SOP Template: Vendor Selection and Purchasing
Guidelines

This SOP details the vendor selection and purchasing guidelines, covering the criteria for evaluating potential vendors,
procurement processes, approval workflows, contract negotiation, quality assurance standards, cost management, and
compliance with company policies. The goal is to establish a consistent and transparent process for selecting reliable
vendors and making informed purchasing decisions that align with organizational objectives and budget constraints.

1. Purpose

This SOP establishes a standardized process for selecting vendors and executing purchasing activities to ensure quality,
compliance, and cost-effectiveness aligned with the company's objectives.

2. Scope

This procedure applies to all employees involved in vendor evaluation, procurement, purchasing, and contract management
within the organization.

3. Responsibilities

Procurement Team: Manages vendor identification, qualification, and purchasing process.
Department Heads: Approves purchase requisitions within allocated budgets.

Finance Department: Reviews and approves expenses and payment processing.

Quality Assurance: Verifies compliance with quality standards.

4. Vendor Evaluation Criteria

Criteria Description

Reputation & Reliability Vendor's track record, references, and market reputation
Quality Standards Compliance with required quality specifications, certifications
Pricing & Cost Structure Competitive pricing, payment terms, and overall value
Capacity & Capability Ability to meet demand, timelines, and specifications
After-Sales Support Warranty, service, and support options

Compliance Adherence to regulatory, ethical, and company policies
Location Proximity and logistics considerations

5. Procurement Process

Needs Identification: Requesting department submits a purchase requisition specifying requirements.
Vendor Shortlisting: Procurement team identifies vendors based on evaluation criteria.

Request for Quotation (RFQ): Solicit quotations/proposals from shortlisted vendors.

Quotation Evaluation: Compare quotations based on price, quality, and other relevant factors.
Vendor Selection: Select vendor(s) based on evaluation results and obtain necessary approvals.
Purchase Order (PO) Issuance: Issue PO to selected vendor(s).

Order Fulfillment: Vendor delivers goods/services as per PO. Receiving department verifies delivery.
Payment: Finance processes payment as per agreed terms upon successful delivery and inspection.
Performance Review: Periodic evaluation of vendor performance for ongoing improvement.

©COoONOIO AWM=

6. Approval Workflow

¢ Purchases up to $X: Department head approval.
¢ Purchases $X&€“$Y: Department head and procurement manager approvals.



¢ Purchases above $Y: Additional approval required from finance or senior management.

*Thresholds to be defined according to company policy.

7. Contract Negotiation & Management

¢ Review terms for pricing, delivery, confidentiality, penalties, and warranties.
e Ensure contracts are signed by authorized signatories.
¢ Maintain a record of agreements and conduct periodic reviews for compliance and renewal needs.

8. Quality Assurance Standards

e Ensure all purchased goods/services comply with company and regulatory quality standards.
e Conduct incoming inspections as needed.
e Document and address any instances of non-conformance.

9. Cost Management

¢ Monitor and control expenses within approved budgets.
¢ Record and report cost-saving initiatives achieved through vendor negotiations or alternative sourcing.

10. Compliance

Adhere to the company's code of conduct and procurement policies.
Ensure all procurement activities comply with local laws and regulations.
Maintain transparency, avoid conflicts of interest, and document all significant decisions.

11. Documentation and Records

Maintain records of vendor evaluations, quotations, purchase orders, contracts, and approvals as per company records
management policy.
Retain documents for a minimum of X years or as required by relevant regulations.

12. Review and Continuous Improvement

Review this SOP annually or as needed to incorporate improvements, changes in regulation, or business requirements.

13. References

Company Procurement Policy
Code of Ethics

Quality Assurance Manual
Relevant Regulatory Guidelines
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