Senate Foreign Affairs, Defence and Trade Legislation Committee
Additional estimates 2005–2006; February 2006

Answers to questions on notice from AusAID

Outcome 1
Topic: White Paper 

Question 1
Outcome 1: Output 1.1

Senator Stott Despoja asked in writing
Why are Charles Tapp and Peter Versegi now the sole authors of the forthcoming White Paper when this was not detailed in the White Paper methodology?

Answer:

The White Paper is being prepared by AusAID for consideration by the Minister for Foreign Affairs and the Government, as detailed in Step 8 of White Paper Approach and Methodology. 

Question 2
Outcome 1: Output 1.1

Senator Stott Despoja asked in writing
(a) In Senate Supplementary Estimates (Nov 05) AusAID revealed that the issues of ‘national interest’ compromising aid effectiveness would not be addressed as they were beyond the scope of the preparation of the White Paper reports. Is AusAID concerned that the methodology of the White Paper has prevented a more diversified analysis of aid issues?

Answer:

No. The methodology for the White Paper has allowed a diversified analysis of aid issues.
(b) In the OECD report of the Australian Aid program in 2005 it recommended that Australia needed to address the position of ‘national interest’ and its place in Australia’s broader aid strategy. Why did these recommendations not provoke some analysis in the White Paper?

Answer:

The Core Group’s analysis covers this issue in Chapters 2.D and Chapter 4.A of their report. The White Paper itself has not yet been completed.

Question 3
Outcome 1: Output 1.1

Senator Stott Despoja asked in writing
(a) In the Pacific Islands analytical report there is no scope to raise issues of climate change because Ron Duncan, as the author, conducted no broad based consultation of stakeholders. Alan Morris, author of the PNG paper, by contrast interviewed some 40 different stakeholders. What is AusAID’s position on the lack of consultation in the Pacific paper?

Answer:

The Pacific Islands analytical report was written by Ron Duncan and James Gilling as one of many inputs to the White Paper. Both authors have considerable expertise in Pacific Islands’ development and are engaged in an ongoing basis in the region (Ron Duncan is Professor of Economics and Head of the Institute of Governance at University of the South Pacific and James Gilling is based in Fiji as AusAID Principal Advisor - Programs and Policies). AusAID is satisfied with the amount of consultation that occurred in the process of producing the Pacific Islands analytical paper and the expertise of the authors of this paper.

(b) Does AusAID believe that the ramifications of climate change should be thoroughly addressed in the White Paper?

Answer:

The issue of climate change is raised in the Core Group’s report, which recommends the development of ‘an environment strategy to guide an expanded but strategic engagement on issues around sustainable development’ (Duncan, Howes and Williams, 2005: pp.34-35).  The Core Group’s Report is being taken into consideration in the development of the White Paper. 

(c) Does AusAID see climate change as a key issue?

Answer: Yes. 

Question 4
Outcome 1: Output 1.1

Senator Stott Despoja asked in writing
In the community consultation section of the White Paper, the major recommendation is a campaign to increase public awareness of the aid program. However at the same time only four public consultations were held for the White Paper and no formal submissions sought. Does AusAID see this as a contradiction that has failed to do its utmost in getting community input into the White Paper but then recommends spending money on awareness campaigns?

Answer:

There has been substantial community consultation during the White Paper process. 

Question 5
Outcome 1: Output 1.1

Senator Evans asked in writing
At page vi the Core Group’s report states: “Migration and remittances have served the Tongan and Samoan economies well.” Does AusAID agree with this statement?

Answer: Yes.
Topic: Millennium Development Goals

Question 6
Outcome 1: Output 1.1

Senator Stott Despoja asked in writing
Australia’s contribution to the Millennium Development Goals (MDGs) is under goal 8 – a partnership for development. The Monterrey Consensus was an output of the UN Conference on Financing for Development (March 2002) where Australia was present. In this document it urges “developed countries that have not done so to make concrete efforts towards the target of 0.7 percent of gross national product (GNP) as ODA to developing countries” (para 42). Apart from the increase announced by the Prime Minister in September 2005 that will bring our ODA to 0.36% of GNP by 2010, what other steps are being taken to meet this commitment?

Answer:

The Australian Government supports the goal expressed in the Monterrey Consensus of 0.7 per cent of gross national product as ODA as an aspiration. The Government’s policy is to maintain aid at the highest level, consistent with the needs and capacity of partner countries, our own capacity to assist and other priorities for Australian Government expenditure.

Question 7

Outcome 1: Output 1.1

Senator Stott Despoja asked in writing
If the MDGs are incorporated into each developing nation’s Poverty Reduction Strategy Paper (PRSP), their own blueprint for economic and social development, will AusAID provide assistance to achieve these goals even if they do not advance Australia’s national interest? 

Answer:

We fully support Poverty Reduction Strategy Papers (PRSPs) as the country-level operational framework for achieving progress towards the MDGs, and recognise the need to better articulate the link between country priorities and the MDGs. 

Developing countries are primarily responsible for leading their own development and poverty reduction strategies, including progress towards the MDGs, based on their individual circumstances. Australia provides assistance in line with the needs and priorities of its partner countries, agreed country program strategies, the Government’s aid program policies, and in light of programs of other donors.

Question 8

Outcome 1: Output 1.1

Senator Stott Despoja asked in writing
The means of achieving the MDGs are articulated in each developing nation's Poverty Reduction Strategy Paper, and these papers outline medium and long term plans for economic and social development. The PRSPs are then a fair indicator of priority development needs of nations. Can AusAID explain why more funds are provided for governance activities (36% of ODA) than health and education combined (26%) when the latter two sectors are higher on development priorities in many nations PRSPs (eg Vietnam, Laos, Cambodia, Indonesia)?

Answer:

Governance is an essential factor in achieving sustainable development and fundamental to improving the delivery of basic services such as education and health. Good economic and financial management are crucial to delivering better education and health services particularly where the majority of funds for these services come from domestic revenues, not aid.  The aid program’s support for governance also includes support for capacity building in the health and education sectors. 
Topic: Responding to Emergencies
Question 9

Outcome 1: Output 1.1

Senator Webber asked in writing
In responding to emergency situations or natural disasters the Committee appreciates that each situation requires a unique and prompt response. In light of this:

(a) When responding to emergency situations are there any UN agencies or NGOs who are always approached to make a request for funding?

Answer:

No.  In shaping options to respond to a crisis, AusAID regularly considers reports and appeals from the UN and multilateral agencies such as UN Office of the Coordinator of Humanitarian Affairs (OCHA) and the International Committee of the Red Cross (ICRC).  

Further, AusAID has Emergency Response Cooperation Agreements with five Australian NGOs with which it accords priority in considering a response involving NGOs.  These NGOs are Care Australia, Australian Red Cross, Oxfam Australia, World Vision Australia and the Australian Foundation for the Peoples of Asia and the Pacific.

(b) What mechanisms does AusAID have to work with the UN Flash Appeal system of emergency funding requests?

Answer:

We receive and monitor UN Flash Appeals. 

(c) What types of goods, if any are kept in storage for quick delivery during emergency responses?

Answer:

AusAID’s stores are general emergency relief items with a primary focus on shelter and water handling.  Examples of holdings are plastic sheeting, tents, tarpaulins, water bottles, water purifying tablets, blankets, and chainsaws.   

(d) Do any of these kits fulfil the cultural and reproductive health needs of people in an emergency situation?

Answer:

AusAID stores only general emergency relief items not requiring specialised knowledge for handling and utilisation in the disaster area.  Shelter and water handling stores are non cultural specific. 

There are no items held that fulfil reproductive health needs.

Topic: National Interest

Question 10
Outcome 1: Output 1.1

Senator Stott Despoja asked in writing

(a) Can AusAID please explain how the term “advancing the national interest” is articulated in the aid program? What does this term imply; is it more than ensuring that Australian companies receive the bulk of aid contracts?

Answer:

The objective of Australia’s aid program articulates that assisting developing countries reduce poverty and achieve sustainable development is in Australia’s national interest. 

(b) Like other government agencies, where goals and mission statements have been set, by what indicators does AusAID measure if “the national interest” has been advanced and the agency’s goal been achieved?

Answer:

AusAID measures its performance against the following indicator annually: Outcome 1 “Australia’s national interest advanced by assistance to developing countries to reduce poverty and achieve sustainable development.”

To assess performance against Outcome 1, AusAID aggregates information on the quality and quantity of aid program activities including the following key components:

· outputs against the five guiding themes: governance, globalisation, human capital, security and sustainable resource management

· assessment of quality and significant outputs of each program funded by administered appropriations including country and regional programs, multilateral organisations, emergency, humanitarian and refugee programs, non-government organisations (NGOs) and volunteer programs, and information, education and communication programs

· assessment of the quality, significant outputs and price of the agency’s three outputs funded from departmental appropriations: policy, program management and AIPRD management.

For more detail on this performance information framework and outcomes please refer to the AusAID Annual Report 2004-05.

(c) Does AusAID see the ‘national interest’ lens of the Australian aid program being used by the current Government to advance the corporate interests of Australian businesses?

Answer: No.

Question 11 
Outcome 1: Output 1.1

Senator Stott Despoja asked in writing

In light of PM Howard’s comments in Parliament:

I do not disguise for a moment the fact that the government has sought the involvement of Mr Flugge in post-Saddam Iraq. I will tell you why we sought his involvement: it was because our principal concern at that time was to stop American wheat growers from getting our markets”. And later “We are not disguising for a moment the fact that we encouraged the appointment of Mr Flugge. We thought Mr Flugge would fight hard for the Australian wheat industry. 

Does AusAID regard these comments as an admission that Australian business is being advantaged through the Australian aid program?

Answer:

Australian industry through its experience and expertise makes a valuable contribution to the aid program. The primary beneficiaries of this expertise are our development partners.
Topic: Public Scrutiny of project documents 

Question 12
Outcome 1: Output 1.1

Senator Evans asked in writing
DFID in the UK has opened up all project documents and country strategies to public scrutiny. Shouldn’t AusAID do this as well? Wouldn’t this help evaluation and transparency?

Answer:

Like DFID, AusAID already makes its country strategies and certain project documents available to public scrutiny.  Country strategies and reviews and evaluations are also available on the AusAID internet site at http://www.ausaid.gov.au.
Topic: Family Planning

Question 13
Outcome 1: Output 1.1

Senator Stott Despoja asked in writing

Does the Australian Government contribute funds to encourage safe abortion services in developing countries? If not, why not?

Answer:

Australian aid funds are not available for activities that involve abortion training or services, or research trials or activities, which directly involve abortion drugs.  However, Australian-funded activities can provide medical treatment, support and counselling to women suffering from complications resulting from an unsafe abortion. In addition, Australian aid funds can be used to provide information on unsafe abortion as an issue relevant to promoting responsible family planning. Information that promotes abortion as a method of family planning or provides instructions on abortion procedures is not eligible for Australian aid funding.
Priority is given to family planning information and services that can prevent unwanted pregnancy, consistent with the International Conference on Population and Development Programme of Action. Australian aid funds will continue to be spent on preventive activities which provide improved access to safe, voluntary and affordable family planning options.  The Government believes that this is the best way to reduce the need for recourse to abortion.

Question 14
Outcome 1: Output 1.2
Senator Webber asked in writing
(a) In the Senate Supplementary Estimates hearings (Nov 05), AusAID provided an answer on notice to Senator McGauran regarding the work of UNFPA in the Philippines (question 37). One recommendation from the White Paper “Core Group Recommendations Report” was for Australia to scale up its assistance to the Philippines (point 7.2 page xi). Given that the USA is scaling back their family planning assistance to the Philippines and the ongoing high demand there for such services; will Australian support for these important activities continue?

Answer:

Australian support for family planning activities in the Philippines will continue as planned.

(b) Is AusAID considering increasing their support for the sector to make up the shortfall in family planning needs?

Answer:

Aid program support for family planning in the Philippines will continue, within the framework for Australia’s overall aid to the Philippines, and consistent with current guidelines on Australian family planning assistance. This assistance may include further support to the United Nations Fund for Population Activities (UNFPA) to encourage responsible parenting and to advocate family planning.
Topic: AidWorks

Question 15
Outcome 1: Output 1.2
Senator Hogg asked in Hansard FD&T p.77 and Senator Evans asked in writing

What is the total budget for the AidWorks project?

Answer:

The AidWorks Stage 1 application cost $3.2 million and was delivered on 5 December 2005. Stage 2 is expected to cost $1.6million and will be delivered by 30 June 2006. There is also a training and change management budget of $500,000.

Question 16
Outcome 1: Output 1.2
Senator Evans asked in writing

(a) What is AusAID’s total capital budget for these types of projects?

Answer:

The capital budget for AidWorks Stages 1 and 2 was $4.8 million. Stage 1 was delivered in December 2005 and Stage 2 is to be completed by 30 June 2006.

(b) Please provide details of the capabilities of AidWorks. What is involved in Phase 1?

Answer:

AidWorks Stage 1 replaced the previously existing Activity Management System (AMS) and delivered capability to track and manage AusAID’s administered program 

(c) What will be involved in phase 2 and future phases of the AidWorks project?

Answer:

In Stage 2, it is planned to deliver more reports drawn from the data captured in AidWorks.  It is also planned that Stage 2 will make changes to the system that have been suggested by users and prioritised by an AidWorks user group.

(d) Why did it take so long to roll out a computer system that will provide basic data needed to ensure that Australia’s aid effort is transparent and accountable?

Answer:

AusAID had a previous system – the Activity Management System (AMS) – that AidWorks replaced.  The AMS operated from 1995 until November 2005 and provided information for AusAID’s financial reporting requirements.  AidWorks was developed to take advantage of technology updates, as well as to support the changing nature of the Australian aid program including increased devolution of activity management to the field.

Topic: AusAID Staffing
Question 17
Outcome 1: Output 1.2
Senator Hogg asked in Hansard FD&T p.85 and Senator Evans asked in writing

(a) How many staff are working for AusAID overseas at the moment? In which countries?

Answer:

62 employees are working for AusAID overseas in the following countries, excluding staff seconded to aid activities:

· Bangladesh

· Cambodia

· China, People’s Republic of

· East Timor

· European Office of the United Nations Geneva

· Fiji

· Indonesia

· Kiribati

· Laos

· OECD Paris

· Papua New Guinea

· Philippines

· Samoa

· Solomon Islands

· South Africa

· Sri Lanka

· Thailand

· Tonga

· United Nations New York

· Vanuatu

· Vietnam

(b) What is their most senior level?

Answer: SES Band 1

Question 18

Outcome 1: Output 1.2

Senator Evans asked in writing

(a) How many of these staff working overseas are fluent in the local language? To what level?

Answer: 
AusAID staff have varying levels of language proficiency in the local languages of the countries where they work.  For example, a number of our staff working in Indonesia are fluent to a high level in bahasa Indonesian.  Training in key languages is provided to staff for working overseas.
(b) Tertiary Education Level:
(i) How many of AusAID’s staff have undertaken management studies at a tertiary level, such as an MBA? 

Answer: 
90 per cent of AusAID staff currently commence with a Bachelor’s degree; 50 per cent with higher degrees.
(ii) What positions do they hold?

Answer: This is reflected throughout the organisation.
(iii) How many of AusAID’s staff have undertaken development studies at a tertiary level? 

Answer:
In the 2005 academic year, forty five AusAID staff undertook post graduate courses which were development studies related.
(iv) What positions do they hold?

Answer: This is reflected throughout the organisation.
(v) What training do staff undertake as part of their induction?

Answer:
Priority areas covered in the formal induction program include: 
· Aid Policy development and program implementation; 
· Financial Management, including contract, fraud and risk management; and
· Operating in developing countries including application of the overseas code of conduct.
(vi) What is AusAID’s total training budget? 

Answer: For 2005–06: Total $1.28m 
(vii) What is AusAID’s training budget, not including language training?

Answer: $1.2m.
Topic: Contracts and Contractors

Question 19
Outcome 1: Output 1.2
Senator Faulkner asked in Hansard FD&T p.21

(a) How often do you have a tender process before letting the contract?
Answer:

The frequency of AusAID’s tenders varies from year to year.  During 2005 AusAID’s Contract Services Group in Canberra conducted 30 open tender processes.

(b) Do you have a dollar figure threshold that is applied beyond which a tender process is required?

Answer:

AusAID’s value thresholds beyond which an open tender process is required are as follows:

· $80,000 or above for purchasing property and services for the agency’s own use (non-construction);

· $500,000 or above for Australia’s aid program procurements (non-construction); and

· $6 million or above for construction procurements.

Question 20
Outcome 1: Output 1.2

Senator Faulkner asked in Hansard FD&T p.22

Are all contracts that you let published in the Government Gazette or is there a threshold figure below which that is not required?

Answer:

In accordance with clause 7.29 of the Commonwealth Procurement Guidelines all AusAID’s agreements and contracts with an estimated value of $10,000 or more are included in the Gazette.

Question 21
Outcome 1: Output 1.2

Senator Faulkner asked in Hansard FD&T pp.26-27

(a) If a contract in AusAID is varied in some way, is such a variation recorded in the Commonwealth Gazette?
Answer: Yes.
(b) What does the term “other business services” refer to in contracts?

Answer:

The term “other business services” is one of hundreds of ANZSCC codes and sub-codes required by AusTender as part of the contract gazettal process. ANZSCC is the Australian New Zealand Standard Commodity Classification which was developed by the Australian Bureau of Statistics for use in Australia and New Zealand for the collection and presentation of commodity statistics.  The code “other business services” sits under the classification of “Business Services; Agricultural, Mining and Manufacturing Services” and under the sub–code “Business Services” and is used to describe a contract for a project which doesn’t fit within the other codes.
Question 22

Outcome 1: Output 1.2

Senator Stott Despoja asked in writing

(a) Was the $679, 000 contract allocated to Mr Flugge by AusAID put out to tender?
(b) What was the process for the selection of Mr Flugge for this contract numbered 1109570?
(c) Was there any evaluations conducted of Mr Flugge’s contract numbered 1109570?
(i) If so, are they publicly available?

