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Secretary
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ParliamentHouse
CanberraACT 2600

DearMr Chafer

Thankyou for yourletterof 14 July 2006to theSecretaryon theJointCommitteeof Public
AccountsandAudit (JCPAA) examinationofAudit ReportNo.34onAdvancePassenger
Processing(APP).

Theanswersto theJCPAAquestionsaresetoutbelow.

1 Question TheANAOnotesthatDIMIA hadengageda consultantto reviewandupdate
thecontractwith CPSsystemsandthata draft DeedofVariation wasforwardedto the
contractorin June2005(AuditReport,p. 92). Has thisDeedofVariation beenfinalised?
Couldyououtline thekeymattersthathavebeenaddressed?

Answer The DeedofVariationto thecontractwas signedon 6 March 2006
consolidatingandmakingmoreexplicit contractvariationsagreedovertimethrough
correspondence.Thekeychangesareincludedin someof theSchedulesto theexisting
contract:

• Schedule1 (Specificationsof SupportedSystems)wasupdatedto includeall the
immigrationentrysystemsoperatedby theserviceprovideronbehalfof DIMA;

• Schedule3 (Fees)waschangedto reflectthecurrentfeesstructure;and
• Schedule4 (OperationalandSupportServices)wasupdatedto reflect thelevel of

ApplicationSupportfor bothETAS and APPandoutlinesbothApplicationMaintenance
andDevelopmentServices.

In addition,Schedule17 (ServiceLevels)introducedmoredetailedservicelevels forETAS
andAPP to moreaccuratelyreflectthe levelof supportprovidedby theserviceprovider.
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2 Question Whatstepshasthedepartmenttakento addresssuccessionplanninganda
smoothtransitionto a newcontractaftertheexistingcontractexpireson 3 Februaty2007?

Answer TheCommonwealthProcurementGuidelinesprovidethat, undercertain
circumstances,a ChiefExecutiveOfficermayagreeto direct sourcingarrangements.

DIMA, andthecurrentserviceprovider,arein negotiationsfor anew contractbeyond
February2007. A newcontractis expectedto be signedbytheendof2006. Thedepartment
hasengagedconsultantswith specialisedskills (business,financialbenchmarking/valuefor
money,legalandprobity) to ensuretheprocurementprocessis transparentandaccountable
andin accordancewith theCommonwealthProcurementGuidelines.

3 Question TheANAOfounda lackofdocumentationto substantiatea numberofbusiness
decisions,includingevidencefor theapprovalofexpeiwlitureof$1O,804,55on APP
developmentand transactioncosts. Whataction is thedepartmenttakingto ensurethat all
keybusinessdecisions,includingfinancialapprovals,arefully documented?

Answer Thedepartmentfollows theCommonwealthProcurementGuidelinesandhas
ChiefExecutiveInstructionsin placefor efficientand effectivepurchasing.These
InstructionsreflecttheFMA regulations.Thecurrentnegotiationprocessis beingprogressed
in line with theseInstructions.

Governanceandoversightarrangementshavealsobeenstrengthened.A contractmanager
wasappointedto overseethecontract. TheExecutiveof thedivisionis closelyoverseeing
thecontractnegotiationsandongoingmanagementofthecontract. Therehasalsobeena
strengthenedstructurearoundnegotiationsandissuesresolutionunderthecontractto ensure
thattheconditionsofthecontactarenot changedinformally. Finally, recordsmanagement
hasbeenstrengthenedin line with thefindings ofthePalmerReport.

4 Question Whatimpacthavethebroaderdepartmentaladministrativechangesarising
from thePalmerand Comriereportshad uponmanagementofthis contract?

Answer

A widerangeofmeasuresto improveadministrationwithin thedepartmentwereannounced
by theMinister in October2005in responseto thePalmerReport. Thesemeasuresincluded
thecreationofa LegalCoordinationandProcurementBranchwithin thenewly established
LegalDivision, to assistwith puttinginto placeauniformgovernanceandassurance
frameworkfor DIMA’s contractandprocurementprocesses.Thisdivisionprovides
additionalresourcesto managelegalandcontractingprocessrisksthroughoutDIMA.

Theprogrammeincludes:

• improvedgovernanceof procurementprocessesvia theestablishmentofahigh-level
ProcurementAssuranceBoardto ensurethatprocurementshavethenecessary
structuralattributes;

• updatingandfurtherdevelopmentof ChiefExecutiveInstructionsandotherguidance
for staffrelatingto procurementandcontractmanagement,andenhancedtraining for
staff involved in procurementandcontractmanagement;



• managingprocurementandcontractingriskswith risk profiling andmodel contract
managementplans;and

• improvingcontractmanagement,with mandatorycontractmanagementplansfor
mediumandlong termcontracts,which includearisk treatmentplan.

Theseinitiatives werecirculatedto agenciesincludingtheAustralianNationalAudit Office
andtheDepartmentsofFinance& Administrationin earlyApril of this year. All ofthese
agencieshaveagreedthat theprogrammeis sound,addressesauditandothercriticisms,is
consistentwith bestpracticeandapositivesteptowardsimproving thegovernanceand
assurancearrangementsfor procurementandcontractmanagementprocesses.

In termsofthemanagementof this contract,theaboveinitiatives will ensurecomprehensive
andsoundgovernancearrangementsremainin place.

Yourssincerely

VincentMcMahon
FirstAssistantSecretary
BorderSecurityDivision

2 August2006


