
Overview

Effective contracting is an important element in 
the success of the University. Departments play 
a key role in making the University’s devolved 
system of financial accountability work effectively.                           

The University’s policies and procedures relating 
to financial delegations provide the applicable 
framework. In this framework, contracts are 
divided into three categories:

Category One:  Purchase contracts with  
 suppliers to the University for  
 goods and services.           

Category Two:   Research, commercial or  
 teaching contracts involving  
 the provision of goods or  
 services by the University. 

Category Three:   All other contracts (except  
 employment agreements).        

You should be familiar with each category of 
contract and the applicable approval process.                                                          

What are the main things to be aware of?

Category 1 – Purchase contracts with suppliers 
to the University

Category 1 contracts can be approved and 
signed by the person with the delegated 
authority to expend the budget to be charged 
with the goods and/or services being purchased. 
The  delegations are set out in the Schedule 
of Financial Delegations [www.otago.ac.nz/
financialservices/about/otago029592.html]. As 
Head of Department, you are the ultimate budget 
holder for your Department. You, in turn may 
delegate financial authority down to those staff 
that are responsible for sub-budgets within your 
Department (remembering to notify the Financial 
Services Division using the approved form). 

It is important to note that Category 1 contracts 
that extend beyond the budget year or make 
commitments beyond the budget year are 
considered to be Category 3 contracts. 

The University has developed a set of standard 
purchase order terms and conditions. Orders 
can be made using the purchase order book or 
one of the on-line ordering systems available to 
staff. Each order can either amount to a separate 
contract on the terms of the order or you can 
put in place an ongoing contractual arrangement 
(still using the standard purchase order terms 
and conditions). The Procurement Procedure 
[www.otago.ac.nz/financialservices/procedures/
otago003254.html] has a section entitled 
Contract Agreements that sets out the applicable 
requirements and risks.                              

The University has a number of preferred 
suppliers that must be used for particular items. 
You should obtain details of these from the 
Procurement Office. 

Health & Safety is obviously an important issue 
for the University and it operates a ‘Compliant 
Contractor’ process for any contractor 
working at the University. See the Health and 
Safety website for full policy content [www.
otago.ac.nz/healthandsafety/oshmanagement/
contractorspolicy.pdf ].

Tips

•	 Ensure	that	you	have	a	good	understanding	
of the types of contracts within your 
Department that fall within Category 1.    

•	 Be	aware	that	specific	risks	arise	from	the	
use of consultants (for example failure to 
set out proper terms of reference or clear 
deliverables). [Engaging legal advisors requires 
the agreement of the Chief Operating 
Officer or the Vice Chancellor].

•	 Be	aware	that	contracts	can	be	made	verbally	
or through an exchange of e-mails or have 
verbal terms and that the University may be 
legally bound by statements made by you or 
others in your Department. 

•	 Fully	read	the	Purchasing	section	of	the	
Financial Policy and Procedures Manual 
including the legal aspects of purchasing. 

•	 Contact	Property	Services	if	your	
requirements relate to land or buildings.                                                                     

Category 2 - Research, commercial or teaching 
contracts 

Category 2 contracts have the potential to 
expose the University to signficant legal liabilities. 
In addition, failing to appropriately document 
arrangements can cost the University and your 
Department significant amounts of lost income 
through missed opportunities.    

For this reason, all Category 2 contracts must, 
regardless of value, be submitted to the Research 
& Enterprise Office for approval and signing by 
the Deputy-Vice Chancellor Research or their 
delegated authority (the Director, Research and 
Enterprise can authorise and sign research and 
commercial contracts with a value of up  
to $50,000).

For research funding, once an application for 
funding is successful, the Research & Enterprise 
Office will work with your staff to put in place 
any contract required. This assists with making 
sure that issues such as confidentiality, liability, and 
intellectual property and publication rights are 
adequately dealt with in a consistent way. 
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Staff should make contact the Research & 
Enterprise Office sooner rather than later if they 
are proposing to enter into any other Category 
2 contract.

Tips

•	 Ensure	that	the	processes	in	your	
Department are consistent with the above.   

•	 Be	aware	that	any consultancy activities 
undertaken by staff will give rise to a 
Category 2 contract. 

•	 If	you	are	asked	to	review	a	Category	2	
contract, check the basics (parties correctly 
described, clearly defined deliverables, cost 
and pricing clear and correct, extent of any 
liability and indemnities, acceptable clauses 
dealing with intellectual property and 
publication of outcomes).                  

Category 3 - Other contracts

To manage risks associated with these more 
uncommon arrangements, all Category 3 
contracts regardless of value must be submitted 
to the Chief Operator Officer or their delegated 
authority for final approving or signing. 

Frequently asked Questions

When do Category 1 contracts need to go out 
to tender?       

The University should always strive to achieve 
the best prices available for given levels of service, 
quality and value of money. This process may range 
from obtaining competitive quotes to competitive 
tendering. As a general rule, tenders should be 
called wherever the value of the goods or services 
exceeds $50,000 or the annual amount spent 
with any one vendor exceeds $100,000 per 
annum. The University Procurement Office has 
published a policy and set of guidelines that assist 
in determining when purchases should be made 
through a competitive tender process [see www.
otago.ac.nz/financialservices/forms/  at “Tendering 
Process Guidelines”].

 

What is the difference between an independent 
contractor and an employee?

The Human Resources Division of the University 
has developed an Agreement for Contract for 
Services and associated guidelines [insert link 
to guidelines]. This contains a comprehensive 
discussion on the differences between an 
independent contractor and an employee.    

What should I do if I or another member of 
staff has an interest in a supplier or other 
relationship?

The University has a policy dealing with conflict 
of interest [www.otago.ac.nz/administration/
policies/otago003123.html]. Staff should disclose 
all actual or perceived conflicts of interest to you 
and you have a number of options, ranging from 
giving written approval for that staff member 
to continue through to re-organising the duties 
of that staff member to remove the conflict of 
interest. If you personally feel you have an actual 
or perceived conflict of interest you should 
contact the Chief Operating Officer. 

Can I or my staff accept gifts or benefits from a 
supplier?

The University has decided that the New 
Zealand Public Service Code of Conduct 
is appropriate for the University. Under this 
code, while there is not a blanket ban on gifts 
and benefits there is a clear limit as to what is 
acceptable and what is not. Further information 
can be obtained from the University’s Guidance 
on	Acceptance	of	Gifts,	Benefits	and	Gratuities	
[see www.otago.ac.nz/administration/policies/
otago003210.html].     
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