The Auditor-General
ANAO Report No.48 2014-15
Performance Audit

Limited Tender Procurement
Australian Customs and Border Protection Service

Department of Foreign Affairs and Trade

Department of Human Services

Australian National Audit Office



© Commonwealth of Australia 2015

ISSN 1036-7632 (Print)

ISSN 2203-0352 (Online)

ISBN 978-1-76033-062-0 (Print)
ISBN 978-1-76033-063-7 (Online)

Except for the content in this document supplied by third parties, the Australian
National Audit Office logo, the Commonwealth Coat of Arms, and any material
protected by a trade mark, this document is licensed by the Australian National Audit
Office for use under the terms of a Creative Commons Attribution-NonCommercial-
NoDerivatives 3.0 Australia licence. To view a copy of this licence, visit

http://creativecommons.org/licenses/by-nc-nd/3.0/au/.

You are free to copy and communicate the document in its current form for
non-commercial purposes, as long as you attribute the document to the Australian
National Audit Office and abide by the other licence terms. You may not alter or adapt
the work in any way.

Permission to use material for which the copyright is owned by a third party must be
sought from the relevant copyright owner. As far as practicable, such material will be
clearly labelled.

For terms of use of the Commonwealth Coat of Arms, visit the It’s an Honour website
at http://www.itsanhonour.gov.au/.

Requests and inquiries concerning reproduction and rights should be addressed to:

Executive Director

Corporate Management Branch
Australian National Audit Office
19 National Circuit

BARTON ACT 2600

Or via email:
publications@anao.gov.au.

EMS

ENVIRONMENTAL

ELEMENTAL
CHLORINE FREE MANAGEMENT SYSTEMS

ANAO Report No.48 2014-15
Limited Tender Procurement

2



Office of the Auditor-General for Australia

Australian National

Audit Office

Canberra ACT
10 June 2015

Dear Mr President
Dear Madam Speaker

The Australian National Audit Office has undertaken an independent
performance audit in the Australian Customs and Border Protection Service,
the Department of Foreign Affairs and Trade and the Department of Human
Services titled Limited Tender Procurement. The audit was conducted in
accordance with the authority contained in the Auditor-General Act 1997.
Pursuant to Senate Standing Order 166 relating to the presentation of
documents when the Senate is not sitting, | present the report of this audit to
the Parliament.

Following its presentation and receipt, the report will be placed on the
Australian National Audit Office’s website—http://www.anao.gov.au.

Yours sincerely

== T

lan McPhee

The Honourable the President of the Senate

The Honourable the Speaker of the House of Representatives
Parliament House

Canberra ACT
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Glossary

Accountable
Authority

Approach to
market

AusTender

Chief Executive
Instructions

Contract

The accountable authority of a Commonwealth entity is
generally the person or group of persons who has
responsibility for, and control over, the entity’s operations.
Typically they are secretaries of departments or chief
executives of statutory bodies, or for a statutory body
established by a law of the Commonwealth as a corporate
entity, the governing board of that body.

Any notice inviting potential suppliers to participate in a
procurement which may include a request for tender,
request for quote, request for expression of interest, request
for application for inclusion on a multi-use list, request for
information or request for proposal.

The central web-based facility for the publication of
Australian Government procurement information,
including business opportunities, annual procurement
plans and contracts awarded.

Directions issued by the Chief Executive of an entity to
achieve compliance with the Financial Management and
Accountability Act 1997 and to ensure the efficient, effective,
economical and ethical use of Commonwealth resources.
(Replaced by Accountable Authority Instructions under the
Public Governance, Performance and Accountability Act 2013).

An arrangement for the procurement of goods and services
under which public money is payable or may become
payable.
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Delegate

Limited tender

Official

Open approach
to market

Prequalified
tender

Delegate means an individual who has been given statutory
authority, by an instrument of delegation, to make
particular decisions or perform particular functions.
Delegates personally hold and possess the powers and
responsibilities that they have been given and are
personally accountable for their decisions and actions in the
exercise or performance of the powers and responsibilities
that they have been given.

Involves a relevant entity approaching one or more
potential suppliers to make submissions, when the process
does not meet the rules for open or prequalified tender.

An official of a Commonwealth entity is an individual who
is in, or forms part of, the entity —as defined in section 8 of
the Public Governance, Performance and Accountability Act
2013 (PGPA Act).

Any notice inviting all potential suppliers to participate in a
procurement which may include a request for tender,
request for quote, request for expression of interest, request
for application for inclusion on a multi-use list, request for
information and request for proposal.

Involves publishing an approach to market inviting
submissions from all potential suppliers on:

(a) a shortlist of potential suppliers that responded to an
initial open approach to market on AusTender;

(b) a list of potential suppliers selected from a multi-use list
established through an open approach to market; or

(c) a list of all potential suppliers that have been granted a
specific licence or comply with a legal requirement, where

the licence or compliance with the legal requirement is
essential to the conduct of the procurement.
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Procurement

Procurement
thresholds

Relevant entity

Request
documentation

Specification

Supplier

Tenderer

Procurement encompasses the whole process of procuring
goods and services. It begins when a need has been
identified and a decision has been made on the
procurement requirement. Procurement continues through
the processes of risk assessment, seeking and evaluating
alternative solutions, the awarding of a contract, the
delivery of and payment for the goods and services and,
where relevant, the ongoing management of the contract
and consideration of disposal of goods.

For the period of procurements covered by this audit the
procurement thresholds were an amount above which
additional procurement rules of Division 2 of the CPRs
apply. The procurement thresholds (including GST) were:

(a)$80 000 for non-corporate Commonwealth entities,
other than for procurements of construction services;

(b)$400 000 for relevant Commonwealth corporate entities,
other than for procurements of construction services;

(c) $9 million for procurements of construction services by
non-corporate Commonwealth entities.

Non-corporate Commonwealth entities and prescribed
corporate Commonwealth entities that must comply with
the CPRs when performing duties related to procurement.

Documentation provided to potential suppliers to enable
them to understand and assess the requirements of the
procuring entity and to prepare appropriate and responsive
submissions. This general term includes documentation for
expressions of interest, multi-use lists; open, limited and
prequalified tender processes.

A description of the features of the goods and services to be
procured.

An entity or person who has entered into a contract with the
Commonwealth.

An entity or person who has responded with a submission
to an approach to market.
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Summary

Introduction

1. Procurement is an integral part of the way the Australian Government
conducts business and provides services. Throughout 2013-14, Australian
Government entities published 66 447 contract notices for goods and services
valued in excess of $49.5 billion.! In view of the large number of procurements
undertaken and the centrality of this activity to the operation of government
and program delivery, entities’ procurement practices are expected to be
efficient, effective, economical, ethical, consistent with the Commonwealth
legal and policy requirements, and commensurate with the scale, scope and
risk of the procurement.

2. In undertaking procurement, entities are required to adhere to the
Commonwealth Procurement Rules (CPRs). The CPRs are the keystone of the
Government’s procurement policy framework and underpin Australia’s
international obligations in accordance with free trade agreements. The CPRs
establish procurement principles that apply to all procurement processes, and
promote value for money as the core principle of the Government’s
procurement policy framework. Value for money is enhanced and
complemented by other key principles—encouraging competition; efficient,
effective, economical and ethical use of resources; and accountability and
transparency in decision making. The arrangements are intended to benefit
both the Commonwealth and suppliers, including small and medium
businesses. Applying these procurement principles is a requirement of the
CPRs, and necessitates that entities take a considered approach when
establishing arrangements for individual procurements.

Limited tender procurement

3. The CPRs outline three procurement methods that entities can use
when conducting procurements: open, prequalified or limited tender. This
audit focuses on limited tender. Limited tender procurement involves an entity
approaching one or more potential suppliers of its choice, to make

1 The data presents published information that has been extracted from AusTender. It reflects
contractual information reported during the relevant financial year in accordance with entities’
procurement publishing obligations, and does not represent actual expenditure for the year.
See Table 1.1.
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submissions, such as quotes or tenders, to provide goods or services. By its
nature, limited tender is less competitive than open and prequalified tender as
it does not provide the opportunity for all potential suppliers to compete for
the provision of goods and services. In 2013-14 limited tender was the most
widely used of the available procurement methods representing 56 per cent by
number of procurements and accounted for the greatest percentage of
expenditure at 48 per cent by value, $23.8 billion.

4. In order to encourage competition, the CPRs limit the use of non-open
approaches to the market for high value procurements (generally above
$80,000%) to a small number of specified circumstances, such as when an open
approach to the market has failed. For lower valued procurements entities
should conduct an appropriately competitive procurement process
commensurate with the scale, scope and relative risk of the procurement. In all
cases, entities need to be mindful that it is generally more difficult to
demonstrate adherence to the procurement principles such as value for money,
encouraging competition and ethical use of resources when conducting a
limited tender, but under the CPRs the onus is on them to do so.?

Previous ANAO audits

5. The ANAO has conducted five audits since 2007 that have focussed on
aspects of procurement across Australian Government entities.* Each of these
audits identified some shortcomings with respect to entities' application of the
CPRs® for a significant proportion of procurements examined. In general, these
audits found that entities needed to employ more competitive procurement

2 The Commonwealth Procurement Rules (CPRs) impose a procurement threshold (other than for
procurements of construction services) of $80,000 for non-corporate Commonwealth entities and
$400,000 for prescribed corporate Commonwealth entities. For the procurement of construction
services the threshold is $7.5million for both types of entities.

3 The CPRs require that officials maintain for each procurement a level of documentation
commensurate with the scale, scope and risk of the procurement. Documentation should provide
accurate and concise information on: the requirement for the procurement; the process that was
followed; how value for money was considered and achieved; relevant approvals; and relevant
decisions and the basis of those decisions. Finance, CPRs, 2014, p. 19.

4 ANAO Audit Reports: No.54 2013-14 Establishment and Use of Multi-Use Lists; No.31 2011-12
Establishment and Use of Procurement Panels; No.11 2010-11, Direct Source Procurement;
No.14 2009-10, Agencies’ Contract Management; and No.21 2006—07, Implementation of the revised
Commonwealth Procurement Guidelines.

5 Over the period these audits were undertaken, relevant procurement guidance was set out in either
the Commonwealth Procurement Guidelines (CPGs) or the CPRs as applicable at the time each audit
was conducted.
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Summary

processes, better document value for money assessments and obtain
appropriate approvals.

Audit objective, scope and criteria

6. The objective of the audit was to assess whether selected entities had
appropriately justified the use of limited tender procurement and whether
processes adopted met the requirements of the Commonwealth Procurement
Rules including the consideration and achievement of value for money.

7. The audit was undertaken in three entities which had reported on
AusTender® a high proportion of procurements conducted through limited
tendering. The entities were the:

° Australian Customs and Border Protection Service (ACBPS);

° Department of Foreign Affairs and Trade (DFAT); and

° Department of Human Services (DHS).

8. The scope of the audit included an examination of the policies and

practices supporting the use of limited tendering as well as the assessment of
these entities' records in respect to a sample of procurements.

9. To conclude against the audit objective, the ANAO’s high level criteria
considered whether the entities had adhered to the requirements of the
financial management framework’; applied sound practices when undertaking
procurements via limited tender; and established effective procurement
support and review arrangements.

Overall conclusion

10. The procurement of goods and services is a key activity for Australian
Government entities and, in undertaking procurement, entities are required to
adhere to the Commonwealth Procurement Rules (CPRs). The CPRs promote
value for money as the core principle in all procurements. The other key
principles—encouraging competition, efficient, effective, economical and
ethical use of resources, and accountability and transparency in decision

6 The central web-based facility for the publication of Australian Government procurement information,
including business opportunities, annual procurement plans and contracts awarded.

7 At the time the contracts were entered into entities were required to adhere to relevant Financial
Management and Accountability Regulations 1997.
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making —underpin the achievement of value for money. Entities are required
to have regard to all such considerations in their procurement activities.

11. Limited tender procurements are often perceived by entity officials as the
quickest and cheapest procurement method, particularly when the cost and time
involved in running a full open approach to market is considered, or when
engaging a new supplier may result in extra time having to be spent getting the
supplier up to speed. However, by their nature limited tender procurements
reduce competition as the approach commonly involves an entity selecting the
supplier(s) of its choice, to provide goods or services. To mitigate the risks which
flow-on from this to the achievement of value for money, the CPRs only allow
the use of limited tender for high value procurements, in a small number of
specified circumstances and with appropriate justification.

12. Overall this audit, which focused on the use of limited tender in the
Australian Customs and Border Protection Service (ACBPS), the Department of
Foreign Affairs and Trade (DFAT), and the Department of Human Services
(DHS) highlights the risks to value for money and a fair go for suppliers when
applying limited tender to procurement; and the need for entities to take steps
to make sure that officials satisfy the requirements of the CPRs. Audited
entities were reasonably familiar with the Government’s procurement
framework and had developed guidance material that reflected the
requirements of the CPRs, including guidance on the use of limited tender. In
practice however, this guidance was not always followed and appropriate
justification for the use of limited tender was not recorded for all of the
procurements examined. The ANAO observed gaps in the planning of
procurements in each of the audited entities. In addition there were instances
in ACBPS and DFAT, where either no justification was provided, or the
recorded justification for limited tender procurements did not meet the
conditions for limited tender specified in the CPRs. Previous ANAO audits
have identified that entities need to employ more competitive procurement
practices consistent with government expectations. Although limited tender
procurement may provide a streamlined process, unless its use can be justified
in accordance with the CPRs, it should not be regarded as an appropriate
approach as it does not encourage competition among potential suppliers,
thereby making it more difficult for entities to demonstrate the achievement of
value for money.

