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Government procurement
rules

These rules are the Government’s standards for sourcing. From
1 October 2019, public sector agencies will leverage procurement
to achieve economic, cultural, environmental and social outcomes.

+ The Government would like to contribute to the wellbeing of + The Government has created a Procurement Charter and
New Zealanders by using public sector expenditure to target a Supplier Code of Conduct to outline expectations of
public value and promote inclusivity, transparency and agencies, suppliers and in its supply chains
sustainability + The new rules come into effect on 1 October 2019. Agencies

+ The 4th Edition of the Government Procurement Rules are expected to build the Principles, Charter and Supplier
expands on five headline Principles Code into sourcing

+ The changes include new rules targeting public value through
considerations about the cultural, social, environmental and
economic outcomes that can be achieved

Government sourcing objective: public value

The whole of life cost of
the good or service
Benefits to Maori, Pasifika
Market and supplier skills . . .
. Public value and regional businesses,
training and development X A
and social enterprises
. . ~ . Support a low-emissions
Partnering with Maori Environmental
and low-waste economy

) Existing focus @ New procurement objectives - effective 1 October 2019

Meet agency objectives and
deliver them appropriately
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Key takeaways for
Government suppliers

We have identified some key changes suppliers can expect over
the coming months.

Secondary considerations Monitoring and compliance

Suppliers can expect weighted criteria on Agencies now have to monitor broader
meeting the broader outcomes targeted by outcomes and issues relating to supplier

the Government, including specific contract conduct. This means that suppliers need to
clauses. However, priorities will vary by demonstrate monitoring and reporting is in
agency and by spend category. place and share this with agencies.
Innovation Priority areas/contracts

The conversation on innovation has The Government has designated seven
already started. Agencies are already priority areas. This will create opportunities for
using open questions about innovation suppliers to increase their market share through
as weighted questions in RFPs. improving priority outcomes.

Supply chain implications

Do you know your supply chain - really?
The Supplier Code of Conduct and
targeted broader outcomes won't just
apply to your company, but also to your
subcontractors and suppliers within New
Zealand. Even though the international
supply chain requirements are lighter,
demonstrating compliance would be
preferred. This is likely to favour New
Zealand production and clear well-
controlled supply chains.
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The Procurement Charter

This is a new statement setting out the Government’s expectations
of agency sourcing. We looked at how each might impact
suppliers.

Seek opportunities to include Openly work to create We expect contracts previously dominated by international suppliers to be opened
New Zealand businesses opportunities for local up to New Zealand companies. This could be in the form of opportunities to partner
businesses to participate in with large international suppliers or aspects of contracts being split out for New
supply chains. Zealand businesses.

Undertake initiatives to Encourage transition to a Suppliers can expect minimum sustainability requirements for contracts,
contribute to a low emissions low emissions, low waste specifically in office supplies waste, heating systems and fleet. Agencies are likely
economy and promote greater [CteleltelyIT8 to set their own minimum environmental standards in areas important to them.
environmental responsibility

Look for new and innovative Give businesses the Suppliers can expect less prescriptive requirements in procurement processes and

solutions opportunity to demonstrate more open questions about how they can bring innovative ideas into the area in
their expertise. question.

Engage businesses with good Ensure compliance with Compliance to the supplier code of conduct will be a minimum expectation set.

employment practices employment standards and Non-compliance might be grounds for termination, depending on situational and
good conduct. contractual terms. Suppliers can expect the code to be included in new contracts

and renewals.

Promote inclusive economic Engage with Maori, Pasifika  Suppliers will be encouraged to use Maori, Pasifika and regional businesses, and
development within New and regional businesses, social enterprises to deliver services. Traditional national contracts are likely to be
Zealand and social enterprises. challenged to use more inclusive delivery models.
Manage risk appropriately Responsibility for managing  This should result in more shared risk arrangements between agencies and
risks should be with the suppliers. We expect fewer contracts with take-it-or-leave-it risk clauses
party best placed to (particularly in construction) and more support for smaller suppliers not able to
manage it. spread supply risks.
Encourage collaboration for Collaborate across Suppliers can expect more partnering between agencies and their suppliers,
collective impact agencies, businesses and along with other community, Iwi and industry organisations. There is a focus
other organisations. on knowledge and skill growth so suppliers who can work with a variety of

stakeholders and related organisations to deliver wider upskilling and benefits will
be preferred.