(ii) If not, why not?

(d) Can AusAID provide all documents relating to the selection, implementation and evaluation of Mr Flugge’s contract numbered 1109570? If not, why not?
(e) Was Mr Flugge appointed by AusAID to the contract numbered 1109570 for his experience as an agricultural development specialist?

Answer:
These issues are before the Inquiry into certain Australian companies in relation to the UN Oil-for-Food Programme.
(f) How does the provision of the contract to Mr Flugge numbered 1109570 
fit within the requirements of the DAC OECD provisions on ODA expenditure?

Answer:

Please refer to the answer provided by Senator Coonan on 2 March 2006 to a question without notice asked by Senator Siewert, available on pp. 63-64 of the Senate Hansard.
Question 23 
Outcome 1: Output 1.2

Senator Stott Despoja asked in writing

(a) What was the tender process for the contract 1113473?

(b) Was Michael Long utilised under the contract number 1113473 by the contractor?

(c) Were any evaluations conducted of this contract?

(i) If so can AusAID make those evaluations available to the Committee?

(ii) If not why not?

Answer:
These issues are before the Inquiry into certain Australian companies in relation to the UN Oil-for-Food Programme. 

Question 24 
Outcome 1: Output 1.2

Senator Stott Despoja asked in writing

(a) Was the contract numbered 1113471 put out to tender?

Answer: No.
(b) If so are those tender documents available to the public and if they are where can they be viewed?

Answer: Not applicable.
(c) If not why not?

Answer:
Mr Roger Hartley was appointed following consideration of a range of Federal government, State government, private sector and international experts. His skills and qualifications were regarded as well suited to the complex task in Iraq. This process was consistent with Commonwealth Procurement Guidelines.
(d) Why was Roger Hartley chosen for contract 1113471?

Answer: See answer to (c) above.
(e) Was the background of Roger Hartley, recipient of AusAID contract 1113471, made available to AusAID?

Answer: Yes.
(f) Was AusAID aware of any connection between Roger Hartley and Trevor Flugge?

Answer:
These issues are before the Inquiry into certain Australian companies in relation to the UN Oil-for-Food Programme. 

(g) Was AusAID aware of any connection between Roger Hartley and AWB?
Answer:

These issues are before the Inquiry into certain Australian companies in relation to the UN Oil-for-Food Programme.
Question 25 

Outcome 1: Output 1.2

Senator Ray asked in Hansard FD&T pp.14-17

(a) How many Australians were deployed with the Coalition Provisional Authority and in what areas?

Answer:

AusAID funded 29 short and long term advisers to work with the US Office of Reconstruction and Humanitarian Affairs (ORHA) and the US Coalition Provisional Authority (CPA). 

Areas in which these advisers worked included: Reconstruction planning and liaison, Council for International Cooperation, NGO liaison, Humanitarian relief/coordination, Water and Sanitation, Agriculture, Economic and macroeconomics, Budget, Petroleum, Justice, Policing, Fire and Emergency Services, Procurement, and Development Cooperation..  

(b) How many Australians identified as working with the Coalition Provisional Authority were Commonwealth public servants?

Answer: Eleven.
(c) Did the public servants have contractual or other arrangements covering their involvement with the Coalition Provisional Authority?

Answer:

Permanent Commonwealth Public Servants were deployed under the conditions of their employment with the Commonwealth, drawn from determinations under the Public Service Act (1999). Some non-ongoing Commonwealth Public Servants, who were employed at the time under contracts, were deployed against a Services Order under their contract. Tasking arrangements varied.
(d) If there were contracts, what reporting obligations existed within these contracts?

Answer:

There were a range of reporting obligations, depending on the period of deployment, role of the individual and area of expertise. Commonwealth Public Servants working with ORHA/CPA were providing reporting on their work within the ORHA/CPA management structure. Typically AusA1D would receive regular email communications on their work progress and in some cases more formal reports. 

Topic: Hillsong
Question 26
Outcome 1: Output 1.2
Senator Ludwig asked in writing

How many grants have been issued to Hillsong Church, its associated corporations and entities? List name, price and duration of funding by department?
Answer:

AusAID hasn’t issued any grant to Hillsong Church, or to our knowledge any of its associated corporations or entities.

Topic: The Department of Public Prosecutions

Question 27
Outcome 1: Output 1.2
Senator Ludwig asked in writing

(a) How many briefs has your Agency forwarded to the DPP for 2001-02, 2002-03, 2003-04, 
2004-05?

Answer: None.
(i) How many briefs were returned without action, and how many were actioned?

Answer: Not Applicable.

(b) For each year, what was the average time (as well as indicating the minimum and maximum time in each case) in which it took the DPP to:

(i) Bring charges against the accused party;
(ii) Formally bring the matter to a conclusion through either a verdict of guilty or not guilty, the entrance of a nolle prosequi or dropping the charges; and
(iii) Return the brief for no further action

Answer: Not Applicable.

(c) Did the department or agency forward any formal complaints to the DPP regarding the handling of the brief? If so, give details.

Answer: Not Applicable.

(d) Did the department or agency forward any informal complaints to the DPP regarding the handling of the brief? If so, give details.

Answer: Not Applicable.

Topic: Aid Budget
Question 28
Outcome 1: Output 1.2
Senator Evans asked in writing

Please provide a breakdown of the aid budget into individual program components, even if you cannot then break it down into the individual contracts that make up the components, including for other government departments.

Answer:

The 2005-06 Official Development Assistance (ODA) Budget Estimate broken down by program is:

Papua New Guinea and Pacific 






$601.0m

East Asia








$392.9m

South Asia, Africa and Other






$124.7m

Total Country Programs






$1,118.7m

Emergency, Humanitarian and Refugee Aid




$170.4m  

Multilateral Replenishments






$84.7m

UN, Commonwealth and Other International Organisations


$117.7m

NGO, Volunteer and Community Programs




$60.6m

Total Global Programs






$433.5m

Australia - Indonesia Partnership for Reconstruction and Development
$132.1m

AusAID Departmental







$78.7m

Australian Centre for International Agricultural Research


$48.1m

Other Government Departments





$563.9m

Total ODA








$2,490.8m 

(including cash adjustments – p.74 ‘Australia’s Overseas Aid Program 2005-06’ available on AusAID’s website at: http://www.ausaid.gov.au/budget05/default.cfm refers).
Please refer to the “Summary of Australia’s Overseas Aid Program 2005-06” for further details on the Official Development Assistance breakdowns are available on the AusAID website at: http://www.ausaid.gov.au/publications/pdf/summary_2005_2006.pdf.
Topic: Assistance to Pacific Islands and global warming
Question 29
Outcome 1: Output 1.2
Senator Evans asked in writing

(a) What action is AusAID taking to assist Pacific Island countries prepare for the serious impacts arising from global warming? 

Answer:

An important element of our assistance is a long-term sea level monitoring program in the Pacific to build an accurate assessment of the effects of climate change. Australia assisted with the development of the Pacific Framework for Action on Climate Change. Australia is funding a Vulnerability and Adaptation Initiative to build Pacific island country capacity to adapt to the future impact of extreme weather events and climate change. This initiative includes a significant contribution for Tuvalu to assist with water security measures. The Climate Prediction Project is improving the ability of Pacific National Meteorological Services to forecast weather events. Australia is contributing to a World Bank project to reduce Kiribati’s vulnerability to climate change, climate variability and sea level rise. 

The Australian Government provides significant funding to the Secretariat of the Pacific Regional Environment Program and the South Pacific Applied Geoscience Commission, which assist Pacific countries with environmental issues including climate change adaptation.

(b) What action is AusAID taking to assist countries in developing disaster and emergency preparedness arrangements for responding to extreme weather events related to climate change impacts?

Answer:

Australian support for disaster preparedness and risk reduction is provided at community/local and national, regional and global levels to enhance Pacific Island Countries’ capacity to respond to and mitigate the impact of disasters: 

· community/local and national level – through bilateral programs to improve the capacity of national disaster management systems in the Pacific, and Cooperation Agreements for Emergency Response with Australian NGOs to foster community disaster mitigation and preparedness in the Pacific;

· regional level – through support to the South Pacific Applied Geoscience Commission (SOPAC), South Pacific Regional Environment Programme (SPREP), the Australian Red Cross and Pacific regional projects providing cyclone warning and weather services, sea level and climate monitoring and prediction, and research on the economic impact of natural disasters on development in the Pacific;

· global level – through participation in United Nations International Strategy for Disaster Reduction (ISDR) support group meetings and support to the United Nations Office for the Coordination of Humanitarian Affairs (UNOCHA) and the Red Cross / Red Crescent Movement.

Topic: HIV/AIDS 

Question 30
Outcome 1: Output 1.2
Senator Webber asked in writing
In reply to Question on Notice 64 from the Senate Supplementary Estimates (Nov 05) regarding HIV/AIDS, as the current AusAID information system is only able to disaggregate data for HIV and STI prevention activities, can AusAID give a breakdown of:

(a) The recipients of the $71 million budget figure and the amount given to each project or agency 

Answer:

The main recipients of the 2005-06 budget figure, and the amounts allocated to each project are outlined in the following table:

	Recipient
	Project
	Amount

	Global Fund to Fight AIDS, Tuberculosis and Malaria
	
	$20,000,000

	Papua New Guinea
	PNG National HIV/AIDS Support Project
	$15,500,000

	
	Design of new HIV/AIDS Strategy, Framework and program of support
	$ 1,500,000

	Indonesia
	HIV/AIDS Prevention and Care Project Phase 2
	$13,600,000

	China
	Xinjiang HIV/AIDS Prevention and Care Project 
	$ 4, 942,847

	
	China HIV/AIDS Roadmap Tactical Support Project
	$ 1,400,000

	Several Pacific Island States
	Pacific Regional HIV/AIDS Project
	$ 4,387,747

	UNAIDS
	
	$ 4,000,000

	Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan and Sri Lanka
	Regional South Asia HIV/AIDS Project 
	$ 3,075,000

	Yunnan and Guangxi provinces in southern China; Burma; and Vietnam
	Asia Regional HIV/AIDS Project
	$ 2,896,000

	Total
	
	$71,301,594


(b) Any details of activities preformed under these funding arrangements?

Answer:

Global Fund to Fight AIDS, Tuberculosis and Malaria

The Global Fund’s purpose is to attract and disburse additional resources to prevent and treat AIDS, tuberculosis and malaria. The Fund is a partnership between governments, civil society, the private sector and affected communities. 
The Fund currently has almost US$9 billion in assets and is supporting 386 programs in 130 countries. It was created around the concept of “performance-based funding”, which means that only those grant recipients who can demonstrate measurable and effective results from the monies received will be able to receive additional funding.

Papua New Guinea National HIV/AIDS Support Project 

This project supports the implementation of PNG’s National HIV/AIDS Medium Term Plan, including activities in a range of fields such as counselling and care; clinical services; surveillance; and strengthening the capacity of the National AIDS Council Secretariat and other program partners.

PNG: Design of new HIV/AIDS strategy framework and program of support

AusAID is currently designing a new strategy and program of support for HIV/AIDS in PNG over the next five years. This will continue our work on prevention and treatment of HIV/AIDS while placing an increased emphasis on addressing some of the difficult issues underlying the epidemic—including gender inequality; struggling health systems and weak surveillance capacity; and limited indigenous leadership on the issue.  

Indonesia: The HIV/AIDS Prevention and Care Project Phase 2 

This project provides capacity building support for AIDS commissions at the national, provincial and district level.  Assistance focuses on vulnerable groups such as IDUs, sex workers and their clients.  Activities also target the issues of treatment, care and support for People living with HIV/AIDS.  

China: Xinjiang HIV/AIDS Prevention and Care Project 

The project aims to reduce the economic and social impact of HIV/AIDS on the region by assisting regional, prefecture and county-level governments to develop and implement an effective multi-sectoral approach to HIV.  There are three technical components: (i) planning and coordination, including leadership and advocacy; (ii) health promotion, including anti-discrimination; and (iii) direct and indirect care, including acute and palliative care in hospitals and community based preventative and palliative care.  
China HIV/AIDS Roadmap Tactical Support Project 

The project aims to strengthen China’s strategic capacity through: (i) strengthening leadership and coordination of HIV/AIDS responses at national level; (ii) improving mechanisms for information exchange and utilisation; (iii) enhancing capacity for sub-national level implementation and monitoring; and (iv) ensuring effective mobilisation and utilisation of resources.

The Pacific Regional HIV/AIDS Project 

The project focuses on a number of activities through two components. Component One is managed by the Secretariat of the Pacific Community (SPC), which will implement the Pacific Regional HIV/AIDS Strategy.  This Component focuses on behaviour change communication and strategies, and on surveillance activities. 
Component Two is working towards building capacity in the 14 independent Pacific Island countries, enabling them to develop and implement their National Plans, and develop effective approaches to manage HIV/AIDS and STI.  Support is provided to National AIDS Councils and capacity development organisations.  

UNAIDS

UNAIDS, the Joint United Nations Programme on HIV/AIDS, brings together the efforts and resources of ten UN organisations to the global AIDS response. UNAIDS works on the ground in more than 75 countries.

Of the $4 million the Australian Government provides to UNAIDS most is spent in the Asia Pacific region, including: $1 million for the Asia Pacific Leadership Forum on HIV/AIDS; support for the UNAIDS Pacific Regional HIV/AIDS Program; support for the Coalition of Asia Pacific Regional Networks; and strengthening of multi-sectoral action on HIV/AIDS in the Pacific through the engagement of the police forces.

Regional South Asia HIV/AIDS Project 

This project aims to strengthen the capacities of national governments and civil society organisations to mount a comprehensive and effective response to prevent the spread of HIV/AIDS amongst injecting drug users in Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan and Sri Lanka. The mechanisms used include training; exchange of best practice; establishment of demonstration sites as resource institutions; and initiating establishment of model quality interventions which could be scaled-up. 

The Asia Regional HIV/AIDS Project (ARHP)

ARHP aims to strengthen the capacity of both the health and public security sectors of governments to reduce transmission of HIV among and from injecting drug users. ARHP plays a key role in developing a regional response to the epidemic of HIV amongst injecting drug users through advocacy and establishing strategic and innovative links between the health and security sectors. ARHP is focussing on four sites: Yunnan and Guangxi provinces in southern China; Burma; and Vietnam.   

Topic: Other Government Departments
Question 31
Outcome 1: Output 1.1
Senator Stott Despoja asked in writing
In the Senate Supplementary Estimates hearings (Nov 05), information was provided by AusAID that indicated the Attorney-General’s Department was involved in the delivery of overseas development assistance. For 2005-06 it was stated that the Attorney-General’s Department would spend $339.2m in delivering overseas aid. Can you provide us with information about the nature of the activities that are classified as aid for the 2005-06 budget and in what countries they are undertaken by Attorney-General’s Department?
Answer:

The OECD Development Assistance Committee (DAC) Directives define ODA as flows to developing countries and multilateral organisations (as specified by the DAC) that are concessional in nature and administered with the promotion of economic development and welfare of the developing country.

These activities come under a wide range of ODA categories that are deemed ODA eligible under the DAC guidelines. Please refer to the Attorney-General’s Department for further details on the nature of these activities and the individual countries in which they are undertaken, including for those activities undertaken by the Australian Federal Police. 

Question 32
Outcome 1: Output 1.1

Senator Stott Despoja asked in writing
In the Senate Supplementary Estimates hearings (Nov 05), information was provided by AusAID that indicated the Department of Immigration, Multicultural and Indigenous Affairs was involved in the delivery of overseas development assistance. For 2005-06 it was stated that the Department of Immigration, Multicultural and Indigenous Affairs would spend $143.63m in delivering overseas aid. Can you provide us with information about the nature of the activities that are classified as aid for the 2005-06 budget and in what countries they are undertaken by the Department of Immigration, Multicultural and Indigenous Affairs? 

Answer:

The OECD DAC Directives define ODA as flows to developing countries and multilateral organisations (as specified by the DAC) that are concessional in nature and administered with the promotion of economic development and welfare of the developing country. 

These activities come under a wide range of ODA categories that are deemed ODA eligible under the DAC guidelines. For example, humanitarian-related activities undertaken by the Department of Immigration and Multicultural Affairs (DIMA) can be classified as ODA eligible under the DAC Directives. 

Please refer to DIMA for further details on the nature of these activities and the individual countries in which they are undertaken.
Question 33
Outcome 1: Output 1.1

Senator Stott Despoja asked in writing
In the Senate Supplementary Estimates hearings (Nov 05), information was provided by AusAID that indicated the Defence Department was involved in the delivery of overseas development assistance. For 2005–06 it was stated that the Defence Department would spend $33.4m in delivering overseas aid. Can you provide us with information about the nature of the activities that are classified as aid for the 2005–06 budget and in what countries they are undertaken by the Defence Department? 

Answer:

The OECD DAC Directives define ODA as flows to developing countries and multilateral organisations (as specified by the DAC) that are concessional in nature and administered with the promotion of economic development and welfare of the developing country. 

These activities come under a wide range of ODA categories that are deemed ODA eligible under the DAC guidelines. For example, humanitarian assistance provided in the aftermath of the Indian Ocean tsunami is ODA eligible. Please refer to the Department of Defence for further details on the nature of these activities and the individual countries in which they are undertaken.

Question 34
Outcome 1: Output 1.2

Senator Stott Despoja asked in writing
In the Attorney Generals annual report of 2004-05 it failed to address the figure of $137.9 million that it spent in ODA for that financial year. Since AusAID is required by a senate order to document all its ODA, does AusAID believe that there is a problem of lack of disclosure in this respect, particularly in the question of the accountability and transparency of government departments?

Answer:

AusAID is responsible for the collation and reporting of Australia’s overall ODA eligible expenditure. AusAID is not able to comment on the planning, implementation or reporting of other government departments’ ODA eligible activities. Please refer to the Attorney-General’s Department for further information on their Annual Report.

