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Section 1

Executive Summary

The Department of the Parliamentary Reporting Staff (DPRS) engaged Deloitte Touche Tohmatsu (Deloitte) to review the tender process for the awarding of the deeds of standing offer for:

· providers of transcripts of parliamentary proceedings from sound recordings provided by Hansard;

· providers of sound recordings and transcripts of parliamentary proceedings, parliamentary committee hearings or other types of meetings; or

· providers of sound recordings of parliamentary proceedings only.

1.1 Tender Process

Due process was followed in the awarding of the external provider contracts.  The process was transparent and would stand the test of public scrutiny.  

The Department, for future evaluation of tenders, should consider the following recommendations:

· Notwithstanding that all departmental staff are subject to the Parliamentary Service Act which requires Parliamentary Service employees to disclose, and take all reasonable steps to avoid any conflict of interest, real or apparent, in connection with Parliamentary Service employment, ensure that Conflict of Interest Declarations are signed by Tender Evaluation Panel (TEP) members prior to the commencement of evaluating tenders; and

· Ensure price comparisons, for evaluating “value for money”, include both a comparison of prices quoted in each tender and a comparison of quoted prices against a price that has been predetermined as reasonable.

1.2 Measurement of Service Delivery Performance of External Providers

Currently, performance monitoring of external providers is conducted on an overall basis.  The Client Services Group monitors the cost effectiveness of the use of external providers.  The quality of external providers is measured by estimating the average time it takes to provide quality assurance to Hansard standards

A suggested Key Performance Indicator framework is outlined in Section 5 of this report.  The framework has been designed to provide an objective and systematic approach to monitoring the performance of individual external provider contracts.  The framework includes measures for cost, quantity, quality and timeliness.  The framework should provide a tool for the analysis of external provider performance on a trend basis as well as comparisons against the performance of other external providers.

Section 2

Scope and Objectives

2.1 Scope

The engagement included a review of the July 2000 awarding of the Hansard Deeds of Standing Offer to ensure that due process was followed in the awarding of these deeds.  For the purpose of this review, due process was defined as compliance with the policies and the procedures prescribed by Commonwealth Procurement Guidelines.

As the external provider standing offers had already been awarded, Audit ensured that all successful tenders were selected for review.

The engagement also included a review of the processes that are currently employed by the Client Services Group to measure the service delivery performance of the external providers of Hansard services.  The engagement was limited to a review of the current processes employed in measuring performance and was not intended to provide assurance on the validity, accuracy or timeliness of any performance information that is currently being reported.  

Processes used to monitor and report performance will be evaluated in terms of their adequacy in recording information on the quality, quantity, cost and timeliness of services being provided by external providers.

2.2 Objectives

The objectives of the review were to:

· determine whether due process was followed in the awarding of the external provider contracts;

· determine whether adequate processes exist to measure the service delivery performance of external providers; and

· recommend improvements, if any, that could be made to processes that are currently being employed to measure the service delivery performance of external providers. 

2.3 Methodology

Our methodology involved:

· reviewing departmental procurement policies and procedures to ensure they are consistent with Commonwealth Procurement Guidelines;

· developing a procurement compliance checklist based on Departmental procurement guidelines;

· evaluating the process used in awarding the contract against the compliance checklist;

· test checking a selection of tenders to ensure that the processes evaluated in the previous step were used for evaluating the tenders; 

· reviewing any processes currently employed to evaluate the service level performance of the external providers; and 

· reporting to the Audit Committee on the results of the review.

Audit interviewed the following Tender Evaluation Panel (TEP) members:

· Cynthia Low
Director, Committees 

· Robyn Oswald
Senior Editor, Hansard 

· Janine Pollock
Contracts Administrator

· Russell Lutton
Business Manager, Client Services Group

The following departmental staff members were interviewed in relation to the performance measurement of external providers:

· Val Barrett

Group Manager, Client Services Group

· Gary Lilley

A/g Business Manager, Client Services Group

· Kim Prosser
Business Management Unit

The members of the TEP were:

· Cynthia Low (Chair)
Director, Committees

· Russell Lutton

Business Manager, Client Services Group

· Robyn Oswald

Senior Editor, Hansard

· Donna Christophers
Editor, Hansard

· Rosalyn Paterson
Editor, Hansard

· Michael Lawrence
Director, Broadcasting

Section 3

Background

3.1 Overview

Hansard is the section within the Client Services Group which is responsible for the production of Hansard for parliamentary chambers and committees.  In recent years the Hansard section has employed external agencies to assist in performing Hansard functions.  These external agencies are referred to as external providers.  External providers perform Hansard functions in remote areas as well as providing transcription services, from audio files, during peak working times.

