intent of the tender would make the tender process void.
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	OTHER REQUIREMENT:
	


Reporting the Conduct and Outcome to the APU

· Purchase recommendation reports to the APU should note if the preferred supplier(s) was involved in post tender negotiations.  
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Conduct of Commercial Engagements Policy
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2.2

	Release Date
	July 2008

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


PROCESS APPROVAL FOR THE PROCUREMENT OF GOODS AND SERVICES POLICY
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	CONTEXT:
	






The decision to approve a procurement process leading to the engagement of one or more suppliers must apply the standard of due diligence in assessing the process and decision steps taken to arrive at a recommendation.

Process approval to engage one or more suppliers ultimately creates a budget and contractual commitment on government in the delivery of a product or service. 

The case for process approval should clearly detail the factors that support proceeding with a proposal and that the relevant procurement policy considerations have been addressed.  Process approval relating to procurement involving a degree of complexity should be supported by a business case that analyses demand/spend factors, addresses the capacity and capability of the market, market engagement options and contract management procedures.

The party responsible for approving a procurement process, whether that party is the project manager, financial delegate, internal review unit, APU or VGPB, must also be satisfied that the procurement process has considered contextual issues relevant to the project including:

· the strategic context of the proposed purchase at the department level and/or whole of government level 

· the principles of strategic sourcing were applied (if applicable)

· standards of probity and accountability were adhered to 

· the contract management strategy will deliver on the outcomes 

· the governance structure is relevant to the nature of the procurement

· the process satisfies the value for money/fit for purpose objective

The above factors will have different levels of relevance given the nature of the project, the identified risks and complexity of the procurement being proposed.  For example, a purchase from a standing offer arrangement may not require a full assessment of the above factors given that these matters would have been considered in the establishment of the head arrangement.

The party responsible for approving a procurement process can have a role in adding value to the process through the identification of process and information gaps or recommend further scoping opportunities that strengthen the case for proceeding with a proposal.  
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	KEY REQUIREMENTS:
	






1. Clarity and Comprehensiveness of Documentation 

Documentation seeking process approval should be structured to ensure reporting consistency against all relevant factors.  Where appropriate, documentation should adopt the standard form template developed for cross jurisdictional use (Procurement Process Report) or develop an appropriate form for single entity or project specific use.

Attachments should be included if using a standard form template or tool where the addition of such information would assist in the understanding of factors relevant to the proposed procurement.

2. Approval of Process Matrix

	Process Approval Category
	Process Approval Thresholds


	Process Approval Party

	One off purchase (excluding SPC,OSPC, DSOA or purchase from an existing contract)


	Estimated value less than $100,000
	Process approval by financial delegate.

Financial approval to be provided by an officer with the appropriate financial delegation using an agreed form of contract (or relevant instrument)
.



	One off purchase (excluding SPC,OSPC, DSOA or from an existing contract)
	Estimated value more than $100,000
	Process approval by APU if estimated value within department accreditation level.

Process approval by VGPB if estimated value outside department accreditation level after consideration and endorsement by APU.

Outcome of the market engagement phase is to be disclosed on the Contracts Publishing System within 60 days after award of contract.

Financial approval to be provided by an officer with the appropriate financial delegation using an agreed form of contract (or relevant instrument)1.



	DSOA establishment

SPP establishment
	SPP process applies to procurement with an estimated value more than $10 million or considered a high risk or complex project of lesser value.
	DSOA establishment – as above

SPP establishment – as above including additional step:

Outcome of the market engagement phase to be reported to the VGPB prior to engaging supplier(s).




	SPC establishment 
	Mandatory contract for all departments.  

Also mandatory for outer budget entities and NFP organisations that commit to use the SPC for the period of the contract 
	VGPB and lead agency Minister approval of business case to proceed to market.

Outcome of market engagement phase is to be reported to the lead agency APU and VGPB and disclosed on the Contracts Publishing System within 60 days after award of contract.



	OSPC establishment 
	Mandatory contract for departments, outer budget entities and NFP organisations that commit to using the OSPC for the period of the contract.  


	VGPB and lead agency Minister approval of business case to proceed to market.

Outcome of market engagement phase is to be reported for note to the lead agency APU and VGPB and disclosed on the Contracts Publishing System within 60 days after award of contract.



	NOTE 
	
	

	One off purchase from an established SPC, OSPC or DSOA


	Individual purchases are to comply with the ‘rules of use’ for the contract.  

The ‘rules of use’ may require the use of specific forms for obtaining quotations, seeking multiple bids from a panel of suppliers above certain values, require the use of specific supplier engagement forms, and category management reporting/supplier performance forms.

The ‘rules of use’ for the contract supersede normal procurement processes including quotation and tender threshold requirements.
	Sourcing and purchase approval processes are to comply with the ‘rules of use’ for the contract.

There should be no requirement to obtain further APU/VGPB process approval unless the entity has adopted internal procedures for further reporting/review.