Question 35
Outcome 1: Output 1.2

Senator Stott Despoja asked in writing
As the projected figure of $539 million in ODA being spent by Other Government departments in FY 2005-06 is not documented by the departments themselves, will AusAID commit to lobbying for greater transparency on this issue?

Answer:

AusAID remains responsible for the collation of Australia’s overall ODA eligible expenditure based on reporting from Other Government Departments (OGDs). The nature and extent of reporting by OGDs on individual activities undertaken using their respective appropriations is most properly the responsibility of the agencies concerned, having regard to applicable accountability requirements, including through the Parliament.
Question 36
Outcome 1: Output 1.2

Senator Stott Despoja asked in writing
(a) AusAID has revealed that it plays a role in deciding with Treasury what money spent by Other Government Departments can be officially called ODA. OECD DAC guidelines exist on what moneys can be considered ODA. Could AusAID take the example of the $339.2 million projected ODA to be spent by the Attorney-General’s Departments in 2005–06 and detail which expenditure items come under the various requirements of the OECD DAC guidelines?

Answer:

AusAID collects information of ODA eligible expenditure supplied from other government departments. The Treasury does not play a role in deciding what funds spent by other government departments can be officially called ODA. The OECD DAC guidelines on ODA eligibility are referred to by the Attorney-General’s Department (and other agencies) to determine the nature of the moneys spent. The Attorney-General’s Department is best placed to provide details of which expenditure items within its own programs and activities come under the requirements of the OECD DAC guidelines and are included in their ODA estimate.

(b) If AusAID was not involved in deciding which expenditure items came under the different OECD DAC guidelines for ODA, could AusAID pursue this matter with the relevant authority?

Answer: See answer to (a) above. 

Topic: Policing 
Question 37
Outcome 1: Output 1.4
Senator Stott Despoja asked in writing
(a) How much of the total Australian Aid budget is spent on policing in financial years 
2003-04, 2004-05, and 2005-06 (projected)?
(b) How much of this is spent by AusAID?

(c) How much is spent by other government departments?

(d) How much ODA is spent on policing in the Pacific?

(e) How much ODA is spent on policing in PNG?

(f) How much ODA is spent on policing the Solomon Islands?

Answer:

AusAID does not report on any specific “policing” sector.  Activities performed by the AFP that are ODA eligible come under a range of sectors including Law and Justice,  Public Sector Reform and Emergency Relief. These sectors also include a range of non-policing activities such as work with Judicial Systems and other Regulatory Authorities. 

Operational aspects of policing are not ODA eligible unless they are directly related to capacity-building and training.

Topic: Indonesia 

Question 38
Outcome 1: Output 1.2
Senator Stott Despoja asked in writing

(a) Does AusAID target Papua, the most disadvantaged province of Indonesia for community development?

Answer:

Papua is a focus province of the Australian aid program. Our current activities mainly focus on HIV/AIDS and Maternal and Child Health activities.
(b) Does AusAID target Indigenous Papuans the most disadvantaged group in the Province of Papua for community development?

Answer:

AusAID does not explicitly target indigenous Papuans in aid programming.

(c) How does AusAID monitor money given to Indonesia for community development in Papua?

Answer:

AusAID works with a number of parties in community development in Papua, including UNICEF and professional Australian advisors.  These activities are monitored by AusAID staff based in our mission in Jakarta and by Canberra-based staff as well as by technical advisory groups.  In addition, all activities are subject to stringent financial reporting standards.
Question 39
Outcome 1: Output 1.2

Senator Johnston asked in Hansard FD&T p.75
(a) How many project staff are working in Roti, West Timor and the surrounding islands?
Answer:

There are 115 project staff working on current AusAID funded bilateral projects in Roti, West Timor and the surrounding islands of Nusa Tenggara Timur (NTT). This includes Australian and other advisers as well as locally engaged project officers and support staff.  It does not include AusAID humanitarian and emergency activities.
(b) What is the level of funding for projects in Roti, West Timor and the surrounding islands?

Answer:

The level of funding in 2005-06 for AusAID bilateral projects operating in Roti, West Timor, the surrounding islands of Nusa Tenggara Timur and nearby areas is approximately $12.8 million. This funding covers eight projects.

Topic: Guidelines

Question 40

Outcome 1: Output 1.2

Senator Siewert asked in Hansard FD&T pp.70-72 
(a) Please provide details of delegations and guidelines for administered activities and multilateral agencies in relation to the Financial Management and Accountability (FMA) Act.

Answer:

Under Section 52 of the FMA Act, the Director General (as the Chief Executive), holds almost all the powers shown in the financial delegations schedules through the FMA legislation and is responsible for developing financial, property and risk management guidelines for AusAID.  These guidelines take the form of Chief Executive Instructions. Details of the delegations and the guidelines relevant to administered activities and multilateral agencies are included below. 

DELEGATION: 
Approving Proposals to Spend Public Money - Administered Only

References:

FMA Regulations 9, 10

CEI 5.1

CEI 5.8

Responsibilities: 
Approvers (delegates under FMA Regs 9) are responsible for approving proposals to spend public monies within their area of responsibility and within their approved annual budget.  

Approval should be sought for the estimated cost of the proposal to spend public monies inclusive of the Goods and Services Tax (GST).  Delegates should note that GST is recovered on a monthly basis as it is incurred. GST is recorded against an agency-wide charge code and is not reflected against the activity.

Approvers must not approve a proposal to spend public money, for the purposes of a proposed Commonwealth contract, agency agreement or other spending proposal, unless s/he is satisfied, after making such inquiries as are reasonable, that the proposed expenditure:  

a. 
is in accordance with the policies of the Commonwealth (FMA Reg 9);

b.
will make efficient and effective use of the public monies available for the Commonwealth aid programs implementing those policies (FMA Reg 9);

c.
FMA Reg 10 authorisation has been obtained for future financial year commitments.

FMA Regulation 9 CENTRAL OFFICE and AUSTRALIA INDONESIA PARTNERSHIP for RECONSTRUCTION and DEVELOPMENT (AIPRD) OFFICE

	CLASSIFICATION or TITLE
	DIVISION, BRANCH, SECTION or UNIT
	MONETARY LIMITATION
	SPECIFIC LIMITATIONS

	Parliamentary Secretary
	n/a
	Limited only by funds available
	n/a

	Director General
	n/a
	Limited only by funds available
	n/a

	Senior Executive Service 

Band 2
	All Divisions
	10,000,000
	n/a

	
	
	Limited only by funds available
	Food aid and contributions to the United Nations and other multilateral organisations

	Senior Executive Service 

Band 1
	All Branches
	3,000,000
	n/a

	
	
	Limited only by funds available
	Food aid and contributions to the United Nations and other multilateral organisations

	Executive Level 2
	All Sections/AIPRD Office
	750,000
	n/a

	Executive Level 1
	All Sections / Units/AIPRD Office
	200,000
	n/a

	APS 6
	AIPRD Office
	50,000

200,000
	n/a

Award offers made under the Student Program


FMA Regulation 10 CENTRAL OFFICE and AUSTRALIA INDONESIA PARTNERSHIP for RECONSTRUCTION and DEVELOPMENT (AIPRD) OFFICE

	CLASSIFICATION or TITLE
	DIVISION, BRANCH, SECTION or UNIT
	MONETARY LIMITATION
	SPECIFIC 
LIMITATIONS

	Director General
	n/a
	% of budget available adjusted for multilateral agreements
	Determination 2004/08

(Limits summarised in table below)


Based on percentages of current appropriation estimates in the Commonwealth’s Accrual Information Management System, as follows:
	Financial Year
	Current
	+1
	+2
	+3
	+4
	+5-9
	+10

	% limit
	100
	75
	65
	45
	30
	10
	0


Multilateral Replenishment Agreements (for ADF, IDA, IFAD, HIPC, MPMF and GEF only) are excluded from these limits and FMA Regulation 10 requirements.
FMA Regulation 9 OVERSEAS POSTS (where AusAID has representation)
	CLASSIFICATION or TITLE
	OVERSEAS POSTS
	MONETARY LIMITATION
	SPECIFIC 
LIMITATIONS

	Head of Mission (DFAT)
	All Overseas Posts
	5,000,000
	n/a

	Deputy Head of Mission
	Islamabad
	1,000,000
	Australian Community Assistance Scheme

	Senior Admin Officer (DFAT)
	All Overseas Posts
	250,000
	n/a

	Minister-Counsellor (Development Cooperation)
	All Overseas Posts
	3,000,000
	n/a

	Counsellors/Senior AusAID Officer1
	All Overseas Posts
	750,000
	n/a

	First Secretary
	All Overseas Posts
	200,000
	n/a

	Second Secretary
	All Overseas Posts
	50,000
	n/a

	
	
	200,000
	Award offers made under the Student Program

	Third Secretary
	All Overseas Posts
	20,000
	n/a

	
	
	200,000
	Award offers made under the Student Program


1.
This classification includes Counsellors, and First and Second Secretaries at applicable overseas posts.

FMA Regulation 10 OVERSEAS POSTS
	CLASSIFICATION or TITLE
	DIVISION, BRANCH, SECTION or UNIT
	MONETARY LIMITATION
	SPECIFIC 
LIMITATIONS

	Director General
	n/a
	% of budget available after adjustment for Multilateral Agreements
	Determination 2004/08

(Limits summarised in table below)


Based on percentages of current appropriation estimates in the Commonwealth’s Accrual Information Management System, as follows:
	Financial Year
	Current
	+1
	+2
	+3
	+4
	+5-9
	+10

	% limit
	100
	75
	65
	45
	30
	10
	0


Multilateral Replenishment Agreements (for ADF, IDA, IFAD, HIPC, MPMF and GEF only) are excluded from these limits and FMA Regulation 10 requirements.

DELEGATION:
Entering into Contracts, Agreements, Arrangements 
References:

FMA Regulation 13

CEI 5.2 

CEI 5.8

Responsibilities: 
Delegates are responsible for approving the entering into of Contracts, Agreements and Arrangements within their area of responsibility and within their budget allocation and if appropriate consistent with FMA 9 approval (for Administered)

The contract limitation for which approval is being sought is the Contract Value, plus GST, if any, to a maximum amount not exceeding 10% of the Contract Value.  Delegates should note that GST recovered on a monthly basis as it is incurred. GST is recorded against an agency-wide charge code and is not reflected against the activity.

Delegates must not give approval to enter into a contract unless satisfied, after making such inquiries as are reasonable, that the contract:

a.
is in accordance with the terms of the FMA Regs 9 and 10 approval; and

b.
has been arranged in accordance with the Commonwealth Procurement Guidelines.

CENTRAL OFFICE and AUSTRALIA INDONESIA PARTNERSHIP for RECONSTRUCTION 
and DEVELOPMENT (AIPRD) OFFICE
	CLASSIFICATION or TITLE
	DIVISION, BRANCH, SECTION or UNIT
	MONETARY LIMITATION
	SPECIFIC LIMITATION

	Director General
	n/a
	Limited only by funds available
	

	Senior Executive Service Band 2
	All Divisions
	Limited only by funds available 
	

	Senior Executive Service Band 1
	All Branches
	Limited only by funds available 
	

	Executive Level 2
	All Sections
	750,000
	

	
	Chief Finance Officer (CFO) 
	Limited only by funds available
	

	Executive Level 1
	All Sections / Units
	200,000
	

	Australian Public Service Level 6
	AIPRD Office
	20,000
	n/a

	
	
	200,000
	Award offers made under the Student Program

	Australian Public Service Level 5/6
	Office of DG (ISSS)
	50,000
	

	Australian Public Service Level  4,5,6
	Admin Support Unit, HR Services Unit, Personnel Development, Library, Public Affairs Group
	20,000
	

	Australian Public Service All Levels 
	Agency wide
	Limits as imposed on their credit card
	


OVERSEAS POSTS (where AusAID has representation)

	CLASSIFICATION or TITLE
	OVERSEAS POSTS
	MONETARY LIMITATION
	SPECIFIC 
LIMITATIONS

	Head of Mission/Head of Post  (DFAT)
	All Overseas Posts
	5,000,000
	n/a

	Senior Admin Officer (DFAT)
	All Overseas Posts
	250,000
	n/a

	Minister-Counsellor (Development Cooperation)
	All Overseas Posts
	Limited only by funds available
	n/a

	Counsellors/Senior AusAID Official1
	All Overseas Posts
	750,000
	n/a

	First Secretary
	All Overseas Posts
	200,000
	n/a

	Second Secretary
	All Overseas Posts
	50,000
	n/a

	
	
	200,000
	Award offers made under the Student Program

	Third Secretary
	All Overseas Posts
	20,000
	n/a

	
	
	200,000
	Award offers made under the Student Program


1.
This classification includes Counsellors, and First and Second Secretaries at applicable overseas posts.

Please note: All AusAID and DFAT officials listed in the above schedule can give approval to enter into contracts for official travel (other than the delegates) to the extent of funds allocated to the Post as defined in the relevant ‘Payment Limit Advice – FMA004’ [previously OA3]).

PROGRAM SUPPORT UNIT

	CLASSIFICATION or TITLE
	OVERSEAS POSTS/AUSTRALIAN REPRESENTATIVE OFFICE FOR AIPRD
	MONETARY LIMITATION
	SPECIFIC LIMITATIONS PER ITEM

	Finance Manager 


	All Posts where applicable 


	5,000 (up to this limit)
	Items of a non-salary nature.

Items of an administrative nature, such as telephone bills, petrol for cars and minor car maintenance. 

Office supplies such as stationery

	Office Manager
	AIPRD Office
	5,000 (up to this limit)
	Items of a non-salary nature.

Items of an administrative nature, such as telephone bills, petrol for cars and minor car maintenance. 

Office supplies such as stationery


DELEGATION: 
Procurement of Goods and Services 

References:

FMA Regulation 8

CEI 5.3

CEI 5.8
Responsibilities: 
Authorised employees are responsible for approving the method for the procurement of goods and services.  Authorised employees must explicitly approve any proposed procurement action that is not consistent with the Commonwealth Procurement Guidelines (CPG) and must ensure that the reason(s) for not following these guidelines are documented.

Employees involved in the procurement of goods and services (in Australia or overseas) must have regard to the CPG issued by the Finance Minister.  An employee who takes action that is not consistent with the CPG must document his/her reasons for doing so.

Value for money is the core principle governing Commonwealth procurement. This core principle is underpinned by four supporting principles: efficiency and effectiveness, accountability and transparency, ethics, and industry development.

Approval should be sought for the estimated cost of the proposal to spend public monies inclusive of the Goods and Services Tax (GST).  Authorised employees should note that GST is charged against an agency-wide charge code.

Authorised employees should consult Contract Services Group when exercising this delegation. 

CENTRAL OFFICE, STATES and AUSTRALIA INDONESIA PARTNERSHIP for RECONSTRUCTION and DEVELOPMENT (AIPRD) OFFICE

	CLASSIFICATION or TITLE
	DIVISION, BRANCH, SECTION or UNIT
	MONETARY LIMITATION1
	SPECIFIC 
LIMITATIONS

	Senior Executive Service Band 2
	All Divisions
	Unlimited
	n/a

	Senior Executive Band 1
	All Branches
	 Unlimited
	n/a

	Executive Level 2


	All Sections/AIPRD Office
	75,000
	n/a

	
	Humanitarian & Emergencies, Emergency Response Coordinator
	500,000
	Selection of a supplier of food aid

	Executive Level 1
	AIPRD Office
	75,000
	a.
The procurement of goods/services for PASU to a maximum value of $75,000 per purchase.

b.
The engagement of Locally Recruited Consultants to a maximum value of $75,000 per contract. 

c.
The procurement of goods/services for Small Activities Schemes to a maximum of $100,000 per contract.


1. The monetary limitation refers to the estimated total cost of the contract - NOT to individual items, eg. fees.

OVERSEAS POSTS (where AusAID has representation)

	CLASSIFICATION 
or TITLE
	OVERSEAS POSTS
	LIMITATIONS

	Minister-Counsellor (Development Cooperation)
	Port Moresby, Jakarta
	Unlimited 

	Head of Mission (DFAT) and Senior Admin Officer (DFAT)
	Kathmandu, Islamabad, Nairobi, Noumea, Pohnpei, Tel Aviv, Wellington
	a.
The procurement of goods/services for PASU to a maximum value of $75,000 per purchase.

b.
The engagement of Locally Recruited Consultants to a maximum value of $75,000 per contract. 
c.
The procurement of goods/services for Small Activities Schemes to a maximum of $100,000 per contract. 

	Counsellor
	Beijing, Dili, Geneva, Hanoi, Jakarta, Manila, Paris, Port Moresby, Pretoria, Rome, Suva, New York
	

	First Secretary
	Apia, Bangkok, Beijing, Dhaka, Dili, Hanoi, Ho Chi Minh City, Honiara, Jakarta, Manila, New Delhi, Nuku'alofa, Phnom Penh, Port Vila, Port Moresby, Suva, Vientiane
	

	Second Secretary
	Bangkok, Colombo, Hanoi, Harare, Phnom Penh, Port Moresby, New Delhi
	


CEI 5.1
Approving Proposals to Spend Public Money
INSTRUCTIONS

1. An official must not approve a proposal to spend public money unless he/she is an ‘Approver’. An Approver is either the Minister, the Director General, an official delegated that power by the Director General (an FMA Regulation 9 delegate), or a person authorised by or under an Act to approve spending proposals (refer FMA Regulation 9 delegation limits).

2. Where a spending proposal involves political sensitivity, security implications, or where the proposal may provide a basis for Ministerial announcements, it should be submitted to the Minister or Parliamentary Secretary for approval. 

3. As required by FMA Regulation 9, an Approver must not approve a proposal to spend public money, unless the Approver is satisfied, after making such inquiries as are reasonable, that the proposed expenditure:

a) is in accordance with the policies of the Commonwealth; and
b) will make efficient and effective use of public money.

4. Where the proposed expenditure cannot be covered by sufficient unspent and uncommitted appropriation, the Approver must not approve the proposal unless the Finance Minister or delegate (an FMA Regulation 10 delegate) has issued a written authorisation, as required by FMA Regulation 10.