Source: Government Procurement rules 4th edition - Procurement Charter, Grant Thornton insights.
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The Supplier Code of Conduct

The Government has formalised a Supplier Code of Conduct
comprising the minimum expectations of suppliers and supply
chains. Individual agencies may expand on and be more
prescriptive with their supply chains.

+ The Government has formalised a Supplier Code of Conduct  + Suppliers might have to provide evidence of their compliance

for all suppliers covering five key areas. All agencies must with the Code throughout New Zealand supply chains. Non-
implement this, or their own code of conduct immediately compliance might be grounds for termination, depending on
« Suppliers could be excluded from participating in a contract the situation and contractual terms
opportunity if there is evidence of non-compliance to the .

Code

Suppliers are expected to monitor human rights breaches
and take reasonable steps to resolve any issues that come to
their attention in international supply chains

Ethical The Government expects its suppliers to:
behaviour .

manage themselves with integrity in accordance with laws, regulations and ethical standards
* notengage in any form of corruption
* be transparent about their ethical policies and practices.

Labour and The Government expects its suppliers to:
human rights » adhere to international human rights standards in their workplace, and monitor and address these standards within their

supply chain
» comply with New Zealand employment standards and refrain from unlawful discrimination.

Health, safety The Government expects its suppliers to:

and security * maintain healthy and safe work environments and comply with all laws and regulations
+ comply with any security requirements notified to them by the Government

+ adequately protect any items provided by the Government and return these promptly.

SOELTNELIC I The Government expects its suppliers to:
sustainability + conduct their business in accordance with applicable laws, regulations and standards regarding the mitigation of impacts

on, and protection of, the environment

Corporate
social
responsibility

» work to improve their environmental sustainability and reduce their environmental impacts.

The Government encourages its suppliers to be good corporate citizens and contribute positively to their communities. Some
suggestions are:

+ pay their subcontractors promptly

+ consider including local, Maori, and pasifika businesses to deliver the contract.

Sources: Government Procurement Supplier Code of Conduct, Procurement.govt.nz guidance, Grant Thornton summary.
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Secondary outcomes

The Government has specified seven focus areas to leverage key
secondary outcomes from specific industries and contracts.

ICT services/computer
software

Construction

Cleaning, security
services, forestry

All contracts
(particularly forestry &
construction)

Light vehicles

Access for New Zealand
businesses*

Construction skills and
training

Employment standards

Health and safety

Reducing emissions: fleets

New Zealand businesses will be offered more opportunities from agencies to participate in
Government services, particularly in ICT.

For construction contracts over $9 million (whole-of-life costs), suppliers can expect a weighted
consideration of skills development and training practices of staff and subcontractors. The
Government would like to see both staff and subcontractors upskilled. This could be in the form
of industry trainings, progression pathways or one-off courses for the workforce.

Suppliers will need to demonstrate compliance with employment standards (with a focus on low
wage employment) through domestic supply chains. The employment focus is on employees
and sub-contractors who are employed as cleaners, security staff or forestry workers.

All suppliers must comply with their responsibilities under Health and Safety at Work Act 2015.
Suppliers will have to demonstrate that they, and their domestic supply chain, demonstrate
good health and safety practice.

Motor vehicle suppliers should note that agencies are required to purchase vehicles that are

20% below their current emissions profile. The Government has a big priority to increase its EV
fleet. Agencies may also request information from other suppliers about fleet emissions.

Heating systems

Reducing emissions: heating Suppliers should note that agencies must buy low emissions heating options. More efficient

heating systems will be prioritised in Government sourcing.

Office supplies providers should note that agencies must purchase items that produce low
amounts of waste and/or are recyclable through the All-of-Government panel. There will be more
opportunities for suppliers who offer recyclable office equipment and supplies.

Office supplies Reducing waste

Sources: Government Procurement rules ltth Edition, Procurement.govt.nz guidance, Cabinet minute (CAB-18-MIN-0516.01) from 23 October 2018.