A one-off purchase in excess of $100,000 from an SPC, OSPC or DSOA is to be disclosed on the Contracts Publishing System within 60 days after award of contract.

Financial approval to be provided by an officer with the appropriate financial delegation using an agreed form of contract (or relevant instrument)1.

.


Note 1


An agreed form of contract could be a purchase order, a specific form devised for using the SPC, OSPC or DSOA, or other departmental instrument.

Legend:

SPP – Strategic Procurement Plan

SPC – State Purchase Contract

OSPC – Open State Purchase Contract

DSOA – Department Standing Offer Arrangement

‘Rules of Use’ – also referred to as ‘How to Use this Contract’ 
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Disclosure of Contracts >$100 000
Explanatory Note - Accreditation Management Plan Framework
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	RELATED DTF TEMPLATES, FORMS AND TOOLS:
	


Procurement Process Report

Letter to successful tenderer

Letter to unsuccessful tenderer

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Public Records Office Victoria website

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	1

	Release Date
	June 2009

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


TENDER COMPLAINT PROCEDURES POLICY
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	CONTEXT:
	


VGPB policy provides a process for a tender complaint to be addressed within a given timeframe.  Each department retains prime responsibility for tender management and is responsible for final resolution of any related complaint.  

Tender complaints are to be initially directed to the project/contract manager within the department and if not resolved at that level, then the matter can be taken up with the APU and thereafter the Accountable Officer for the department.

The Board cannot become involved in a tender complaint unless the tenderer has pursued all avenues with the department concerned and has not been able to arrive at a satisfactory outcome. 

The scope of any Board involvement with a complaint does not extend to the contract management period.  The resolution of complaints and disputes during this phase is subject to the conditions of contract that could include conciliation, arbitration and legal procedures.

A side letter to the AUSFTA recognises that the Australian judicial system has jurisdiction in relation to any domestic review of supplier challenges.

	

	KEY REQUIREMENT: 
	


1
Documented Departmental Procedures 

Each APU should document the department’s tender complaints management procedures and include timelines for responding.

2
Evidence of Communication with the Relevant Department

The VGPB will not consider a complaint unless it can be demonstrated that the matter has been dealt with in accordance with the department’s complaints management procedures.

3
Time Limits for the APU to Respond to a Request from the VGPB 

The Chairperson of the department’s APU is required to notify the VGPB within 15 working days of the date of a request from the VGPB whether the complaint lodged with the Board can/has been resolved or what additional time is required to fully investigate and report on the issues raised.
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	OTHER REQUIREMENT:
	


Lodging a Complaint with the VGPB

A complaint from a tenderer must be lodged in writing to:

The Executive Officer

Victorian Government Purchasing Board

Level 8, 120 Collins Street, 
Melbourne, Victoria, 3000
Material required from a tenderer to initiate the involvement of the VGPB

· a concise written statement regarding the nature of the complaint;

· evidence that the department’s complaints management processes have been 

· followed; and

· a copy of all relevant correspondence with the department in relation to the complaint.

Procedures to be undertaken by the Board

· The Executive Officer will as soon as practicable acknowledge the receipt of the complaint.

· The Executive Officer will review the documentation in relation to the complaint and may seek further information prior to requesting a report on the matter from the Chairperson of the relevant department’s APU.

· The Board will be informed of a complaint being lodged at its next appropriate meeting.

· The Executive Officer will inform the person/organisation lodging the complaint if the matter cannot be resolved within 30 working days of receipt.

· The Board can seek additional advice from other sources to assist in formulating a finding.

· Any additional advice received will be forwarded to the department for consideration and the department’s views will be sought prior to formulating a finding.

· The Board will inform the tenderer and Chair of the department’s APU of the Board’s finding in the matter.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Nil
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


www.ombudsman.vic.gov.au

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


DISCLOSURE OF CONTRACTS >$100 000 POLICY
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	CONTEXT:
	


The Premier’s policy statement of October 2000 entitled Ensuring Openness and Probity in Victorian Government Contracts announced that information about all Government contracts would be disclosed to the public.  

This policy implements the commitments made in the Premier’s statement in relation to contracts approved by the VGPB or APUs.

	

	KEY REQUIREMENT: 
	


1
Scope of Reporting Requirements 

· Each department must report summary details of all contracts in excess of $100 000
 but less than $10 million on the Contracts Publishing System website.

· Contracts over $10 million in value are to be disclosed in full on the Contracts Publishing System website, subject to application of the exemption criteria in the Freedom of Information Act 1982.  

· Reporting requirements are to be published on the Contracts Publishing System within 60 days after the award of a contract.

