Doing business with
Nillumbik Shire Council
A guide to better understand how to successfully become
a supplier for local government.
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INTRODUCTION
Trying to understand how to successfully become
a supplier for local government can be quite
daunting. There are a lot of rules and regulations,
and understanding why and how decisions are made
is important.
This guide is designed to encourage potential suppliers
to form profitable, long term partnerships with councils.
For existing suppliers, this guide should also help to
reveal why councils work the way they do.

As an indication the top categories of supplier payments
during the 2009-10 financial year were:
Nillumbik Shire Council expenditure (2009-10)
$4.395 million Contractors and builders
$1.690 million Environmental Works
$1.378 million Fleet and Plant
$1.368 million Waste reduction and disposal
$1.343 million Health Services

What is ‘procurement’?

$1.200 million Utilities

Procurement is simply buying products, services and
works. While textbooks have been written on the
subject, it just comes down to councils trying to get
best value when spending public money, in a way that
is fair and transparent for everyone.

$1.154 million Sportsground/open space maintenance

Councils have to follow certain rules set down by
the State Government, operate under the Local
Government Act, and also have to follow rules that their
own Councillors have decided on.
Councils spend money on a huge range of things - from
roads, footpaths, recreational and community facilities,
parks and trees; to heavy vehicles, office equipment,
professional services, utilities and more.

Procurement factors
When trying to decide how to best spend public money,
councils take into account a range of factors;
1.
2.
3.
4.
5.
6.
7.

Quality and performance
Value for money
Community expectations and values
Balance of affordability and accessibility
Opportunities for local employment growth
Partnership building with other levels of government
Environmental sustainability.

QUICK TIP about gifts and hospitality
Offering gifts, favours or entertainment to council officers or Councillors
is frowned upon, and is illegal. Positive business relationships are to be
developed through superior product and service delivery.
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COUNCIL PROCUREMENT AND THE LAW
The Local Government Act

Council procurement policies

Councils are subject to the Local Government Act 1989
(The Act). Amongst other things, this State Government
legislation says that the way councils purchase goods
or services depends how much is being spent. Section
186 states that purchases of goods and services above
$150,000 (or works above $200,000) must go to public
tender, which can be quite a lengthy and involved
process. There are also State Government guidelines
about how much councils can spend over time with any
supplier without a contract, or without testing the
market for best value.

The Act also requires each council to develop their own
set of rules for buying goods and services, called a
Procurement Policy. Usually, this will contain other cost
benchmarks. For example, a council may require three
separate quotes for purchases between $10,000 and
$150,000 or $200,000 for works.

Under certain conditions though, councils can be
exempted from the procurement provisions of The Act:
• In emergency situations, such as bushfire,
Council can make immediate purchase decisions
regardless of the value
• Councils can outsource a tender to a third part,
who can run the tender on their behalf;
• Where the Minister for Local Government has
given permission
• Where the goods or services is specifically
exempted by the regulations, such as legal
services.
Of course, councils must also adhere to other Federal
and State regulations governing their entire range of
operations, including Occupational Health & Safety law,
tax law, applicable Australian Standards and more.

The Nillumbik Shire Council procurement policy is
available at www.nillumbik.vic.gov.au .
It’s a good idea to get your hands on the policy so you
know upfront what the council has to do when buying.
The purpose of these procurement policies is to:
• Ensure a standard process for purchasing across
the entire Council
• Demonstrate to ratepayers that they are being
careful in spending their money
• Ensure that councils are being ethical,
transparent, fair and honest when purchasing;
• Try and get the best possible result across a
range of factors, including best value.
Ethical standards
Communities rightly expect the highest levels of good
governance and ethical standards from all levels of
government. As a result, councils take any suggestion
of anti-competitive, collusive, dishonest or corrupt
behaviour very seriously. All suppliers to councils
are expected to maintain the highest standards of
behaviour and avoid all conduct that does not promote
fair competition and dealings. Legislation limits council
officers from receiving gifts, entertainment or services
of a value that may exceed $500 over the course of a
five year period. Additionally, councils have separate
gift policies they must adhere to. Anything that may be
construed as an attempt to gain preferential treatment is
strictly prohibited.
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METHODS OF PROCUREMENT
Quotes

Public tendering

Local councils will often seek quotes from suppliers.
Typically, councils will get at least three quotes for
purchases between $5,000 and $150,000.