13. Entities” approaches, to varying degrees, were not fully effective in
satisfying the procurement principles, including value for money and fair and
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Summary

open competition. The procurements examined by the ANAO indicated that in
general, a greater emphasis on earlier planning for procurement activities would
likely improve procurement outcomes. There was scope for entities to better
estimate the expected value of procurements and better demonstrate
consideration of decisions in relation to the procurement method to be applied.
Similarly, entities could improve their performance in relation to demonstrating
how value for money was considered and achieved, as well as obtaining
appropriate approvals prior to entering into agreements with suppliers.

14. Furthermore, and consistent with previous ANAO audit findings,
entities continue to inaccurately report contract information on AusTender.
The ANAQ’s examination of a sample of 155 contract notices (reported on
AusTender as having been conducted via limited tender), identified that
45 (29 per cent) of the contract notices had been misreported. Inaccurate
reporting of contract details diminishes the transparency of Commonwealth
procurement information.

15. The ANAO has made two recommendations aimed at improving entity
procurement practices in relation to the use of limited tender, including
strengthening pre-approval compliance assurance mechanisms, and enhancing
the accuracy of AusTender reporting. More broadly, the audit draws attention
to the complexities of the CPRs. The rules governing the use of limited tender
have not substantially changed since they were introduced in 2005, and it is
reasonable to expect that entities would have developed sound practices to
support a consistently high level of conformance with the CPR’s requirements
and reporting. However, demonstrating outcomes which conform to the CPRs
is an ongoing challenge for entities. This is due, in part, to the extent to which
entity officers are involved in procurement (which varies significantly
depending on the frequency they undertake procurement) and follow available
advice. Entities also face the prospect that officials may try to save time and
effort by avoiding open tender processes which can be perceived as onerous—
without appropriate regard for the impact on suppliers and potential savings
which may arise had more competitive processes been applied.

16. Key to achieving better performance is the need for entities to better
balance the broader benefits of competitive tendering and streamlined
practices when undertaking procurement. Such a balance would see entities
giving greater consideration to the scope of the potential procurement need at
the outset and more often seeking opportunities to approach the market to
enhance the potential to achieve value for money. It is important for entities to
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ensure that when adopting procurement processes, these are undertaken in a
manner that consistently considers and addresses the objectives, rules and
requirements of the government’s procurement framework.

Key findings by chapter

Limited Tender Procurement Processes (Chapter 2)

17. When procuring goods and services, the Australian Government has an
overarching objective of achieving value for money. Value for money is
enhanced through proper procurement planning to support the selection of an
appropriate procurement method that encourages fair and open competition
commensurate with the size, scale and risk of the procurement. Limited tender
procurements generally reduce competition and therefore, under the CPRs, may
only be undertaken in specific circumstances for high value procurements.

18. Estimating the expected value of a procurement is a key step in
determining an appropriate procurement method. Involving the delegate®
early in the planned procurement approach for more complex or high value
procurements is prudent and can assist in ensuring the intended approach
complies with the rules and principles established in the CPRs. It may also
assist in achieving a better value for money outcome. The ANAQ'’s analysis of
a sample of 110 procurements identified that planning documentation
contained an estimated value of the procurement in 85 per cent of cases and
there was evidence of delegate approval or clearance to approach the market in
71 per cent of the procurements reviewed.

19. For procurements below the relevant threshold the CPRs do not require
entities to file a written justification for the use of limited tender procurement
however, the procurement must still provide a value for money outcome.
Non-exempt procurements’ at or above the relevant thresholds, must only be
conducted by limited tender if one or more of the nine conditions specified in
the CPRs are met.!® A written record of how the procurement represented
value for money in the circumstance and the condition(s) which justified the

8 Delegate means an individual who has been given authority to make particular decisions or perform
particular functions for example, approve the spending of public money.
9 Procurements that are exempt from the requirements of Division 2 of the CPRs are still required to be

undertaken in accordance with the rules of Division 1. The exemptions under Appendix A are
reproduced at Appendix 2 of this report.

10  The circumstances and conditions for limited tender are set out in paragraph 10.3 of the CPRs and are
reproduced at page 34 of this report.
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use of limited tender must be maintained by entities in each instance. For the
sample of 51 high value procurements examined by the ANAO, appropriate
justification for adopting a limited tender was only provided in approximately
two-thirds of cases. While the entities had documented how the procurements
represented value for money in the circumstance for 41 (80 per cent) of the
51 high value procurements and for 89 (81%) of the total 110 procurements
examined, documentation supporting these assessments, such as copies of
requests for quotes, responses from all suppliers and evidence of evaluation,
was not maintained for all the procurements.

20. Proper approval of expenditure is necessary to ensure that the
spending of public money is efficient, effective, economical and ethical, and in
accordance with government policy. However, evidence of approval being
obtained prior to entering into the arrangements with the supplier was only
found in 74 per cent of procurements reviewed.

Procurement Support, Review and AusTender Reporting
(Chapter 3)

21. Many procurement processes involve complex requirements and
judgements. It is important that entity officials have, or are able to draw on,
guidance and training as well as relevant expertise such as central
procurement units (CPUs), to enable them to carry out their procurement
activities efficiently and effectively, and in compliance with government and
entity requirements. Each of the audited entities had reasonable guidance, and
officials with procurement responsibilities had access to training to assist them
undertake procurements and meet AusTender reporting requirements. Each
entity had a CPU (or equivalent arrangement) which officials could call on for
advice. In addition, each of the audited entities had established a pre-approval
compliance assurance mechanism whereby higher value limited tender
procurements were required to be reviewed by the CPU prior to the spending
proposal being provided to the relevant delegate. The CPU was to provide
advice to the delegate as to whether the proposed approach was supported
and compliant with the CPRs. Notwithstanding the availability of guidance;
training and support from the CPU, 28 per cent of the procurements examined
by the ANAO were in fact duplicate entries, grants or variations to existing
contracts, that had been misreported on AusTender as new contracts resulting
from a limited tender process.

22, As mentioned in paragraph 14, inconsistent and incorrect reporting of
procurement information on AusTender diminishes the transparency of
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Commonwealth procurement. The results of this, and previous ANAO audits,
highlight the need for entities to improve the accuracy and timeliness of
contract notice reporting on AusTender. Entities are required to report contract
details on AusTender within 42 days of entering into an arrangement. The
details required include: the contractor name, subject matter, value, start and
end date and the procurement method used. The ANAO examined the
reported details of 155 procurements that had been reported on AusTender as
being conducted by limited tender. Of these procurements, only 41 (26 per cent
of the procurements), had all the basic contract details (supplier, subject
matter, value and period) correctly specified and were reported on AusTender
within the mandated 42 days.

Summary of entities’ responses

23. The audited entities summary responses to the audit report are
provided below. Appendix 1 contains the entities” full responses to the audit
report.

Australian Customs and Border Protection Service

24, The Australian Customs and Border Protection Service (ACBPS) agrees
with both recommendations of the proposed report.

Department of Foreign Affairs and Trade

25. DFAT welcomes the findings in this report as a means of continuing to
improve procurement practices in the Department. DFAT notes that
agreements audited were undertaken prior to the rollout of significant
procurement reforms which came into effect on 1 July 2014 as part of the
integration of the former AusAID and elements of the Tourism and Climate
Change departments with DFAT and introduction of the Public Governance,
Performance and Accountability (PGPA) Act 2013. Following the
establishment of a single centralised Contracting Services Branch, which
provides the functions of a Centralised Purchasing Unit (CPU), a new
procurement policy framework, underpinned by a range of guidelines,
templates and tools was promulgated. The framework has standardised
procurement practice and further instilled value for money principles and
embeds compliance with the Commonwealth Procurement Rules (CPRs)
through procurement processes. Procurement reporting has also been
centralised in DFAT's CPU and improvements have been made to data
capture, AusTender reporting systems and reporting compliance. DFAT

ANAO Report No.48 2014-15
Limited Tender Procurement

20



Summary

considers that the reforms introduced to date have addressed many of the
issues identified in this audit but as a matter of good practice will continue to
review and refine its procurement policies and practices to ensure compliance
with the CPRs.

Department of Human Services

26. The Department of Human Services welcomes this report and considers
that implementation of its recommendations will support the work already
being undertaken within the department to improve contract notice reporting
and the correct application of the procurement method. The Department of
Human Services agrees with the ANAO's recommendations. The department
has already completed, or is in the process of completing, a range of actions to
enhancements to the ESSentials e-procurement system which will address a
number of the issues raised within the report. In addition, the introduction of
an inflight verification action will support the implementation of the
recommendations, as will an increased emphasis on limited tendering in
procurement training and guidance material.
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Recommendations

These recommendations

are based on findings at the audited entities and are likely to be

relevant to other Australian Government entities. Therefore, all Australian

Government entities a

re encouraged to assess the benefits of implementing these

recommendations in light of their own circumstances, including the extent to which
the recommendations, or parts thereof, are addressed by practices already in place.

Recommendation
No. 1

Paragraph 2.23

Recommendation
No 2

Paragraph 3.18
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To assist delegates to make more informed decisions that
support the achievement of value for money and increase
compliance with the CPRs when conducting limited
tender procurements, the ANAO recommends that
entities review, and where necessary strengthen:

a) pre-approval compliance assurance mechanisms; and

b) supporting documentation including the estimated
procurement value, the justification for using limited
tender and how the procurement represented value
for money in the circumstances

Responses from audited entities: Agreed

Finance response: Supported

To improve the accuracy and transparency of
Commonwealth procurement information on
AusTender, the ANAO recommends that entities review
their reporting arrangements, including quality checks,

in order to improve the accuracy and timeliness of
contract information reported on AusTender.

Responses from audited entities: Agreed

Finance response: Supported



Audit Findings
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1. Introduction

This chapter provides an overview of the legislative and policy framework applicable to
government procurement and sets out the audit approach.

Background

1.1 Procurement is an integral part of the way the Australian Government
conducts business and provides services. Throughout 2013-14, Australian
Government entities published 66 447 contract notices for goods and services
valued in excess of $49.5 billion."" Given the large number of procurements
undertaken and the centrality of this activity to the operation of government and
program delivery, entities” procurement practices are expected to be efficient,
effective, economical and ethical, consistent with the Commonwealth legal and
policy requirements, and commensurate with the scale, scope and risk of the
procurement.

Legal and policy framework for government procurement

1.2 The Australian Government has in place a range of legislation and
related policies that set out the framework for procurement and contracting. The
framework underpins Australia’s international obligations in accordance with
free trade agreements and is designed to promote sound and transparent
procurement practices. In undertaking procurement, entities are required to
adhere to the Commonwealth Procurement Rules (CPRs). The CPRs are the
keystone of the Government's procurement policy framework and establish
procurement principles that apply to all procurement processes. The CPRs are
issued under the Public Governance, Performance and Accountability Act 2013
(PGPA Act) by the Finance Minister and articulate the requirements for officials
performing duties in relation to procurement.!?

13 The PGPA Act came into effect from 1 July 2014. Prior to this expenditure
of public monies was subject to the legislative requirements set out in the
Financial Management and Accountability Act 1997, the Financial Management and

11  Department of Finance, Statistics on Australian Government Procurement Contracts. Internet,
available from <http://www.finance.gov.au/procurement/statistics-on-commonwealth-purchasing-
contracts/>.

12 Prior to 1 July 2014 the CPRs were issued under Regulation 7 of the Financial Management and
Accountability Regulations 1997.
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Accountability Regulations 1997 and the Commonwealth Authorities and Companies
Act 1997.

14 In addition to the requirements of the CPRs, section 20A of the PGPA Act
authorises accountable authorities to give instructions (Accountable Authority
Instructions) to officials in their entities on any matter necessary or convenient
for carrying out or giving effect to the PGPA Act."® These are legally binding
instructions relating to the financial administration of entities. The Accountable
Authority Instructions generally include details of the entities' procurement
policies, which may be supplemented by more detailed guidance covering the
various phases of the procurement cycle in the context of the entities' particular
business environment.

1.5 The CPRs promote the use of sound and transparent procurement
practices that seek to achieve value for money' and encourage competition in
government procurement. The CPRs describe three methods that officials can
use when conducting procurements—these are:

. Open tender—involves publishing an open approach to market and
inviting submissions;

. Prequalified tender—involves publishing an approach to market
inviting submissions from all potential suppliers on:

- a shortlist of potential suppliers that responded to an initial
open approach to market on AusTender;

- a list of potential suppliers selected from a multi-use list
established through an open approach to market; or

- a list of all potential suppliers that have been granted a specific
licence or comply with a legal requirement, where the licence or
compliance with the legal requirement is essential to the
conduct of the procurement; and

13 Finance, Accountable Authority Instructions. [Internet], available from <http://www.finance.gov.au
[resource-management/accountability/accountable-authority-instructions/> [accessed May 2015].

14  Determining value for money involves a range of considerations including: fitness for purpose; a
potential supplier's experience and performance history; flexibility (including innovation and
adaptability over the lifecycle of the procurement); environmental sustainability (such as energy
efficiency and environmental impact); and whole-of-life costs. Finance, CPRs 2012, p 15.
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1.6

Introduction

Limited tender—which involves an entity approaching one or more
potential suppliers to make submissions, where the process does not
meet the rules for open tender or prequalified tender.'

The CPRs include mandatory requirements which entities must follow.

The extent to which all rules of the CPRs apply depends on the value of the
procurement and are set out in the two divisions of the CPRs:

1.7

Division 1—rules applying to all procurements regardless of value.
Officials must comply with the rules of Division 1 when conducting
procurements; and

Division 2—additional rules that apply to all procurements valued at or
above the relevant procurement thresholds (unless exempted under
Appendix A of the CPRs!®).