2
Standard tender and contract terms on disclosure 

· Disclosure provisions must be incorporated into the Terms and Conditions of Tendering and the Terms and Conditions of Contract issued by Departments.  
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Nil
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Contracts Publishing System Website

Freedom of Information Act 1982 

Premier’s Statement October 2000

Openness and Probity in Victorian Government Contracts: Implementation Guidelines
	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


STAGE 3 – CONTRACT MANAGEMENT

CONTRACT MANAGEMENT POLICY
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	CONTEXT:
	


Effective contract management is a key component in achieving project outcomes. 

The processes, structure and resources that will be applied to the contract management phase should be identified during the procurement planning stage.

Contract conditions should specify the reporting cycle and format, level of supplier personnel involvement, supplier/department systems integration requirements, etc.

	

	KEY REQUIREMENT: 
	


1
Developing a Contract Management Plan for Higher Value and Complex Procurement

A contract management plan must address the following:

· monitoring compliance with contract conditions;

· identification of milestones and key deliverables/outcomes;

· roles and responsibilities of participants;

· effective financial management and monitoring;

· monitoring of risks; and

· project performance reporting requirements.

2
Strategic Procurement Planning (SPP) and Contract Management Plans

A Contract Management Plan must be included in the development of a SPP.
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	OTHER REQUIREMENT:
	


Appropriate Skills for Effective Contract Management

· The contract manager for a project should possess a sufficient level of competency based training and/or relevant contract management experience.

· Each department should consider the establishment of a contract management team to support the contract manager for higher value or complex projects.  Consideration should be given to matching the skill mix of the contract management team with the requirements of the project.  Consideration should also be given to including a member of the SPP planning team.

Recording the Outcomes of a Contract Management Process

· Departments should establish a process for evaluation and recording of the outcome of major contracts in relation to stated project objectives.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Management of Contractor’s Records Good Practice Guideline

Category Management Good Practice Guideline
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	RELATED DTF TEMPLATES AND FORMS:
	


Category Management Plan 

Category Management – Quarterly Review

Category Management – Annual Review

Category Management – Quarterly Meeting Agenda and Record Proforma

Category Management –  Periodic Meeting Agenda and Record Proforma

Category Management - Issues Register

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


The Public Records Office Victoria is the advisory body on managing outsourced contracts. Additional information can be found at www.prov.vic.gov.au 

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


CONTRACT VARIATION PROCESS APPROVAL FOR ONE-OFF SUPPLY CONTRACTS POLICY  
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	CONTEXT:
	


A number of factors may necessitate a variation to an existing one-off supply contract (which is a purchase of a specific quantity of goods and or services).  During the course of a contract, the initial scope of the project could be subject to variation arising from machinery of government changes requiring additional goods or services, changes in agreed rates, unforeseen circumstances, review of the project scope resulting from research undertaken in the course of the contract, an innovative or pilot project where the initial budget was an estimate of project costs.  Longer term contracts are more likely to experience one or both of the preceding  variations that justify a contract variation.
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POLICY FRAMEWORK:
There are two types of contract variations namely:

· Administrative variations which do not change the financial details of a contract.  Examples include changes to the billing address, personnel assigned to the contract, sequencing of work, delivery schedule, and arrangements permitted by specific contract provisions. 

· Financial variations which alter the financial details of a contract.  Examples include changes to the price/cost, quantity, nature of the deliverables, and term of the contract (which increases the value) 

The process for approval of a variation is based on the principle of high standards of probity and effective governance. This principle recognises that the party responsible for process approval (e.g. project manager or equivalent) in the first instance is best able to assess the factors supporting a variation and to provide expert advice on any additional contract management arrangements to be put in place.  

Before approving a variation, consideration should be given to deciding whether the additional requirements supporting the need for a contract variation are ‘in scope’ or better managed under a new contract arrangement.
	

	KEY REQUIREMENT: 
	


1. Approval Process

1.1. Administrative variations

Approval of an administrative variation is the responsibility of the project/contract manager, or in accordance with procedures adopted by the APU.
1.2. Financial variations

Approval of a financial variation within a department’s accreditation level is the responsibility of the financial delegate, and or in accordance with procedures adopted by the APU.

A variation in excess of a department’s accreditation level will require endorsement by the APU and approval by the Board. 

It is the value of the variation, either a single amount or cumulative amounts, exclusive of the initial contract value, that will determine the process for variation approval.  A case for variation approval is to note all cumulative variations. 

The approval of a financial variation does not remove the obligation to report a breach of process if the variation is the result of a failure to comply with VGPB policy.  Only after approval has been given is the department in a position to implement the contract changes for which approval was sought.
N.B.  Some contracts include provisions for options to extend the contract term.  These are not considered as variations unless they alter the financial details of the approved contract value.

2. Financial Variation Process Approval Framework  for One-off Supply Contracts 
	Variation(s), exclusive of the initial contract value. 
	Variation Process Approval

	Less  than a department’s accreditation level
	A financial variation (single or cumulative value) within a department’s accreditation level is to be approved by the appropriate financial delegate, or in accordance with procedures adopted by the APU.