5. Where an approval to spend public money is not given in writing, the Approver must record the terms of the approval in a written form as soon as practicable, as required by FMA Regulation 12.

6. The estimated value of a spending proposal must be the maximum value anticipated.  The value must include superannuation and GST where applicable.  GST amounts must be separately identified in the approval and must not exceed 10% of the goods and/or service value.

7. Where the proposal to spend public money involves the procurement of property (including goods) and services, Approvers must also comply with the requirements of CEI 5.3 Procurement of Property (including goods) and Services.

8. Where the proposal to spend public money involves grants or funding agreements, Approvers must also comply with the requirements of CEI 5.24 Grant and Funding Agreements.

9. Where the proposal to spend public money involves a liability cap or contingent liability (including an indemnity, guarantee, warranty or letter of comfort), Approvers must also comply with CEI 8.5 Liability Cap or Contingent Liabilities, including Indemnities, Guarantees, Warranties and Letters of Comfort. 

10. To allow for the segregation of duties in relation to spending public money, the same official must not undertake both the approval functions (includes FMA Regulation 9 approvals and FMA Regulation 10 delegations) and the certifying functions for an activity.

REPORTING REQUIREMENTS

11. The CFO must ensure that details of all proposals authorised under the FMA Regulation 10 delegation, during the six month periods to end December and June, are reported to the Secretary, Department of Finance and Administration, within six weeks of the end of the reporting period.

12. Activity Managers must record FMA Regulation 9 Approvals for administered funds in AidWorks in accordance with the AidWorks User Manual. 
REFERENCES

	FMA Act:
	ss.14, 44, 53

	FMA Regulations:
	FMA 3, 9, 10, 11, 12

	Delegations:
	5.1.A: Approving Proposals to Spend Public Money – Administered

5.1.B: Approving Proposals to Spend Public Money - Departmental

	Related CEIs:
	0: Entering into Commonwealth Contracts, Agreements, Arrangements

5.3: Procurement of Property (including Goods) and Services

5.4: Payment of Accounts

5.8: Goods and Services Tax

5.24: Grants and Funding Agreements

8.5: Liability Cap or Contingent Liabilities, including Indemnities, Guarantees, Warranties and Letters of Comfort

	Related documents:
	Finance Circular 2004/10

Finance Circular 2003/02

AusAID Circular 15/2004


BACKGROUND

Approval of spending proposals, prior to incurring any expenditure for the Agency or committing future funds, is the most fundamental accountability requirement relating to the expenditure of public money. 
This CEI applies to all spending proposals, under which the Commonwealth is obliged, or may become obliged, to make a payment of public money. This includes, but is not limited to, proposals to enter into:
· contracts or agreements for the procurement of property (including goods) and services;

· grants or funding agreements including ROUs, MOUs, Subsidiary Arrangements, pledges and incentive schemes and Acts of Grace.

· employment and statutory appointments for the payment of salaries, pensions and other entitlements; 

· establishment of official advances; 

· credit arrangements; and

· contingent liabilities, indemnities, guarantees, warranties and letters of comfort. 

APPROVALS AND AUTHORISATIONS

FMA Regulation 9 Approval

In approving proposals to spend public money, an Approver must be satisfied that the proposed expenditure:
a) is in accordance with the policies of the Commonwealth;

b) will make efficient, effective and ethical use of the public monies available for the aid programs implementing those policies; and,

c) is in accordance with FMA Regulation 10 where the spending proposal cannot be covered by sufficient unspent and uncommitted appropriation.
Spending proposals in AusAID may only be approved by an ‘Approver’. Approvers are the Minister, the DG, or an official delegated that power by the DG (an FMA Regulation 9 delegate). Schedule 5.1 of the Delegations establishes monetary limits for FMA Regulation 9 delegates.

In the normal course of events, the Approvers within AusAID will exercise the delegations to approve proposals to spend public money. However, proposals to spend public money with political sensitivities or security implications, or those that might provide the basis for Ministerial press or other announcements, should be submitted to the Minister or Parliamentary Secretary for Foreign Affairs for approval. All initiatives for credit arrangements must also be submitted to the Minister for approval. Information on the division of responsibility between the Minister and Parliamentary Secretary is available from Ministerial & Parliamentary Services Unit (MPSU).

The estimated value of a spending proposal must be the maximum estimated value. It must include GST to a maximum of 10% and any superannuation, where applicable.

Where the proposal to spend public money involves the procurement of property (including goods) and services, Approvers must also comply with the requirements of CEI 5.3 Procurement of Property (including goods) and Services.

Where the proposal to spend public money involves grants or funding agreements, Approvers must also comply with the requirements of CEI 5.24 Grant and Funding Agreement.

Where the proposal to spend public money involves a contingent liability or other indemnity, guarantee, warranty or letter of comfort, Approvers must also comply with CEI 8.5 Liability Cap or Contingent Liabilities, including Indemnities, Guarantees, Warranties and Letters of Comfort.
Approval for a spending proposal may be obtained in parts (i.e. subsequent approvals may be sought) to satisfy all requirements for granting an approval, and to accommodate the possibility that not all information is available when an initiative is established. 

If a subsequent FMA Regulation 9 approval is required in relation to a spending proposal, that fact should be clearly recorded in the subsequent FMA Regulation 9 approval for the spending proposal, and must be recorded in AidWorks (for Administered). 

An Approver that approved part of a spending proposal need not be the same Approver to approve subsequent parts but the subsequent Approver must hold the monetary limitation sufficient to cover the proposed value of the entire spending proposal, as specified in Delegation 5.1. 

For initiatives which are financial year specific and administrative in nature, FMA Regulation 9 approval may be sought for each financial year independently.  The Approver therefore need only hold the delegation against the total FMA Regulation 9 approvals within that financial year.  The purpose of the initiative must be clearly specified as being administrative in nature and the financial year identified.  At the end of the financial year, remaining approval balances will expire and cannot be rolled over.

Variations to spending proposal

Where a change is proposed to increase the value, or change the nature, scope, or duration or other specifications previously specified in the FMA Regulation 9 approval(s), a new approval is required. Where a further FMA Regulation 9 approval is required, and if necessary, authorisation from an FMA Regulation 10 Delegate, the delegates must hold the monetary limitation sufficient to cover the proposed new value of the contract or agreement (inclusive of all previous variations and the proposed variations) inclusive of GST.

Documentation

FMA Regulation 12 provides a key accountability mechanism, requiring the terms of approvals provided under FMA Regulation 9 to be recorded in a document. FMA Regulation 12 provides that if approval of a proposal to spend public money is not given in writing, the approver must record the terms of the approval in a document (either in paper documents or electronically), as soon as practicable after giving the approval. The documentation in AusAID must be in the form of an FMA Regulation 9 Minute or Ministerial submission signed by the Approver and recorded in AidWorks (for Administered items). 

The terms of approval to be recorded will depend on a number of factors, including the risks or significance of the spending proposal approved and the information known at the time of seeking FMA Regulation 9 approval, where it is sought in parts. Officials should prepare the FMA Regulation 9 Minute (for AusAID delegates) based on AusAID templates available in AidWorks. For the Minister or Parliamentary Secretary approval, the appropriate FMA Regulation 9 Ministerial Submission template must be used. Templates are available in Word or from Ministerial and Parliamentary Services Unit (MPSU). Where a spending proposal has been authorised in accordance with FMA Regulation 10, the Approver must document that fact in the FMA Regulation 9 Minute or Ministerial Submission. 

FMA Regulation 10 Authorisation

Where the proposed spending proposal cannot be covered by sufficient unspent and uncommitted appropriation, the FMA Regulation 9 delegate must not approve the proposal unless the Minister for Finance and Administration or an FMA Regulation 10 delegate has issued a written authorisation, as required by FMA Regulation 10. Neither the Parliamentary Secretary nor the Minister for Foreign Affairs has the power to authorise administered spending proposals under FMA Regulation 10.

FMA Regulation 10 Delegates may authorise spending proposals in future financial years (i.e. outside AusAID’s current year appropriation) up to the limits specified in the FMA Regulation 10 Determination from the Minister for Finance and Administration. The limits specified in the Minister for Finance Determination are based on percentages of current appropriation estimates as follows:

Table 1: FMA Regulation 10 Administered Limits (Delegation 5.1.A)

	Financial Year
	Current
	+1
	+2
	+3
	+4
	+5-9
	+10

	% limit
	100
	75
	65
	45
	30
	10
	0


Note: Money appropriated for Multilateral Replenishment Agreements (for ADF, IDA, IFAD, HIPC, MPMF and GEF only) is excluded from these limits and FMA Regulation 10 requirements.

Table 2: FMA Regulation 10 Departmental Limits (Delegation 5.1.B)

	Financial Year
	Current
	+1
	+2
	+3
	+4
	+5-9
	+10

	% limit
	100
	100
	100
	100
	100
	0
	0


For administered spending proposals within the FMA Regulation 10 administered limits, the DG is the FMA Regulation 10 Delegate. The DG will issue an annual blanket FMA Regulation 10 authorisation, whereby officials can assume that FMA Regulation 10 authorisation is given for an administered spending proposal unless they receive notification from the CFO that the blanket delegation is no longer automatic. Officials will still need to document that the FMA Regulation 10 authorisation has been granted in each of their FMA Regulation 9 submissions. If the limits are approached, the CFO will firstly request Officials to check and if necessary update their AidWorks commitments. If the limits are still too close to allow the automatic authorisation of FMA Regulation 10 under the blanket delegation, the CFO will issue advice the CFO will be managing the FMA Regulation 10 approvals centrally. All subsequent spending proposals should then be submitted to the CFO for FMA Regulation 10 assessment.

Administered spending proposals exceeding 10 years or above require authorisation from the Minister for Finance and Administration authorisation as this is outside of the current FMA Regulation 10 administered limits. Such spending proposals should be submitted to the CFO for negotiation with DoFA.

The authorisation of departmental spending proposals within the FMA Regulation 10 departmental limits will occur on a case-by-case basis. The FMA Regulation 10 delegate for departmental spending proposals within the FMA Regulation 10 departmental limits are the ADG RES and CFO.

Departmental spending proposals exceeding 5 years require Minister for Foreign Affairs authorisation and must only commit a cumulative total of 20% of the forward year estimate relating to year +4 of delegation 5.1.B in each of the future financial years from +5-9. Departmental spending proposals exceeding 10 years must be authorised by the Minister for Finance and Administration. Such spending proposals should be submitted to the CFO for negotiation with DoFA.

Officials must refer all spending proposals that require authorisation from the Minister for Finance and Administration to the CFO to commence negotiation of the ministerial approval process.

CEI 5.2
Entering into Contracts, Agreements, Arrangements

INSTRUCTIONS

1. Officials must not commit the Agency to future obligations, by entering into contracts, agreements or arrangements, unless they have been delegated that power by the Director General (an FMA Regulation 13 Delegate).

2. An FMA Regulation 13 Delegate must not enter into a contract, agreement or arrangement unless the proposal to spend public money under the planned contract, agreement or arrangement has been approved under FMA Regulation 9 and, if necessary, in accordance with FMA Regulation 10 (See CEI 5.1)

3. Where a contract involves the procurement of property (including goods) and services, the FMA Regulation 13 Delegate must ensure that the requirements of CEI 5.3 Procurement of Property (including Goods) and Services have been followed.

4. Where an agreement involves a grant or funding agreement, the FMA Regulation 13 Delegate must ensure that the requirements of CEI 5.24 Grants and Funding Agreements have been followed. 

5. Where the proposal to spend public money involves a contingent liability or other indemnity, guarantee, warranty or letter of comfort, Approvers must also comply with CEI 8.5 Liability Cap or Contingent Liabilities, including Indemnities, Guarantees, Warranties and Letters of Comfort.

6. An FMA Regulation 13 Delegate must not enter into a contract or agreement that requires the payment of public monies in advance of satisfactory performance or delivery, unless such a payment provides an identified net financial benefit to the Commonwealth.

7. To allow for the segregation of duties in relation to spending public money, the same official must not undertake both the entering into a contract, agreement, arrangement, or approving the initiative and the certifying functions.

8. Officials with the responsibility for managing a contract, agreement or arrangement must:
a. ensure that appropriate measures are in place to protect the Commonwealth’s interests and to achieve the planned outcomes; and 

b. enter and maintain the details of the contract, agreement or arrangement, including variations, on AidWorks in a timely manner, in accordance with the AidWorks User Manual. 

9. CSG must publish the details of contracts and agreements, that have been entered onto AidWorks with a value $100,000 or more, which have not been fully performed or have been entered into during the previous 12 months, on AusAID’s public website in accordance with the Senate Order on Departmental and Agency Contracts. The publishing of contracts and agreements that are not entered on AidWorks is the responsibility of the official arranging the contract, arrangement or agreement.

10. Directors must provide advice to the Director General of any sensitivity relating to disclosure, in order that the Minister can be advised prior to publishing information on agreements and contracts entered into by the Agency.
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BACKGROUND

Whenever an official of the Agency enters into a contract, agreement or arrangement under which public money is, or may become payable, a Commonwealth liability arises. Great care must be taken to ensure that the Commonwealth’s interests are protected and all statutory processes are followed.

Agency officials should be aware that the contravention of this CEI does not affect the legality of a contract, agreement or arrangement and that a Commonwealth liability can be created verbally (e.g. where an Agency officer is considered to have agreed to a contract variation by telephone).

Prior Approvals and Clearances 

Only FMA Regulation 13 delegates are able to enter into or vary a contract, agreement or arrangement, up to the monetary limits specified in Schedule 5.2 of the Delegations and Authorisations.

An FMA Regulation 13 delegate must, before entering into or varying a contract, agreement or arrangement, ensure:

a) that the proposal to spend public money has been approved under FMA Regulation 9 and, if necessary, in accordance with FMA Regulation 10 (See CEI 5.1); 

b) where a contract is for a procurement of property (including goods) and services, that the requirements of CEI 5.3 Procurement of Property (including Goods) and Services have been followed; 

c) where an agreement involves a grant or funding agreement or arrangement, the FMA Regulation 13 Delegate must ensure that the requirements of CEI 5.24 Grants and Funding Agreements have been followed; and

d) Where the proposal to spend public money involves a contingent liability or other indemnity, guarantee, warranty or letter of comfort, Approvers must also comply with CEI 8.5 Liability Cap or Contingent Liabilities including Indemnities, Guarantees, Warranties and Letters of Comfort.

The FMA Regulation 13 delegate must be satisfied that the contract, agreement or arrangement is in accordance with the purpose, and any other terms, specified in the FMA Regulation 9 approvals and that all approvals have been documented in accordance with CEI5.1.

Goods and Services Tax (GST)

The FMA Regulation 13 delegate must ensure that the financial limitation for the contract, agreement or arrangement does not exceed the amount specified in the FMA Regulation 9 approval and FMA Regulation 10 authorisation.

The financial limitation of a contract, agreement or arrangement must include GST, if any, to a maximum amount not exceeding 10% of the contract, agreement or arrangement value.

The GST value of the contract, agreement or arrangement must be recorded in AidWorks.

Program Support Units (PSU)

All PSU Finance or Office Managers are able to exercise an FMA Regulation 13 delegation in order to enter into arrangements to purchase items of an administrative nature, such as office supplies (stationery), petrol for cars, minor car maintenance and telephone bills. Items of a salary nature cannot be delegated.

The financial limitation is an amount up to, but not exceeding $5,000 in relation to expenditure on items of an administrative nature.

The Senior AusAID A-based official must ensure that the PSU Finance or Office Manager is provided with appropriate training on Financial Management including the Financial Management Manual and Financial Regulations.

The Senior AusAID A-based official must monitor the exercise of this delegation by PSU staff on a regular basis to ensure that the PSU employee complies with the requirements of AusAID’s Financial Management Manual.

Where there is no Senior AusAID A-based official responsible for the Post the financial delegation must be monitored by the Country Program Manager in consultation with the DFAT Senior Administrative Officer or Head of Mission/Head of Post.

The PSU finance manager who exercises the FMA Regulation 13 delegation must not also perform certifying functions for any payments and invoices under the contract, arrangement or agreement.

Variations to Agreements, Contracts and Arrangements

With respect to variations, the FMA Regulation 13 Delegate must hold the monetary limitation sufficient to cover the proposed new value of the entire contract, agreement or arrangement (the amount originally approved together with all subsequent variations) including GST. 

Before entering into a variation, the FMA Regulation 13 Delegate must ensure that the proposed variation is covered by an existing FMA Regulation 9 approval for the funds and is consistent with the, nature, scope, duration and any other conditions, specified in the current FMA Regulation 9 approval(s) for the agreement, contract or arrangement. If the variation is consistent with the current FMA Regulation 9 approval, a further FMA Regulation 9 approval is not required. Where this is not the case, and a further FMA Regulation 9 approval is required (see CEI 5.1).

Documentation

Documentation of who performed the Regulation 13 delegation must be kept.  This may be done formally, such as in the form of contract documentation or a FMA Regulation 13 Minute, or informally in the form of a receipt, file note or tax invoice signed by the delegate, for such purchases as credit card expenditure, or small value goods and services (e.g. booking external meeting rooms).
CEI 5.3
PROCUREMENT OF GOODS AND SERVICES

INSTRUCTIONS

1. An official must not approve a procurement of property (including goods) and services unless he / she is an ‘Approver’. An Approver must comply with CEI 5.1, and the appropriate financial delegation limits. 

2. The proposed procurement method and outcome for all new procurements with an estimated value of $10,000 or more (GST inclusive) must be approved by an Approver, unless it is proposed to procure from a Standing Offer (including a Period Offer) in accordance with any policies issued by CSG for the use of these arrangements. An Approver must approve a proposed procurement method and outcome to establish a Period Offer Deed or Preferred Supplier Arrangement.

3. Officials must not enter into a contract for a procurement unless they have been delegated that power by the Chief Executive (an FMA Regulation 13 delegate). An FMA Regulation 13 Delegate must not enter into a contract or agreement for procurement unless the requirements of this CEI 5.3 and CEI 5.2 have been followed.

