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ESW  Australian Government

- Department of Communications and the Arts

Secretary

PDR ID: EC18-000597
Contact: Sarah Vandenbroek

Ms Susan Cardell

Committee Secretary

Joint Committee of Public Accounts and Audit
PO Box 6021

Parliament House

CANBERRA ACT 2600

Dear Ms Cardell

JCPAA Inquiry on Australian Government Contract Reporting - Questions on Notice

Thank you for your letter of 18 May 2018 regarding questions on notice in relation to my
Department’s appearance at the Inquiry’s public hearing on 23 March 2018.

My Department has had an opportunity to review the questions on notice and its responses to
each of the nine questions are attached.

Should the Committee have any further questions, the contact officer within my Department
is Ms Sarah Vandenbroek, Chief Financial Officer, who can be contacted on or
by email at

Yours sincerely

Mike Mrdak AO

te June 2018

GPO Box 2154 Canberra ACT 2601 Australia
* Telephone: 02 6271 1872 « Website: communications.gov.au * arts.gov.au
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Response to Questions on Notice
JOINT COMMITTEE OF PUBLIC ACCOUNTS AND AUDIT

Australian Government Contract Reporting — Inquiry based on
Auditor-General’s report No. 19 (2017-18)

Department of Communications and the Arts
GENERAL COMMENTS

Nil.

SPECIFIC QUESTIONS ON NOTICE
On-hire labour

1) What assessment and cost comparison is undertaken internally in regard fo the
engagement of on-hire labour or contracted workers vs APS staff?

Response

Hiring managers are encouraged to undertake an assessment of their current workforce
capabilities prior to engaging external support. With the Department introducing a skills
register in 2018, it is expected this will further support managers in undertaking such an
assessment. Should the capabilities or resourcing requirements to complete a particular
task or project not be available in house, managers are able to source the required
capabilities external to the Department

2) What workforce planning processes do you undertake that monitor and account for your
non-APS workforce?

Response

The Department centrally monitors the number of contractors with network access
through the Human Resource Management Information System (Aurion) and through
daily employee snapshot reports. Details of non-APS employees who do not require
access to the Department’s IT network are not recorded centrally, but are managed by
hiring managers. All non-APS employees entered into Aurion are allocated an end date
and have their access terminated on that specified date.

Value for money

3) What is your internal process and methodology for determining value for money, both
prior to selecting a contractor or consultant, and at the completion of the contract or
procurement process?

Response

The Department operates a devolved procurement model supported by a small central
procurement team which is responsible for internal procurement policies and guidance,
meeting reporting requirements and providing non-legal advice and support to the
business areas of the Department. Value for money decisions are made by the delegate
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within the area of the Department undertaking the procurement activity. Payments are
made subject to relevant requirements of the contract (including delivery of any goods or
services) having been met.

The Department’s internal guidance on assessing value for money reflects the
requirements of section 4 of the Commonwealth Procurement Rules. In essence, value for
money is about finding a working solution for an affordable price through an
appropriately competitive and non-discriminatory procurement process.

Evaluation criteria will be specific to each particular procurement. However,
commensurate with the scale and scope of the business requirement, informed by a risk
assessment of the procurement, a value for money assessment will generally consider
potential suppliers understanding of the requirement (i.e. the suitability of the proposed
delivery solution), the capability and capacity of potential suppliers and the whole-of-life
costs associated with each proposal.

4) Given payment under contracts is generally milestone-based (‘deliver final report by x
date’) what assessment as to the value of that milestone is undertaken prior to payment
and who undertakes that assessment?

Response

Assessment of compliance with contract milestones is undertaken by the contract
manager within the area of the Department responsible for managing the contract. Where
payments are tied to a milestone, the contract manager will seek payment approval from
an appropriate financial delegate. Issues considered when assessing delivery of a
milestone will depend on the requirements and provisions of the contract in question.

5) Does a formal evaluation of value for money form part of the corporate record available
on an ongoing basis fo other areas of the agency?

Response

The value and complexity of the procurement will inform the evaluation methodology.
For procurements of a significant value or involving more than low risk, a formal
evaluation process is recommended which will include a detailed evaluation report. For
low value, low risk procurements, the value for money assessment may simply be
documented through an email exchange with the spending delegate.

Regardless of the process, the area of the Department undertaking the procurement
activity is required to ensure appropriate records are kept of the evaluation, using the
Department’s official electronic record keeping system. Documentation in support of a
particular procurement process may be made available to other areas of the agency on
request, subject to any probity considerations.

6) How many contracts has the department not paid out in full or ceased prior to contract
end, in each of the financial years 2012-13 to 2016-17, as a result of the contractor or
consultant having delivered a sub-standard product or service?

Response

The Department regrets that it is unable to answer this question. We do not have a central
electronic contract management system. Contract management is devolved to the
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responsible business areas of the Department. To attempt to provide this information
would require responsible business areas to manually review each contract the
Department has entered into over the past five financial years. The Department has
published 2,253 contract notices on AusTender over the past five financial years,
reflecting contracts awarded worth more than $10,000 (GST incl).

7) What assessment have you undertaken regarding prices, timeliness and quality of work by
contractors and consultants in June, July and at other times of the year?

Response

No such overall assessment by time of year has been undertaken. As explained above,
value for money decisions are made by the area of the Department responsible for the
procurement or contract management activity.

Taxation

8) What consideration of a company’s domicile for taxation purposes is undertaken during
the procurement process?

Response

The Department notes section 5.3 of the Commonwealth Procurement Rules states “7he
Australian Government’s procurement framework is non-discriminatory. All potential
suppliers to government must, subject to these CPRs, be treated equitably based on their
commercial, legal, technical and financial abilities and not be discriminated against due
to their size, degree of foreign dffiliation or ownership, location, or the origin of their
goods and services”.

As such, the Department’s internal procurement guidance does not make reference to a
company’s domicile for taxation purposes. If the Department was proposing to enter into
a contract with a foreign entity, we would take into account the legal implications
including execution requirements and whether GST was payable in finalising the
contractual terms.

Short term contracts

9) As one of the two agencies with the highest rates of contracts commenced in June, please
provide a detailed breakdown of all short-term contracts commenced by your agency in
June. \

Response
Please see Table A attached.

As noted in the Department’s submission to the Committee of 9 February 2018, the
Department of Communications and the Arts is a relatively small Department of State
with a modest supplier budget. This is evidenced by figure 2.1 and table 2.1 in Audit
Report No. 19 (2017-18). Table 2.1 shows the Department accounts for just 0.6% by
number, and 0.2% by value, of contracts awarded by entities in scope of the audit report
over the past five financial years.



Australian Government Contract Reporting - Inquiry based on Auditor-General's report No. 19 (2017-18)
Submission 7 - Supplementary Submission

With a relatively modest budget, typically it is not certain until late in each financial year
whether the Department can afford to undertake discretionary, but value-add, activities.
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