	More than a department’s accreditation level
	A financial variation (single or cumulative) more than a department’s accreditation level is to be endorsed by the APU and approved by the VGPB



The appropriate financial delegate is responsible for a contract variation and commitment of funds after variation process approval.

Examples:

Example 1.

Context:

Tier 1 department ($1 million) where the APU has decided that variations with a cumulative value in excess of $200,000 exclusive of the initial contract value will require APU process approval

	Variation (exclusive of the  initial contract value)
	Cumulative value
	Approval

 financial delegate
	Approval

APU
	Approval

VGPB

	Case 1
	
	
	
	

	$180 000
	
	√
	
	

	$80 000
	$260 000
	√
	√
	N/A

	$50 000
	$310 000
	√
	√
	N/A

	
	
	
	
	

	Case 2
	
	
	
	

	$250 000
	
	√
	√
	

	$350 000
	$600 000
	√
	√
	

	$500 000
	$1 100 000
	√
	√ (endorsement)
	√


Example 2.
Context:

Tier 2 department ($10 million) where the APU has decided that variations with a cumulative value in excess of 
$1 000 000 exclusive of the initial contract value will require APU process approval

	Variation (exclusive of the  initial contract value)
	Cumulative value
	Approval

 financial delegate
	Approval

APU
	Approval

VGPB

	Case 1
	
	
	
	

	$750 000
	
	√
	
	

	$200 000
	$950 000
	√
	
	

	$150 000
	$1 100 000
	√
	√
	N/A

	
	
	
	
	

	Case 2
	
	
	
	

	$8 500 000
	
	√
	√
	N/A

	$3 500 000
	$12 000 000
	√
	√ (endorsement)
	√


3. Variations Disclosure Notification

Protocol for the Contracts Publishing System (CPS) requires the disclosure of any contract in excess of $100 000 and the disclosure of any subsequent variation to a contract sum listed on the CPS system.
4. State Contract Variations Approval Process

The variation approval process for State Purchase Contracts and Sole Entity Purchase Contracts is detailed in the State Purchase Contracts Policy and the Sole Entity Purchase Contracts Policy
	[image: image135.png]




	RELATED DTF TEMPLATES AND FORMS:
	


Procurement Process Report – Contract Variations Template

	

	VERSION CONTROL INFORMATION:
	


	Version Number
	1 

	Release Date
	

	Further Information
	Strategy and Policy, Government Services Dision, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


DISPOSAL OF ASSETS POLICY
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	CONTEXT:
	


Assets of (or belonging to, or in the care, custody or control of) a department considered to be redundant, unserviceable, obsolete or surplus to requirements are to be disposed of by departments adopting procedures that are systematic, ethical and transparent.

"Assets" include all current and non-current items as well as consumables and disposal procedures and relates to all assets not dealt with under a separate Act or Government policy (i.e. land, vehicles).

This policy does not apply to the sale of business undertakings.  The disposal of business undertakings are only to occur after consultation with the Commercial Division, Department of Treasury and Finance.  Disposal of financial assets are to be undertaken in accordance with the Financial Management Act 1994.

	

	KEY REQUIREMENT: 
	


Development of a Disposal Management Plan

Each APU or Accountable Officer must develop and implement a Disposal Management Plan that reflects the business needs of the department or agency. 

The Disposal Management Plan can allow for locational factors, the frequency (need) of disposal actions, proximity to market outlets, storage/transport capabilities and availability of appropriate staff to manage the process.
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	OTHER REQUIREMENT:
	


Key Elements of a Disposal Management Plan 

· definition of the appropriate disposal method (public tender, public auction, transfer to another department, trade-in, scrapping, etc) for the category of asset in question;

· the identification of person(s) with authority to approve a disposal strategy;

· donations are to be approved by the Accountable Officer in all cases;

· consideration to be given to the transfer of assets (in particular, computer related hardware) to the Department of Education & Training for distribution to schools; 

· process for adjusting a department’s asset register;

· prohibited actions (eg. direct sales to staff members); and

· a time to review the plan (not to exceed three years).

Compliance Reporting

· Compliance reporting and provision of disposal statistics are a requirement of a department’s Annual Supply Report.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Nil
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


OTHER POLICY CONSIDERATIONS
ANNUAL SUPPLY REPORT FROM DEPARTMENTS
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	CONTEXT:
	


Under the requirements of the Financial Management Act 1994, the VGPB is required to give the Minister a report of its work and activities for the year ending June that year.  As a consequence, departments are required to report their procurement activities to the VGPB in line with powers delegated to departments as part of the accreditation process.

	

	KEY REQUIREMENT: 
	


Provision of an Annual Supply Report
· Each department is obliged to report their procurement activities to the VGPB in the form of an Annual Supply Report. 

· The report is to be presented to the VGPB no later than 1 August each year, covering the period to 30 June of that year.  