Really, a tender is just a more formal quote process.
There are more rules, and it needs to be publicly
advertised, usually in a newspaper, but essentially, a
council invites all interested suppliers to put a bid in to
supply the goods or services or works needed.

At Nillumbik it is policy for officers to obtain written
quotes of:
• One or more for purchases up to $5,000 in value
• Two or more for purchases between $5,000 and
$20,000 in value
• Three or more for purchases between $20,000
and $150,000 ($200,000 works) in value.

The rules of engagement are clearly stated within the
tender documents that are prepared by the council. A
tender will also clearly set out what the council needs,
and on what criteria the council will be comparing and
basing their decision on. To be successful, you must
carefully address each criteria.

Quotes do not need to be publicly advertised,
and Council officers will usually contact suppliers
directly to seek a quote when the need arises.
Suppliers are able to contact council officers to discuss
a quote without restriction. This is different to a tender,
which has strict rules regarding direct contact. Keep
in mind that councils deal with literally hundreds of
suppliers across thousands of products and services,
so be sure that any contact is absolutely necessary to
respond to the quote accurately.

QUICK TIP
Be careful when approaching Councillors
regarding procurement. Councillors have
strict conflict of interest rules governing their
involvement in commercial dealings, and it is
the council officers who are responsible for
purchasing and tendering operations.
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TYPICAL TENDER PROCESS
Council develops a tender based on need

Tender advertised publicly

Tender accessed by interested suppliers

Tender response forms filled in by supplier

Tender response submitted to council by supplier

Council officers evaluates all responses received,
using weighted selection criteria

Council officer evaluated suppliers and recommends
supplier/s to award. Council approval needed
for contracts in excess of $150k ($200k works).
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Request for information / Expression of interest

Becoming a contracted supplier

Often referred to as an RFI or EOI, they are used by
councils to explore the ability of the market to
supply specific and unique requirements.

Terms can vary between councils, but usually these
suppliers has successfully participated in a tender
process, thoroughly market tested and compliant with
all requirements. A ‘non-contracted supplier’ has not
been tested through a tender process, but is invited to
provide a quote for a specific product or service up to a
certain value.

It is usually the first stage of a complex tender and
allows councils to prequalify suppliers who
are likely to be capable of fulfilling the council’s
requirements through a formal tender.
Aggregated procurement
From time to time, groups of councils may choose to
go to market together to drive bulk discounts. Besides
better prices, having just one tender for a number of
councils reduces administration, saves time and saves
money for everyone involved.

Councils often maintain a ‘panel’ of suppliers for indemand products and services. This allows them to
pick and choose the best supplier for the job, or use
whoever provided the best service. Being appointed
to a panel does not guarantee any work, only that the
supplier becomes a legitimate ‘contracted supplier’
option for council staff to use.

Third party organisations, like MAV Procurement or
Procurement Australia (PA), are able to conduct
Aggregated tenders on behalf of councils, once they
receive written permission. At the end of the tender
process, those councils can use the successful
suppliers if they wish, but they can still choose to run
their own separate process if they believe the outcome
is unsuitable.

QUICK TIP
Suppliers that are keen to do business with
councils should find out when the major
contracts they are interested in supplying are due
to expire, so they are ready for the next tender.
Incumbent suppliers are not provided any
preferential treatment or consideration. Tenders
are a competitive process and once a contract
expires, a clean slate is given to all with respect
to the new tender.
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CRITICAL FACTORS
Some things councils expect from suppliers are not
negotiable, and must be in place to win council work. It
depends on the sorts of products and services supplied
(including works and construction), but things like
appropriate training, relevant accreditation and licenses,
and up-to-date insurance cover are common legal and
procedural requirements. If they are requested, you
must include them.