4. Officials involved with the procurement of property (including goods) and services must have regard to the Commonwealth Procurement Guidelines (the CPGs). If an official proposes procurement actions inconsistent with the CPGs, the official must make a written record of the reasons for doing so, seek advice from CSG and obtain authorisation from ADG AUSP. 

5. Officials must conduct all procurements above AusAID’s Value Thresholds in accordance with the Mandatory Procedures in Division 2 of the CPGs, unless the procurement is exempt from Division 2.

6. Administered procurements above AusAID’s Value Thresholds are not exempt from the Mandatory Procedures in Division 2 unless:

a. the procurement is from other Commonwealth, State or Territory or Local Government entities where no commercial market exists or where Government legislation or policy requires a Government provider; or
b. the DDG CGR and where considered necessary by the DDG CGR, the DG has approved the exemption for the specific procurement or type or nature of the procurement in general terms.

7. All procurements that are not Small Value Procurements and any options and amendments to these procurements must be conducted by CSG, unless otherwise advised by a Director in CSG. 

8. All draft tender and contract documents, including any variations, must be cleared by a Director in CSG or AusAID’s Legal Adviser.

9. All proposed Tender Evaluation Committee Members for Non-Small Value Procurements must be endorsed by ADG AUSP and approved by the relevant program ADG. 

10. It is mandatory that officials purchasing information technology or major office machine products or services source them from a supplier listed as an Endorsed Supplier, as listed at www.finance.gov.au/online/esa/.

11. The financial limitation of approvals, authorisations and contracts must include GST, where applicable to the procurement. 

12. Officials involved with a procurement must:

a. ensure that procurement methods are non-discriminatory, except to the extent permissible by AusAID’s Eligibility Criteria. 

b. appoint a probity adviser for all procurements assessed as high probity risk.

c. conduct and manage a procurement consistent with AusAID’s Contracts Charter. 

d. handle all procurement complaints in accordance with AusAID’s Complaints Handling Procedures.

13. Officials must provide details of planned procurements, as instructed in procurement guidelines issued by CSG, to enable the compilation of AusAID’s Annual Procurement Plan on AusTender by 1 July each year.

14. All procurements funded from Administered funds and all contracts and agreements, including all variations, must be entered into AidWorks, in a timely manner, in accordance with the AidWorks User Manual.

15. Responsible officials must provide CCPS, CSG with the details of all open approaches to the market, prior to advertising, to enable CSG to publish the details on the AusTender website.

16. CSG must publish the details of contracts and agreements that have been entered onto AidWorks with an estimated liability of $10,000 or more (GST inclusive) on AusTender, in accordance with Guidance on Procurement Publishing Obligations. The publishing of contracts and agreements that are not entered on AidWorks is the responsibility of the official arranging the contract or agreement to inform CSG to enable Gazettal. The ADG RES or ADG AUSP may direct, in writing, that details of a contract or agreement, are, in his/her opinion, exempt matters under the Freedom of Information Act 1982 and, therefore, do not need to be published in AusTender.

17. CSG is responsible for providing advice and developing guidelines to officials on matters relating to procurement. 
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PROCEDURES:

What is Procurement?

Procurement encompasses the whole process of purchasing property (including goods) and services from suppliers and other services providers including from Australian Commonwealth, State, Territory and Local government entities. Procurement may be funded through Departmental and/or Administered funds. Grants (including funding agreements), statutory and ministerial appointments and the engagement of employees are not considered procurement.

All officials involved in the procurement of property (including goods) and services must comply with this CEI and the Commonwealth Procurement Guidelines (CPGs) when undertaking procurement. The CPGs are issued by the Minister for Finance under FMA Regulation 7 and establish the policy framework for the Australian Government sector procurements.  

FMA Regulation 9 Approval of the Procurement Method and Outcome (Refer CEI 5.1)

In approving proposed procurements to spend public money, an Approver must, among other requirements, be satisfied that the proposal is in accordance with Commonwealth policy, including the CPGs and AusAID’s Eligibility Criteria, and represents an effective and efficient use of money. To ensure that a proposed procurement meets these requirements, an Approver must approve:

· the funding for an activity in accordance with CEI 5.1

· the proposed procurement method and outcome for all new procurements with an estimated value of $10,000 or more (GST inclusive). 

An Approver may also consider to the extent necessary, the proposed contract documentation, management systems and processes to make an informed decision.

Approval of the procurement method and outcome is not required for procurements from an established Standing Offer (including Period Offer), where the procurement is conducted in accordance with the arrangement and any policies issued by CSG for the use of these arrangements. An FMA Regulation 9 Approver must however, approve the procurement method and outcome for all proposals to establish a Standing Offer Deed (including a Period Offer Deed). 

Approval for procurement may be obtained in parts (i.e. the delegate’s approval is sought more than once for procurement). For example, the approval of funding for an activity may be obtained prior to obtaining the approval of the procurement method and outcome. 

An Approver who approved part of a procurement proposal need not be the same Approver to approve subsequent parts but the Approver must hold the monetary limitation sufficient to cover the proposed value of the entire procurement, as specified in Delegation 5.1. 

As specified in Delegation 5.1, the monetary limitation for the approval of the funding for an Activity differs from the monetary limitation for the approval of a procurement method and outcome. In this way, if the Minister or Parliamentary Secretary approves the funding of an activity, the procurement method and outcome may be approved by an FMA Regulation 9 Delegate within AusAID, unless the Approver of the activity indicates otherwise.

All FMA Regulation 9 approvals for a procurement method and outcome must justify the decisions with regard to the CPGs and AusAID’s procurement policies.

If an official proposes procurement action inconsistent with an FMA Regulation 9 approval, including the approved procurement method and outcome, approval for the alternative action must be sought from an FMA Regulation 9 Approver. 

Where the proposal to spend public money involves a contingent liability or other indemnity, guarantee, warranty or letter of comfort, Approvers must also comply with CEI8.5 Liability Cap or Contingent Liabilities including Indemnities, Guarantees, Warranties and Letters of Comfort.

Clearances

All draft tender and contract documents must be cleared by a DIR CSG or AusAID’s Legal Adviser prior to being released to the market or signed by an FMA Regulation 13 Delegate.

Commonwealth Procurement Guidelines

All officials involved with the procurement of property (including goods) and services must have regard to the CPGs. The CPGs establish the overarching policy framework and principles for government purchasing (in Division 1) and set Mandatory Procedures for various procurements (in Division 2). Significant Government legislation and other government policies that interact with Government procurement are also detailed in the Guidelines (in Division 3). A copy of the CPGs is available from the Department of Finance and Administration website: www.finance.gov.au/ctc.

Value for money is the core principle underlying government procurement and is enhanced through the application of the associated principles:

· encouraging competition by ensuring non-discrimination in procurement and using competitive procurement processes commensurate with the scale, scope and relative risk of the proposed procurement;

· efficient, effective and ethical use of resources; and

· accountability and transparency.

To ensure consistency of application of Australian Government’s procurement principles across departments and agencies, the Guidelines establish Mandatory Procedures for procurements depending on the value and nature of the property (including Goods) and services being purchased. AusAID’s aid program procurements, irrespective of their value, are exempt from the mandatory procedures in the CPGs. This exemption, however, does not preclude AusAID from adopting better practice. 

As of 1 July 2005, AusAID has elected to apply the mandatory procedures to Australia’s aid program procurements (i.e. administered procurements) above a value threshold, while retaining the discretion to apply the exemptions to:

· Aid program procurements from other Commonwealth, State or Territory of Local government entities where no commercial market exists or where government legislation or policy requires a Government provider; and

· other extra ordinary aid program procurements where the DDG CGR and where considered necessary by the DDG CGR, the DG has approved the exemption for the specific procurement or type or nature of the procurement in general terms.

If an official proposes procurement action inconsistent with the CPGs, the official must make a written record of the reasons for doing so; seek advice from CSG prior to obtaining authorisation from ADG AUSP. Decisions that are inconsistent with the CPGs should occur infrequently and generally depart from the CPGs in only very limited respects. 

The ADG AUSP, in authorising a departure from the CPGs, must ensure that the reasons for not following the CPGs are justifiable. 

AusAID’s Value Thresholds

AusAID’s Value Thresholds for applying the mandatory procedures in the CPGs, where an exemption is not applicable, are (GST inclusive):

a) $80,000 or above for purchasing property and services for the agency’s own use (non-construction); 

b) $500,000 or above for Australia’s aid program procurements (non-construction); and

c) $6 million or above for construction procurements.

Calculating the Value of a Procurement

The estimate value of procurement must be determined in accordance with Division 2 of the CPGs and includes:

· all forms of fees and charges payable, including personnel fees, reimbursable costs, procurement costs, taxes, superannuation and payments from a flexible funding mechanism linked to a procurement (e.g. an imprest or trust account); and

· the total maximum value of the procurement, for all its parts and over its entire duration, including the estimates value of all options in the proposed contract or agreement (including any Service Orders or Exchange of Letters) and any approved contingencies for the procurement.

Where the total price or financial limit for procurement will not be specified, an estimate should be determined for the full term of the planned contract or agreement. If the contract or agreement will be for an indefinite period, the procurement value should be estimated by multiplying the indicative monthly costs by 48.

Where the total maximum value of a contract or agreement over its entire duration cannot be estimated or an Official is unsure about the value, advice must be sought from CSG.

Small Value Procurements

Small Value Procurements are defined as procurements below AusAID’s Value Thresholds, with the exception of construction procurements. While AusAID’s Value Threshold for construction is $6 million, only those construction procurements under $500,000 are considered small value. Officials must determine whether or not a procurement is small value prior to conducting the procurement for three reasons:

· to determine who may conduct the procurement in AusAID;

· to determine how a supplier or other service providers may be selected in accordance with the CPGs and this CEI;

· to determine the form of tender and contract documentation that may be used.

Activity Managers may conduct a new Small Value Procurement with advice and support from the CSG. Activity Managers must have regard to AusAID’s Small Value Procurement Kit before conducting Small Value Procurements. The Kit details among other things, the procurement methods available, approvals and documentation requirements for Small Value Procurements. It also refers to a variety of templates, depending on the type and value of the Small Value Procurement.

As outlined in the Small Value Procurement Kit, Activity Managers need to conduct an appropriately competitive procurement process commensurate with the scale, scope and risk profile of the particular Small Value Procurement. While there is greater flexibility in determining the procurement method for Small Value Procurements, the focus is still on applying the government’s procurement principles in the CPGs (including encouraging competition) and other government legislation and policies that interact with procurement. 

Non-Small Value Procurements

All procurements that are not Small Value Procurements must be conducted by CSG, unless otherwise advised by a DIR CSG and all proposed Tender Evaluation Committee Members for non-small value procurements must be endorsed by ADG AUSP and approved by the relevant program ADG. 

The Government’s Mandatory Procurement Procedures in the CPGs largely apply above the AusAID’s Value Thresholds. Where the mandatory procedures apply, procurements must be openly tendered in accordance with the procedures in the Guidelines, with limited options for directly sourcing a supplier. Further, select tendering is only available following an open tender process to short list suppliers, either after inviting expressions of interest from the market or selecting from a multi-use list.

The open tender procedures include those for publishing tender conditions and content, specifying conditions of participation and technical requirements, amending tender documents, setting time limits, awarding contracts, select tendering, and establishing multiuse lists and panels. 
The tender and contract or agreement documentation for procurements which are not small value vary significantly from the documents used for Small Value Procurements to comply, where applicable, with the Mandatory Procurement Procedures and to align with the needs, size and risk of the procurement.

Conducting procurements directly from an Australian government entity

The CPGs permit a procurement which is not small value to be directly sourced from other Australian Commonwealth, State or Territory or Local government entities where:

· no commercial market exists; or 

· government legislation or policy requires a government provider; or

· the Mandatory Procedures permit direct sourcing of a service provider.

Where direct sourcing from an Australian government entity is being considered for a Small Value Procurement, Activity Managers should seek advice and support from the Operational Support Unit (OSU) in the Australian Partners Branch.

Where CSG advises that a procurement which is not small value may be directly sourced from an Australian government entity in accordance with the CPGs, Activity Managers may conduct the procurement with advice and support from OSU.

AusAID’s Eligibility Criteria

In accordance with the CPGs, officials must ensure that procurement methods are non-discriminatory, except to the extent permissible by AusAID’s Eligibility Criteria. For some procurements funded from Administered funds, AusAID’s Eligibility Criteria specify where suppliers must carry on business to be eligible to tender. The restrictions are dependent on the nature of the goods and services being purchased and the recipient country involved. AusAID’s Eligibility Criteria are Government policy and supersede any non-discriminatory provisions in the Guidelines. 

Endorsed Supplier Arrangements (ESA)

The ESA is a pre-qualification scheme administered by the Department of Finance and Administration on behalf of the Australian Government. The ESA endorses suppliers that wish to sell to the Australian Government in certain business sectors. These sectors include: 

· Information Technology and Major Office Machines; 

· Commercial Office Furniture; and 

· Auctioneering. 

It is mandatory that officials purchasing information technology or major office machine products or services source them from a supplier listed as an Endorsed Supplier. Use of Endorsed Suppliers when procuring Commercial Office Furniture or Auctioneering services is discretionary. Endorsed Suppliers are listed at www.esa.finance.gov.au. 

Variations to Procurements

Variations to a contract, agreement or arrangement for procurement are only permitted where the proposed variation does not circumvent the requirements of the CPG’s and AusAID’s procurement policies.  In particular, a proposed variation must:

· be materially within the scope and nature of the original contract, agreement or arrangement;

· represent value for money; and

· not be perceived, as dividing a procurement into separate parts for the purposes of avoiding the Mandatory Procedures in Division 2 of the CPGs. 

Variations to Small Value Procurement which would result in the procurement no longer being considered a Small Value Procurement is not permitted.

Where a variation is not permitted, the proposed variation must be considered a new procurement. Officials should seek advice from CSG where they are not sure as to whether or not a variation should be considered a new procurement. 

Before commencing a variation to a contract or agreement, Activity Managers must ensure that it is either consistent with an existing FMA Regulation 9 approval(s) or seek a further FMA Regulation 9 approval. All variations to a contract or agreement must be consistent with the value, nature, scope, duration and any other conditions, specified in the FMA Regulation 9 approval(s) for the contract or agreement. Where a further FMA Regulation 9 approval is required, and if necessary, authorisation from an FMA Regulation 10 Delegate, the FMA Regulation 9 and 10 delegates must hold the monetary limitation sufficient to cover the proposed new value of the contract or agreement (inclusive of all previous variations and the proposed variations).

Where a proposed variation is FMA Regulation 9 approved, an Activity Manager may prepare and negotiate the variation if it is either:

· a variation to a Small Value Procurement (i.e. the contract or agreement’s value, inclusive of all previous variations and the proposed variation, does not exceed AusAID’s Value Thresholds); or 

· a variation order to a Non-Small Value Procurement permitted by the contract or agreement and guidelines issued by CSG. 

Unless otherwise advised by a DIR CSG, only CSG may prepare and negotiate options and amendments to a Non-Small Value Procurement. 

All varied contract or agreement documents must be cleared by a DIR CSG or AusAID’s Legal Adviser prior to being signed, or authorised for signing, by an FMA Regulation 13 Delegate.  Blanket clearances may be issued.

Before committing AusAID to a variation, the FMA Regulation 13 Delegate must ensure that the variation is consistent with the value, nature, scope, duration and any other conditions, specified in the FMA Regulation 9 approval(s) for the contract or agreement. With respect to variations, the FMA Regulation 13 Delegate must hold the monetary limitation sufficient to cover the proposed new value of the entire contract or agreement (inclusive of all previous variations and the proposed variations). 

Documentation

To comply with the CPGs, officials must maintain appropriate documentation for procurement, having regard to the CPGs and procurement guidelines, including the Small Value Procurement Kit issued by CSG. In all cases officials need to ensure that there is sufficient documentation to provide an understanding of the reasons for the procurement, the process that was followed and all relevant decisions, including approvals and authorisations, and the basis for those decisions.

CEI 5.8
GOODS AND SERVICES TAX
INSTRUCTIONS

1. Officials must ensure that the price of the goods and/or services is inclusive of the Goods and Services Tax (GST), where applicable.

2. Officials must ensure that GST is charged against the AusAID agency-wide charge code.

3. Officials must ensure that approvals are inclusive of GST, where applicable.

4. SA-D & SA-A are responsible for lodging a Business Activity Statement on a monthly basis to the Australian Taxation Office (ATO) in order to claim input tax credits on GST paid.

REFERENCES:

	FMA Act:
	s. 44

	Related CEIs:
	5.1 Approving Proposals to Spend Money

5.2 Entering into Contracts, Agreements, Arrangements

5.3 Procurement of Goods and Services

5.4 Payment of Accounts

5.9 Commonwealth Credit Cards

5.10 Cabcharge

5.14 Official Hospitality

5.15 Official Travel

5.24 Grants

	Related documents:
Other
	AusAID Circular No 6 of 2000 (Revised: 15 June 2000) GST and the Aid Program

Australian National Audit Office Better Practice Guide: Goods and Services Tax (GST) Administration, 2003

Finance Circular 2004/04 ‘Guidance on GST and employee entitlements.’
Attachment A: Tax Invoice Requirements

Attachment B: Adjustment Note Requirements

Attachment C: FMA Regs 9 and 13 and the GST


BACKGROUND:

GST is the main plank of the Government’s tax reform package.  The GST applies at the rate of 10% on the supply of most goods and services consumed in Australia. 

Commonwealth agencies are required to comply with the new tax legislation in a manner similar to private enterprise entities.

Provided a properly rendered tax invoice has been received, AusAID will be entitled to claim back all GST payable to suppliers from the ATO as input tax credits.  Since AusAID will be able to claim back all GST payable, the application of GST will be, overall, cost neutral.  The GST included on tax invoices will be charged against an agency-wide GST charge code – not against activity charge codes.