The relevant procurement thresholds (including GST) for 2013-14, above

which the additional procurement rules of Division 2 of the CPRs applied, were:

1.8

$80 000 for relevant Commonwealth entities?”, other than for
procurements of construction services;

$400 000 for relevant Commonwealth corporate entities, other than for
procurements of construction services; and

$9 million for procurements of construction services by non-corporate
Commonwealth entities.'s

In addition to the mandatory requirements, the CPRs also contain good

practice elements which entities are encouraged to adopt. These provide
guidance on what entities should consider when determining whether
procurement will deliver the best value for money and the type of

documentation entities should maintain to support each procurement.

15
16
17

18

Finance, CPRs, 2012, paragraphs 9.8-9.12, p. 26.

These exemptions under Appendix A of the CPRs are reproduced at Appendix 2 of this report.

The 2012 CPRs were applicable to all (then) FMA Act agencies and applicable corporate bodies
subject to the (then) CAC Act. The 2014 CPRs have been updated to reflect the requirements of the
PGPA Act and apply to all non-corporate Commonwealth entities and relevant corporate
Commonwealth entities as specified in section 30 of the Public Governance, Performance and
Accountability Rule 2014 rules.

Under the current CPRs (2014) the threshold for procurements of construction services by
non-corporate Commonwealth entities is $7.5 million.
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Procurement documentation

1.9 The Australian Government emphasises the importance of being
accountable and transparent in its procurement activities. Accountability means
that officials are responsible for the actions and decisions that they take in
relation to procurement and for the resulting outcomes. Under the CPRs, it is
mandatory for entities to maintain appropriate documentation for each
procurement undertaken. While the specific content of such documentation is
not prescribed, the CPRs indicate that desirably, such documentation would
include: concise information on the requirement for the procurement; the
process that was followed; how value for money was considered and achieved;
relevant decisions and the basis of those decisions.”” The appropriate mix and
level of documentation depends on the nature and risk profile of the
procurement being undertaken.

Use of limited tender

110 The focus of this audit is on entities’" use of the limited tender
procurement method. Open tender and prequalified tender promote
competition, whereas limited tender, as its name suggests, limits competition.
Limited tender is the most commonly used procurement method and accounts
for the greatest percentage of expenditure by entities. Under the CPRs, limited
tender may only be used for procurements at or above the relevant thresholds
under certain circumstances and conditions. Restricting the circumstances and
conditions where limited tender can be used for high value procurements,
means that competition is encouraged by opening up high value procurements
to the market. Limited tender may also be used for procurements below the
threshold providing value for money is being achieved. The number and value
of procurements, by procurement method as reported by entities on
AusTender?between 1 July 2013 and 30 June 2014 are shown in Table 1.1.

19  Finance, CPRs, 2012, paragraphs 7.2-7.4, p. 20.
20  AusTender, the Australian Government’s procurement information system, is a centralised web-based

facility that publishes a range of information, including entities’ planned procurements, open tenders
and contracts awarded. The AusTender website is available from <www.tenders.gov.au>.
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Introduction

Table 1.1: Number and value of contract notices by reported
procurement method 2013-14

Description Number % by Value % by
number $billions value
Open Tender 23 750 36% $18.9 38%
Prequalified Tender 5336 8% $6.8 14%
Limited Tender procurements under $80 000 29 022 44% $0.8 2%
Limited Tender procurements at and above 8 339 13% $23.0 47%
$80 000
Total 66 447 101% $49.5 | 101%

Source: ANAO analysis of AusTender data.
Note (a): Percentages do not add to 100 per cent due to rounding.

Note (b): These figures are based on what entities have published on AusTender. As shown in this report
misreporting on contract notices is common so actual results are different.

Parliamentary interest

111  Procurement is often an area of interest and review by Parliament. Most
recently, the Senate Finance and Public Administration References Committee’s
inquiry into Commonwealth procurement procedures explored the operation
and effectiveness of the CPRs, as well as procurement related policies, as they
relate to the participation of Australian companies and businesses. The inquiry
also explored the impact of Australia's international obligations arising from
bilateral free trade agreements on procurement policies.

112  The committee formed the view that government procurement policies,
as part of value for money assessments, should take into account the impact of
procurement decisions on competition and on the broader economy, and made
15 recommendations to that effect. The Government has formally indicated
support for the recommendations where they relate to the Department of
Finance: working with Commonwealth entities to raise the general awareness of
good procurement practice; learning from best practice from other jurisdictions;
and improving the capability of officers providing procurement support. The
Auditor-General also supported the Committee’s recommendations directed
towards future ANAO audit activities, indicating that future procurement audits
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would focus on value for money including consideration of the financial and
non-financial costs and benefits consistent with the revised.2

Previous audits

113  The ANAO has conducted five audits that have focussed on aspects of
procurement across Australian Government entities since 2007.22 Each of these
audits has identified shortcomings with respect to entities' application of the
CPRs? for a significant proportion of procurements examined. In general, the
audits have found that entities needed to employ more competitive procurement
processes, better document value for money assessments and obtain appropriate
approvals. In particular:

° Audit Report No.11 2010-11, Direct Source Procurement?* identified that
for the majority of direct source procurements examined it was not
evident that the requirements for limited tender had been met; and

J Audit Report: No.54 2013-14 Establishment and Use of Multi-Use Lists,
identified that the majority of procurements examined, reported as
prequalified procurements via a multi-use list, had actually been
conducted as limited tender procurements and therefore did not meet
the requirements of the CPRs and as a result did not promote effective
competition.

21  The Senate, Finance and Public Administration References Committee report, Commonwealth
procurement procedures, SFPRC, Canberra, July 2014.

22 Audit Report: No.54 2013-14 Establishment and Use of Multi-Use Lists, Audit Report: No.31 2011-12
Establishment and Use of Procurement Panels; Audit Report No.11 2010-11, Direct Source
Procurement; Audit Report No.14 2009-10, Agencies’ Contract Management; and Audit Report No.21
2006-07, Implementation of the revised Commonwealth Procurement Guidelines.

23  Atthe time some of these audits were undertaken, entities were subject to the Commonwealth
Procurement Guidelines (CPGs). The CPGs were replaced by the CPRs in July 2012 although
requirements relating to procurement remained similar.

24 Limited tender procurement was formerly known as direct source procurement.
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Introduction

Audit approach

Audit objective, scope and criteria

1.14 The objective of the audit was to assess whether selected entities had
appropriately justified the use of limited tender procurement and whether
processes adopted met the requirements of the Commonwealth Procurement
Rules including the consideration and achievement of value for money.

115 The audit was undertaken in three entities which had reported on
AusTender? a high proportion of procurements conducted through limited
tendering. The entities were the:

J Australian Customs and Border Protection Service (ACBPS);
. Department of Foreign Affairs and Trade (DFAT); and
o Department of Human Services (DHS).

1.16  The scope of the audit included an examination of the policies and
practices supporting the use of limited tendering as well as the assessment of
these entities' records in respect to a sample of procurements.

1.17  To conclude against the audit objective, the ANAO's high level criteria
considered whether the entities had adhered to the requirements of the financial
management framework?; applied sound practices when undertaking
procurements via limited tender; and established effective procurement support
and review arrangements.?”

1.18  The audit was conducted in accordance with ANAO auditing standards
at a cost to ANAO of $462 660.

25  The central web-based facility for the publication of Australian Government procurement information,
including business opportunities, annual procurement plans and contracts awarded.

26  For the period covered by this audit the relevant entities were required to adhere to requirements of
the FMA Act and the FMA regulations.

27  This included reviewing whether entities had implemented any relevant recommendations from ANAO
Audit Report No. 11, 2010-11, Direct Source Procurement.
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Report structure

1.19  The remaining structure of this report is outlined in Table 1.2.

Table 1.2: Structure of the report

Chapter Overview

2. Limited Tender This chapter examines entities’ decisions to procure goods and
Procurement services through the use of limited tendering, and whether the
Processes procurement processes were sound and met the requirements

of the Commonwealth Procurement Rules.

3. Procurement Support, This chapter examines entities’ arrangements to support
Review and AusTender | procurement processes. These include procurement guidance
Reporting and training and the role of central procurement units. It also

examines the audited entities’ classification and reporting of
procurements on AusTender and the associated implications
for accountability and transparency of Australian Government
procurement.
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2. Limited Tender Procurement
Processes

This chapter examines entities’ decisions to procure goods and services through the use
of limited tendering and whether the procurement processes were sound and met the
requirements of the Commonwealth Procurement Rules.

Introduction

21 Applying the principles of value for money, encouraging competition,
efficient, effective and ethical use of resources, and accountability and
transparency in decision-making is a requirement of the Commonwealth
Procurement Rules (CPRs). Effective procurement is supported by entities clearly
defining the objectives of any procurement and taking a considered approach to
determining the procurement processes best suited to achieving their objectives.

2.2 The ANAO examined four key areas supporting the use of limited tender
as a procurement method: procurement planning (including the need to estimate
the value of the procurement); justification for the use of limited tendering; value
for money; and approving the expenditure of public money. The ANAO
reviewed a sample of the entities” limited tender procurements which were
published on AusTender from 1 July 2013 to 30 June 2014. Detailed discussion on
how entities performed against each of the four areas is set out below.

Procurement planning

2.3 When a business requirement arises for goods or services, entities need
to consider whether procurement will deliver the best value for money solution
having regard to such issues as non-procurement alternatives, pre-existing
arrangements?, prevailing market conditions, resourcing and business needs. If
an entity determines that procurement represents the best option, the
procurement principles and the estimated value of the procurement should
inform the selection of an appropriate procurement method. Where entities use
limited tender procurement, they must apply the procurement principles
established in Division 1 of the CPRs regardless of the value of the resulting

28  Officials are required to consider whether the goods or services required are subject to
whole-of-government coordinated procurement arrangements, or whether the entity has, or is able to
access, an existing panel or multi-use-list.
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contract. Where the expected value of a procurement is at or above the relevant
procurement threshold and an exemption under Appendix A% does not apply,
the rules in Division 2 (including meeting the conditions for limited tender set
out below) must be followed.

Conditions for limited tender for procurement at or above the relevant procurement
threshold

Unless a procurement (at or above the relevant procurement threshold) meets the conditions
outlined in paragraph 10.3 of the 2012 CPRs, an open or prequalified tender procurement
process must be undertaken.
10.3a. where, in response to an approach to the market
i) no submissions, or no submissions that represented value for money were received,
ii)  no submissions that met the minimum content and format requirements for submission as
stated in the request documentation were received, or
iii) no tenderers satisfied the conditions for participation, and the agency does not
substantially modify the essential requirements of the procurement; or
10.3 b.  where, for reasons of extreme urgency brought about by events unforeseen by the agency, the
goods and services could not be obtained in time under open tender or prequalified tender; or

10.3c. for procurements made under exceptionally advantageous conditions that only arise in the very
short term, such as from unusual disposals, unsolicited innovative proposals, liquidation,
bankruptcy, or receivership and which are not routine procurement from regular suppliers; or

10.3d. where the goods and services can be supplied only by a particular business and there is no
reasonable alternative or substitute for one of the following reasons
i) the requirement is for works of art,
ii)  to protect patents, copyrights, or other exclusive rights, or proprietary information, or
iii)  due to an absence of competition for technical reasons; or

10.3 e. for additional deliveries of goods and services by the original supplier or authorised
representative that are intended either as replacement parts, extensions, or continuing services
for existing equipment, software, services, or installations, where a change of supplier would

compel the agency to procure goods and services that do not meet requirements of
compatibility with existing equipment or services; or

10.3f.  for purchases in a commodity market; or

10.3g. where an agency procures a prototype or a first good or service that is intended for limited trial
or that is developed at the agency’s request in the course of, and for, a particular contract for
research, experiment, study, or original development; or

10.3 h. inthe case of a contract awarded to the winner of a design contest, provided that
i) the contest has been organised in a manner that is consistent with these CPRs, and

ii)  the contest is judged by an independent jury with a view to a design contract being
awarded to the winner; or

10.3i.  for new construction services consisting of the repetition of similar construction services that
conform to a basic project for which an initial contract was awarded through an open tender or
prequalified tender, and where the initial approach to the market indicated that limited tender
might be used for those subsequent construction services.

Source: Finance, CPRs 2012 paragraph 10.3.

29  The CPRs make provision for certain categories of goods and services to be exempt from Division 2
as set out in Appendix 2 of this report.
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Limited Tender Procurement Processes

Typical considerations for procurements at or above the relevant

threshold are outlined in Figure 2.1.

Figure 2.1:

H( Follow the directions >

{ Use the arrangement >

Source:

Choosing a procurement method

Are there special directions for procuring this type of
goods or service?
(e.g. Do Whole-of-Government arrangements apply?)

)

Does the entity have a pre-existing arrangement for this
type of procurement (e.g. a panel or multi-use list) or
could it piggyback on another entity’s arrangement?

)

Does this procurement meet the conditions allowing the
use of Limited Tender

Consider conducting a
Limited Tender

)

Consider whether to conduct an Open or Prequalified
Tender

NP2

A

Open Tender
Involves a one-stage
open approach to the
market.

. Is the ‘default’ for all
procurements
valued above the
relevant thresholds

. Must be advertised
on AusTender.

Notes:

. Opens procurement
oppoertunities to all
potential suppliers.

. Can be more time

. Can be more
resource intensive
for entities, as there
are no limits on the
potential number of
respondents.

Prequalified Tender
Involves a procurement
from:

. a multi-use list;

* atwo stage
process; or

. a list of all potential
suppliers with a
specific licence or
ability to meet a
legal requirement
that is essential to
the procurement.

Notes:

. Able to determine

consuming - how many suppliers
minimum time limits to approach from
for supplier the established list
responses. thereby controlling

the volume of
potential responses.
. Minimum time limits
for supplier
responses apply.

Involves procurement
based on quotes being
sought directly from one or
more suppliers.

Notes:

Limited Tender

Can be undertaken for
any procurement
under the relevant
thresholds where it
represents value for
money.