· The form of the report is prescribed by the VGPB and may also contain any information requested by the Minister.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Nil
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	RELATED DTF TEMPLATES, FORMS AND TOOLS:
	


	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Financial Management Act 1994

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


MANAGEMENT OF CONSULTANTS POLICY
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	CONTEXT:
	


The management of a person or organisation to perform a consultancy function involves departments undertaking additional reporting.  It is important to refer to the definition of a consultant as compared to a contractor as both parties could be providing a service.  

Consultancy

An arrangement where an individual or organisation is engaged:

· to provide expert analysis and advice which facilitates decision making;

· to perform a specific, one-off task or set of tasks; and

· to perform a task involving skills or perspectives which would not normally be expected to reside within the department.

Note: To be classified as a consultancy, an arrangement should meet all of the criteria for a consultancy. 

In contrast, an arrangement with a contractor has the following attributes:

Contractor

An individual or organisation engaged:

· to provide goods, works or services which implement a decision;

· to perform all or part of a new or existing ongoing function to assist a department carry out its defined activities and operational functions; and

· to perform a function involving skills which would normally be expected to reside within the department but which are not currently available.

	

	KEY REQUIREMENT: 
	


1
Management of Consultants

Departments are required to adhere to standard VGPB purchasing policies (processes do not differ between a consultant and contractor).

2
Establish a Consultancy Register

Each department/agency is to maintain a consultancy register as a record of all consultants engaged and the status of current engagements.  

As a minimum, departments/agencies should record the following information for each consultancy over $2 500
:

· brief description of the consultancy project;

· name of the consultancy firm and principal consultant;

· type of consultancy based on standardised criteria;

· contract or approved value and end cost;

· date contract signed and expected and actual consultancy completion dates;

· dates a consultant evaluation and consultancy post-implementation review were completed;

· name of department project contact officer;

· description of the type of consultant selection procedures used, e.g., written quotes, public tender, exemption granted; and

· registry file no./reference.

3
Annual Supply Reports from Departments

Reporting of consultancy data is a component of the annual supply report from departments.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Annual Supply Report from Departments Policy
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	RELATED DTF TEMPLATES AND FORMS:
	


	

	LINKS TO RELEVANT POLICY WEBSITES:
	


	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


CRITICAL INCIDENT PROCUREMENT POLICY 
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	CONTEXT:
	






During a critical incident, streamlined and flexible procurement policies and processes are required to ensure that all necessary actions can be implemented:

· to coordinate relief efforts in response to a disaster or emergency, 

or

· maintain the operation or restore the functioning of the department as soon as practicable 


Full compliance with existing VGPB procurement policies, for example, undertaking a public tender would seriously delay departments responding to a disaster or emergency.  

This Critical Incident Procurement Policy establishes an alternative procurement process to operate during a critical incident and in relation to any subsequent relief effort.  The processes under this policy aim to accommodate urgent procurement needs, while ensuring that the procurement process adopted is reasonable and conducted with appropriate consideration of good practice purchasing principles.

The Critical Incident Procurement Policy can be activated for all departments or for a specific department depending on the incident.

1
Actions that cause the policy to come into effect across all departments:

· A state of disaster declared under the Emergency Management Act 1986.

· Notification by the Secretary DTF or Deputy Secretary DTF or Executive to the VGPB after informing the Chair or member of the VGPB.

2
Actions that cause the policy to come into effect at an individual department:
· An incident that requires activation of a Department’s Business Continuity Plan.

· An incident declared by an accountable officer where the safety or security of any person or property associated with the department is threatened.

· An external incident for which an accountable officer has authorised the provision of urgent support.

Note:

Action under situation 1 does not require a formal declaration by each an every accountable officer to activate the Critical Incident Procurement Policy within a department.

Action under situation 2 assumes that the incident is department specific and requires a formal declaration by the department’s accountable officer.


The policy applies to purchases that are required as part of a Department’s immediate and required response which may extend to on-going relief effort associated with the incident.


The termination of procurement activity under the policy will need to consider at what point in time normal procurement processes are able to effectively respond to any critical incident or related relief effort.  This decision will reside with the person or party who activated the policy in the first instance.


It is expected that Departments will have business continuity or contingency plans in place for critical incidents that directly affect the department.  Business continuity plans may establish particular arrangements for the sourcing of urgent supplies and concluding action under the policy.

To the extent possible, processes outlined in this policy should be integrated with Departmental business continuity or contingency plans.  The processes under a business continuity or contingency plan take precedence over this policy.  

However, the policy has applicability where no business continuity or contingency plan has been developed or where the procurement arrangements under a business continuity or contingency plan are insufficient to enable the required response. 


As defined in the Financial Management Act.
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	KEY REQUIREMENTS:
	






1. Critical Incident Procurement Process 

The procurement process to apply under this policy is detailed in Figure 1.