Insurance

Occupational health and safety

It’s not just to create more paperwork, it’s to protect the
council, the community and the supplier if something
goes wrong. Suppliers must also be careful to ensure
that the entity covered by their insurance policies is
actually the one contracting with council, rather than,
for example, a trust.

Councils see the health and safety of all people in a
workplace of the highest importance, and they expect
their suppliers and contractors to make things as safe
as possible. When suppliers are asked to prove how
they manage OH&S, the standard expected will depend
on the type of work being undertaken and the risks
involved. Expectations may range from a fully certified
OH&S management system to simply having a one
page OH&S policy.
Councils have the right and ability to audit suppliers’
OH&S policies and procedures at any time over the
life of the contract, and in some instances, can also
physically inspect worksites. Failure to have adequate
OH&S policies in place will fail a tender application,
regardless of the quality of the rest of the tender.

All businesses should maintain the relevant and
appropriate insurance cover. Councils usually require
proof of public liability coverage, but additional policies
may also be required. Insurance coverage is expected
to be maintained throughout the duration of the
contract or engagement, and documentation must be
available to councils at all times.

Quality assurance
Community expectations of Councils services have
never been higher. As a result, suppliers to local
government must have proper quality assurance
processes and procedures in place.
As always, the level of QA expected will depend on
what is being delivered. The higher the value and risk,
the greater the expectation.
Of course, it goes without saying that suppliers must
ensure that they are delivering what was asked for in the
quote or tender specification, matching or exceeding
the council requirements. Should anything go wrong or
a problem arise, suppliers should also be able to show
how they will fix any issues quickly and efficiently.
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Important selection criteria for evaluation
Councils will not base their choice of supplier on cost
alone. An important factor is the ability of the supplier
to provide the product, service or work to the standard
expected, as outlined in any tender specifications or
quote. Price then becomes an important consideration,
but only once the supplier is identified as having the
skills and resources required. Some other factors
include local economy support, environmental
sustainability and social responsibility.
Supporting local business
To help support local businesses and the local
economy, councils will try to direct business
through local and regional partners. But they also have
to balance other factors as well, such
as price, so the relative importance given to community
and social procurement goals will be
documented and detailed as part of the evaluation
selection criteria in the tender request.
Environment and sustainability
Positive environmental outcomes are increasingly
important to councils. All things being equal, suppliers
offering green credentials and environmentally friendly
practice will be more favourably considered.

Social procurement
A fairly new area in procurement, councils are realising
that they can use their buying power to generate
positive social outcomes for their communities, on top
of getting best value for goods and services.
As a result, more and more, councils are expecting
potential suppliers to show how they can
help councils promote the economic and social
wellbeing of their communities. As always,
this expectation varies between councils, and often
depends on the type of contract being tendered.
Some examples of social procurement are:
• employing local workers
• employing economically disadvantaged and
socially marginalised constituents
• using local sub-contractors and contractors
• using local materials suppliers; and
• showing a commitment to corporate social
responsibility (e.g. treating employees fairly and
respectfully).

Some councils and particular tenders place more
weight on environmental factors than others, but
councils always look favourably upon suppliers
who have:
•
•
•
•

A green product and/or service
Low environmental impact
Responsible waste disposal and
Sustainable methods of production/service.

It is understandable that not all suppliers have formal
environmental accreditation, especially
smaller organisations. In many cases, showing a
legitimate commitment to sustainability is a
big step to winning council business.