Can only be used for
procurements above
the relevant
thresholds where it is
specifically allowed by
the CPRs. The value
and reasons for the
direct source must be
documented.

Supplier selection is at
the entities’ discretion
and may not provide
a competitive process.
Process may be
quicker as minimum
response timeframes

do not apply.

ANAO based on Department of Finance guidance.
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Consideration of coordinated procurement arrangements and
procurement-connected policies

25 Having identified the procurement need entities need to determine
whether the goods or services to be purchased are subject to any of the
coordinated (whole-of-Australian Government) procurement arrangements and
whether the Commonwealth’s procurement connected policies apply. These
requirements apply to all procurement irrespective of the procurement method
used.>

2.6 Whole-of-Australian-Government arrangements are broadly established
to give effect to government policy decisions, to improve consistency and control
and to deliver savings and efficiencies. Where the goods or services to be
procured are subject to a coordinated procurement, the CPRs require entities to
use the whole-of-government arrangement. Exemptions may only be granted
jointly by the requesting entity’s Portfolio Minister and the Finance Minister
where an entity can demonstrate a special need for an alternative arrangement.

2.7 Commonwealth procurement connected policies are policies for which
procurement has been identified as a means of delivery and include policies
relating to Australian industry participation, energy efficiency and indigenous
opportunity. To assist entities in complying with these policies Finance
maintains a list of them on its website.

2.8 Although entity officials are not required to document their
consideration of whether any of these requirements apply, doing so can provide
greater assurance to the delegate that the proposed procurement has considered
all relevant requirements of the broader procurement framework.

2.9 The ANAO observed there was little documented evidence that entities
considered whether the required goods or services were subject to such
arrangements. Of the sample of procurements reviewed, there was only one
procurement where a coordinated procurement arrangement (travel services)
was relevant, but not used. In this instance, the entity had not sought an
exemption as required. The supporting documentation for most of the

30  Whole-of-Australian-Government arrangements are broadly established to give effect to government
policy decisions, to improve consistency and control and to deliver savings and efficiencies. The CPRs
require non-corporate Commonwealth entities to use coordinated procurements unless a specific
exemption is obtained. Prescribed Commonwealth entities may opt in to coordinated procurements.
Commonwealth procurement connected policies are policies for which procurement has been
identified as a means of delivery and Finance maintains a list of the policies on its website and a list is
provided in Appendix 3 of this report.
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Limited Tender Procurement Processes

procurements reviewed contained a generic statement to the effect that the
proposed procurement process was consistent with the Commonwealth’s
policies and in particular the CPRs. With the exception of two DHS
procurements, none of the remaining procurements examined contained specific
reference to the procurement connected policies.

Estimating the procurement value and determining the
procurement method

210 The CPRs state that the expected value of each procurement must be
estimated before a decision on the procurement method is made. The expected
value is the maximum value (including GST) of the proposed contract, including
options, extensions, renewals or other mechanisms that may be executed over
the life of the contract.’® Having estimated the value of the procurement, officials
need to determine the most appropriate procurement method; noting that for
procurements at or above the relevant procurement threshold entities must
conduct an open tender unless specific conditions are met. In addition, Finance’s
guidance also advises officials to ensure the delegate is aware of the intended
approach to market and, depending on the nature, complexity and risk of the
procurement, is involved in the planning stages of the procurement.

211  Each of the audited entities required that a procurement plan, business
case or equivalent documentation, be prepared for approval by the delegate
prior to an approach to market. The documentation was required to outline
among other things: the procurement need; the estimated value of the
procurement; the anticipated level of risk; and the proposed procurement
method.

212 The ANAO assessed whether the entities” planning documentation (for
the sample of procurements undertaken as limited tender), demonstrated that
the value of the procurement was estimated prior to approaching the market.
The ANAO also assessed whether delegate’s approval for the intended
approach had been obtained prior to going out to market. The ANAO’s analysis
is summarised in Table 2.1 below.

31  When the maximum value of a procurement over its entire duration cannot be estimated the
procurement must be treated as being valued above the relevant procurement threshold.

32  Finance, Buying for the Australian Government, Procurement Process Considerations. [Internet].
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Table 2.1: Demonstrated procurement planning considerations

ACBPS DFAT

Total number of limited tender 41 | 37% 38 | 35% 31 | 28% 110 | 100%
procurements examined.

Planning documentation contained 32 | 78% | 31|79% | 30| 97% 93 | 85%
an estimated value of the
procurement.®

The planning documentation 34 | 68% | 26 | 68% | 22| 71% 82 | 75%
provided evidence of the delegate’s
approval prior to approaching the
market.

Source: ANAO sample testing.
Note (a): Estimates provided on the basis of quotes have not been included as this meant the procurement

process was already underway, prior to the estimation of the procurement value.

213  Of the 110 limited tender procurements examined, the supporting
documentation for 17 (15 per cent) did not demonstrate that the value of the
procurement had been estimated prior to approaching the market. The estimate
of the value of the procurement must be determined prior to approaching the
market, as once an approach to market has been made it is too late to change the
approach. In a number of cases, supporting documentation indicated the
estimated value of the procurement was based on a quote that had been
obtained prior to the spending proposal, with details of the intended
procurement approach, being provided to the delegate for approval. As
obtaining a quote is an approach to market, a limited tender procurement
process had in effect already commenced prior to the delegate being provided
with the opportunity to approve the planned approach to market. In some
instances the spending proposal recommended that a limited tender
procurement be conducted with the supplier that had provided the quote.

214 Involving the delegate®® early in more complex or high value
procurements provides the delegate with the opportunity to influence the type
of procurement process chosen. It further assists in gaining an assurance that the
intended approach complies with the rules and principles established in the
CPRs and is likely to achieve a value for money outcome. The delegate’s
approval of the approach to market was only documented for 82 (75 per cent) of
the procurements examined by the ANAO. None of the ACBPS procurements

33  Delegate means an individual who has been given authority to make particular decisions or perform
particular functions for example, approve the spending of public money.
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Limited Tender Procurement Processes

examined and only two of the DHS procurements examined were above the
relevant procurement thresholds. In DFAT however 11 of the 12 procurements
for which there was no evidence of delegate approval to approach the market
were above the relevant threshold.*

Justification for the use of limited tendering

215  For procurements below the relevant threshold the CPRs do not require
entities to file a written justification for the use of limited tender procurement.
For such purchases, entities would normally follow established working
arrangements such as obtaining a minimum number of quotes.

216  For limited tender procurements over the relevant thresholds (and not
exempt under Appendix A of the CPRs) entities are required to prepare and file
a written report that includes: the value and kind of property or services
procured; a statement indicating the circumstances and conditions that justified
the use of limited tendering; and a record demonstrating how the procurement
represented value for money.*

217  Of the 110 procurements in the ANAQO’s sample:

. tifty-five were below the relevant procurement threshold and therefore
only subject to the Division 1 requirements of the CPRs;

. fifty-one (at a combined value of approximately $231 million) were
above the relevant procurement threshold and subject to the
requirements of both divisions of the CPRs and therefore required
written justification; and

. four procurements were above the relevant thresholds however were
exempt from the requirements of Division 2 in accordance with
Appendix A of the CPRs.3

218 The ANAO assessed whether the audited entities had documented the
circumstances and conditions that justified the use of limited tender and

34  Both DHS procurements were for construction services where the threshold at the time the
procurement was undertaken was $9m. In most cases the procurements in DFAT related to ICT goods
and services.

35  Finance, CPRs 2012, paragraph 10.5, p. 29.

36  Of these four procurements three were for labour hire and one was for the procurement of goods and
services outside Australian territory, for consumption outside Australian territory.
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identified that for 37 of the procurements (73 per cent) appropriate justification
was recorded. The results for each entity are provided in Table 2.2.

Table 2.2: Documented justification for limited tender procurements
subject to Division 2 of the CPRs

Description ACBPS

No. % No. % No. %

Total number and per cent of sample 11 | 22% | 26 | 51% | 14 | 27% | 51 | 100%
procurements subject to Division 2

Number and per cent of entity 8| 73% | 15|55% | 14| 100% | 37 | 73%
sample procurements subject to
Division 2 where justification for
limited tender was provided.®

Number and per cent of entity 3127% | 11| 42% | — — | 14| 27%
sample procurements subject to
Division 2 where justification for
limited tender was not provided

Source: ANAO sample testing.
219 By far the most common justifications used for limited tendering were:

o where the goods and services can be supplied only by a particular
business and there is no reasonable alternative or substitute for one of
the following reasons i) the requirement is for works of art, ii) to
protect patents, copyrights, or other exclusive rights, or proprietary
information, or iii) due to an absence of competition for technical
reasons (CPRs 10.3 (d)); and

o for additional deliveries of goods and services by the original supplier
or authorised representative that are intended either as replacement
parts, extensions, or continuing services for existing equipment,
software, services, or installations, where a change of supplier would
compel the agency to procure goods and services that do not meet
requirements for compatibility with existing equipment or services
(CPRs 10.3 (e)).>”

220 These two reasons accounted for 89 per cent of the procurements
reviewed where justification for limited tender was provided and were
approximately equal in the frequency of use.

37  Finance, CPRs 2012, paragraphs 10.3(d) and 10.3(e), pp 28-29.
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221 In the 27 per cent of cases identified in Table 2.2 the absence of a
justification for limiting the approach to market in accordance with the CPRs
makes it more difficult for entities to demonstrate that these procurements met
the requirements of the CPRs and provided the best value for money. The
ANAO observed examples of inappropriate use and/or justification for use of
limited tender procurement in ACBPS and DFAT.

Inappropriate use and/or justification for use of limited tender procurement

For one ACBPS procurement, with an approximate cost of $380,000, the supplier was
selected based on a recommendation from a colleague in another entity. The justification
provided was that the property or services could only be supplied by a particular business and
there was no reasonable alternative or substitute due to an absence of competition for
technical reasons (CPRs paragraph 10.3(d) iii). This was unlikely given ACBPS had an
existing panel of providers for the type of service required. Advice to the delegate focussed on
the potential impact on suppliers and reputational risk, however did not extend to advising the
delegate that unless the conditions for limited tender outlined in the CPRs were met then an
alternative procurement method (either an open or prequalified tender) would be required.

For one DFAT contract, approval was sought to conduct an open approach to market by
approaching suppliers on a DFAT panel. Despite approval being obtained for an open
approach to market, DFAT procurement officials also requested a quote from a supplier not
on the panel and already working in DFAT. This process, by default, meant that DFAT had
actually conducted a limited tender. The non-panel supplier was engaged and the reported
value of the contract on AusTender was approximately $524 000. Subsequent to this
arrangement DFAT entered into two additional contracts with this supplier (both under the
$80 000 threshold at approximately $72 000 and $74 000 respectively). Both these contracts
were for less than a month and overlapped as both were undertaken in June 2014 for the
same project services at a combined cost of $151 466.

222  The CPRs require officials to maintain appropriate documentation for
each procurement process they undertake. The CPRs indicate that desirably,
such documentation would include: concise information on the requirement for
the procurement; the process that was followed; how value for money was
considered and achieved; relevant decisions and the basis of those decisions. In
relation to limited tender at or above the relevant procurement threshold, the
CPRs mandate that specific records be kept. The onus is on officials and
delegates in particular, to meet the accountability and transparency principles,
including for the purposes of enabling appropriate scrutiny. To assist in this
regard, entities should reinforce that where limited tender is selected as the
procurement method, it must only be undertaken where the conditions
established in the CPRs are met and the required documentation is maintained.
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Recommendation No.1

223  To assist delegates to make more informed decisions that support the
achievement of value for money and increase compliance with the CPRs when
conducting limited tender procurements, the ANAO recommends that entities
review, and where necessary strengthen:

(a) pre-approval compliance assurance mechanisms; and

(b) supporting documentation including the estimated procurement value,
the justification for using limited tender and how the procurement
represented value for money in the circumstances.

Australian Customs and Border Protection Service
224  Agreed.

Department of Foreign Affairs and Trade

225  Agreed. The implementation on 1 ]July2014 of a standardised and
comprehensive procurement policy framework across the newly integrated department
focusses on achieving value for money (VEM) and compliance with the Commonwealth
Procurement Rules (CPR) through competitive processes. Updated documentation —
including delegate approval templates, procurement planning tools and guidance —
articulates requirements to record the procurement need, estimated value, procurement
process and how the method of procurement will achieve VFM. Centralised quality
assurance and control mechanisms are now in place for procurements and limited
sourcing is subject to CPR exemption approval processes. DFAT’s CPU also leads
significant procurements based on value, risk and complexity thresholds. Procurement
training and professionalization strategies are under development and will further
enhance DFAT's performance in this area.

Department of Human Services

226  Agree. The department notes the finding that a justification for a limited tender
was provided in 100% of DHS sample procurements subject to Division 2. The
department intends to continue this level of performance by ensuring procurement
officers remain aware of limited tendering requirements with the introduction of training
and guidance material that reinforce and support the limited tendering process.
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Department of Finance

2.27  Supported. Adequate assurance processes and documentation are an important
internal control mechanism to support delegates in their decision making processes
relating to procurement.

