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PROCUREMENT POLICY 2020  

 

SUMMARY 

 

  

PURPOSE  –to state the requirements and expectations of procurement carried out by the Council 

SCOPE 
Application  

• Applies to all Wairoa District Council 
employees 

• Does not apply to Council Controlled 
Organisations 

Intention 
• is intended for all procurement associated 

with the Council’s teams and individuals 
completing their everyday work in the 
normal way 

Support 
• is to be supported by appropriate 

management procedures for its effective 
enactment 

 
 

Procurement Policies 
OAG 

Principles 
and 

Guidelines 

Probity Value for  
Money 

The Local 
Supply Chain 

Management  
of Risk 

Management 
of Risk – 
trials and 

innovation 

Transparency 
and 

Confidentiality 

Reporting Community 
outcomes 

Implementation 

Procurement 
shall be 

carried out 
in a manner 

that is in 
keeping  
with the 

Principles 
and 

Guidelines 
promoted by 
the Auditor 

General. 
 

Procurement 
is to be 

conducted 
with probity. 

The procurement 
process, where 

practicable, is to 
seek to deliver 

value for money 
to the Wairoa 
community by 

minimising: 
• whole of life 

costs, 
• transactional 

costs for 
suppliers and 
Council, and 
• negative 

impacts on the 
local supply 

chain and well-
being of the 
community 

Where 
practicable, 

procurement 
processes are 

to consider the 
sustainable 

development 
of the local 

supply chain 

Risk is to be managed by 
adopting procedures 

pertinent to the 
complexity and scale of 

work involved, and more 
specifically: 

• Implementing 
Procurement 

approaches that allocate 
risk to the party most 

suited to managing it – 
Council is prepared to 

accept management of 
risk where transfer of 

that risk to the suppliers 
would incur significant 
additional costs to the 

community. 
• Developing and 
implementing risk 

management plans for 
high risk procurements 

Council is 
prepared to 

accept higher 
risks for the 
trialling of 

new products 
and 

techniques 
that may 

ultimately 
lead to 

benefits  
for the 

community 

Procurement 
processes are 

to be 
transparent 

where feasible 
with successful 

tender bids 
being disclosed 

publicly and 
the range of 
bids received 

being disclosed 
to all bidders 
except where 

sensitive 
commercial 

information is 
compromised 

by doing so 

The status of 
procurement 

within the 
District is to 
be routinely 
reported to 
the Finance, 
Audit & Risk 
Committee 

Opportunity 
to further 
enhance 

community 
outcomes is 

to be 
considered 
as part of 

procurement 
processes 

The Chief 
Executive is to 

ensure 
appropriate 

policies, 
procedures and 

guidelines relating 
to procurement 

are in place 
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PROCUREMENT RELATIONSHIP TO COUNCIL'S VISION AND COMMUNITY OUTCOMES 

 

 
*As stated in Procurement Strategy  

Vision – Connected Communities. Desirable Lifestyles. Treasured Environments 

Community Outcomes  
Economic Wellbeing 

• A strong, prosperous and thriving economy 
• A safe and integrated infrastructure 

Social and Cultural Wellbeing 
• A community that values and promotes its 

culture and heritage 
• Safe and accessible recreational facilities 
• Supportive, caring and valued communities 
• Strong district leadership and a sense of 

belonging 

Environmental Wellbeing 
• A safe and secure community 
• A lifetime of good health, education and 

wellbeing 
• An environment that is appreciated, 

protected and sustained for future 
generations. 

 
 

Procurement Principles* 
Value for 
Money 

Openness, Transparency, 
and Fairness 

Accountability and 
Integrity Lawfulness Appropriate 

Management of Risk Sustainability 
 
 