*Note: The definition of a New Zealand business is defined as, a business that originated in New Zealand, is majority owned or controlled by New Zealanders,
and has its principal place of business in New Zealand.
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Next steps for suppliers

What current and future Government suppliers should be doing
right now.

Accountability

State your intent

Take stock Define your aspiration

You don’t know what you
don’t know. If you got
audited tomorrow, what
could be found?

Get an independent party
to undertake an internal
audit and provide a clear
baseline for improvement

Set targets for where
you'd like to get to. Map
out what the journey
looks like

It’s okay if you're not
perfect right away. Be
ambitious about targets,
but realistic about the
journey

Consider any
fundamental shifts in
thinking required - these
should be led from the top
Consider what
improvements could be
measured and reported

Go public with what you
would like to achieve and
what your journey will be
to get there

Invite externals to help

- whether they are your
suppliers or agencies
themselves

This will be far more
powerful than trying

to communicate your
intent and achievements
when bidding for the next
contract

Don't skip straight to

this step, this could be
seen as empty words or
result in well-meaning but
impossible targets

Regularly track your
performance (both
quantitative and
qualitative)

Publish your progress and
socialise it internally

This is the best indication
that you are serious about
this and you will be far
more likely to actually
achieve your targets

Government procurement rules
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Procurement specialists at

Grant Thornton

Get in touch if you would like to discuss how to best position your
company to win Government contracts.

Michael Worth

Partner, Operational Advisory
M +64 21 623 4kt
E michael.worth@nz.gt.com

Michael leads Grant Thornton New Zealand’s procurement
offering and has advised a number of agencies about
procurement best practice and Government procurement rules
from strategy through to implementation.

Elisha Nuttall

Manager, Operational Advisory
M +64 27 201 7398
E elisha.nuttall@nz.gt.com

Elisha specialises in helping organisations achieve value through
operational decisions. He has assisted a number of Government
agencies and private businesses achieve more strategic value

from procurement activity.
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About Grant Thornton

We’re a network of independent assurance, tax and advisory
firms, made up of 53,000 people in over 135 countries. And we’re
here to help dynamic organisations unlock their potential for
growth.

Grant Thornton New Zealand is a nationall, fully integrated firm and is organised into six main service lines. We offer a broad range
of professional services and an exceptional client experience. In addition to traditional accounting, audit, assurance and tax services,
we also focus on business advisory, information technology, business risk services, government advisory, performance improvement,
insolvency services, corporate finance and transaction advisory services.

Grant Thornton New Zealand

3 offices 000 \ 250. S \ 35

Auckland, Wellington
and Christchurch

staff nation wide partners

Grant Thornton Global

Europe

244 offices
15,201 people 27 Middle East

CIs

18 offices
14 offices 1,089 people
753 people

Americas

309 offices
16,815 people

Africa

43 offices Asia Pacific

2,643 people 117 offices
16,185 people

000
'
@ Our distinctive client experience @

sets us apart US $5.45bn 53,000+ 700+ 135+

(2018 revenue)  people offices countries
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Auckland

L4, Grant Thornton House
152 Fanshawe Street
Auckland 1140

T +64 9 308 2570

F +64 9 309 4892

E enquiries@nz.gt.com

Wellington Christchurch

L15, Grant Thornton House L3, Grant Thornton House
215 Lambton Quay 134 Oxford Terrace
Wellington 6143 Christchurch 8140

T +64 4+ 474 8500 T +64 3 379 9580

F +64 4+ 474 8509 F +64 3 366 3720

E enquiries@nz.gt.com E enquiries@nz.gt.com

( t Th t © 2019 Grant Thornton New Zealand Ltd. All rights reserved.
ra n O rn 0 n Grant Thornton New Zealand Ltd is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the

member firms are not a worldwide partnership. Services are delivered by the member firms. GTIL and its
member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts

An |nst|nct for growth or omissions. Please see www.grantthornton.co.nz for further details. This report is general in nature and its

brevity could lead to misrepresentation. No responsibility can be accepted for those who act on its content
without first consulting us and obtaining specific advice.

www.grantthornton.co.nz
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