QUICK TIP
While a considerable amount of time and
expense must be invested to fulfil the
expectations of a tender, achieving these criteria
will place you in a good position to secure the
business on offer. It also provides the foundation
to help you win business in other sectors too.
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FREQUENTLY ASKED QUESTIONS
How do I find out about tender opportunities?
There are a variety of ways to find out about upcoming
tenders. If you are looking at doing business with
Nillumbik Shire Council, please visit www.nillumbik.vic.
gov.au to view upcoming tenders.
Another way is to keep a look out for tender
advertisements in the newspapers. Nillumbik Shire
Council publishes tenders in the “local government
tenders section” of “The Age” newspaper, Saturday
Edition only so you don’t need to worry that it might not
be publicly advertised.
Submission deadlines for tenders are strict. If a tender
is submitted late, it will not be considered. So allow for
any errors that may occur, human or technological, and
submit tenders as early as possible before the deadline
in the correct format. It is also important to be aware
of any AEST time differences and the effect of daylight
savings to ensure you submit/lodge by the correct
closing time.
When responding to a tender, ensure to answer all the
requirements to the best of your ability. Tenders that fail
to answer all requirements are listed as non-compliant,
which severely limits your chances of success.
I’m a small business – it looks difficult reaching
some of these benchmarks...
Don’t be so sure. Councils don’t expect everyone to
have International Standard or best practice systems
in place, especially small local businesses. So think
about how your company or business is doing even
the smallest things to address areas like corporate
responsibility or risk management, or environmental
factors. You gotta be in it to win it!
Can I submit a non-compliant tender?
Yes, but usually only if you also include a compliant
tender as well. You may be able to provide a better
model of service or product than what is being asked
for, but you must address what is called for in the
tender specification before you offer the alternative.
		

Tender submissions lodged into Council are
held in a secure, restricted tender box and not
removed by Council until the advertised closing
date and time.

How do I respond to a tender?
Instructions for responding to a tender can be
found in the tender documents, conditions of tender
requirements.
Who else can find out about my offer?
Submissions are treated confidential and any
information submitted in a tender will not be distributed
or discussed with external parties. Submissions
will only be viewed by council staff and specialised
consultants responsible for evaluating and making
recommendations concerning the tender.
Why do councils want me as a supplier?
Councils want you as a supplier because competition
provides better outcomes. Councils are always on the
lookout for new and innovative suppliers who can help
them improve. And for many councils, contributing to
the local economy is considered an important function
of local government.
If my submission is unsuccessful, can I find out
the tender results or obtain feedback on my
submission?
Some councils publish tender results on their council
website, with varying degrees of detail. You can contact
the council officer for further information regarding your
submission.
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Is being a local supplier an advantage?
Many councils including Nillumbik Shire Council
prefer to buy local to support their community
financially. But this is not the only consideration when
choosing a supplier – if a ‘non-local’ supplier has a
considerably more attractive quote, the council may
decide the saved money and superior result is of
greater value to the local community.

QUICK TIP
The Victorian State Government
Department of Planning and Community
Development (DPCD) has created a
comprehensive guide regarding the issue
of social procurement. To read further on
this issue, visit www.dpcp.vic.gov.au .

Why do council decisions take so long?
Well, it depends on the type of decision required. A
decision to award a quote, or place a direct order for
low value items can be very quick indeed. But more
important decisions, particularly where significant sums
of money are involved, tend to take significantly longer.
As an example, most publically advertised tenders
remain open for at least 18 days. Then depending on
the number of tendering suppliers and the nature of the
Tender evaluations can take months to be completed
by staff responsible for other Council functions as well.
Some tender recommendations have to be accepted by
a formal meeting of the elected council, which are usually
scheduled monthly. So timelines can stretch out, but
it’s important to take the time to get the decision right.
Councils have to be very careful with public money.
Is doing business with the council complicated?
The more the potential business is worth, the more
complex the process becomes. For example, supplying
refreshments for a small shire may just be a matter of
introducing yourself and supplying a menu. For large
catering contracts worth hundreds of thousands of
dollars, a tender may be required.

RESOURCES
DPCD’s Guide to Local Government
DPCD’s Procurement Best Practice Guideline

About local government
Local government in Victoria is responsible for
$6.2bn in annual revenue, manages $55bn in
public assets, caters to the needs of 5.5m
Victorian residents, and has a workforce of more
than 42,000 employees, delivering over 100
diverse services.
The 79 councils across Victoria are elected by
the local community to represent their needs,
and are expected to manage their affairs in a
transparent way.
As a result, local government is rightly held to high
standards in the management of the public purse
and to principles of good governance. Procurement
is a key function to ensure that community needs
and expectations are being met in an efficient and
cost effective manner.
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