Procurement Objectives* 
To select the 
right supplier 

who can 
deliver what 
is needed, at 
a fair price 

and on time 

To deliver 
best value for 
money over 

the whole life 
of the goods, 

service or 
asset 

To promote 
efficient 

purchasing 
practices and 

their 
continuous 

improvement 

To 
appropriately 
manage risk 
in relation to 
purchasing of 

goods and 
service 

To ensure purchases 
are made in an 

open and 
transparent manner 

with full and fair 
opportunity for all 
eligible suppliers 

To ensure 
that all 

decisions are 
robust and 
defendable 

To ensure 
adequate 
probity – 
integrity 

and 
honesty  

To contribute 
to the 

achievement  
of 

community 
outcomes 

To ensure 
compliance with 
the requirements 
and guidelines of 

Council’s 
Procurement 

Policy, Strategy  
and Manuals 

To ensure Council’s 
purchasing 

activities are 
managed in 

accordance with its 
statutory and legal 

responsibilities 
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1 Overview  
Procurement is the planning, decision-making, and implementation process used to obtain goods 
and services. It covers the whole cycle from identification of needs through to the commitment to 
purchase goods or services, including entering into and managing the provision of goods and/or 
services by contracts until the contract obligations have been fulfilled. The NZ Government 
definition is: 

All aspects of acquiring and delivering goods, services and works. It starts with identifying the 
need and finishes with either the end of a service contract or the end of the useful life and 
disposal of an asset. 

This Procurement Policy provides strategic direction for the procurement of goods and services. It 
does not delve into the detailed operational processes required for its successful implementation 
and delivery. This policy is to be supported by appropriate management strategies and procedures 
for its effective enactment. The Chief Executive and the Senior Leadership Team (SLT) are to ensure 
successful implementation and delivery of the policies as stated.   

Part of Council’s strategic and governance role is to ensure that its statutory responsibilities, duties 
and powers are carried out at the most effective and efficient levels. This policy sets out the 
procurement expectations. 

 Purpose 
The purpose of this policy is to state the requirements and expectations of procurement carried out 
by the Council. 

 Scope 
This policy does not apply to Council Controlled Organisations. 

 

Applies to the procurement cycle for Council’s activities across all of Council’s departments. 

 Extent of Responsibility  
Council retains ultimate responsibility for its governance, statutory and financial responsibilities, 
duties and powers at all times. No delegation relieves Council of the liability or responsibility for the 
performance of the delegated responsibility, duty or power. 

Those with responsibility for a delegated task or function have the authority to carry it out 
effectively. 

Irrespective of whether the policy or documented management procedures support an action, 
employees must have regard to the potential reputational consequences for Council, and in these 
cases should consider seeking guidance from their manager. 

Unless otherwise expressly stated all financial values stated are GST exclusive 

This policy is to be read in conjunction with the Wairoa District Council Delegations Manual. 



    

   PROCUREMENT POLICY 2020 

 

   Page 7  

 Policy Limitations   
This policy relates to procurement only. 

The meaning of procurement  

Procurement covers any commitment or expenditure that binds the Council to make payment to or 
otherwise confer a benefit on an external party.  It includes all contracts and contract variations, 
memorandum of understandings, rents and leases for equipment, as well as purchase orders, works 
orders, and other purchases of goods and services. 

 

Procurement Activities Specifically Excluded  

• exercise of the authority to approve payroll. 

• exercise of the authority over those matters covered by the Council’s Treasury Policy. 

• exercise of the authority to remit rates or other amounts due to the Council, or to write off 
bad debts.  The remission of rates is the subject of the Council’s Rates Remission and 
Postponement Policy.  The authority to write off bad debts is dealt with by separate 
delegation. 

• gifts and koha, which are dealt with by the Council’s Koha Policy and Donations and 
Sponsorship Policy. 

Policy Breach 

A breach of the Procurement Policy may be considered as potential misconduct or serious 
misconduct and will be handled in accordance with existing disciplinary procedures. 

Any user who becomes aware of a breach of this policy is to follow the process in the “Protected 
Disclosures Policy”. 

 Auditor General’s Guidance 
In June 2008, the Office of the Auditor General published a good practice guide, “Procurement 
guidance for public entities”, under Section 21 of the Public Audit Act 2001.   Paragraphs 2.3 and 2.4 
of this guide note the following basic principles that govern all public spending 

2.3 There are some basic principles that govern the use of all public funds. They should be 
considered when considering any funding arrangement with an external party. This 
includes procuring goods or services. The international literature on this area includes many 
different versions of the principles that need to be considered. They cover similar ground. 
We summarise the basic principles as: 

• Accountability – Public entities should be accountable for their performance and be 
able to give complete and accurate accounts of the use they have put public funds to, 
including funds passed on to others for particular purposes. They should also have 
suitable governance and management arrangements in place to oversee funding 
arrangements. 
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• Openness – Public entities should be transparent in their administration of funds, 
both to support accountability and to promote clarity and shared understanding of 
respective roles and obligations between entities and any external parties entering 
into funding arrangements. 