Value for money

228  Achieving value for money is the core rule of the CPRs. Delegates must
be satisfied, after reasonable enquiries that the procurement achieves a value for
money outcome. Value for money in Australian Government procurement
requires:

o encouraging competitive and non-discriminatory processes;

° using Commonwealth resources in an efficient, effective, economical
and ethical manner that is not inconsistent with the policies of the
Commonwealth;

o making decisions in an accountable and transparent manner;

o considering the risks; and

J conducting a process commensurate with the scale and scope of the

procurement.3

2.29  Value for money requires a comparative analysis of all relevant costs and
benefits throughout the whole procurement cycle (whole-of-life costing). A
whole-of-life value for money assessment includes consideration of factors such
as: fitness for purpose, the experience and performance history of each
prospective supplier, the flexibility to adapt to possible change over the lifecycle
of the good or services; environmental sustainability financial considerations
and the evaluation of contract options.*

230 The ANAO reviewed supporting documentation to assess whether
audited entities had documented why procurements represented value for
money. Generally the entities retained documentation indicating why the
procurement represented value for money however, across the three entities
documentation was not provided in 19 per cent of cases (21 procurements). Of

38  Finance, CPRs 2012, paragraph 4.4, p. 14. As of 1 July 2014, the CPRs also require entities to
consider the quality of the goods and services as part of the overall assessment of whether a
submission is likely to achieve a value for money outcome. CPRs 2014, paragraph 4.5(a) p. 13.

39  Finance, CPRs, 2012, paragraph 4.5, p. 15.
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these the majority (15 procurements) were from one entity ACBPS, as shown in
Table 2.3.

Table 2.3: Documented value for money considerations for limited
tender procurements

Description ACBPS DFAT

Total limited tender procurements 41 | 37% | 38 | 35% | 31 | 28% | 110 | 100%

Number and per cent of limited tender 26 [ 63% | 34 | 89% | 29 | 94% | 89 | 81%
procurements where documentation
supporting an assessment of value for
money was provided to ANAO.

Number and per cent of limited tender 15 | 37% 4| 11% 2| 6% | 21| 19%
procurements where no
documentation supporting an
assessment of value for money was
provided to ANAO.®

Source: ANAO sample testing.
Note (a) This included situations where the entity could not provide any evidence to support a value for

money assessment, and a few instances where the entity asserted that the procurement

represented value for money but the assertion was not supported.
231 The ANAO found the most common documented considerations related
to price, fitness for purpose and the potential suppliers experience and
performance history (that is entities were confident the suppliers could
undertake the work to an acceptable standard).* The ANAO observed instances
where contracts had been ongoing for periods ranging from 10 to 30 years
during which time the entities had not reapproached or tested the market. This
indicates a tendency to follow minimal processes when limited tendering.
However, supporting documentation continued to indicate the entities were
satisfied that value for money was achieved.

40  There was minimal reference to flexibility to adapt to possible change over the lifecycle of the goods or
service and environmental sustainability.
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Examples of contracts where the absence of any recent approaches to market can
make it difficult for entities to demonstrate value for money has been considered and
achieved

DFAT: Four DFAT contracts in the audit sample were related contracts with the same
supplier. The initial procurement was for a commercial off-the-shelf software product. For the
first of the procurements the reason for conducting a limited tender stated ‘the current
approach follows an open approach to market in 2006 which failed to produce a desired
result; which was followed by a direct approach in 2010 to the vendor of one of the previously
offered products, which failed at the contract negotiation phase.” The first contract in the audit
sample was actually made under a work order pursuant to a master agreement with the
supplier dated December 2000. The other three contracts were also work orders issued under
the terms of the master agreement. The reported value of these four contracts was
approximately $2.7 million.

DHS: DHS reported a new contract on AusTender for approximately $189,534 for software
licensing. Supporting documentation indicated DHS officials sought approval to enter into
negotiations to initiate a new procurement via limited tender in 2013—-14. The proposal sought
to purchase additional rental of an existing product from the current supplier and to procure
other products from the supplier that had been previously procured through a reseller. The
condition supporting the use of limited tender cited was CPRs s.10.3(e).(a) Conditional support
for the procurement approach was provided by DHS central procurement unit officials on the
basis that while competing product suppliers existed, there was potential for a direct approach
to obtain practical value for money. Rather than enter a new contract DHS actually varied an
existing 1984 contract with the provider through an addendum executed in August 2013.

ANAO comment: The ANAO considers that in both these cases, since an open approach to
market had not been undertaken for many years (and in both cases it appeared alternative
suppliers existed) it is difficult to demonstrate that conducting limited tender provided the best
value for money. Further the 1984 contract was unlikely to offer the Commonwealth adequate
protection, as it did not cater for the changes to standard Commonwealth contract which are
currently in place.

Note (a) For additional deliveries of goods and services by the original supplier or authorised representative
that are intended either as replacement parts, extensions, or continuing services for existing
equipment, software, services, or installations, where a change of supplier would compel the
agency to procure goods and services that do not meet requirements for compatibility with existing
equipment or services.**

Quotation practices

2.32  Approaching more than one supplier for quotes introduces an element of
competition into a limited tender process and can assist entities in
demonstrating which option achieved value for money in the circumstances.
However, as other potential suppliers are excluded from the process it may not
necessarily represent best value for money —other suppliers may have provided
a better good or service at a more competitive price. In addition to obtaining
multiple quotes, there are other activities that entities can undertake to enhance
the likelihood of achieving value for money within the limited tender process.

41  Finance, CPRs, 2012, paragraph 10.3 e. p. 29.
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These include benchmarking costs for similar services received in the past,
negotiating strongly for discounted pricing or additional services rather than
accepting initial quotes provided, and periodically testing the market and
reviewing whether alternative procurement arrangements could be used.

2.33  Procurement processes impose costs on both entities and potential
suppliers. Entities should have regard to the scale, scope and relative risk of
procurement in deciding what process ensures a competitive value for money
outcome. Australian Government policy does not specify a minimum number of
quotes to be obtained. Each entity’s guidance specified a minimum number of
written quotes be obtained for purchases under $80,000.# For procurements
above the relevant threshold conducted by limited tender the guidance outlined
the need to comply with the CPRs, but was not specific on how, if possible, to
introduce competition within a limited tender process.

2.34 In the sample of limited tender procurements reviewed 41 per cent had
no evidence of any quotes being obtained. The results of ANAO’s analysis are
shown in Table 2.4.

42 Generally this ranged from three to six.
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Table 2.4: Number of quotes sought for limited tender procurements
in the audit sample

Description ACBPS

(\[oR %

Total limited tender 41 | 37% 38 35% 31| 28% | 110 | 100%
procurements examined

No. and per cent of limited 25 | 61% 18 47% 2 6% 45 41%
tender procurements where
from available evidence no
quotes were sought®

No. and per cent of limited 2| 5% 9 24% 12 | 39% 23 | 21%
tender procurements where
from available evidence one
quote was sought

No. and per cent of limited 14 | 34% 11 29% 17 | 55% 42 38%
tender procurements where
from available evidence more
than one quote was sought

Source: ANAO sample testing.

Note (a): These figures include situations where the entity did not seek quotes—including procurements
under standing offer arrangements, and a few instances where the entity could not provide
evidence that quotes were sought.

Note (b): Based on the contract amount as reported by the entities on AusTender (rounded).

235 In addition, while entities had documented their value for money
considerations in a high number of cases, copies of all requests for quotes, all
supplier responses and evidence of a comparison evaluation were often unable
to be provided. Maintaining copies of all requests for quotes, supplier responses
and evidence of a comparison evaluation where undertaken enhances the
transparency of the procurement process and can be drawn upon by a delegate
to help them gain assurance that a procurement is an effective, efficient,
economical and ethical use of public money prior to granting their approval.

Approving the expenditure of public money

2.36  Officials who approve proposed commitments of public money must be
satisfied that they have acted in accordance with the CPRs and not in a manner
inconsistent with the policies of the Australian Government. The terms or basis
of the approval be should be recorded. The approval can be recorded in many
different forms including emails, electronic approvals in information systems,
signed briefs or minutes or purchase orders. In addition, approval had to be
obtained prior to the entity entering into the contractual arrangement.
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2.37  For the sample of limited tender procurements, documentation forming
procurement approvals was of varying standards, and often did not clearly set
out the basis for delegates” decisions. In addition, delegates were not always
provided with key elements of the spending proposal, such as the items, cost,
parties and timeframes. For example in ACBPS the internal processes for limited
tender procurements relied on a one step approval approach. Under this process
delegate approval was required to be obtained prior to approaching the market.
Spending proposals would, among other things, set out the need for the
procurement, details of the intended approach to market, an estimate of the cost
and in some cases identify the potential supplier(s) to be approached. The
approach adopted meant that approval for spending public money was obtained
prior to the conclusion of the procurement process. As a result the delegate may
not have been aware of the successful supplier and final cost of the procurement.

238 The ANAO also observed instances where, based on supporting
documentation, delegates were incorrectly advised in relation to how the
procurement process was to be conducted. For example in one instance in
DFAT, approval was sought to conduct a limited tender and the delegate was
advised that the intended approach was to directly email a specific supplier and
request a formal written quote. However, DFAT officials had already
approached and obtained quotes from other potential suppliers prior to seeking
approval to approach the market and had also decided to limit the number of
potential suppliers to Canberra based suppliers. The approach excluded any
other potential providers who may have had the capability to provide the
required services.*® In addition, in each of the audited entities there was often no
evidence that request for quote documentation, supplier responses and to a
lesser extent even a summary comparison of quotes, was provided to delegates
when requesting their approval for the procurement.

239 The ANAO assessed how many of the procurements had evidence of
approval, prior to entering into a contractual relationship with the supplier. The
results are outlined in Table 2.5.

43  DFAT advised that the Department conducted a limited tender given the relevant timeframes and the
importance of providing this service at a critical juncture of the integration process (following a
machinery of government change whereby AusAID was assimilated into DFAT). DFAT further advised
the tender was conducted as an initial pilot and that in response to the ANAO’s observations an open
tender will be conducted for the services during 2015-16.
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Table 2.5: Documented approval for limited tender procurements

Description ACBPS Totals

(\[oR % . . (\[oR %

Total number of limited tender 41 | 37% | 38 | 35% | 31 | 28% | 110 | 100%
procurements examined

Total number and per cent of limited 32 | 78% | 34 |89% | 15| 48% | 81| 74%
tender procurements for which the
entity maintained documentation of
approval prior to entering the
arrangement.

Number and per cent of limited tender 9| 22% 41 11% | 16 | 52% | 29 | 26%
procurements where no
documentation supporting approval
prior to entering the arrangement.

Source: ANAO sample analysis.

240  Entities need to ensure there is sufficient accurate and timely information
provided to delegates. This information should detail on the nature of the
procurement, cost, parties (supplier) and intended timeframe. Providing such
information enables the delegate to make an informed decision on whether the
proposed expenditure is an efficient, effective, economical and ethical use of
resources and in accordance with government policy. Records of the approval
should be sufficient to provide others with an understanding of decisions made
and the basis of those decisions.

Ethical behaviour and conflict of interest considerations

241  Officials undertaking procurement for the Australian Government must
act ethically throughout the procurement. Ethical behaviour includes the
management of conflict of interest.* Entities can reduce the risk of actual,
potential or perceived conflict of interest, and the associated consequences for an
entity’s reputation, by setting expectations for the behaviour of officials, such as
through statement of values and a code of conduct.

242  The ANAO examined whether supporting documentation for a sample
of 110 limited tender procurements demonstrated evidence of consideration of
conflict of interest.

243 The CPRs do not mandate that conflict of interest considerations be
documented. However, the need to be aware of and manage conflict of interest

44 Finance, CPRs, 2012 p. 18, paragraph 6.6.
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was raised in each of the entities guidance. From the sample of limited tender
procurements reviewed, there was often no or minimal evidence of specific
consideration of conflict of interest. In addition, as mentioned in paragraph 2.35
copies of all requests for quotes and all supplier responses were not available for
all procurements examined. Maintaining such documentation assists entities
demonstrate equitable treatment of suppliers and allows delegate or other
officials to see the basis for selecting individual suppliers.

244 The ANAO observed in this, and previous audits, that some entities
internal procurement processes for open tender procurement (above the relevant
threshold), require members of the evaluation team to certify that no conflict of
interest exists. However, the same formal requirement for limited tender
procurement did not apply, notwithstanding the inherent risk that certain
suppliers may receive favourable treatment and exclusive access to high value
contracts. There is a need for entities to increase their focus on conflict of interest
and the documentation of considerations made in this respect, particularly for
limited tender procurement.

Conclusion

245  Value for money is enhanced through proper procurement planning that
supports the selection of an appropriate procurement method through
encouraging fair and open competition commensurate with the size, scale and
risk of the procurement. When undertaking any procurement entity officials
need to determine whether the goods or services to be purchased are subject to
coordinated procurement arrangements and/or whether any of the
Commonwealth procurement connected policies apply.

246  Estimating the expected value of a procurement is a key step in
determining an appropriate procurement method. For high value or more
complex procurements, involving the delegate early in the planned procurement
approach can assist in ensuring the intended approach complies with the rules
and principles established in the CPRs. The ANAQO’s analysis of a sample of
110 procurements identified that planning documentation contained an
estimated value of the procurement in 84 per cent of cases and there was
evidence of delegate approval or clearance to approach the market in 75 per cent
of the procurements reviewed.

2.47  For high value limited tender procurement entities must document the
circumstances and conditions that justified limited tender and how the
procurement represented value for money. For a sample of 51 high value
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procurements examined by the ANAO justification for limited tender was only
documented in 73 per cent of cases. In addition evidence of a value for money
assessment was only available in 81 per cent of cases. Furthermore, evidence of
approval being obtained prior to entering into any arrangements with the
supplier was only found in 75 per cent of procurements reviewed.

248 Opverall these findings indicate that, to varying degrees, entities
approaches were not fully effective in satisfying the procurement principles,
including value for money and fair and open competition. Therefore entities
need to better balance the broader benefits of competitive tendering with
streamlined practices when undertaking procurement. Such a balance would see
entities giving greater consideration to the scope of the potential procurement
need at the outset and more often seeking opportunities to approach the market
to enhance the potential to achieve value for money. It is important for entities to
ensure that when adopting procurement processes, these are undertaken in a
manner that consistently considers and addresses the objectives, rules and
requirements of the government’s procurement framework
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3. Procurement Support, Review and
AusTender Reporting

This chapter examines entities” arrangements to support procurement processes. These
include procurement guidance and training, and the role of central procurement units.
It also examines the audited entities” classification and reporting of procurements on
AusTender and the associated implications for accountability and transparency of
Australian Government procurement.