The current Hansard contracts were awarded in July 2000.  The result of the tender round was to select a panel of potential providers, not the identification of one provider that was superior to others.

The Client Services Group requested the review to ensure that due process was followed in the awarding of the contracts and that processes exist to adequately monitor the service performance of the external providers.

Section 4

Tender Processes

4.1 Conclusion

Due process was followed in the awarding of the external provider contracts.  The process was transparent and would stand the test of public scrutiny.  The Parliamentary Service Act requires Parliamentary Service employees to disclose conflicts of interest, real or apparent. However, DPRS should insist that all Tender Evaluation Panel (TEP) members sign Conflict of Interest Declarations prior to undertaking tender evaluation. 

4.2 Testing of the Tendering Process

The following provides an overview of the processes that were undertaken by Audit in connection with the review of the tendering process:

· an evaluation overview of the tender;

· review of the tender evaluation process; and

· review of the tender methodology. 

4.3 Evaluation Overview

The table below illustrates an overview assessment for each phase of the tender process.

Evaluation Phase
Assessment
Audit Observations

Phase 1 – Initial Tender Review, which includes elimination of tenders that did not comply with the Conditions of Tender. 
Satisfactory 


Ten tenders were received and registered. All ten tenders were compliant with the RFT requirements.

Phase 2 – Detailed Assessment, which includes elimination of tenders that did not meet the mandatory requirements stipulated in the Request for Tender. 
Satisfactory


No tenders were eliminated.

Phase 3 – Rating of Tenders, which involved an assessment of the degree of compliance against each of the selection criteria. 
Satisfactory


All prospective tenders were selected.

Phase 5 – Contract Negotiation includes interviews to negotiate the conditions of the contract.
Satisfactory


Final offers were obtained from all ten tenders.

Evaluation Phase
Assessment
Audit Observations

Phase 6 – Finalisation of Deed of Standing Offer and recommend preferred suppliers to the Group Manager Client Services and finalise contractual terms and conditions.
Satisfactory 


The TEP submitted a report to the Group Manager, Client Services Group that recommended that all tenders be offered a Deed of Standing Offer for a period of three years (with an option for a further two years).

The report noted that quoted rates varied between tenders and recommended that this be considered when making decisions on the allocation of work to individual external providers.

Phase 7 – Award and finalise deeds and notify unsuccessful tenderers.


Satisfactory


All tenderers were provided with a Deed of Standing Offer.

4.4 Review of the Tender Evaluation Process

The following table illustrates procedures that were undertaken by Audit and the results of those procedures in relation to the review of the Tender Evaluation process.

Procedure
Assessment
Audit Observations

1.  Ensure that an RFT Evaluation Methodology has been approved and a TEP appointed.


Satisfactory 


The Client Services Group Manager approved the methodology as prescribed by the CEIs.

2.  Ensure that each member of the Tender Evaluation Panel has provided a Conflict of Interest declaration and is made aware of document security requirements.


Unsatisfactory 


· Conflict of Interest Declarations were not signed.  However, the following mitigating circumstances should be considered:  the Parliamentary Service Act requires all Parliamentary Service employees to disclose conflicts of interest, real or apparent.

· all members of the TEP participated in the evaluation process, thus reducing the risk of collusion and influence; and 

· all tenderers were successful in gaining Deeds of Standing Offer.



3.  Ensure that the TEP has the necessary expertise or access to such expertise to evaluate RFT responses.


Satisfactory 


The panel consisted of members from Hansard, Broadcasting, and the Client Services business group.  The panel also included a contract administrator from the corporate group.  Each of the panel member’s particular field of expertise was relevant to the RFT. 

4.  Ensure that Physical and IT security controls over all documentation related to the tender process is adequate.



Satisfactory


All information relating to the tender round is held in secure site storage. 

Audit noted that the registry files had not been correctly marked as “Commercial-in-Confidence” - as prescribed by Part C of the Commonwealth Protective Security Manual.



5.  Examine communication protocols to ensure that a tenderer is not provided with information, which would disadvantage other tenderers.


Satisfactory


Review of the tender files indicated that communication with tenders was as a result of the TEP seeking clarification on issues affecting the evaluation process.