• Value for money – Public entities should use resources effectively, economically, and 
without waste, with due regard for the total costs and benefits of an arrangement, 
and its contribution to the outcomes the entity is trying to achieve. In addition, the 
principle of value for money for procuring goods or services does not necessarily 
mean selecting the lowest price but rather the best possible outcome for the total 
cost of ownership (or whole-of-life cost).  

• Lawfulness – Public entities must act within the law and meet their legal obligations. 

• Fairness – Public entities have a general public law obligation to act fairly and 
reasonably. Public entities must be, and must be seen to be, impartial in their 
decision-making. Public entities may also at times need to consider the imbalance of 
power in some funding arrangements, and whether it is significant enough to require 
a different approach to the way they conduct the relationship.  

• Integrity – Anyone who is managing public resources must do so with the utmost 
integrity. The standards applying to public servants and other public employees are 
clear, and public entities need to make clear when funding other organisations that 
they expect similar standards from them. 

2.4  By applying these principles sensibly, public entities can demonstrate that they are 
spending public money wisely, and properly managing the process for spending it 

Paragraph 2.5 of the guide lists a number of practical considerations public entities should consider 
when giving effect to the basic principles listed above. Of particular relevance to Wairoa District 
Council are the following: 

• The goal – It is important for the public entity to focus on what it is trying to achieve. 
The process should not dominate at the expense of the outcome. 

• Simplicity and proportionality – The requirements put in place for the funding 
arrangement should be as simple and practical as possible, considering the amounts 
involved, the complexity, and the level of risk. It is appropriate to consider compliance 
costs for both parties and seek to reduce them where possible. 

• The risk – Public entities need to identify risks in or around the funding arrangement 
and to consider how to manage those risks. This should not be seen as 
encouragement to be overly risk averse. The key is to get the right balance between 
risk and expected benefit, and to do so consciously 

The guide also includes the following observations pertinent to Wairoa District Council in 
paragraphs 2.19 to 2.21 

2.19  A public entity should develop its own procurement policies and procedures that are 
tailored to its working environment and that take into account the basic principles in 
paragraph 2.3, the practical considerations in paragraph 2.5, . . . . . 
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2.20  Publishing an unambiguous procurement policy and following that policy reduces the risk of 
challenges to the decision-making process and may reduce the cost of procuring. It also 
helps retain credibility with suppliers. Clear processes can help ensure that the procurement 
policy is consistently followed. 

2.21 A public entity should be aware of the risk of developing an overly rigid or prescriptive 
procurement policy that effectively fetters its discretion. When developing procurement 
policies and specific tender or proposal documentation, entities need to be aware of the 
risks of limiting their ability to exercise discretion. The risks may be greater when the public 
entity is performing a statutory function in procuring goods or services. 

 Other Council documents relating to this policy  
The following table summarises the relationship between this policy and other documents relating 
to procurement. 

Document Purpose  Current Status 

Financial 
Delegations Policy 

To support safe, efficient and cost-effective 
procurement and payment of goods and 
services. 

In place. To be reviewed 
as other documents are 
developed. 

Procurement 
Strategy 2020  
 

To outline and document the strategies staff 
are to adopt in implementing Council’s 
Procurement Policy.  

Procurement Strategy 
(2017) is in place and will 
be modified.   

Tendering Process 
and Contract 
Management 
Manual  

To provide guidance and operational processes for 
staff engaging in competitive procurement and/or 
involved in managing contracts in order to achieve 
a consistent approach across the Council and 
mitigate process and common risks associated with 
contracts. 

Reviews existing Draft 
Tenders Procedures Manual 
and expands this by adding 
contract management 
guidance.  Under 
development. 

Contract Template 
for infrastructure 
maintenance and 
projects  

To facilitate consistent and efficient 
generation of contract documents. 

Has been developed by 
staff and is being used 

Risk Management 
Policy 

To guide the assessment and direct the 
mitigation approach for risks associated with 
decisions and practices. 

