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Question: 
…I find those findings very disturbing, and I think that there is a potential cost for that 
icebreaker contract of some, I think, $1.912 billion over the next 34 years. It is also quite 
critical in terms of RFP contract principles and the difference between RFP and RFT. In 
relation to that contract, has your office looked at whether the contract has a termination 
clause, because of the significant variations between the RFP and the RFT contracts; and has 
your office considered whether there is a breakpoint calculation that allows the 
Commonwealth to terminate the contract and take a different direction that represents a much 
cheaper option for the taxpayer and, with it, potentially, a much greater degree of local 
content? 

 
Answer: 
In the performance audit Replacement Antarctic Vessel, the ANAO examined whether the 
procurement by the Department of the Environment and Energy (the department) of a 
replacement Antarctic icebreaking vessel provided value with public resources. The ANAO 
conclusion was that the department cannot demonstrate that its procurement is providing 
value with public resources. It should be noted that the ANAO did not find that it was not 
value for money, but rather that the Department was unable to demonstrate value for money.  
The conclusion reflects two key findings: 

• the procurement process was largely non-competitive; and 

• while the vessel is expected to meet the research and resupply needs of the Australian 
Antarctic Program for the next three decades, the price that is being paid by the 
department is higher than the cost benchmarks established by the department, and 
significantly greater than the current chartering costs. 

The ANAO has not considered whether there is a breakpoint calculation that allows the 
Commonwealth to terminate the contract and take a different direction.  The scope of the 
audit included the department’s process for procuring a new icebreaker vessel up to the point 
the contract was signed. The contract that was signed on 28 April 2016 provided the 



department with the right to terminate it without needing to give the Contractor any reason or 
show any cause for termination. Terminating the contract in this way is not without risks 
which would need to be assessed by the accountable authority.  For example, termination 
could give rise to an obligation on the department to make a termination payment to the 
Contractor that would include the cost of design and construction work that has already been 
undertaken by the Contractor. Further, the accountable authority in considering terminating 
the current contract would also need to assess the risks and benefits in undertaking a new 
procurement process for a replacement Antarctic vessel including the time to bring a vessel 
into service, costs involved in doing so and whether such a process is likely to result in an 
outcome which would more than offset such risks and costs. 


	ANAO Budget Estimates QON 20 Replacement Antartic Vessel Audit
	ANAO Budget Estimate QON No.21_Future Submarine Program
	ANAO Budget Estimates QoN 174 Market Research expenditure
	ANAO Budget Estimate QON No 175 Market Research Contracts
	ANAO Budget Estimates QoN 251 Cost-benefit analysis for budget