Figure 1


[image: image150]

2. Critical Incident Procurement Protocols

As with all procurement, the procurement process adopted during a critical incident should be undertaken in accordance with the core principles of the Public Administration Act, and all decisions taken must be governed by the overriding principles of integrity, non corruptibility and impartiality. The procurement process adopted during a critical incident should also be aligned to the Critical Incident Procurement Protocols outlined in Figure 2.

The Critical Incident Procurement Protocols balance the need for consideration of standard VGPB purchasing principles with the need for expediency. They aim to ensure that the key issues that are integral to achieving an appropriate and defensible outcome are considered during a critical incident without imposing restrictive or time consuming requirements.

Officers need to be cognisant of the protocols to the extent possible given the nature and urgency of the procurement.

Figure 2.
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	OTHER REQUIREMENT:
	


Nil
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Nil
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	RELATED DTF TEMPLATES AND FORMS:
	


Critical Incident Procurement Record and Approval Form

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	June 2009

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


PROTOCOL FOR REPORTING NON-COMPLIANCE WITH VGPB POLICIES
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	CONTEXT:
	


Each department is responsible for ensuring that procurement processes comply with supply policies and that financial processes comply with the Financial Management Act 1994 and associated Financial Management Regulations.

Neither the VGPB nor the APU can give retrospective approval to procurement actions that have not complied with VGPB policy or were commenced under another process not related with VGPB policy.

The VGPB can in accordance with its powers defined by Section 54C (2) (d) of the Financial Management Act 1994, require the Accountable Officer to audit departmental compliance with supply policies and Ministerial Directions.

	

	KEY REQUIREMENT: 
	


1
Annual Reporting of Non-Compliance with Supply Policies 

The Accountable Officer is to report cases of non-compliance with VGPB policies as part of the Annual Supply Report to the VGPB.  

2
Immediate Reporting of Non-Compliance to the VGPB involving a Financial Commitment >$150 000

For any incidence of non-compliance where the financial commitment exceeds $150 000, the Accountable Officer is to report immediately to the VGPB the following information:

· factors leading to the non-compliance

· actions taken to rectify the breach 

· processes implemented to prevent a recurrence of factors that led to the non-compliance matter in the first instance.

3
Noting of Process Improvement by the VGPB

The VGPB may note the process improvement commitments given by the Accountable Officer or request further information.

4
Noting of the Breach by the VGPB

The VGPB is to note the Breach.  Following noting of the breach by the VGPB, the department may finalise any outstanding matters in relation to its financial commitments subject to the approval of the financial delegate where required.
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	OTHER REQUIREMENT:
	


Nil
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Nil
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Financial Management (Amendment) Act 1994 

Financial Management Regulations

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


AUSTRALIA AND NEW ZEALAND GOVERNMENT PROCUREMENT AGREEMENT (ANZGPA) 
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	CONTEXT:
	


Victoria is party to the Australia and New Zealand Government Procurement Agreement (ANZGPA) that enables suppliers from all Australian and New Zealand jurisdictions to compete equally for government contracts. 

The aims of the agreement are to:

· enable suppliers from all jurisdictions to compete equally for government contracts and particularly, to forbid practices which are biased against, discriminate against or deny access or opportunity to any Australian or New Zealand ("ANZ") supplier; and

· encourage consistency in performance standards and specifications, and simplicity and consistency in purchasing policies, practices and procedures.

	

	KEY REQUIREMENT: 
	


Department Adherence to the ANZGPA

Each department is to comply with the conditions of the ANZGPA.
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	OTHER REQUIREMENT:
	


Key Procurement Principle

· All parties agree to use value for money as the primary determinant in purchasing decisions. 

Exemptions from the Agreement

· Particular exemptions to the ANZGPA Agreement may be sought from the Procurement Minister in the relevant jurisdiction.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Nil

	[image: image162.png]




	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Australia New Zealand Government Procurement Agreement (ANZGPA)

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


AUSTRALIA – UNITED STATES FREE TRADE AGREEMENT (AUSFTA) GOVERNMENT PROCUREMENT
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	CONTEXT:
	


Victoria is party to the Australia – United States Free Trade Agreement (AUSFTA) that has mutual obligations on each party in relation to government procurement.  

These mutual obligations require each party to adhere to the principle of national treatment and non-discrimination.

A procurement entity of a party may not:

(a) treat a locally established supplier less favourably than other locally established suppliers on the basis of degree of foreign affiliation or ownership, or

(b) discriminate against a locally established supplier on the basis that the goods or services offered by that supplier for a particular procurement are goods or services of the other party

In relation to Victorian Government procurement, the AUSFTA applies to entities covered by VGPB policy for the purchase of goods and services when valued in excess of A$675,000.

VGPB policies are in accord with the requirements of the AUSFTA – Government Procurement.  