The responsibility for determining whether the supply of any goods or services is liable to GST rests with the supplier.  Goods and services provided to AusAID by non-Australian suppliers such as the multilateral agencies (eg World Bank, Asian Development Bank, etc) and other international organisations (eg UN agencies, Commonwealth organisations, etc) will not be liable for GST.  It is also likely that, in most cases, AusAID will not be charged GST for the provision of goods from Australia to overseas aid projects undertaken by an Australian contractor.  Services relating to overseas construction contracts are also unlikely to attract GST.

AusAID’s ABN is 62 921 558 838.  Either AusAID’s address or ABN needs to be quoted on a tax invoice received from a supplier.

PROCEDURES:

FMA Delegations and Chief Executive Instructions (CEIs)

Delegates need to be aware that all approvals must be inclusive of GST. More information on how to handle the impact of GST on FMA Regs 9 and 13 is available at Attachment C FMA Regs 9 and 13 and the GST.

Processing Claims for Payment

Tax invoice requirements

AusAID will not be able to claim back GST payable as an input tax credit unless it holds a tax invoice.  AusAID suppliers (Australian contractors and other Australian service providers) seeking payment for taxable supplies will, therefore, need to provide the agency with a valid tax invoice for the supply of goods and services where the GST exclusive value is more than $50.  

Certifying officers should process claims for payment only where:

· The agreement has appropriate clauses allowing for the payment of GST; and
· The supplier’s tax invoice is valid in accordance with the table in Attachment A.

If a supplier provides the agency with a tax invoice in the prescribed form (including quoting the supplier’s ABN) AusAID can assume that the supplier is registered for GST.  AusAID can, therefore, claim input tax credits from the ATO.

GST will not be charged against activity charge codes.  In processing claims for payment within AidWorks, Activity Managers will need to enter the GST amount on the appropriate GST line of the claim.  If the GST amount is not separately identified, the GST component should be assumed to be 1/11th of the invoice amount and this amount entered.  The GST exclusive amount, as per the tax invoice, for the goods or services being provided under the contract needs to be entered on the claim for payment using the activity charge code.  

Adjustments

An adjustment note will need to be issued if the supplier is seeking an additional payment for GST, if the GST component has been disputed or the supplier is returning funds to AusAID (for example unspent grant monies) for a supply which involved GST. 

The information requirements for adjustment notes is summarised at CEI 5.4.  Please note that a tax invoice showing negative amounts is also acceptable as an adjustment note.
No ABN Withholding Requirement

If the agency buys goods or services from a non-registered supplier, no GST can be included in the purchase price and the agency will not claim input tax credits on that purchase.  However, under the Pay as You Go Withholding legislation, AusAID will be required to withhold the top marginal tax rate plus Medicare levy (currently 48.5%) if a supplier’s ABN is not quoted on an invoice and the payment exceeds $50.  

One exception to this requirement is if the payment has been determined by the ATO to be exempt from income tax (eg certain charities).  It should be noted that according to advice received from the ATO, these organisations would have to reapply for their exemption status.  To avoid having monies withheld, such organisations will need to furnish a copy of their exemption status to AusAID.  

Another exception to the withholding requirement is if the ATO has determined that an organisation is not considered to be carrying on an enterprise in Australia.  In such cases, the organisation will need to provide AusAID with a copy of the ATO’s determination.

Business Activity Statements

Each month, FAB will claim input tax credits from the ATO based on the amounts entered against the GST charge code. SA-A &SA-A will be responsible for submitting to the ATO a Business Activity Statement on a monthly basis.

All queries on GST should be directed to SA-D.
ATTACHMENT A:  TAX INVOICE REQUIREMENTS
	Requirements
	Invoices issued before 1 July 2000 
	GST-inclusive supply $1,000 or more
	GST-inclusive supply between $55 and $1,000

	1.  ABN of supplier (11 or 14 digits)
	
	√
	√

	2.  The date of issue of the tax invoice
	√
	√
	√

	3.  The words ‘tax invoice’ stated prominently
	
	√
	√

	4.   Name or trading name of supplier 

      (for pre-1Jul00 invoices only, plus supplier’s address)  
	√
	√
	√

	5.   Name of recipient
	
	√
	

	6.   Address or ABN of recipient
	
	√
	

	7.   Brief description of each thing supplied
	
	√
	√

	[image: image1.wmf]8.   Quantity or volume of thing supplied
	
	√
	

	Type of supply
	Additional information

	Transitional requirements for invoices issued before 1 July 2000
	The document should show either:

· the price of the taxable supply and a statement that the price of the taxable supplied includes GST; or
· the amount of GST

	Requirements Post 1 July 2000
	

	Where GST payable on the supply is exactly 1/11th of the total price
	· The statement:  “The total price includes GST for the supply”; or
· The amount, excluding GST for the supply and the amount of GST

	Where GST payable on the supply is less than 1/11th of the total price


	· The amount, excluding GST for the supply; and
· The amount of the GST

	Where the supply is partly taxable and partly GST free, input taxed or pre-1July 2000
	· Each taxable supply must be clearly identified; and
· For each supply:

-  the amount payable, excluding GST

-  the amount of GST payable


ATTACHMENT B:  ADJUSTMENT NOTE REQUIREMENTS
	Requirements
	GST-inclusive supply $1,000 or more
	GST-inclusive supply between $55 and $1,000

	1.  ABN of supplier
	√
	√

	2.  The date of issue of the adjustment note
	√
	√

	3.  The words *‘adjustment note’ shown prominently 

*(or ‘tax invoice’ showing negative amounts) 
	√
	√

	4.   Name or trading name of supplier
	√
	√

	5.   Name of recipient
	√
	

	6.   Address or ABN of recipient
	√
	

	[image: image2.wmf]7.   Reason for the adjustment
	√
	√

	Type of supply
	Additional information

	Where GST payable on the supply is exactly 1/11th of the total price
	· A statement: to the effect that the difference in the price of the taxable supply includes GST; or
· The amount of adjustment to the GST payable

	Where GST payable on the supply is less than 1/11th of the total price


	· The amount of the adjustment to the GST payable; and
· The difference between the GST exclusive price of the supply before the adjustment and the new GST exclusive price.

	Where the supply is partly taxable and partly GST-free or input taxed
	· The difference between the price of the taxable supply before the adjustment and the new price of the taxable supply.


(b) Please provide a copy of your guidelines dealing with fraud and on how the Agency’s programs operate in emergency and conflict situations

Answer:

Below is included AusAID’s updated guidelines and procedures when suspecting fraud (July 2005).  AusAID’s Fraud Control Policy (July 2005) is provided as a separate attached document.
AusAID’s fraud guidelines apply to both regular and emergency/conflict situations.  In recognition of the need to act quickly in emergency and conflict situations, AusAID also pre-qualifies government, commercial, non-government and United Nations agencies so that AusAID, can when a crisis hits, act quickly with a credible partner on a common understanding.  Evidence of fraud or suspected fraud is referred to AusAID’s audit committee. 

1.
AusAID regards and treats fraud seriously.  All AusAID personnel (both staff and contracted personnel), in Australia and overseas are responsible for ensuring strong, robust and effective fraud control.  This includes effective fraud prevention and detection.  All reports relating to fraud and fraud-related issues must be handled appropriately, in a professional manner and in accordance with the APS Code of Conduct.

2.
This circular outlines the procedures that AusAID personnel are required to follow when fraud is detected or suspected.  This circular supersedes Circular No. 13 of 30 July 2001 and adheres to the Commonwealth Fraud Control Guidelines 2002.

What to look for

What is fraud?

3.
The Commonwealth Fraud Control Guidelines 2002 (the Guidelines) define fraud against the Commonwealth as:

	Dishonestly obtaining a benefit by deception or other means




4.
It extends beyond the legal definition of fraud to benefits obtained that can be both tangible and intangible.  It encompasses activities and/or behaviours broader than misuse of monies.  This definition of fraud includes:

· theft;
· obtaining property, a financial advantage or any other benefit by deception;
· causing a loss, or avoiding or creating a liability by deception;
· providing false or misleading information to the Commonwealth, or failing to provide information where there is an obligation to do so;
· making, using or possessing forged or falsified documents;
· bribery, corruption or abuse of office;
· unlawful use of Commonwealth computers, vehicles, telephones and other property or services;

· relevant bankruptcy offences; and
· any offences of a like nature to those listed above.
What are examples of tangible and intangible benefits from committing fraud in AusAID?

5.
Some examples of tangible benefits from committing fraud against the Agency include: misappropriation of AusAID funds; and forgery or altering cheque details.

6.
Some examples of intangible benefits from committing fraud against the Agency include: misuse of Commonwealth assets, e.g. use of agency vehicles for personal purposes such as shopping by individuals who are not entitled to do so; and misrepresentation in a job application, e.g. falsifying qualifications or credentials.

Who in AusAID can commit fraud against the Commonwealth?

7.
Fraudulent activity may be perpetrated by the following:

· an AusAID employee or contracted personnel against AusAID itself or its programs;

· an AusAID client/stakeholder or an external individual against AusAID or its programs;

· an AusAID contractor or service provider; or

· through collusion of parties both within and external to AusAID.

AusAID responsibilities for integrity of the aid program extend to delivery

8.
Providing aid is an inherently risky business.  The Australian aid program is delivered in many environments that are inherently high risk.  Fraud and corruption in many of the developing countries that AusAID works in are commonplace, and sometimes intrinsic.  The introduction of new forms of aid has meant that some programs and activities are more susceptible and vulnerable to fraud.  Some programs, eg Sector Wide Approach Programs (SWAPs), and activities such as those involving imprest and/or trust accounts, are higher risk than others and therefore require greater vigilance with regard to fraud detection and reporting.  Also in the aid environment, in countries that experience more corruption and fraud than others, a more sensitive awareness toward fraud reporting is required.
9.
AusAID’s ability to respond to allegations of corruption or fraud is limited to those activities in which it is involved directly, or indirectly through other parties.  It is often the Whole of Government partners, MC or NGO personnel, recipient organisations and international agencies personnel who are first to suspect or detect potential fraud.  AusAID relies on various contractual arrangements with MCs and NGOs to manage the risk of fraud ‘on the ground’.  This also includes activities of subcontractors and others.  It is the responsibility of AusAID personnel to work with all stakeholders to make them aware of their obligations and the need for vigilance.

How do you determine if fraud committed is fraud against the Commonwealth and not fraud against a contractor?
10.
Third party providers undertake a significant amount of work for AusAID.  Providers include Managing Contractors (MCs), Non-Government Organisations (NGOs) and other levels of government or other Australian Government agencies.  If complaints of fraud are made in relation to third party providers, AusAID will need to determine whether the fraud committed constitutes fraud against the Commonwealth.

11.
Specific examples of what constitutes fraud against a contractor and fraud against the Commonwealth, as cited by the Australian National Audit Office (ANAO) in its Better Practice Guide called Fraud Control in Australian Government Agencies August 2004:

Fraud against a third party provider

If a private sector contractor experiences internal fraud, eg the Contractor’s funds or property are stolen/misappropriated, this does not necessarily mean that fraud against the Commonwealth has been committed.  The victim of the fraud is likely to be the Contractor and action to be instigated by the Contractor is most likely to be considered through the application of State/Territory law.

Fraud against the Commonwealth

Where the fraud against the contractor was actually committed against an outsourced Australian Government program, the contractor must report the incident to the responsible agency.  If a contractor or customer commits a direct fraud against the Commonwealth, such as overcharging for services or using a false identity, the agency must address this fraud.
12.
External service providers may seek to benefit from misuse of an agency’s, such as AusAID, intangible assets.  These could include intellectual property or private information about employees.  This would involve direct fraud against the Commonwealth and must be treated accordingly.
, Director of  Performance Review 

What do I do if I think I’ve come across fraudulent activity?
	Key considerations in responding to potential fraud are:

· Refer initially, and seek guidance from, Director of  Performance Review and Audit;

· Early notification to appropriate senior levels of line management; and

· Proceeding cautiously and treating information in a highly confidential manner.


Referring fraud matters to Director Performance Review and Audit

13.
Where a fraud is suspected or where an allegation comes to notice, it is important that the information is recorded and must be conveyed immediately to AusAID’s Director Performance Review and Audit in Canberra (please refer to Attachment 1 on ‘What to report’). The Director Performance Review and Audit is the person who is authorised to oversight AusAID’s response to all instances of fraud or potential fraud and to provide confidential and independent advice to staff and clients in relation to suspected fraud. Where reports are made under the AusAID Whistleblowing Procedures (AusAID Circular No. 1 of 7 January 2000) that involve alleged fraud, the Director Performance Review and Audit will need to be notified.

14.
The Director Performance Review and Audit guides handling of the fraud, involving the line area and others as appropriate. The treatment of alleged fraud needs to be adjusted to the particular circumstances, and the Director Performance Review and Audit will advise and consult appropriately on legal, disciplinary or other considerations that may apply. The Director Performance Review and Audit has access to the appropriate mix of skills for handling what is a specialised area. For example it is necessary to ensure that initial responses do not pre-empt or taint the process for dealing effectively with an alleged fraud. Where necessary, the Director Performance Review and Audit is able to raise the matter at an appropriate level, whether through the Audit Committee and/or through the AusAID Executive.

Notifying line management

15.
It is important for the person to whom a fraud-related matter has come to attention, to inform senior AusAID management in the relevant line area (i.e. relevant line manager). The line area needs to manage its ongoing business around the matter and to take any actions that are necessary. Only those people who need to know are informed. For example, in overseas posts, the senior AusAID representative will need to be advised and, depending on the circumstances, the Head of Mission or the relevant Assistant Director General or section Director. If the matter has politically sensitive implications, the relevant Branch may need to provide Ministerial advice.  

16.
This does not preclude AusAID personnel from directly reporting fraud-related incidents to the Director Performance Review and Audit.

Proceeding with caution and confidentiality

17. 
Confidentiality of reporting information about the alleged fraud is vital given the sensitivity of the issues raised and also as a practical matter in ensuring effective responses.  AusAID’s Chief Executive Instruction on fraud reporting requires that the confidentiality of a person making an allegation and the privacy of any person under investigation are to be protected to the maximum extent possible.

18.
Persons against whom allegations are made are presumed innocent until proven otherwise and are to be treated fairly and without pressure. This need not prevent or delay prudent action in the line area to minimise potential losses and to manage around the matter pending resolution. In the case of alleged internal fraud for example, the alleged perpetrator may be advised of a temporary variation to employment duties.   In other circumstances it may be preferable to avoid alerting the suspected offender, as it could lead the perpetrator to destroy evidence of the fraud. AusAID managers are responsible for monitoring and ensuring complainants or witnesses are reasonably protected against reprisal.

What happens after a matter is reported to Director Performance Review and Audit?
19.
The Director Performance Review and Audit guides the handling of the alleged or suspected fraud, involving others as appropriate. Referrals may arise from outside or inside AusAID. The information could vary from very specific details about a fraud on the Commonwealth to vague, oral information, anonymous or even spurious allegations on matters that are not within AusAID’s line of work. Either way, the matter is recorded and action taken is tracked by Director Performance Review and Audit.

20.
On receipt of information, the Director Performance Review and Audit undertakes initial consideration as to whether there is an issue of substance for AusAID or the Commonwealth that can be assessed as a potential fraud. The consideration would normally involve consultation with the line area and relevant experts (e.g. AusAID’s Director HRS on code of conduct issues). At this stage the receipt of information could be acknowledged or the informant asked for more information.

21.
If there is nothing of substance to take further, senior management in the line area will be advised of this intention. Otherwise, a preliminary assessment is undertaken to decide whether detailed investigations by properly qualified persons are necessary. The Director Performance Review and Audit, in consultation with the line area, will designate a person or team, suitably skilled and empowered, to collect the preliminary information. The Director Performance Review and Audit is able to consult with relevant legal or other experts depending on the particular circumstances.

22.
A report will be prepared for review by the Director Performance Review and Audit as to whether full investigation or other referral is warranted, whether the matter should be settled as a lesser administrative irregularity, whether the suspicions appear unfounded, etc. The Director Performance Review and Audit will recommend a course of action to senior AusAID management and seek approval for fully investigating a matter as potential fraud and/or for subsequent AusAID resolution.  Serious or complex fraud cases are referred to the Australian Federal Police.

23. 
AusAID’s procedures for investigating and handling incidents are consistent with Commonwealth fraud investigation standards and policies – e.g. in relation to referral of matters to the Australian Federal Police or the Director of Public Prosecutions. Where the fraud occurs overseas, AusAID procedures need to take account of different jurisdictions and laws (such as those relating to employment) and particular customs and local circumstances.

24. 
Fraud investigation requires specialist expertise, appropriate access, and (bearing in mind circumstances where AusAID refers the matter to the police) is undertaken independently under the guidance of the Director Performance Review and Audit. Depending on the circumstances, AusAID may engage suitably qualified investigators or seek assistance from others. For example, at times assistance may be requested from the Department of Foreign Affairs and Trade in relation to fraud issues in overseas jurisdictions.

25.
Once the matter has been sufficiently considered, a decision is taken as to whether or not prosecution or other remedies (e.g. discipline, performance sanctions) are warranted, on action to recover any losses, whether system wide adjustments are necessary as a result of the fraud, and other issues arising. Director Performance Review and Audit maintains a complete record of the outcomes.

ATTACHMENT 1
What to Report

Format for reporting potential fraud to AusAID’s Director Performance Review and Audit

(Please contact the Director Performance Review and Audit in providing the following information in so far as it is already known to you. Do not initiate investigation or further enquiries yourself unless properly authorised by the Director Performance Review and Audit.)


· What is the alleged matter of concern or suspicion?

· Who knows about this?

· How can we ensure the confidentiality of this information? (Information to be classified as “Protected” or higher)

· What is the source and timing of the information?

· Who might be involved in the potential fraud?

· Timing of alleged fraud.

· Location of alleged fraud.

· Other particulars - timing, location, etc:

· What is the relationship to AusAID / Commonwealth operations?