Introduction

31 The Commonwealth Procurement Rules (CPRs) represent the
Government’s policy framework under which entities conduct procurement.
The CPRs are supported by guidance material prepared by the Department of
Finance (Finance).** Entities determine their own procurement practices,
consistent with the CPRs, through Accountable Authority Instructions* and, if
appropriate, supporting operational guidelines. Entity central procurement units
(CPUs)¥ are internal units containing procurement specialists to advise entity
officials in undertaking appropriate procurement processes and assist in
ensuring relevant requirements are met.

3.2 Transparency is also a key principle of the Australian Government
procurement framework. Transparency of Commonwealth contracts enables
scrutiny of procurement activity. Generally transparency is facilitated through
the disclosure of certain details of entities’ procurement activities, such as
publishing details of approaches to market (including specifying if these
approaches were open, prequalified or limited tender), the contracts awarded
and their values on AusTender.*

45  Guidance material can be found on the Finance website available from <http://www.finance.gov.au/
procurement/procurement-policy-and-guidance/index.html> [accessed February 2015].

46  Prior to the introduction of the PGPA Act 2013 the equivalent of an Accountable Authority Instructions
AAI was known as Chief Executive Instructions.

47 A CPUs’ and/or an equivalent area’s responsibilities may include: strategic procurement planning;
oversight or management of procurement processes; provision of procurement advice and support;
development and maintenance of procurement policy and guidance; provision of procurement training;
monitoring of entity procurement activity; and management of contract data and reporting.

48  The information to be reported includes the supplier’s details, the value of the contract, a description of
the goods or services procured and the contract start and end dates.
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3.3 For each audited entity, the ANAO examined available procurement
guidance and training, and the role of the CPU. The ANAO also examined entity
performance with respect to the reporting of contracts on AusTender.

Procurement related guidance

34 Clear, practical and current procurement policy and guidance is
important to foster a good understanding of an entity’s procurement
responsibilities, and to support the consistent application of sound practices
throughout the entity. Delegates and entity officials must conduct procurements
in accordance with the CPRs and their entity instructions and relevant
operational guidelines which must be consistent with the CPRs. The extent that
entity officials are involved in procurement can vary from regular to infrequent
depending on the position held. This can pose a challenge for entities in
providing an appropriate mix of guidance, training and support to meet the
needs of officials with procurement responsibilities.

3.5 All audited entities had procurement instructions and guidance that
reflected the requirements of the CPRs#* In relation to limited tender
specifically, entity instructions and procurement guidance on its use accorded
with the requirements of the CPRs. Each entity periodically reviewed and
updated guidance and made this available to all officials through internal
intranets.

3.6 Entities are also expected to make appropriate training available to
officials to enable them to understand the requirements of the CPRs and the
entity’s specific requirements when conducting procurements. Each of the
audited entities had formal procurement training available to officials on an as
needed basis, with additional support available from their CPUs.

49  The ANAO noted one aspect of ACBPS'’s guidance that could potentially result in the entity
misreporting the correct procurement method. The guidance stated ‘the Procurement Spending
Proposal will need to indicate one of the following: An Open Tender; or A Select Tender or A Direct
Source justifying the condition for direct sourcing (that is a Coordinated Procurement Contracting, a
Panel Arrangement, a Cooperative Agency Procurement, or in accordance with clause 8 of CPGs).
ACBPS Internal Guidance 2.4/1 Guidelines for the Procurement of Goods & Services 1 July 2012
(p. 32). The ANAO notes that procurements from coordinated procurements and panel arrangements
are not direct source (limited tender) procurements and such advice has the potential to mislead
officials undertaking procurement and result in reporting errors on AusTender.
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Role of central procurement units

3.7 CPUs are generally well placed to provide advice and support to officials
undertaking procurements and identity opportunities to improve procurement
practices through establishing efficient arrangements and practices that
encourage competition and enhance value for money. Previous ANAO audits
have commented on the benefits of entities maintaining a CPU to provide
specialist advice and support when procurement responsibilities are devolved
within the entity.®® Within the audited entities, procurement activities were
generally devolved to individual business areas with support available from the
CrU.

3.8 Procurement monitoring and review is an important activity for entities
to determine the performance of their procurement activities and to inform
future procurement planning and management. Common mechanisms entities
may use to monitor and review procurement activities include review by CPUs
and internal audit. For limited tender procurements over the relevant threshold,
each of the audited entities required the procurement proposal to be reviewed
by the CPU prior to being submitted to the delegate for approval. The nature of
these reviews was to provide advice on whether the proposed approach was
consistent with the CPRs and, in particular, whether justification for the use of
limited tender appeared appropriate. Notwithstanding review by the CPUs not
all of the procurements examined by the ANAO met the conditions for limited
tender as outlined in the CPRs. This suggests that in some instances, entity
officials and delegates have not fully understood the practical application of the
Australian Government’'s procurement framework, including the need to
encourage competition through competitive procurement processes. Given the
findings identified in this audit the ANAO considers there is scope for entities to
strengthen their review arrangements as indicated in Recommendation No. 1 at
paragraph 2.23.

3.9 Given the complexity of many procurement processes, it is important
that CPU officials have relevant expertise to enable them to carry out their role
efficiently and effectively, and in compliance with entity and government
requirements. CPU officials in the audited entities were not required to have
qualifications to fulfil their roles. However the ANAO observed that CPU

50  For example, in ANAO Audit Report No.11 2010-11 Direct Source Procurement, the ANAO found both
greater levels of compliance with the then Commonwealth Procurement Guidelines where an entity
required CPU involvement in decisions to direct source higher value procurements, pp. 121-122.
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officials generally held procurement qualifications and/or had relevant
procurement experience.

AusTender contract reporting

3.10 Reporting fully and accurately on AusTender is one of the primary
methods used by entities to meet their procurement obligations of accountability
and transparency. Entities must report contracts and amendments on
AusTender within 42 days of entering into (or amending) a contract if they are
valued at or above $10 000.

Contract notice reporting errors

311 The ANAO selected a sample of 155 contract notices that had been
reported as resulting from limited tender procurement processes. The contract
notices were published by the audited entities on AusTender between
1]July 2013 and 30 June 2014. For each of contracts in the audit sample the
ANAOQO compared the details of the contracts examined with the information
reported on AusTender by the audited entities. The ANAQO assessed whether:
the AusTender details matched the actual contract details; the procurement
method was reported correctly; and the contract was reported on AusTender
within 42 days of the reported commencement date. Of the contract notices

published only 26 per cent met all of these reporting requirements as shown in
Table 3.1.

3.12  Discrepancies in reporting included the reporting of contract values
(which matched in only 65 per cent of cases), as well as contract start and end
dates. In addition only 66 per cent of contract notices were reported on
AusTender within the 42 day timeframe.
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Table 3.1: Contract notice reporting errors

Description ACBPS DFAT

No. % No. )

Number of reported limited tender 50 | 32% 55 | 35% 50 | 32% | 155 | 99%
procurements selected for
examination.

Number and per cent of contract 45 | 90% 49 | 89% 34 | 68% | 128 | 83%
notices where the reported contractor
details matched.

Number and per cent of contract 42 | 84% 46 | 84% 34| 68% | 122 | 79%
notices where the reported subject
matter was correctly reported.

Number and per cent of contract 38 | 76% 38 | 69% 25 | 50% | 101 | 65%
notices where the reported contract
value matched.

Number and per cent of contract 32 | 64% 33 | 60% 14 | 28% 79 | 51%
notices where the reported start date

matched.

Number and per cent of contract 30 | 60% 36 | 65% 16 | 32% 82 | 53%

notices where the reported
anticipated end date matched.

Number and per cent of contract 32 | 64% 41 | 75% 30 | 60% | 103 | 66%
notices reported on AusTender within
42 days (based on the contract start
dates reported by entities on
AusTender).

Total number and per cent of contract 15 | 30% 21 | 38% 5| 10% 41 | 26%
notices where all the contract details
were correctly reported on
AusTender.

Source: ANAO analysis.
Note: Percentages may not add to 100 per cent due to rounding.

Misreporting of the procurement method

3.13  All of the procurement contract notices were reported on AusTender as
contracts entered into as a result of limited tender. However, for a variety of
reasons, 29 per cent (Table 3.2) of these had in effect been misreported. The
ANAO observed instances where entities would approach suppliers on a
pre-existing panel or multi-use list and incorrectly identify the proposed process
as a limited tender, even though these arrangements had generally been
established via an open tender process. In addition, variations or extensions to
existing contracts had also been misreported as new contract notices on
AusTender. In these cases, entities should have amended the existing notice for
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the relevant contract. There were also instances where grants, which are not
procurements for the purposes of the CPRs, were incorrectly reported on
AusTender.

Table 3.2: Breakdown of procurement methods for sample contract

notices
Description ACBPS DFAT DHS Total
Number of reported limited tender procurements 50 55 50 155

selected for examination

Number of contract notices resulting from an open or 5 11 6 22
prequalified tender procurement process but misreported
as limited tender.

Number of contract notices misreported as limited tender 4 6 13 23
procurements.®

Total number of contract notices misreported on 9 17 19 45
AusTender as being conducted through a limited tender
procurement process.

Number of contract notices correctly reported as 41 38 31 110
resulting from a limited tender procurement process
and remaining in the audit sample.

Source: ANAO analysis.
Note (a): These figures include three duplicate entries and listings that were variations and/or extensions to

existing contracts that were misreported as separate contracts and grant arrangements.
314 Eleven of the misreported contract notices were extensions to existing
contracts for the ongoing provision ICT licence maintenance and support costs.*!
A number of these contracts had been in place for many years and in one instance
for around 30 years. Instead of amending the existing contract notice on
AusTender to reflect changes to the period and value of the contract, new contract
notices were created that only reflected the period and value of the extension. As a
result, AusTender showed multiple contracts with the same supplier for similar
services. This means that it would be difficult for interested parties (including
suppliers) to determine the full value of contracts awarded as they would need to
identify all of the related contract notices. This would not necessarily be a
straightforward matter as contract details (including descriptions, contractor

51 ICT encompasses all hardware, software, personnel and services involved in the design,
development, implementation, maintenance, support, sustainment, operation and management of
technologies to store, retrieve, manipulate and communicate computer based information. This
includes software applications, computer hardware and support services to convert, store, protect,
process, transmit, and securely retrieve information.
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details, value and procurement method) are often misreported and the
transparency of the information provided on AusTender is consequently reduced.

3.15 Similar issues were noted for non-ICT contracts. For example in
November 2000, following an open approach to market, DFAT entered into a
two year contract for the provision of cleaning and janitorial services. DFAT
exercised a contractual option to extend the contract for a further period of two
years to 31 October 2004. While no provision for an additional extension was
included in the original terms of the contract, DFAT, by agreement with the
supplier, extended the contract by a further 13 months to 30 November 2005.
After this date the arrangement was continued on a month-to-month basis, until
early 2015. Separately, DFAT outsourced management of its domestic property
management activities in 2013, and advised the ANAO that its domestic
property manager assumed responsibility for the provision of cleaning and
janitorial services and let a new subcontract in April 2015. DFAT advised that
total expenditure under the contract from 1 November 2000 until 30 June 2014
was approximately $9.5 million. DFAT reported two separate contract notices on
AusTender for the provision of these services. However neither notice accurately
reflected the correct contract details including the supplier, the contract period,
the total contract value or the procurement method.

3.16 Notwithstanding that guidance and training relating to contract
reporting was available within entities (see paragraph 3.4) and that the
Department of Finance also maintains procurement guidance on its website, the
above results indicate officials continue to misunderstand the various
procurement methods—that is open, prequalified or limited tender, and
AusTender contract reporting requirements. Incorrect reporting of procurements
has the potential to mislead, particularly in relation to the extent to which
procurements are open to competition.

3.17  The findings of this audit mirror the findings in previous ANAO audits
regarding the need for entities to improve the data they report to make sure that
it is accurate and reliable. This could include through the introduction of periodic
quality checks. For example Audit Report No.12014-15 Confidentiality in
Government Contract: Senate Order for Departmental and Agency Contracts (Calendar
Year 2013 Compliance) recommended that to increase accuracy in reporting of
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contract information, entities need to improve data capture and reporting for
their Senate Order contract listings and on AusTender.>

Recommendation No.2

318 To improve the accuracy and transparency of Commonwealth
procurement information on AusTender, the ANAO recommends that entities
review their reporting arrangements, including quality checks, in order to
improve the accuracy and timeliness of contract information reported on
AusTender.

Australian Customs and Border Protection Services
319  Agreed.

Department of Foreign Affairs and Trade

3.20  Agreed. Major reforms to DFAT procurement policy and procedure were
implemented on 1 July 2014 with the establishment of a Centralised Purchasing Unit
(CPU). Procurement reporting has been centralised in the CPU with process
improvements made to data capture, AusTender reporting systems and reporting
compliance. Guidance regarding procurement methods including reporting is now
included in policy documents, templates and reporting systems. DFAT views that the
reforms introduced to date have addressed many of the issues identified in this audit but
as a matter of good practice will continue to review and refine its procurement policies
and practices to ensure compliance with the CPRs.

Department of Human Services

3.21  Agree. The department has already completed, or is in the process of completing,
a range of actions to enhance the ESSentials e-procurement system which will address a
number of the issues raised. In addition, the introduction of an inflight verification action
will see a centralised, manual review of all contract notices against key criteria prior to
batch upload.