(The AUSFTA also applies to the procurement of construction services valued in excess of A$9,514,000 covered by the Project Development and Construction Management Act 1994)

	

	KEY REQUIREMENT: 
	


Adherence to the AUSFTA – Government Procurement

Compliance to VGPB policies in relation to the purchase of goods and services will ensure adherence to the requirements of the AUSFTA.
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	OTHER REQUIREMENT:
	


Variation to VGPB Policy

Any proposed procurement action not covered by VGPB policy involving the purchase of goods and services in excess of A$679 000 must be undertaken with reference to the full text of the AUSFTA (Government Procurement Chapter - Chapter 15) that can be accessed on the Department of Foreign Affairs and Trade (DFAT) website.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Nil
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


AUSFTA http://www.dfat.gov.au/
	

	VERSION CONTROL INFORMATION:
	

	Version Number
	1.1

	Release Date
	January 2010

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


CONSIDERATION OF AN INNOVATIVE PROPOSAL POLICY 
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	CONTEXT:
	


Departments are sometimes in receipt of a proposal that exhibits a high degree of innovation and uniqueness that could benefit the department.  The receipt of an innovative proposal is often associated with an unsolicited approach to the department by a person or organisation with an ‘idea’.

The objectives of this policy are to:

· facilitate consideration of an unsolicited approach that may appear to be innovative and unique;

· establish clear requirements for determining if the proposal is innovative and unique; and

· detail procedures for the acceptance of the proposal having regard to the principle of value for money.

This policy relates to proposals estimated to cost in excess of $150 000
.
	

	KEY REQUIREMENT: 
	


1
Initial Test for Innovation

A preliminary investigation is to be made to ascertain:

· if there are any similar products or services available from the market; and

· whether there is a potential need for the proposal.  

2
Actions Required by the Department to Progress an Innovative Proposal 

The Department must:

· be satisfied that the proponent of the proposal can demonstrate innovation, i.e. that there is no apparent similar product or service available from the market;

· obtain from the proponent a clear statement of the intellectual property inherent in the proposal;

· if applicable, receive from the proponent permission to ‘test’ the proposal on-site within the operating environment of the department;

· enter a Deed of Confidentiality with the proponent in relation to information held or made available by the department (of particular importance when ‘testing’ the proposal within the department’s operating environment);

· receive from the proponent formal acceptance that there is no obligation on the department to proceed with the purchase, adoption, installation or use of proposal after this initial consideration.

3
Preparation of a Business Case 

A business case must be prepared by the department to justify proceeding with the proposal having clearly identified the intellectual property of the proposal and compatibility with the operating environment of the department.

4.
Application of Standard Purchasing Processes

Standard purchase processes apply to:

· proceeding with a public tender if the investigation identifies a need that is available from the open market, or

· obtaining a waiver from market testing.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Open and Selective Tendering for Purchases in excess of $150 000 Policy

Disclosure of Contracts >$100 000 Policy
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Nil

	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 


PROCUREMENT ACTION IN CASES OF DUMPING
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	CONTEXT:
	


When an exporter sells a product to Australia at a lower price than the price charged in its home market, that exporter may be engaged in a form of price differentiation known as “dumping”. Anti-dumping remedies are available where the dumping causes or threatens to cause material injury to an Australian industry.  The term “dumping” can refer to a subsidy as well as the actual dumping of a good.  

The Australian Customs Service has sole responsibility for investigating and reporting dumping matters to the federal Minister.  These investigations cover applications for new anti-dumping and countervailing measures; reviews or revocations of existing measures; dumping duty assessments; and applications for continuation of existing measures past a five-year sunset period.

The Australian Customs Service has explicit procedures for initiating and conducting an inquiry.  In addition, Customs provides an advisory service – through the Dumping Liaison Unit – to assist all interested parties involved in dumping matters.

	

	KEY REQUIREMENT: 
	


1
Standard Tender Terms and Conditions

Tender documents must note that procurement action may be suspended in relation to the consideration of a tender submission or entering into a contract with a supplier that is offering goods subject to an Australian Customs Dumping Notice.

2
Standard Contract Terms and Conditions

The terms and conditions of contract are to note that the department may suspend the agreement where the supplier is providing goods subject to an Australian Customs Dumping Notice.
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	OTHER REQUIREMENT:
	


Monitoring Australian Customs Services Notices

· Where there is a significant price difference between local and overseas sourced products, departments must refer to the Australian Customs Services Notices.
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	RELATED VGPB POLICY AND DTF GUIDELINES:
	


Nil
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	RELATED DTF TEMPLATES AND FORMS:
	


Nil

	

	LINKS TO RELEVANT POLICY WEBSITES:
	


Australian Customs Service       www.customs.gov.au
	

	VERSION CONTROL INFORMATION:
	

	Version Number
	2

	Release Date
	December 2002

	Further Information
	Strategy and Policy, Government Services Division, Department of Treasury and Finance

	Phone
	(+613) 868 32944

	Email
	vgpb@dtf.vic.gov.au 








Critical Incident Procurement Policy to apply





End of Critical Incident and/or relief effort





Invoices processed through normal channels





Post Criteria Incident Procurement Protocols to be addressed





Adoption of Critical Incident Procurement Record and Approval Form





Procurement Process to address Critical Incident Procurement Protocols





Incident declared by accountable officer of departmental agency





Incident that require activation of a Department’s Business Community Plan





External incident for which an accountable officer has authorised assistance.  