· What issues are raised? (eg mention any political implications or any suggestion of overseas officials being involved)

· Known/suspected elements of deceit or dishonest conduct:

· Breaches that may have occurred (eg Commonwealth legislation):

· Benefits that might be sought (indicate any $ value):

· How much of the information is established facts?

· What evidence or witnesses are there likely to be?

· Are the witnesses and evidence adequately safeguarded?

· Has anything been done administratively yet in relation to the matter?

· Is there any evidence to indicate that the suspect/s are already alerted?

· What courses of action are open?

· Who might be able to assist/advise?

· What practical risks are involved?

· What might inhibit further investigation?

· Your contact details:

Contact for fraud:

Email:
  catherine_fettell@ausaid.gov.au or fraud@ausaid.gov.au
Question 41
Outcome1: Output 1.2

Senator Faulkner asked in Hansard FD&T p.21

Please provide a copy of your guidelines in relation to the application of the Commonwealth Procurement Guidelines

Answer:

For details of guidance provided to AusAID staff in relation to the application of the Commonwealth Procurement Guidelines, please see Chief Executive Instruction 5.3 provided in response to Question 40 (a) above.
Topic: Funding of NGOs in East Timor

Question 42
Outcome 1: Output 1.2

Senator Hogg asked in Hansard FD&T p.81 

Please provide details of funding applications for the NGOs LABEH and the Haburas Foundation.

Answer:

LABEH (Lalenok Ba Ema Hotu - meaning “mirror for all the people”) submitted two separate funding applications in 2005 under the AusAID-managed East Timor Community Assistance Scheme (ETCAS) for: 

· US$24,000 for a ‘Zero Tolerance for Corruption Awareness Program’ to be implemented across 12 districts; and
· US$13,500 for a ‘Management and Capacity Building’ activity.
The Haburas Foundation submitted a funding application in 2005 under ETCAS for US$9,194 to ‘Support environmental education in schools’.

Question 43
Outcome 1: Output 1.2

Senator Evans asked in writing

(a) Please outline the reasons why AusAID did not proceed with proposals made by LABEH and the Haburas Foundation
Answer:

The Australian Government expects that East Timorese NGOs applying for funding through the Australian aid program do not behave in a way that is counter to Australia’s national interest.

(b) What did these NGOs say/write/do to cause AusAID not to proceed with their proposals?

Answer:

The NGOs signed a media release that criticised Australia’s approach to negotiating the Certain

Maritime Agreement on the Timor Sea (CMATS). That Agreement was signed on 12 January 2006. 

(c) Who made the decision not to proceed with these proposals?

Answer: AusAID.

Topic: NGOs

Question 44
Outcome 1: Output 1.2

Senator Stott Despoja asked in writing

(a) Does AusAID have any plans to increase the ANCP funding arrangement?

Answer:

AusAID cannot comment on any plans to increase the ANCP funding arrangement, which will be considered as part of Budget deliberations.

(b) Can AusAID list the total funding to NGOs from 1995-96 until 2005-06 differentiating between the funding allocated for humanitarian assistance and that allocated directly to NGOs through programs?

Answer:

The NGO Cooperation Statistical Reports from 1992-93 to 2003-04 are available on the AusAID website at:  www.ausaid.gov.au/ngos/annual.cfm.
The data from financial year 2004-05 will be available on the website shortly.  The figures for 2004-05 are presented in the following table along with the figures for 2003-04 for a comparison.

	
	2003-04
	2004-05

	AusAID-NGO Cooperation Program (ANCP)
	$28,584,810(1)
	$27,031,843

	Bilateral Funded Projects
	$23,662,389
	$18,038,368

	Sub-total
	$52,247,199
	$45,070,211

	Humanitarian & Emergencies
	$22,129,950
	$25,225,704

	Total
	$74,377,149
	$70,295,915


(1)
The ANCP figure for 2003-04 includes an administrative adjustment caused by bringing the World Vision Australia financial year into line with the Commonwealth financial year.  

Topic: Solomon Islands

Question 45
Outcome 1: Output 1.2

Senator Stott Despoja asked in writing

(a) Can AusAID provide all evaluations from the initial $13 million law and justice strengthening project in the Solomon Islands conducted by GRM? If not, why not?

Answer:

An independent Technical Advisory Group evaluation was conducted in September 2002. A copy of the report is attached at the conclusion of this answer. This review examined the progress of the activity and provided a preliminary assessment of its development impact. In addition, internal Activity Monitoring Briefs were prepared regularly. These examined a number of issues including the performance of the Australian Managing Contractor at the time, which was always assessed as strong. These documents are internal documents and are not usually made public. 

(i) Was the second phase of the contract, expanded from $14 million to now over $40 million put out to tender?

Answer:

GRM were initially awarded the contract for services on the law and justice strengthening program after a competitive tender process. This tender was completed in late 2000. The contract was awarded for 3.5 years with an option to extend at AusAID’s discretion. Under this contract, GRM was required to supply specialist personnel across the Solomon Islands law and justice sector. A decision was taken in July 2003 to increase the number of specialist personnel operating in Honiara to support RAMSI’s efforts to restore law and order in the Solomon Islands. These personnel were sourced under contract by GRM. The increase in financial value represented a financial extension to the existing contract value not the commencement of a second phase of the project. This increase in financial limitation was sought to accommodate the expansion in specialist personnel numbers. This contract is currently being retendered through a competitive process. 

(ii) If so can AusAID provide those tender documents?

Answer: Please refer to (i) above.

(iii) If not why not?

Answer: Please refer to (i) above.

(b) Is AusAID concerned about the involvement of an aid contractor in the law and justice sector also having significant involvement in the gambling sector?

Answer:
The Australian Government procurement policy framework is non-discriminatory. All potential suppliers should have the same opportunities to compete for Government business and must, subject to the Commonwealth Procurement Guidelines be treated equitably based on their legal, commercial, technical, and financial ability
Solomon Islands Law and Justice
Institutional Strengthening Program
Report of the Technical Advisory Group
2 September 2002

Executive Summary

The key findings are:

· The program has made progress towards achieving identifiable improvements, most noticeably within the RSIP.  Not surprisingly, for a program in its first year of implementation, these have been about developing the necessary tools and basic building blocks – policies, procedures, training modules, consultation mechanisms etc.  The task now is to continue to reinforce these and ensure their consolidation before embarking on new undertakings.

· The program would benefit from having a clearly articulated overall strategy and a coherent set of themes which link individual component activities across the sector to the achievement of the stated goal.  Such a strategy would focus the program on key priority areas, facilitate efficient use of resources and thereby maximise the effectiveness of the program.  It would also simplify ongoing monitoring and performance assessment. 

· The program’s continued operation and successful completion is dependent upon three critical factors: demobilisation and reintegration of the Special Constables, the reintegration of the Police Field Force (PFF) and the continued commitment of senior officers to provide the necessary level of support for the changes proposed.

· The very severe financial constraints of the Solomon Islands Government is impacting on the ability of the police, courts and prisons to provide funds for basic functions and is a constraint to rebuilding the criminal justice sector.  Partly this results from the collapse of the economy, but the payroll costs of the enforcement agencies is a key factor.  Balancing realistic establishment levels with affordability is essential.

· The use of the 12 months interim judicial advisory allocation to conduct a consultation process on a proposed new Lands Tribunal is not fully in keeping with the program goal. Other program priorities in the judicial sector may require additional funding if they are to be achieved.

· Donor co-ordination both at strategic (donor planning and monitoring) levels and at operational (project) levels will need increased attention with proposed new inputs into the sector.

Current Situation

Royal Solomon Islands Police

Stakeholder consultations identified some improvements in police performance at low levels in recent months, which confirm that some of the basic building blocks necessary to support effective policing are being put in place. These indicators include higher numbers of police officers reporting for work; greater police visibility, due in part to police wearing uniforms on the streets; and more visibility of police vehicles on the streets.  Community groups also report that police are increasingly responding to calls for assistance and the response times are decreasing. Arrests for simple offences, such as drunkenness and disorderly behaviour have also reportedly increased. The amount of random gunfire heard in the evenings around Honiara has reportedly decreased significantly.

The program has assisted the RSIP with the development of a community policing strategy that builds upon earlier models attempted in the Solomon Islands.  Community consultation is occurring and separate community and youth consultation forums have been developed.

However, despite the progress cited above, it is clear that the current stability remains fragile and that the RSIP has taken only the first steps in what will be a long process of rebuilding.  There is wide stakeholder criticism of the failure of the RSIP to address more serious crime.  Accordingly, the gains in community confidence that are resulting from greater police-community engagement and more rapid response to simple matters, is being undermined by difficulties in dealing with ‘harder’ problems.  Despite evident progress, the gains that have been made are, relatively speaking, the easier ones. As the basic building blocks are put in place and institutionalised, subsequent improvements, particularly in the current resource constrained environment, are likely to be harder from here.   

Special Constables and Police Field Force

The United Nations Development Program (UNDP) has now embarked upon a program to support the demobilisation of the Special Constables and then their reintegration into the community.  Demobilisation is perceived as being the least complex of the two tasks, but is not without significant challenges.  The poor state of the economy and labour market present immense challenges to achieving reintegration. 

The Police Field Force (PFF) essentially evolved from a Police Mobile Unit created in the 1970s to meet the border defence requirements of Solomon Islands Government during the Bougainville crisis in the late 1980s. Its original objective was to provide a simple tactical response capability for RSIP. The RSIP has embarked upon a program to reintegrate some of the PFF into the main body of the Force. During this exercise, the RSIP will form a small, special operations capability. Strategies for dealing with those who are not admitted into RSIP may present a challenge.
Prison Service

Although the Rove Prison has a capacity for only 64 prisoners (48 general and 16 segregated), it currently has 97 prisoners (82 convicted and 15 remand). The female unit has the capacity to hold 12 prisoners. Until the end of July 2002, in the absence of female prisoners, 18 males had been accommodated in the female unit.  They were moved back to the main cells with the arrival of a female prisoner on a 3 months sentence in early August 2002.  During the ethnic tension of 2000, militants released all prisoners from Rove. The current population therefore has been incarcerated since the rebuilding of the RSIP commenced in 2001.

The basic management and supervisory processes necessary to ensure prison officers report for work and remain present during a shift, for example, are not in place in Rove. It was reported by Executives of the Prison Service that as few as three prison officers sometimes form the operational guard presence at Rove.

Two key issues are currently impeding significant improvement of performance in the current prison environment in Honiara.  The first is a new, partially completed prison at Rove which, if completed, would have the capacity to hold 304 prisoners.  There is currently a contractual dispute between the Solomon Islands Government and the construction company.  It is unlikely to be solved in the short term in the current environment.  The second is the unavailability of the former prison farm at Tetere where squatters occupied the facilities following its abandonment by Prison Officers in 2000.  Again, this is likely to be a drawn out issue.  

Accordingly it is unlikely that in the short term there will be any amelioration of the overcrowding problem. If however the RSIP does continue on its slow but steady progress towards improving its investigative capacity and enforcing the law, there will be a corresponding increase in prisoners, thus putting even more pressure on already overburdened facilities.  The RSIP, supported by the Prosecutions Adviser, is currently embarking on a program to execute a huge backlog of outstanding warrants which will likely compound this problem.
Judiciary

Unlike the RSIP and the Prison Service, the fabric of the judiciary at High Court and Magistrates Court level have remained relatively intact throughout the unrest and still retain public confidence. The activities of the Courts, particularly scheduling, is adversely impacted by the inability of the RSIP to manage the service of processes, which has been a traditional role. Court processes and the level of expertise possessed by the Court Clerks are also reportedly hampering the more efficient operation of the courts.  In recent months the Magistrates Courts have also suffered a serious exodus from its small cadre of Magistrates, which is an issue likely to have serious downstream consequences on the ability of the Courts to manage caseloads. Finally, the judiciary does not have sufficient Solomon Islands Government recurrent funding to support the Magistrates and Clerks to travel on circuit to other provinces. 

Donor involvement

The donor involvement which has most impact on the AusAID program is the New Zealand project to support the RSIP.  It is proposed that up to 10 serving New Zealand Police Officers will be posted in Honiara for six months at a time, to act as mentors to operational RSIP personnel. It is proposed that a Team Leader, to be appointed by September 2002, will serve a 12 months posting. Included in this contingent will be a CID Trainer and a CID Adviser.

In addition, the United Kingdom is expected to provide an expatriate Police Commissioner (and two ‘Aides’) to replace the current RSIP Commissioner whose contract is due to expire soon. Funding for this input is likely to be provided by the European Union.

Findings

Progress in re-establishing the rule of law

The rule of law continues to be weak.  There is an independent and impartial Judiciary but its work is constrained by lack of funds, including, for example, for transporting witnesses to Court so that matters have to be adjourned indefinitely.  Some senior Ministers and government officials are subject to regular threats to their personal security. Government agencies have some functionality but the Ministry of Finance was recently closed for two days because of actual and threatened violence.  There is the semblance of people going about their business freely in Honiara but women in one of the groups consulted reported that sexual violence has increased and they are afraid to go to their gardens which is impacting on their ability to feed their families.   

Project design

Project goal

The program goal is ‘To provide a safe and secure environment for the people of the Solomon Islands by supporting the re-establishment of the rule of law.’  Given the operating environment (after-effects of militant action, ongoing tensions and continuing elevated levels of crime etc) and the duration of the program (only 3½ years), the above goal appears all-inclusive. Indeed, in the absence of a stable and functioning operating environment and severe financial constraints, successful sector-wide outcomes cannot be assured within the program time frame.  In this context it would appear timely to revisit the overall program structure and strategy with a view to clarifying and tightening.  
Although called a program, in many respects it presents as a large ‘police project’ with activities also in the Judiciary and Prison Service, rather than an integrated program with unifying principles and strategies.  While in part this is a factor of the evolution of the design and pragmatic decisions based on prevailing circumstances, the appropriateness of such an approach should be constantly monitored with a view to putting in place mechanisms that more closely link the activities in the three areas so that gains in one area do not create problems in another (for example, see section 0).

Strategy
The June 2001 Appraisal Report concluded “perhaps because of the lengthy project design and re-design process, there is little evidence in the PRD (PDD) of an overarching strategy or a project-wide approach to the principles and themes adopted…the document would benefit from a clear statement of project strategy and its supporting principles.” The TAG endorses this assessment while recognising the circumstances that have precluded the development of program-wide strategy to date.

The urgency with which the program had to be mobilised and operationalised
 provided limited opportunity to develop an overarching program strategy.  Indeed the Program Director noted that urgency factors had caused the project to be ‘rewritten’ rather than ‘redesigned’ following the unrest. The TAG appreciates the expediency in this course of events. Equally the TAG is supportive of the inputs contract. However, without an overarching strategy and without the specification of milestones marking the path to achievement of outputs, it is difficult to recognise the achievements and steady progress being made at activity level and to gauge the intra-sectoral links between component activities and the ultimate program goal.

It could be argued that the unpredictable context of the Solomon Islands makes it difficult to articulate an overarching program strategy. However, it is precisely the changing internal environment and the unpredictability of the political situation that necessitates a strategic outlook, beyond day-to-day crisis management and what appears to be stand-alone, assistance to separate sub-sectors. 

An overarching program strategy that clearly articulates the key stages (or building blocks) and envisaged outcomes at the end of the program would help to:

· Clarify the design tension between what the program is supposed to be—Law and Justice Sector  Institutional Strengthening – and what it actually appears to be – a large police project;

· Clarify the expectations between what the program is nominated as being—institutional strengthening – and what it actually appears to be—a program to assist in the re-establishment of organisational stability and of basic structures and systems as a precursor to something more complex (as implied by the title ‘institutional strengthening’, although admittedly this is a rather fine distinction). For example, to what operational/functional level should the organisations be re-built?  How will we know when the re-building has been completed?  

· Re-focus the program on key priority areas in the sector;

· Focus and link key constraints with key inputs and outcomes across the sector;

· Analyse the critical links between component activities in order to overcome identified constraints or address emerging issues across the sector; and

· Define agreed sector outcomes to enable monitoring and evaluation of progress and impact across the sector.
Recommendation 1
Develop an overarching strategy for the program (as per the points above).

Scope

The TAG endorses the following assessment from the appraisal report of June 2001:  ‘Essential changes will be made only by consistent and focused efforts over the medium to long term, and attempts to move too far or too fast have the potential to compromise gains already made.  For these reasons … the project as a whole … is too ambitious and seeks to address too many areas of activity
 … a more effective project strategy would be to focus on fewer areas of activity and to build on gains in these areas over time. The broader the span of activities the greater the likelihood of non-achievement of project goals.

Clearly, the program cannot address each and every constraint to the development of the sector without risking effectiveness.  It is important therefore to plan and earmark resources strategically.  Since advisers and counterparts have made progress in setting in motion the necessary steps for rebuilding, an opportunity now presents itself to emphasise consolidation.

Recommendation 2
As part of the development of the overarching strategy (recommendation 1), revisit the program scope and ensure a cautious span for the time and resources remaining.

Project plans, reports and contract 

There is considerable scope to improve the content and thereby utility of project plans and reports.  Reducing the amount of descriptive detail such as lists of indicative activities and increasing the quality of analysis and detail on performance against specified outcomes would significantly improve the value of plans. However, key outcomes beyond those listed in the PDD
 would have to be defined first (see section 0).

It is possible that many of the issues raised in the sections above are linked to the nature of the contract and what is needed does not sit well with AusAID’s ‘normal’ approach and documentation. There would appear to be scope for releasing the AMC from the burden of trying to fit plans and reports into ‘traditional’ frameworks, while at the same time increasing opportunities for AusAID to monitor the program.
The core of the challenge may be the tension between an inputs basis of payment and the reluctance to be clearer about outputs and milestones because of the need to maintain flexibility.  The two (inputs and outputs) are not necessarily incompatible. It should be possible to focus some/all of the technical inputs on a few priority deliverables, while continuing not to tie them to payments.  Non-achievement of milestones would simply be reported and thus progress would be tracked more transparently.  

Recommendation 3
AusAID, in conjunction with the Australian Managing Contractor, should review the formats for plans and reports and the form of the contract and attempt to re-tailor them to retain flexibility and yet provide greater clarity about outputs and activities. 