In place 

Protected 
Disclosures Policy 

To set out the means by which Wairoa District 
Council employees can disclose information in 
the manner provided by the Protected 
Disclosures Act 2000 

In place 

Fraud Policy To facilitate the development of controls 
that will aid in the detection and prevention 
of fraud 

In place 
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 Roles and responsibilities 
Role Responsibility 
Council Set the strategic direction and procurement policies  
Council staff Implement strategic direction, provide professional 

guidance on policies, monitor implementation 

 

 Change history 
Amendment(s) Date Updated by and authority 
Updated   

Signed off SLT   

Adopted by Council    
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2 Policy Provisions 

 OAG Principles and Guidelines  

2.1.1 Policy statement 
Procurement shall be carried out in a manner that is in keeping with the Principles and Guidelines 
promoted by the Auditor General. 

2.1.2 Considerations and reasons 
The Controller and Auditor-General (the Auditor-General) is responsible for auditing all of New 
Zealand’s public organisations. The current focus is to improve the performance of, and public trust 
in, the public sector.  

The Office of the Auditor General (OAG) produce case studies and helpful reports on a range of 
issues relating to public entities.  Their 2008 good practice guide remains the key procurement 
guidance document for public entities in New Zealand. 

Their guidelines promote focusing on the goal being sought, keeping processes as simple and 
practical as possible, and consciously seeking to achieve the right balance between risk and 
expected benefit.  This policy statement encourages recognition of the flexibility and spirit and 
intent promoted by the OAG guidance. 

 Probity 

2.2.1 Policy statement 
Procurement is to be conducted with probity. 

2.2.2 Considerations and reasons 
Probity is Conducting business with a strict adherence to a code of ethics based on undeviating 
integrity, uprightness and honesty. 

Probity contributes to sound procurement processes that accord equal opportunities for all 
participants. A good outcome is achieved when probity is applied with common sense. Probity 
should be integrated into all procurement planning and is not be a separate consideration.  It 
enables purchasers and suppliers to deal with each other on the basis of mutual trust and respect. 
Adopting an ethical, transparent approach enables business to be conducted fairly, reasonably and 
with integrity. Ethical behaviour also enables procurement to be conducted in a manner that allows 
all participating suppliers to compete as equally as possible. Procurement processes must be clear, 
open, well understood and applied equally to all parties. 

When probity is put into practice, all suppliers and providers have a fair opportunity, with the 
process being transparent, accountable, impartial and equitable. 

There are five interrelated principles of probity in procurement: 

1. acting fairly, impartially and with integrity 
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2. being accountable and transparent 

3. being trustworthy and acting lawfully 

4. managing conflicts of interest 

5. securing commercially sensitive and confidential information. 

As a public entity, it is important that Council has an ethical, transparent approach with ethical 
behaviour underpinning procurement processes. 

 Value for Money 

2.3.1 Policy statement 
The procurement process, where practicable, is to seek to deliver value for money to the Wairoa 
community by minimising  

• whole of life costs,  
• transactional costs for suppliers and Council, and  
• negative impacts on the local supply chain and well-being of the community. 

2.3.2 Considerations and reasons 
The lowest price does not always result in the most cost-effective services, particularly for high-cost 
long-life infrastructure investments.  Two common examples of not achieving cost-effective services 
through acceptance of the lowest price are poor workmanship and choice of the wrong capital 
solution. For example;  

• Poor workmanship that reduces the life of the product by 20% increases the average whole 
of life expenditure by 25% per annum. 

• Different capital solutions generally come with different whole of life operating and 
maintenance costs.  When these are taken into account the most cost-effective whole of life 
option may not be the option with the lowest initial capital cost. 

Transactional costs are not insignificant for both the Council and suppliers.  This can be particularly 
true for smaller scale contracts.  The costs for Council to prepare documents, advertise, evaluate 
tenders, and award contracts can be nearly as much for a small contract as for one of substantial 
value.  At the same time, costs for suppliers to prepare bids and submit tenders can also be 
substantial.  If there are several tenderers bidding for a contract of say, less than $30,000 in value, it 
is not inconceivable for the total costs of Council and the bidders will be more than the contract 
value.  Transactional costs should be considered when choosing the procurement process 
methodology. 