52  ANAO Audit Report No.1 2014-15 Confidentiality in Government Contract: Senate Order for
Departmental and Agency Contracts (Calendar Year 2013 Compliance).p. 22.
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Department of Finance

3.22  Supported. The integrity of data reported on AusTender by entities is of
paramount importance to Finance. The data is in the public domain and frequently
attracts interest from the Parliament, the media and other jurisdictions. In addition,
Finance uses the data to provide an evidence base for future policy development, to report
annual procurement statistics and to dispel myths about Commonwealth procurement.

Conclusion

323 Many procurement processes, including limited tender procurements,
involve complex requirements and judgements and it is important that entity
officials have, or are able to, draw on procurement guidance and training as well
as relevant expertise such as central procurement units (CPUs), to enable them to
carry out their procurement activities efficiently and effectively, and in compliance
with government and entity requirements. Notwithstanding the existence of
guidance and training and in many cases review by the CPU, a number of
procurements examined by the ANAO were incorrectly reported on AusTender
and entities need to improve the accuracy of reported information AusTender.

324 The ANAO observed that the misclassification of procurements as
limited tender and the incorrect reporting of contract details on AusTender was
common across the audited entities. In particular, 29 per cent of the ANAO's
sample of procurements was misclassified as limited tender and only 26 per cent
of the procurements had all the basic contract details (supplier, subject matter,
value and period) correctly specified and were reported on AusTender within
the mandated 42 days. Such incorrect reporting of procurement information on
AusTender diminishes the transparency of Commonwealth procurement and
the results in this audit reflect similar findings identified in previous ANAO
audits which reinforce the need for entities to improve performance in this area.
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3.25 In the broader context, the information reported by entities on AusTender
provides the basis for Finance’s Statistics on Australian Government Procurement
Contracts53 published on Finance's website each year, and is used as a basis for
policy development. The information is also used by suppliers and other
stakeholders to monitor government business opportunities. As such, entities
should make sure that contract information reported on AusTender is accurate.

==

Tan McPhee Canberra ACT
10 June 2015

53  Finance, Statistics on Australian Government Procurement Contracts [internet].
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Appendix 1  Entities’ Responses

Australian Government

Australian Customs and
Border Protection Service

Chief Executive Officer
|

Customs House

5 Constitution Avenue

Canberra City ACT 2601

Phone: (02) 6275 6800
Email: ESU@customs.gov.au

Dr Andrew Pope

Group Executive Director
Performance Audit Services Group
Australian National Audit Office
GPO Box 707

Canberra ACT 2601

Dear Dr Pope
Proposed cross entity audit report on use of limited tender procurement

Thank you for providing the Australian Customs and Border Protection Service
(ACBPS) with an opportunity to respond formally to the proposed Use of Limited
Tender Procurement report.

The ACBPS agrees with both recommendations of the proposed report. The
formal response, which can be reproduced for the report as requested, is at
Attachment A.

The ACBPS contact officer for this matter is Ms Sanaz Mirzabegian, Assistant
Secretary, Procurement and Contracts Branch, who can be reached on
(02) 6264 4030.

Yours sincerely

ﬁal Outram APM

A/g Chief Executive Officer
J/ ~June 2015
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Atta_chme nt A

Australian Customs and Border Protection Service Response to the
Recommendation of the Proposed Audit Report on Limited Tender
Procurement

The Australian Customs and Border Protection Service (ACBPS) agrees with
both recommendations of the proposed report.

Recommendation No.1

2.23 To assist delegates to make more informed decisions that support the
achievement of value for money and increase compliance with the
CPRs when conducting limited tender procurements, the ANAO
recommends that entities review, and where necessary strengthen:

a) pre-approval compliance assurance mechanisms; and

b) supporting documentation including the estimated procurement
value, the justification for using limited tender and how the
procurement represented value for money in the circumstances.

ACBPS Response
e Agreed

Recommendation No.2

3.18  To improve the accuracy and transparency of Commonwealth
procurement information on AusTender, the ANAO recommends that entities
review their reporting arrangements, including quality checks, in order to
improve the accuracy and timelines of contract information reported on
AusTender.

ACBPS Response
e Agreed
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Australian Government
Department of Foreign Affairs and Trade

Secretary Telephone: 02 6261 2472
Facsimile: 02 6273 2081

File Number: 14,/22228

1L May 2015

Dr Andrew Pope

Group Executive Director
Performance Audit Services Group
Australian National Audit Office
19 National Circuit

Barton ACT 2600

D&U :D»r rl)ﬂk;b

Thank you for your letter of 7 May 2015 providing a copy of the ANAO’s proposed
audit report on Limited Tender Procurement, issued under s19 of the Auditor-
General Act 1997. This letter provides DFAT’s formal response for inclusion in
your audit report and on the ANAO website. At Attachment A we provide a
summary response, response to the two recommendations and a fuller response
to issues raised in the audit report for inclusion as an attachment to the audit
report.

I would like to thank your audit team for their professionalism and work
developing the report and its findings. As previously noted, DFAT would welcome
the sample testing results being provided to individual contract owners as a
means of embedding good practice in procurement. This can be coordinated
through our Internal Audit Branch who provided initial tasking to business areas
for the sample data collection. If you have any further questions or would like
clarification of our commentary please contact John Donnelly on 6261 1137.

I look forward to receiving the final report prior to its tabling.

Yours sincerely
Peter N Varghese AO

R G Casey Building, Barton ACT 0221 www.dfat.gov.au
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ATTACHMENT A
S19 LIMITED TENDER PROCUREMENT — DFAT RESPONSE

Summary response

DFAT welcomes the findings in this report as a means of continuing to improve procurement
practices in the Department. DFAT notes that agreements audited were undertaken prior to the roll
out of significant procurement reforms which came into effect on 1 July 2014 as part of the
integration of the former AusAID and elements of the Tourism and Climate Change departments
with DFAT and introduction of the Public Governance, Performance and Accountability (PGPA)
Act 2013. Following the establishment of a single centralised Contracting Services Branch, which
provides the functions of a Centralised Purchasing Unit (CPU), a new procurement policy
framework, underpinned by a range of guidelines, templates and tools was promulgated. The
framework has standardised procurement practice and further instilled value for money principles
and embeds compliance with the Commonwealth Procurement Rules (CPRs) through procurement
processes. Procurement reporting has also been centralised in DFAT’s CPU and improvements have
been made to data capture, AusTender reporting systems and reporting compliance. DFAT
considers that the reforms introduced to date have addressed many of the issues identified in this
audit but as a matter of good practice will continue to review and refine its procurement policies
and practices to ensure compliance with the CPRs.

DFAT’s responses to the ANAO’s specific recommendations are set out below:

Recommendation 1

To assist delegates to make more informed decisions that support the achievement of value for

money and increase compliance with the CPRs when conducting limited tender procurements, the

ANAO recommends that entities review, and where necessary strengthen:

(a) pre-approval compliance assurance mechanisms; and

(b) supporting documentation including the estimated procurement value, the justification for using
limited tender and how the procurement represented value for money in the circumstances.

DFAT response

Agreed. The implementation on 1 July 2014 of a standardised and comprehensive procurement
policy framework across the newly integrated department focusses on achieving value for money
(VFM) and compliance with the Commonwealth Procurement Rules (CPR) through competitive
processes. Updated documentation — including delegate approval templates, procurement planning
tools and guidance — articulate requirements to record the procurement need, estimated value,
procurement process and how the method of procurement will achieve VFM. Centralised quality
assurance and control mechanisms are now in place for procurements and limited sourcing is
subject to CPR exemption approval processes. DFAT’s CPU also leads significant procurements
based on value, risk and complexity thresholds. Procurement training and professionalisation
strategies are under development and will further enhance DFAT’s performance in this area.

Recommendation 2

To improve the accuracy and transparency of Commonwealth procurement information on
AusTender, the ANAO recommends that entities review their reporting arrangements, including
quality checks, in order to improve the accuracy and timeliness of contract information as reported
on AusTender.

DFAT response

Agreed. Major reforms to DFAT procurement policy and procedure were implemented on 1 July
2014 with the establishment of a Centralised Purchasing Unit (CPU). Procurement reporting has
been centralised in the CPU with process improvements made to data capture, AusTender reporting
systems and reporting compliance. Guidance regarding procurement methods including reporting is
now included in policy documents, templates and reporting systems. DFAT views that the reforms
introduced to date have addressed many of the issues identified in this audit but as a matter of good
practice will continue to review and refine its procurement policies and practices to ensure
compliance with the CPRs.

Page 1 of 2
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ATTACHMENT A
$19 LIMITED TENDER PROCUREMENT - DFAT RESPONSE

Full response

DFAT welcomes the findings in this report as a means of continuing to improve procurement
practices in the Department. DFAT notes the overall use of limited sourcing is significantly below
Commonwealth averages and in 2013-14 limited sourcing represented 27% by volume and 13% by
value of agreements gazetted, compared to a Commonwealth average of 56% and 47% respectively.
DFAT further notes agreements audited were undertaken prior to the roll out of significant
procurement reforms which came into effect on 1 July 2014 as part of the integration of the former
AusAID and elements of the Tourism and Climate Change departments with DFAT and
introduction of the Public Governance, Performance and Accountability Act 2013 (PGPA Act).

DFAT’s Contracting Services Branch provides the functions of a Centralised Purchasing Unit
(CPU), including maintaining DFAT’s procurement policy framework, leading complex non-ICT
procurements and quality assuring non-ICT procurements above defined value, risk and complexity
thresholds. DFAT has also centralised ICT procurements in a second division, with these
procurements being subject to DFAT’s procurement policy framework, DFAT’s CPU centralises
the majority of the department’s procurement professionals and acts as a central repository for
procurement advice.

DFAT has developed and promulgated an overarching procurement policy framework, underpinned
by procurement guidance, templates and tools in order to standardise procurement practice and
embed compliance with the Commonwealth Procurement Rules (CPR) into procurement processes.
Procurement reporting has also been centralised in the CPU resulting in significant process
improvements to data capture, AusTender reporting systems and reporting compliance. DFAT’s
Secretary’s Instructions and Financial Management Manual also reiterate the role of DFAT’s CPU
and key financial approval requirements for the expenditure of Commonwealth funds.

In accordance with the CPRs, DFAT’s procurement policy framework is underpinned by the
principle of value for money. The framework was developed taking into account prior audit
findings. Procurement planning and approval templates detail the requirement to document the
procurement need, estimated value, procurement process and how the method of procurement
achieves value for money, as part of the process of delegate decision making. These documents also
outline the key delegate approval points, procurement processes, probity, records management and
reporting requirements. Competitive procurement mechanisms are to be used unless the delegate
approves otherwise and in all cases value for money must be assessed and demonstrated.
Centralised quality assurance and control mechanisms are in place for procurements and limited
sourcing is subject to CPR exemption approval processes.

DFAT’s CPU, in collaboration with the department’s finance area, provides financial and
procurement related training to DFAT staff in Australia and also at posts overseas. A range of new
courses are also under development in addition to a procurement professionalisation strategy to
ensure the department continues to build procurement capability and skills. To reinforce the
capacity and capability of DFAT’s CPU, recruitment of procurement and contracting specialists is
also being undertaken.

DFAT considers the reforms introduced to date have addressed many of the issues identified in this

audit but as a matter of good practice will continue to review and refine its procurement policies
and practices to ensure compliance with the CPRs.

Page 2 of 2
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Australian Government

Department of Human Services
Kathryn Campbell CSC
Secretary
Ref: EC15/153
Dr Andrew Pope
Group Executive Director
Performance Audit Services Group
Australian National Audit Office
GPO Box 707

CANBERRA ACT 2601
Dear WAW

Thank you for the opportunity to comment formally on the proposed ‘section 19” report
arising from the Australian National Audit Office’s (ANAO) performance audit of Limited
Tender Procurement, dated 7 May 2015.

The Department of Human Services (the department) agrees with the ANAO’s
recommendations.

Attachment A to this letter details the department’s overall response to the proposed report
and to each of the ANAQO’s recommendations.

If you would like to discuss the department’s response, please do not hesitate to contact
Ms Liz Bundy, National Manager, Procurement and Contract Management
on 02 6133 0383.

Yours sincerely

Kathryn Campbell

5 June 2015

PO Box 7788, Canberra Business Centre ACT 2610 « Telephone (02) 6223 4411 » Facsimile (02) 6223 4489
Internet www.humanservices.gov.au
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Appendix 1

Attachment A

Response to the section 19 report on the performance audit of Limited
Tender Procurement

Recommendation No.1

To assist delegates to make more informed decisions that support the achievement of value for
money and increase compliance with the CPRs when conducting limited tender procurements,
the ANOA recommends that entities review, and where necessary strengthen:

a) Pre-approval compliance assurance mechanisms; and

b) Supporting documentation including the estimated procurement value, the
justification for using limited tender and how the procurement represented value
for money in the circumstances.

Department of Human Services (DHS) response:

Agree. The department notes the finding that a justification for a limited tender was provided
in 100% of DHS sample procurements subject to Division 2. The department intends to
continue this level of performance by ensuring procurement officers remain aware of limited
tendering requirements with the introduction of training and guidance material that reinforce
and support the limited tendering process. )

Recommendation No.2

To improve the accuracy and transparency of Commonwealth procurement information on
AusTender, the ANAO recommends that entities review their reporting arrangements,
including quality checks, in order to improve the accuracy and timeliness of contract
information reported on AusTender

DHS response:

Agree. The department has already completed, or is in the process of completing, a range of
actions to enhance the ESSentials e-procurement system which will address a number of the
issues raised. In addition, the introduction of an inflight verification action will see a
centralised, manual review of all contract notices against key criteria prior to batch upload.

Summary of response for inclusion in ‘Summary’ section of report

The Department of Human Services welcomes this report and considers that implementation
of its recommendations will support the work already being undertaken within the department
to improve contract notice reporting and the correct application of the procurement method.