6.  Confirm that Evaluation Criteria contained in the RFT Evaluation Methodology was reflective of the RFT.


Satisfactory


The two sets of documents were compared and the Evaluation Criteria and the RFT were consistent with the criteria used to evaluate the tenders.



The following recommendations are made on the basis of the observations detailed in the above table.

Recommendation

Although the Parliamentary Service Act requires all Parliamentary Service employees to disclose conflicts of interest, real and apparent, it is important the conflict of interest declarations are signed by Tender Evaluation Panel to illustrate that they are aware of their responsibility to disclose all potential conflicts of interest.

Management Comment

Agreed.  Tender Evaluation Panel members will be required to sign conflict of interest declarations as part of the tender evaluation process.

Recommendation

Tender files should be marked appropriately as “Commercial in Confidence” and other tender files be reviewed to ensure that they are appropriately marked.
Management Comment

The Contracts section has incorporated in its security advice the requirement to mark all files as commercial-in-confidence.

4.5 Tender Evaluation Methodology

The following table illustrates procedures and the results of those procedures that were undertaken by Audit, in relation to the review of the tender evaluation methodology.

Procedure
Assessment
Audit Observations

1.  Ensure that each tender was assessed against the Evaluation Criteria.
Satisfactory


A review of the tender documentation and discussions with relevant TEP members found that: 

· The evaluation methodology stated that weighting would be assigned to evaluation criteria.  However, no weighting was applied during the evaluation phase.  The RFT did not state that any one selection criteria was more important than another, therefore not applying weighting in the evaluation of tenders was justified.  The evaluation methodology should not have referred to the use of weighting.

· “Value for money” was evaluated on the basis of comparative assessment and ranking of tenders.  The value for money evaluation did not make a comparison of quoted prices to departmental costs.  An expectation of what was a reasonable price should have been developed and documented during the evaluation phase.



2.  Ensure that employees involved in the tender evaluation process acted ethically, without favouritism and without prejudice in accordance with the Parliamentary Service Code of Conduct and Values Statement.
Satisfactory
A review of the tender documentation and supporting deliberations of the TEP indicated that members of the panel applied the authorised evaluation methodology without prejudice.

3.  Ensure the reasons provided by the TEP for selecting the preferred tenders was supported by documentation contained within the tender evaluation file.
Satisfactory
Recommendations made by the TEP were supported by appropriate documentation, which was contained on the tender evaluation file.

6.  Examine complaints from tenderers, regarding the RFT and evaluation process and ascertain whether or not those complaints are justified.
Satisfactory
No complaints have been identified.

The following recommendation is made on the basis of the observations detailed in the above table.

Recommendation

Audit noted that in assessing “value for money” the TEP also considered quality, accuracy and capacity for the provider to provide timely services at peak workload times.  To evaluate the reasonableness of quoted price the Department’s quality assurance cost was also considered.  

Price comparisons, for evaluating “value for money”, should include both a comparison of prices quoted in each tender and a comparison of quoted prices against a price that has been predetermined as reasonable.  Where the Department’s quality assurance costs have been considered in evaluating “value for money”, the tender evaluation documentation should reflect exactly how these quality assurance costs have been or would be applied to determine whether each quoted price is reasonable.  In the case of a new provider an estimate of the quality assurance cost would need to be applied.

Management Comments

Agreed.  Future tender evaluation documentation will reflect how the Department’s quality assurance costs have been or will be used to evaluate quoted prices for reasonableness.  In assessing value for money price alone is not the only determinant.  Accuracy, quality and the capacity to provide timely services at peak workload times are just as important.  The report from the TEP advised that the price quoted from each provider should be considered along with quality, accuracy and timeliness prior to allocating work to each external provider.

Section 5

Performance Monitoring of External Providers

5.1 Overview of the Department's Management of External Providers

The following is an overview of the external provider process:

· external providers receive their allocated “job” via the internet service or use their own audio equipment;

· transcripts (and if applicable audio) are sent back to Hansard Systems Support, who perform an initial review of the draft transcript and download the information into the Hansard Production System (HPS);

· senior editors screen the content of the transcript, against the audio version if required, to ensure accuracy and conformance with the Departments’ Style and Form Guidelines and Editing Guidelines.

Individual external provider contracts are assigned to individual Client Services Group employees who are then responsible for managing services provided under that contract. This includes checking the accuracy of transcripts, liaising with the providers on issues relating to performance and technical advice, and occasionally undertaking monitoring visits. 