Council is one of the largest entities within the community and has influence on the health and 
well-being of its citizens.  This includes influence and impact on the local supply chain.  Protecting 
the local supply chain may increase the direct cost to Council and subsequently its ratepayers but 
the overall benefits to the local community of doing so may mean that the additional cost is still 
value for money.  For this reason, the value for money consideration should take into account the 
marginal costs of sustaining the local supply chain and any resulting long-term consequences for 
the community, both directly and indirectly.  This also applies to the next policy statement.  
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Options for achieving value for money include:  
• collaboration with other councils and/or purchasers 
• selecting an alternative delivery model 
• scoping the works differently 
• bundling the contract items differently 

 The Local Supply Chain 

2.4.1 Policy statement 
Where practicable, procurement processes are to consider the sustainable development of the 
local supply chain. 

2.4.2 Considerations and reasons 
It is difficult for communities the size of Wairoa to provide learning and development opportunities 
larger centres can offer.  This often means youth do not have the opportunity to upskill locally and 
consequently move to larger centres for training. It can also mean local businesses struggle to gain, 
train, and retain a skilled workforce.  This in turn makes it challenging for local businesses secure 
specialised Council work.   

Council can adopt methodologies, or processes or include contract conditions that will help develop 
the local supply workforce. Examples are; 

• specifying a requirement to employ and train local residents in large contracts, 
• identifying and nominating a local supplier as a subcontractor for a component of work 
• investing in additional supervision and direction for works of a modest scale 

The second to last paragraph in 2.3.2 above also applies to this policy statement.   

 Management of Risk 

2.5.1 Policy statement 
Risk is to be managed by adopting procedures pertinent to the complexity and scale of work 
involved, and more specifically: 

• Implementing procurement approaches that allocate risk to the party most suited to 
managing it – Council is prepared to accept management of risk where transfer of that risk 
to the suppliers would incur significant additional costs to the community. 

• Developing and implementing risk management plans for high risk procurements. 

2.5.2 Considerations and reasons 
Transfer of risk to suppliers can result in significant, and often unnecessary, cost increases. The OAG 
guidelines note  

Public entities need to identify risks in or around the funding arrangement and to consider 
how to manage those risks. This should not be seen as encouragement to be overly risk 
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averse. The key is to get the right balance between risk and expected benefit, and to do so 
consciously. 

The OAG guidelines further note 

A public entity should be aware of the risk of developing an overly rigid or prescriptive 
procurement policy that effectively fetters its discretion. When developing procurement 
policies and specific tender or proposal documentation, entities need to be aware of the 
risks of limiting their ability to exercise discretion. The risks may be greater when the public 
entity is performing a statutory function in procuring goods or services. 

Council manages contracts of various sizes.  Some of the larger contracts, such as the road 
maintenance contracts, have multiple repeatable tasks of relatively low value and modest 
consequences in the event of failure.  Provided this is the case and procedures are in place to 
address any causes of failure, these contracts can be considered to be of high value and low risk.  
This can be contrasted with smaller contracts of much lower total value requiring specialist 
installation unfamiliar to Council staff with severe consequences if carried out incorrectly. Examples 
of this would be sophisticated water treatment equipment and technologies, or commissioning and 
implementing a new information or accounting system. 

Figure 2 of paragraph 3.12 in the OAG guidelines shows how the risk and value of the procurement 
provides a useful categorisation of goods and services as a means for identifying and developing 
different strategic responses for each category.  

Figure 2: Analysing type of procurement to identify procurement method 

 
This approach can help a public entity to choose an appropriate procurement strategy to address 
the risk and value of the goods or services being procured, and the guidelines provide additional 
details on the categories.   
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This policy recognises that standard contract conditions along with fit for purpose tendering and 
contract management procedures, when properly applied, are useful mechanisms for mitigating 
risk associated with much of the goods and services the Council is procuring.  For this reason, the 
policy limits the requirements for developing and implementing contract specific risk management 
plans to high risk procurements only. 

 Management of Risk – trials and innovation  

2.6.1 Policy statement 
Council is prepared to accept higher risks for the trialling of new products and techniques that 
may ultimately lead to benefits for the community.  

2.6.2 Considerations and reasons 
Council recognises that from time to time trialling of new products, technologies, concepts and 
techniques may ultimately lead to benefits for the community either immediately or long-term. 
Council supports the trial of new technologies as a potential procurement outcome, and accepts 
there is a higher degree of risk to Council in these situations. 