Partner funding

All parties recognise that the capacity of the Solomon Islands Government to provide even basic recurrent funding is negligible.  This lack of capacity arises from a number of factors, including the halving of government revenue between 1999 and 2001; weak controls on payroll and allowances in the RSIP in particular; and the high cost of the large number of Special Constables who were originally intended to be used on daily rates for short times for specific tasks but who are now engaged on an ongoing basis.

The above has resulted in circumstances even more straitened than they were prior to the ethnic unrest.  Not one of the three agencies with which the project is working has funds to carry out even basic functions.  In order to help address this situation the project has:

· issued identity cards which will assist in the reconciliation of those on the payroll with those holding positions;

· undertaken an initial analysis of what size RSIP may be affordable; and proposed a Finance Adviser to assist the RSIP to monitor the financial needs of the RSIP;

· provided funds for the refurbishment of buildings, procurement of equipment and, unusually, for an AusAID project, for recurrent funds for essential items such as fuel and transport/travel allowances for Magistrates’ circuits.

The TAG believes that a cautious approach to provision of operational funds should be maintained.  However, it would benefit all parties if some key principles by which procurement and operational funds are allocated could be articulated and if a summary table showing such expenditure (in broad categories only) could be included in the quarterly reports.   AusAID Desk and Post should confirm whether it would be useful for them (given figures are agreed in the contract). 

Recommendation 4
Maintain a cautious approach about provision of operational funds; articulate some key principles for allocation of procurement and operational funds; and AusAID to confirm whether a quarterly summary table would be useful.

Recommendation 5
Vehicles not be provided to RSIP.

Royal Solomon Islands Police

The project is making gradual progress towards the re-establishment of the basic building blocks necessary to support effective policing, particularly at central levels. Some improvements in selected provinces are also reportedly being realised. The TAG consistently saw the activities being undertaken by the various advisers as being logical, methodical and delivered with dedication and professionalism. However, set against this progress, there do remain serious concerns as expressed in the sections below.

Special Constables

The placing of significant numbers of former militants into the established law and order mechanism presents one of the biggest challenges to the re-establishment of safety and security.  Breaches of the law by Special Constables are reportedly occurring. Furthermore, the uncontrolled growth in the numbers of Special Constables has placed the Solomon Islands Government in a very difficult financial position.  

The UNDP demobilisation project will register Special Constables and provide support to identify income generation and employment opportunities – with the ultimate goal of reintegration into society.  It is essential that this project is successful because it is a critical factor in the rebuilding of the RSIP, and thereby the success or otherwise of the AusAID and New Zealand support to the force. 

Demobilisation is considered a relatively simple process – essentially a legal one – provided there is the will to do it.  It is proposed that the Special Constables will be paid a separation allowance to leave.   However, the collapsing economy presents bleak prospects that the demobilised Constables will be able to enter the labour market.  The reintegration component of the project is therefore more challenging.

Partner Commitment

In addition to the resolve needed to demobilise the Special Constables, strong leadership will be required to integrate the PFF and to bring about changes within the RSIP, including better discipline and ethical behaviour.  The success of the AusAID program is accordingly dependent on the resolve of its partners.

Absorptive Capacity

The TAG is concerned that the RSIP is rapidly reaching saturation point in terms of its ability to meaningfully accept, consolidate and sustain improvements emanating from the advice and support provided by advisers.  The combined numbers of advisers from Australia and New Zealand – all of whom will be Honiara-based – will create a high adviser-counterpart ratio and may risk ‘crowding out’ the RSIP.  Careful synchronisation of adviser activities will be required to ensure no duplication, and more importantly, to ensure no contradiction of advice occurs between the Australian (AusAID and LECP) programs and that of New Zealand. This will be particularly true in the areas of CID, Operations, Community Policing and Training.

Span of Activity

The TAG notes that by volume, most project activity is currently Honiara-based.  Various stakeholders raised concerns that greater provincial focus is required.  It is difficult to see how much more provincial activity could be undertaken by advisers at this stage.  With support to a broad range of activities, spanning strategy, structures, policies, procedures, operations and training, the RSIP has already had to absorb significant change in a relatively short period of time.  Focus must now be on consolidation.  Accordingly, the TAG is of the view that the further broadening of scope at this stage, particularly through the use of additional short-term advisers would need to be persuasively argued.

Recommendation 6
Maintain Honiara focus at this stage.  However, all parties (including other donors) should keep under review.

Fiscal Environment

The current fiscal environment of Solomon Islands Government is, and will in the foreseeable future continue to be, a major impediment to the inculcation of change within the RSIP. The current levels of AusAID support for recurrent expenditure including fuel, travel, training and consumables cannot continue in the long-term, however nor is there significant prospect that Solomon Islands Government will be able to fund RSIP for those purposes.

Prison Service

The TAG is concerned that the project design and the long-term (3 year) input of the Prison Adviser was predicated on the expectation that a new prison would be commissioned in Honiara and that the Tetere prison farm would be re-opened.  For reasons outlined earlier (section 0) these facilities are may not be available for some time.  

It is clear that much needs to be done to develop a core of trained officers, to re-establish and update systems, and enhance operational procedures. It is unfortunate that the two facilities are not currently available as they would obviously have provided an ideal infrastructure base upon which new management, practices and procedures could have been based. As significant improvements will be difficult to achieve in the current physical environment, the TAG is of the view that the term of the Prison Adviser should be kept under review.  If the two facilities are not commissioned or significant independent progress is not demonstrated in the absence of those facilities, there may be a need to shorten or redirect the remaining inputs. 

Several of the issues identified by the TAG in relation to the Prison Service component reinforce earlier observations regarding the need for an overarching whole-of-sector strategy and the scope for increased focus on the cause-and-effect relationship of the activities of individual components. For example, when the project started there were virtually no prisoners in Honiara; now there are 97. The Quarter 4 Report attributes this increase to enhanced police performance. Whilst an increased prison population is a natural consequence of increased arrests, there is potentially also work that could have been done with Courts to reduce the downstream impacts. For example, simple alternative sentencing options that the Magistrates Courts currently wish to trial using local NGOs may provide a viable alternative to imprisonment in certain instances.  A case in point is, had alternative sentencing been in place the woman who has ‘displaced’ 18 males back into an already overcrowded block of Rove Prison may have been diverted from prison (section 0).

Recommendation 7
Keep the terms of reference for the Prison Adviser under review.

Justice

The Project Design Document, June 2001, provided an allocation of 12 months interim advisory support for ‘technical assistance to assist in resolving the many issues that require minimum input to improve the function and efficiency of the Magistrates Courts in particular, including the relationship between the Magistrates Courts and the Police Prosecutions Office.’ 

Advisory support to the Justice sector commenced in quarter 4 and has been used to conduct a consultation process on a proposal to remove the function of hearing land disputes from the Local Courts and transfer it to a new Lands Tribunal.  The TAG is concerned about this component.  While the TAG notes and is encouraged that the genesis of a new model of resolving land disputes came from A/Chief Justice Palmer who has been the main sponsor of the work, nevertheless the project is not formally embedded within an agency of the Solomon Islands Government and the consultation was run by the two advisers, albeit taking Local Court Clerks with them where possible. 

The TAG is unable to comment on the technical merits of the work.  It is noted that A/Chief Justice Palmer is positive about it and that responses to the requests for submissions have been encouraging.  However, it is unlikely that the current environment is one conducive to legal reform.  In particular, the total lack of availability of Solomon Islands Government funds will be a significant constraint.  

It would be timely at this point for AusAID to reassess priorities and activities under this component. It may be appropriate to provide further technical advisory input to work with the Contractor on the development of appropriate future interventions. In a program with the intent of providing integrated support to the criminal justice system, support for the Courts still stands out. 

Training and materials for Magistrates to achieve consistency in sentencing are worthy of consideration, but training for Magistrates is currently not scheduled until 2003 (if indeed advisory resources are available within current financial limits).  It is the view of the TAG that these issues may be of higher priority than focussing adviser input on the Lands Tribunal issue.

Recommendation 8
AusAID (with support from the AusAID Legal and Judicial Adviser) to discuss judiciary component with the Australian Managing Contractor.

Other key considerations

Ethnic Dimension

One topic which does not appear to feature in plans or discussions with partner agencies, advisory staff or other interlocutors is the issue of ethnicity – perhaps because of the sensitivities involved.  Nevertheless there are ethnic dimensions, not only arising from the origins of the tensions, but also needing careful management in the activities underway.  For example there will need to be some transparent balancing of ethnicities in the demobilisation of Special Constables and the re-integration of the PFF into the RSIP.

Donor co-ordination

Other donor support for the sector will commence during the next few months.  From this point, AusAID and the Australian Managing Contractor will need to be even more aware of other donor activities and schedule subsequent support for all three sectors, and particularly RSIP, very carefully.  Mechanisms for co-ordination will be needed at the strategic (donor organisation) level and at the operational (project) level.  The TAG believes that the establishment of a joint steering committee and a co-ordinated technical advisory mechanism for the AusAID and New Zealand inputs to RSIP is advisable.  At an operational level, the TAG is of the view that all parties should establish appropriate coordination mechanisms to ensure the separate programs are mutually complimentary and to ensure advisers do not ‘trip over each other’.  Such mechanisms should be embedded within appropriate Solomon Islands Government structures.

With regard to the New Zealand project, the TAG offers the view that the Team Leader, and for the purposes of continuity, a Deputy Team Leader be appointed for 18 months (rather than the proposed 12).  Consideration should also be given to appointing the CID Trainer for the same duration. This would mean only one change of each during the life of the 3 year project and would provide an opportunity for these individuals to build more lasting relationships with the long-term Australian Advisers and Counterparts.

Given the current placement of donor support, the TAG offers the view that the Special Constables Demobilisation Program could be given additional consideration for support.  As discussed in section 0, this presents a significant law and order challenge for Solomon Islands Government and is one most likely to be an ongoing source of unrest if not dealt with appropriately. 

Completion of current planned support from SILAJSISP, New Zealand and the UK will occur 2½-3 years from now.  The implications of such closely timed conclusion of support would have a significant negative effect.  It will be essential that the need for coordination cited above embraces a mutually agreed exit strategy that minimises adverse impact to RSIP in particular.

In all probability ongoing support will be needed, rather than a total or even partial withdrawal.  All parties should therefore note that approximately two years from now there will be an opportunity to map out an integrated strategy of donor support to the sector – one that is harmonised from the very outset.

Recommendation 9
Co-ordination mechanisms at strategic (donor) level and at operational (project) level should be established, together with a joint TAG mechanism.  Co-ordination should also extend to donors planning in advance of the various project completions, an agreed exit strategy or a program of ongoing support.

Topic: OECD report on Bribery and Corruption

Question 46

Outcome 1: Output 1.2

Senator Stott Despoja asked in writing
(a) A recent OECD report on International transactions revealed that Australia leaves itself wide open to corruption of public officials because its lack of effective scrutiny mechanisms and performance reporting. Has AusAID taken steps to rectify these gaps, since it is responsible for a large quantity of international transactions with private companies?

Answer:

The OECD Review is misleading as it does not take full account of detailed information provided by AusAID.

AusAID has a ‘zero tolerance’ attitude towards any form of fraud, including bribery or corruption, related to any Australian Government-funded aid activities, and has very clear Policy and Guidelines in place for AusAID staff in the event of any incidents of attempted bribery/corruption.

The OECD report does acknowledge that AusAID has already established a number of measures for preventing and detecting bribery including:

· Contractors and NGOs are required to provide regular activity reports advising of risk assessments and risk ratings and measures to manage such issues;

· A program of compliance audits, which includes a component for identifying risk areas where fraudulent use of Commonwealth funds could occur; and
· The establishment of a ‘zero tolerance’ Fraud Control Policy (which includes bribery) that requires all cases of suspected or detected fraud to be reported immediately to the Director of Performance Review and Audit for appropriate action.

(b) What steps now need to be taken?

Answer:

AusAID has already considered the report’s recommendations regarding refinement of relevant contract clauses, and has made adjustments to its standard contract documentation.

(c) When will these changes come into effect?

Answer: Contract clauses have been amended already.
(d) If there is no immediate action, why not?

Answer: Please refer to (c) above.
Outcome 2

Topic: Australia Indonesia Partnership for Reconstruction and Development (AIPRD) 
Question 47
Outcome 2: Output 2.1
Senator Stott Despoja asked in writing

(a) What quantity of AIPRD funds have been allocated so far and to what projects were these funds allocated, until the end of January 2006?

Answer:

A total of $947 million has been allocated from AIPRD funds to date. For details on these allocations see the table below.

	Amount allocated
AUD ($) million
	Type of assistance

	$328 million 

(Economic/social infrastructure)
	Eastern Indonesia National Roads Improvement Project

	$300 million

(Human resource development, Economic/social infrastructure)
	Junior Secondary Education Program

	$151 million

(Aceh – more detail provided in the table below)
	Aceh Relief, Rehabilitation and Reconstruction Programs

	$78 million

(Human resource development)
	Australian Partnership Scholarships for 600 students

	$50 million

(Improved governance)
	Government Partnerships Fund

	$25 million

(Rural Development/ private sector development)
	Small-Holder Agribusiness Development Program

	$10 million

(Emergency preparedness and response)
	Disaster preparedness and response

	$5 million

(Emergency preparedness and response)
	Response to other disasters outside of Aceh (eg. Nias, Alor)

	$947 million
	


(b) What quantity of AIPRD funds have been contracted?

Answer:

Major contracts that have been let to date using AIPRD funds total approximately $161.4 million. A further 2 major contracts with a combined value of approximately $53.5 million are currently under negotiation. See the table in answer to (f) below for details.
(c) What quantity of AIPRD funds has been spent in Aceh until the end of January 2006?

Answer:

$40.6 million of AIPRD funds had been spent in Aceh and North Sumatra as of 9 February 2006. 

In total the Australian Government has spent $112 million in Aceh on relief and rehabilitation efforts since the December 2004 earthquake and tsunami, see the following table for details. 

	Funds source
	Commitment
	Expenditure (9th Feb 06)

	Immediate Humanitarian Assistance - AusAID
	$34.4m
	$34.4m

	Immediate Humanitarian Assistance - Other government Departments (primarily Defence under 'Operation Sumatra Assist')
	$37.4m
	$37.4m

	AIPRD Aceh and North Sumatra projects
	$151m
	$40.6m

	Total
	$222.8m
	$112m


(d) What projects are allocated for Aceh, and to what value, have these AIPRD funds been spent?

Answer:

The following AIPRD allocations, totalling $151 million, have been announced for Aceh and North Sumatra:  

· Aceh Rehabilitation Program to restore health, education and local government services ($80m)

· Restoring Community infrastructure ($25m)

· Rebuilding Livelihoods ($5m)

· Assistance for Education Research and Training ($3m)

· Temporary Shelter Technical Assistance ($3 million)

· Rebuilding schools in conflict-affected areas ($10m)

· Assistance for Regional Enterprise Development ($7m)

· Rebuilding the Aceh Port ($8m)

· Humanitarian Food Aid ($10m)

$40.6 million of AIPRD funds had been spent in Aceh and North Sumatra as of 9 February 2006. 

(e) What AIPRD funds have been allocated in Aceh outside of Banda Aceh until end of January 2006?

Answer:

All major activities have components in and outside of Banda Aceh and no separate listing of funds has been kept.

(f) Can AusAID provide a total breakdown of all AIPRD contracts allocated until the end of January 2006, including value, timeframe, contractor, partners, description of contract, geographic location, the projects and the timeframe in which each project is to be completed?

Answer:

Details of all major AIPRD contracts and agreements are listed in the table below. A range of other small-value contracts have been let to individuals, primarily for advisory support and program development. 
	Current Contract Description
	Contract Value (including imprest account)
	Timeframe
	Contractor Partners
	Location

	Indonesian Australian Partnership Scholarships
	$76,785,268
	04/05 to 
06/09
	IDP Education Australia
	Indonesia

	Health Assistance Rehabilitation – Aceh Program 
	$14,437,247 
	09/05 to 
09/07
	JTA International
	Aceh

	Education Rehabilitation in Aceh Program
	$9,579,525 
	10/05 to 
10/07
	SAGRIC
	Aceh

	Aceh Province Emergency Relief: Construction Management 
	$2,586,035
	04/05 to 
09/05
	GHD
	Aceh

	Aceh Rehabilitation Program: Interim Construction Management Support
	$17,617,430 
	10/05 to 
03/05
	GHD
	Aceh

	Local Governance and Infrastructure for Communities in Aceh 
	$21,811,178 
	01/06 to 
07/07
	Hassall Associates International
	Aceh

	Program Preparation Support Contractor (Design Support for Basic Education Program)
	$843,245 
	12/05 to 
06/06
	Melbourne Development International
	Indonesia

	Aceh Food Security
	$10,000,000
	12/05 to 

12/07
	WFP
	Aceh

	Aceh Program Procurement
	$3,874,910

$3,882,250
	2 contracts over the period 05/05 to 03/06
	HK Shipping
	Aceh

	Total

	$161,417,088
	
	
	


	Contracts Under Negotiation

	Project Preparation Consultant for the Eastern Indonesia National Road Improvement Project 
	Approx $13.5 million
	03/06 to 
07/07
	URS (*Contract about to be signed)
	Indonesia

	Aceh Rehabilitation Program: Infrastructure Component 
	Approx. $40 million 
	04/06 to 
04/08
	GHD 
	Aceh

	Total
	Approx. $53.5 million
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� Attorney-General’s Department, Commonwealth Fraud Control Guidelines, May 2002, p.4.


� For usage of AusAID’s Commonwealth computers, refer to Information Technology Security Policy No. 14, 6 May 1997.


� Australian National Audit Office, Better Practice Guide Fraud Control in Australian Government Agencies, August 2004, p.13.


� Commonwealth Fraud Control Guidelines, May 2002, para 4.19-4.20, p.15.


� See Inception Report


� Page 12


� Page 14


� PDD, June 2001, page 55
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