The Department of Human Services agrees with the ANAO’s recommendations. The
department has already completed, or is in the process of completing, a range of actions to
enhancements to the ESSentials e-procurement system which will address a number of the
issues raised within the report. In addition, the introduction of an inflight verification action
will support the implementation of the recommendations, as will an increased emphasis on
limited tendering in procurement training and guidance material.
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Australian Government

Department of Finance

Jane Halton PSM
Secretary

Our Ref: SEC0011814

Dr Andrew Pope

Group Executive Director
Australian National Audit Office
GPO Box 707

Canberra ACT 2601

Dear Dr Pope

Thank you for your letter of 8 May 2015, requesting comment from the Department of
Finance on the proposed audit report on the Performance Audit: Limited Tender
Procurement.

Finance’s response is provided at Attachment A to this letter. If you would like to discuss
the Department’s response, please do not hesitate to contact Ms Yvette Sims, Assistant
Secretary, Procurement Policy Branch, on (02) 6215 2970.

Yours sincerely,

Secretary

% June 2015

John Gorton Building, King Edward Terrace, Parkes ACT 2600 » Telephone 02 6215 3445 ¢ Facsimile 02 6273 1925
Internet www.finance.gov.au
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Appendix 1

Attachment A

Response to section 19 report on the performance audit of Limited Tender
Procurement

Recommendation 1

To assist delegates to make more informed decisions that support the achievement of
value for money and increase compliance with the CPRs when conducting limited tender
procurements, the ANAO recommends that entities review, and where necessary
strengthen:

a)  pre-approval compliance assurance mechanisms; and

b)  supporting documentation including the estimated procurement value, the
justification for using limited tender and how the procurement represented value for
money in the circumstances.

Finance Response:

Supported. Adequate assurance processes and documentation are an important internal
control mechanism to support delegates in their decision making processes relating to
procurement.

Recommendation 2

To improve the accuracy and transparency of Commonwealth procurement information
on AusTender, the ANAO recommends that entities review their reporting arrangements,
including quality checks, in order to improve the accuracy and timeliness of contract
information reported on AusTender.

Finance Response:

Supported. The integrity of data reported on AusTender by entities is of paramount
importance to Finance. The data is in the public domain and frequently attracts interest
from the Parliament, the media and other jurisdictions. In addition, Finance uses the data
to provide an evidence base for future policy development, to report annual procurement
statistics and to dispel myths about Commonwealth procurement.
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Appendix 2  Exemptions from Division 2 of the

Commonwealth Procurement Rules

Procurements that are exempt from the rules of Division 2 by the operation of
Appendix A are still required to be undertaken in accordance with value for
money and with the rules of Division 1 of these CPRs. Division 2 does not

apply to:

1.

10.
11.

12.

leasing or procurement of real property or accommodation (note: the
procurement of construction services is not exempt);

procurement of goods and services by a relevant entity from other
Commonwealth, state, territory or local government entities when no
commercial market exists or when legislation or Commonwealth policy
requires the use of a government provider (for example, tied legal
services);

procurements funded by international grants, loans or other assistance,
when the provision of such assistance is subject to conditions
inconsistent with this document;

procurements funded by grants and sponsorship payments from
non-Commonwealth entities;

procurement for the direct purpose of providing foreign assistance;
procurement of research and development services, but not the procurement
of inputs to research and development undertaken by a relevant entity;

the engagement of an expert or neutral person, including engaging
counsel or barristers, for any current or anticipated litigation or
dispute;

procurement of goods and services (including construction) outside
Australian territory, for consumption outside Australian territory;
acquisition of fiscal entity or depository services, liquidation and
management services for regulated financial institutions, and sale and
distribution services for government debt;

procurement of motor vehicles;

procurement by the Future Fund Management Entity of investment
management, investment advisory, or master custody and safekeeping
services for the purposes of managing and investing the assets of the
Future Fund

procurement of blood plasma products or plasma fractionation services;
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13.
14.

15.
16.

17.

Appendix 2

procurement of government advertising services;>

procurement of goods and services by, or on behalf of, the Defence
Intelligence Organisation, the Australian Signals Directorate, or the
Defence Imagery and Geospatial Organisation;

contracts for labour hire;

procurement of goods and services from a business that primarily exists
to provide the services of persons with a disability; and

procurement of goods and services from an SME with at least 50 per cent
Indigenous ownership.®

54

55

This includes information and advertising services for the development and implementation of
information and advertising campaigns.

FMA Regulation 7b—Commonwealth Cleaning Services Guidelines [Act s64] must be complied within
the use of this exemption for the procurement of cleaning services.
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Appendix 3

Procurement Connected Policies

The Australian Industry Participation
(AIP)

Applicable to large Commonwealth tenders
generally above $20 million.

The National Code of Practice for the
Construction Industry and
Implementation Guidelines

No minimum threshold for Commonwealth-funded
construction projects

National Packaging Covenant

No minimum threshold

Energy Efficiency in Government
Operations

No minimum threshold

The National Waste Policy

No minimum threshold

Australian Government ICT
Sustainability Plan 2010-2015

Applicable to ICT procurements

Commonwealth Fraud Control
Guidelines

No minimum threshold

National Public Private Partnership
Policy Framework and Guidelines

Procurements with capital valued above $50
million. May apply to procurements below the
threshold if suitable

Limited Liability in ICT Contracts with
Commonwealth Government entities

No minimum threshold

ICT Small to Medium Enterprise (SME)
Participation Procurement Policy.

Applicable to ICT procurements from SMEs valued
at or above $20 million

Trade Sanctions

No minimum threshold

Legal Service Directions

No minimum threshold

Intellectual Property Principles for
Australian Government Agencies

No minimum threshold

Protective Security Policy Framework.

No minimum threshold

Australian Government Information,
Communications and Information
Systems Security Manual

No minimum threshold

Commonwealth Disability Strategy

No minimum threshold

Workplace Gender Equality
Procurement Principles and User Guide

Procurements that exceed the relevant
procurement threshold outlined in paragraph 9.7 of
the Commonwealth Procurement Rules

Indigenous Opportunities Policy
Tenders

Applies to procurements over $5 million ($6 million
for construction)

Source: Department

of Finance [internet]

available from <http://www.finance.gov.au/procurement/

procurement-policy-and-guidance/buying/policy-framework/procurement-policies/principles.htmli>.
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Audit objective, scope and criteria, 31

C

Commonwealth procurement connected
policies, 36, 50

Conditions for limited tender for
procurement at or above the relevant
procurement threshold, 34

Coordinated procurement arrangements,
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E

Estimating the procurement value, 37
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tendering, 39

L

Limited tender

definition, 27

O

Open tender
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Series Titles

ANAO Report No.1 2014-15

Confidentiality in Government Contracts: Senate Order for Departmental and Agency
Contracts (Calendar Year 2013 Compliance)

Across Agencies

ANAO Report No.2 2014-15
Food Security in Remote Indigenous Communities
Department of the Prime Minister and Cabinet

ANAO Report No.3 2014-15
Fraud Control Arrangements
Across Entities

ANAO Report No.4 2014-15

Second Follow-up Audit into the Australian Electoral Commission’s Preparation for
and Conduct of Federal Elections

Australian Electoral Commission

ANAO Report No.5 2014-15
Annual Compliance Arrangements with Large Corporate Taxpayers
Australian Taxation Office

ANAO Report No.6 2014-15
Business Continuity Management
Across Entities

ANAO Report No.7 2014-15
Administration of Contact Centres
Australian Taxation Office

ANAO Report No.8 2014-15
Implementation of Audit Recommendations
Department of Health
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Series Titles

ANAO Report No.9 2014-15

The Design and Conduct of the Third and Fourth Funding Rounds of the Regional
Development Australia Fund

Department of Infrastructure and Regional Development

ANAO Report No.10 2014-15
Administration of the Biodiversity Fund Program
Department of the Environment

ANAO Report No.11 2014-15
The Award of Grants under the Clean Technology Program
Department of Industry

ANAO Report No.12 2014-15
Diagnostic Imaging Reforms
Department of Health

ANAO Report No.13 2014-15
Management of the Cape Class Patrol Boat Program
Australian Customs and Border Protection Service

ANAO Report No.14 2014-15
2013-14 Major Projects Report
Defence Materiel Organisation

ANAO Report No.15 2014-15
Administration of the Export Market Development Grants Scheme
Australian Trade Commission

ANAO Report No.16 2014-15

Audits of the Financial Statements of Australian Government Entities for the Period
Ended 30 June 2014

Across Entities

ANAO Report No.17 2014-15
Recruitment and Retention of Specialist Skills for Navy
Department of Defence
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ANAO Report No.18 2014-15
The Ethanol Production Grants Program
Department of Industry and Science

ANAO Report No.19 2014-15
Management of the Disposal of Specialist Military Equipment
Department of Defence

ANAO Report No.20 2014-15
Administration of the Tariff Concession System
Australian Customs and Border Protection Service

ANAO Report No.21 2014-15
Delivery of Australia’s Consular Services
Department of Foreign Affairs and Trade

ANAO Report No.22 2014-15
Administration of the Indigenous Legal Assistance Programme
Attorney-General’s Department

ANAO Report No.23 2014-15

Administration of the Early Years Quality Fund
Department of Education and Training
Department of Finance

Department of the Prime Minister and Cabinet

ANAO Report No.24 2014-15
Managing Assets and Contracts at Parliament House
Department of Parliamentary Services

ANAO Report No.25 2014-15

Administration of the Fifth Community Pharmacy Agreement
Department of Health

Department of Human Services

Department of Veterans’ Affairs

ANAO Report No.26 2014-15
Administration of the Medical Specialist Training Program
Department of Health
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Series Titles

ANAO Report No.27 2014-15
Electronic Health Records for Defence Personnel
Department of Defence

ANAO Report No.28 2014-15

Management of Interpreting Services

Department of Immigration and Border Protection
Department of Social Services

ANAO Report No.29 2014-15

Funding and Management of the Nimmie-Caira System Enhanced Environmental
Water Delivery Project

Department of the Environment

ANAO Report No.30 2014-15
Materiel Sustainment Agreements
Department of Defence
Defence Materiel Organisation

ANAO Report No.31 2014-15
Administration of the Australian Apprenticeships Incentives Program
Department of Education and Training

ANAO Report No.32 2014-15
Administration of the Fair Entitlements Guarantee
Department of Employment

ANAO Report No0.33 2014-15

Organ and Tissue Donation: Community Awareness, Professional Education and
Family Support

Australian Organ and Tissue Donation and Transplantation Authority

ANAO Report No.34 2014-15

Administration of the Natural Disaster Relief and Recovery Arrangements by
Emergency Management Australia

Attorney-General’'s Department

ANAO Report No.35 2014-15
Delivery of the Petrol Sniffing Strategy in Remote Indigenous Communities
Department of the Prime Minister and Cabinet
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ANAO Report No.36 2014-15
Administration of the Assistance for Isolated Children Scheme
Department of Human Services

ANAO Report No.37 2014-15
Management of Smart Centres” Centrelink Telephone Services
Department of Human Services

ANAO Report No.38 2014-15
Administration of Enforceable Undertakings
Australian Securities and Investments Commission

ANAO Report No.39 2014-15
Promoting Compliance with Superannuation Guarantee Obligations
Australian Taxation Office

ANAO Report No.40 2014-15
Transport Services for Veterans
Department of Veterans’ Affairs

ANAO Report No.41 2014-15
The Award of Funding under the Safer Streets Programme
Attorney-General’s Department

ANAO Report No.42 2014-15
Administration of Travel Entitlements Provided to Parliamentarians
Department of Finance

ANAO Report No.43 2014-15
Managing Australian Aid to Vanuatu
Department of Foreign Affairs and Trade

ANAO Report No.44 2014-15

Interim Phase of the Audits of the Financial Statements of Major General Government
Sector Entities for the year ending 30 June 2015

Across Entities

ANAO Report No.45 2014-15
Central Administration of Security Vetting
Department of Defence
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ANAO Report No.46 2014-15
Administration of the Australian Childhood Immunisation Register
Department of Human Services

ANAO Report No.47 2014-15
Verifying Identity in the Citizenship Program
Department of Immigration and Border Protection

ANAO Report No.48 2014-15

Limited Tender Procurement

Australian Customs and Border Protection Service
Department of Foreign Affairs and Trade
Department of Human Services

Series Titles
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Better Practice Guides

The following Better Practice Guides are available on the ANAO website:

Public Sector Financial Statements: High-quality reporting through
good governance and processes

Public Sector Audit Committees: Independent assurance and advice for
Accountable Authorities

Successful Implementation of Policy Initiatives

Public Sector Governance: Strengthening performance through good
governance

Administering Regulation: Achieving the right balance
Implementing Better Practice Grants Administration

Human Resource Management Information Systems: Risks and
Controls

Public Sector Internal Audit: An Investment in Assurance and Business
Improvement

Public Sector Environmental Management: Reducing the Environmental
Impacts of Public Sector Operations

Developing and Managing Contracts: Getting the Right Outcome,
Achieving Value for Money

Fraud Control in Australian Government Entities

Strategic and Operational Management of Assets by Public Sector
Entities: Delivering Agreed Outcomes through an Efficient and
Optimal Asset Base

Planning and Approving Projects — an Executive Perspective: Setting the
Foundation for Results

Innovation in the Public Sector: Enabling Better Performance, Driving
New Directions

SAP ECC 6.0: Security and Control

Business Continuity Management: Building Resilience in Public Sector
Entities

Developing and Managing Internal Budgets

Mar. 2015

Mar. 2015

Oct. 2014
June 2014

June 2014
Dec. 2013
June 2013

Sept. 2012

Apr. 2012

Feb. 2012

Mar. 2011

Sept. 2010

June 2010

Dec. 2009

June 2009
June 2009

June 2008
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