 Transparency and Confidentiality 

2.7.1 Policy statement 
Procurement processes are to be transparent where feasible with successful tender bids being 
disclosed publicly and the range of bids received being disclosed to all bidders except where 
sensitive commercial information is compromised by doing so. 

2.7.2 Considerations and reasons 
The OAG identify openness as a basic principle for procurement and note 

Public entities should be transparent in their administration of funds, both to support 
accountability and to promote clarity and shared understanding of respective roles and 
obligations between entities and any external parties entering into funding arrangements. 

Care needs to be taken when limited bids and/or only a few scheduled items are involved.  In these 
situations, it may be possible for bidders to back calculate their competitors’ rates and evaluation 
scores if a weighted attributes procurement process is involved.    

 Reporting  

2.8.1 Policy statement 
The status of procurement within the District is to be routinely reported to the Finance, Audit & 
Risk Committee. 
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2.8.2 Considerations and reasons 
Elected members are ultimately accountable for the delivery of the Council’s Long Term Plan and 
should be regularly informed of its implementation. Further to this, regular reporting that provides 
a snapshot summary is a useful mechanism for staff to identify, intercept and address problems.  

 Community outcomes 

2.9.1 Policy statement 
Opportunity to further enhance community outcomes is to be considered as part of procurement 
processes.  

2.9.2 Considerations and reasons 
Although Council’s programmed works have considered Council’s Community Outcomes as part of 
the long term and annual planning processes, procurement cannot be done in isolation. In many 
situations the presence of a supplier engaged to deliver a project or service provides a rare 
opportunity at minimal additional cost to enhance community outcomes beyond the enhancements 
that would be delivered by the project or service alone. Where possible Council will leverage off 
procurement processes to help achieve broader strategic goals and have a strategic and linked up 
approach to how services are delivered and support the community’s social, cultural, 
environmental, and economic wellbeing. 

 Implementation  

2.10.1 Policy statement 
The Chief Executive is to ensure appropriate policies, procedures and guidelines relating to 
procurement are in place. 

2.10.2 Considerations and reasons 
As the sole employee directly appointed by Council, the Chief Executive is responsible for ensuring 
Council policies are implemented. 
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3 Procurement Objectives 
The table below outlines Council’s procurement objectives and the relevant policy provisions.  The 
Procurement Strategy develops the approaches to be taken for delivering the objectives 

 

PROCUREMENT OBJECTIVE RELEVANT POLICY PROVISIONS 

To select the right supplier who can deliver 
what is needed, at a fair price and on time. 

• OAG Principles and Guidelines 
• Value for Money 
• Management of Risk 
• Community outcomes 

To deliver best value for money over the 
whole life of the goods, service or asset 

• Value for Money 
• The Local Supply Chain 
• Reporting 

To promote efficient purchasing practices 
and their continuous improvement 

• Reporting 
• Management of Risk 
• Implementation 

To appropriately manage risk in relation to 
purchasing of goods and services 

• OAG Principles and Guidelines 
• Management of Risk 
• Management of Risk – trials and innovation 

To ensure purchases are made in an open 
and transparent manner with full and fair 
opportunity for all eligible suppliers 

• OAG Principles and Guidelines 
• Probity 
• Transparency and Confidentiality 

To ensure that all decisions are robust and 
defendable 

• Probity 
• OAG Principles and Guidelines 
• Reporting  
• Management of Risk 
• Implementation 

To ensure adequate probity – integrity and 
honesty 

• OAG Principles and Guidelines 
• Probity 

To contribute to the achievement of 
community outcomes 

• Community outcomes 
• The Local Supply Chain 
• Value for Money 

To ensure compliance with the requirements 
and guidelines of Council’s Procurement 
Policy, Strategy, and Manuals 

• Implementation 
• OAG Principles and Guidelines 
• Probity 
• Reporting  
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PROCUREMENT OBJECTIVE RELEVANT POLICY PROVISIONS 

To ensure Council’s purchasing activities are 
managed in accordance with its statutory 
and legal responsibilities 

• Implementation 
• OAG Principles and Guidelines 
• Reporting  
• Probity 
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