Normal VGPB policies/processes suspended including any linking policies and mandated Whole of Government contract requirements to the extent that they adversely impact on the management of the Critical Incident





Normal VGPB policies / processes to re-apply at conclusion of emergency or relief effort as determined by the person or party that activated the policy





State of disaster declared under the relevant Act or notification in response to an emergency or disaster that requires whole of government support or action.





Government Procurement


Inner & Outer Agencies 





Where procurement is below VIPP threshold levels, agencies are encouraged to apply VIPP principles through internal processes








Agency highlights VIPP requirements in their RFT








Agency applies VIPP Guidelines





Procurement 


>$3M (metro) and $1M (regional)





Yes





No





Agency receives tenders





Agency shortlists tenderers





No





ICN receives email notification of VIPP Plan lodgement





VIPP Rep allocated to certify VIPP Plan





VIPP Rep undertakes certification





VIPP rep. sends Certification letter to tenderer


VIPP Plan complies with the Vic Govt VIPP requirements.





ICN sends non- compliant letter to agency





Agency may request tenderer to modify plan & resubmit to ICN for certification











VIPP Plan Completeness achieved?





Yes





Tenderer resubmits VIPP Plan





No





Tenderer Submits VIPP Plan via ICN VIPP Website for certification





Tenderer Receives ICN VIPP Certification Letter





Tenderer Submits VIPP Plan and ICN VIPP Certification Letter into Agency





Agency tender evaluation to include consideration of VIPP Plan and ICN Evaluation





Post-Tender changes impacting VIPP





Agency requests shortlisted tenderers to submit VIPP Plans 





Tenderers develop VIPP Plans


Local Value Add %


Employment


Skills & Technology transfer


Implementation Plan


Monitoring/reporting





Yes











ICN re-certification and re-assessment required





Evaluation sent to Agency


ICN provides a statement on the merits of the tenderers’ local content commitments





This determination will be based on the four key areas:


Local value-add


Employment created


Training, Skills development & Technology transfer


Implementation Plan





Evaluates VIPP Plans








ICN Evaluator verifies that all tenderers have submitted VIPP Plans





Final contract with negotiated VIPP obligations incorporated as reportable items





Agency awards contract





At contract completion, outcomes of VIPP Plan reported to DIIRD as required by VIPP Act.





ICN post contract certification of VIPP outcomes reported





Agency Advises ICN details of the shortlisted tenderers 








ICN links shortlisted tenderers to procurement activity








Project goes to tender using normal VIPP processes





DIIRD/ ICN set additional requirements


Target for minimum percentage of local content


Tenderer to develop ‘Local Industry Development Plan’ to be certified by ICN





Project declared of Strategic Significance





DIIRD/ICN submit recommendation of Strategic Projects to Minister for consideration and endorsement by relevant Cabinet Committee





DIIRD/ICN conducts Strategic Project assessment on each project:


Contribute to the productive capability of Victoria and make a strategic contribution to our ongoing economic wellbeing


Potential to generate significant local industry participation, employment and skills/technology transfer during the project or procurement activity


Potential for building ongoing industry capability, skills and employment benefits resulting from the project


Present a clear choice between using local and overseas suppliers.





DIIRD identifies potential Strategic Projects 


which have estimated whole-of-life costs exceeding $250M or above $100 million capital cost





(through ERC, SPP, SPC, and regular advice from agency)








Project is recommended 


as Strategic











Yes





Project go to tender


Strategic Projects requirements included in RFT


Normal VIPP processes apply





POLICY


&


PRINCIPLES








GUIDELINES





TOOLS








� inclusive of GST


� inclusive of GST


� Value for money denotes, broadly, a balanced benefit measure covering quality levels, performance standards, risk exposure, other policy or special interest measures (e.g. environment impacts), as well as price. Generally, value for money is assessed on a ‘whole of life’ or ‘total cost of ownership’ basis, which includes the transitioning in, contract period and transitioning out phases of a contractual relationship. It is often used in the sense of the ‘long term sustainability of value for money’, denoting that the State focuses on choices that ensure value for money outcomes are promoted and protected in successive anticipated contracts.


� All references to departments include Victoria Police and other public entities subject to VGPB Procurement Policies under the Financial Management Act 1994.


� DTF will develop companion guidelines to this policy, which will include a general procurement conduct plan outlining good probity practices in the procurement of goods and services.


� all dollar values are inclusive of GST


� all dollar values are inclusive of GST


� 


� all dollar values are inclusive of GST


� inclusive of GST


� inclusive of GST


� inclusive of GST
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