The criteria for allocating jobs to external providers is outlined in:

GUIDELINES ON THE USE OF EXTERNAL PROVIDERS FOR HANSARD TRANSCRIPTION

External transcript providers are generally used for the following purposes: 

Workload management
· Periods of high workload. 

· Preparing for periods of high workload (eg, getting transcription up to date before commencement of Estimates hearings).

· Following periods of high workload (eg, getting transcription production up to date after periods of high workload).

· For interstate hearings when Hansard staff are required to meet transcript production requirements in Canberra.

OH&S and leave purposes 
· To give staff meal breaks when chambers sit through lunch periods or hours beyond which Hansard can reasonably expect its staff to work.

· When there are insufficient editors available because of sickness, during holiday periods, or when training and professional studies are being undertaken.

Cost effectiveness
· For interstate hearings, particularly those in more remote locations (savings in  travel costs, travel allowance and having staff available for duty in Canberra).

Selection of external providers

In selecting external transcript providers, the Director, Committees has regard to the following factors:

· External providers availability (eg, often external providers not available to do Hansard transcription).

· Length of hearing v. size of external providers (eg, it is no good asking a small external provider to do a large transcript).

· Requested turnaround time for transcript v. ability of external provider to meet transcript production deadline.

· Suitability of external provider for  type of transcript provided (eg, a Hansard organisation or an external provider with experience in chamber transcription would be preferred for chamber lunch session transcription).

· Balancing work across external providers generally to ensure they maintain their currency with Hansard form, procedure and systems for audio file/text file transfer.

Price is not the only consideration taken into account when allocating jobs to external providers.  Ability to deliver quickly (e.g. chamber reports during lunch time), location (e.g. on-site in Perth, saving large travel costs) and capacity (handling bulk transcription hours during Estimates hearings) are all important factors in managing workload.

5.2 Performance Monitoring of External Provider Contracts

Finding

Currently, performance monitoring of external providers is conducted on an overall basis.  The Client Services Group monitors the cost effectiveness of the use of external providers.  The departmental employee who is assigned responsibility for an individual contract monitors the quality and the timeliness of the services provided under that contract.  However, this performance evaluation is predominantly subjective and not systematic.

Recommendation

The Client Service Group should implement a Key Performance Indicator (KPI) framework for monitoring the performance of individual contracts.  This would be used to supplement subjective evaluations of contract performance that are already conducted by contract managers.  The framework should include measures of cost, quantity, quality and timeliness.  Where possible data for measuring the KPIs should be sourced from that compiled in the HPS to ensure limited duplication of effort.  These KPIs should be reported on a quarterly basis and used by the Client Services Group to monitor the performance of each provider on a trend basis.  

The KPIs should also be discussed with providers as part of the monitoring visit process.

Suggested KPIs have been included in the table on the following page.  The table details the KPI name, calculation criteria and basis of analysis.

KPI
Calculation
Analysis

Cost

Average cost of job for each external provider


Hourly rate specified in the Deed of Standing Offer multiplied by the number of hours for each job plus the departmental quality assurance cost for each job divided by number of jobs.


The measure should be reviewed quarterly on a trend basis to note any changes over time.

Average cost per hour for each external provider
Total cost of jobs divided by number of hours.
Average cost per hour should be comparable with other providers.  This could be considered when allocating jobs and negotiating contracts

Quantity

Number of jobs provided by each external provider 
Cumulative numbers of jobs allocated 
This is a measure of availability of individual providers

Quality

Quality assurance cost per hour of hearing.


Calculated by multiplying the quality assurance time per hour of hearing by the Department’s quality assurance per hour cost.
Quality assurance time is expressed as a cost and should be reviewed quarterly to note changes.

Quality assurance time per hour of hearing.
Calculated by dividing the hearing time by the quality assurance time.
Quality can be determined by the amount of time taken in quality assurance to reach Hansard standard. Reviewed quarterly for changes in trends

Timeliness

Number of jobs completed on time
Number of jobs delivered to department within timeframe specified by Official Order.
Measure should be reviewed on a trend basis.  The closer the rate is to 100% the better the result.

Management Comments

Agreed.  Management acknowledges the need to measure the individual performance of providers in a cost effective manner.  The suggested KPI’s will be reviewed to ensure that the information required to calculate the indicators can be produced in a cost effective manner.  If the suggested KPIs can not be calculated then other indicators will be developed that measure the performance of providers in terms of cost, quantity, quality and timeliness.


