Attachment

Accountability to the Senate in Relation to Government Contracts

Responses to questions on notice


The Finance and Public Administration References Committee held a public hearing on 12 May 2000 addressing mechanisms for providing accountability to the Senate in relation to government contracts.   At that meeting departmental representatives undertook to provide additional information in response to questions raised by the committee.    

Contracts overseas must be negotiated in accordance with local law and customs.  Senator Hutchins sought examples of such customs.  They include:

· Payment of rent in advance:  The department uses payment in advance to bargain down asking price of rentals.  Payments of rental in advance can be made in respect of office and residential accommodation overseas at the majority of posts.  Periods of prepayment range from one month to two years.  Such payments always made under formal contracts, are recorded in the department's accounts and are disclosed in its annual statements.

· Up-front payments:  Contracts frequently provide for a payment at the commencement of a contract which allows a contractor to purchase materials to commence a project.  This approach is adopted in poorer countries where local service providers operate from low capital bases.

· Foreign currency payments:  Where it is not illegal to do so, payments may be made in currencies other than that of the host country. 

Senator Campbell asked agencies to provide estimates of the cost of implementing the proposal if it were adopted with reporting threshold levels of $10,000, $50,000 and $100,000.

Because of the enormous practical and possibly political problems associated with publicising contracts entered into overseas, the department has excluded overseas contracts from the exercise.  The costs of complying with the proposal been made in respect of all contracts entered into in Australia has been estimated as follows:

DFAT

Activity
Threshold


$10,000
$50,000
$100,000

Establishing the website facility 
$30,000
$30,000
$30,000

Promulgating the policy

      Initial and on-going training*
$15,000
$12,000
$10,000

Examination and research of contracts and liaison with ANAO **
$4,000
$3,000
$2,000

publication of the contract ***
$2,000
$1,500
$1,000

Maintenance of the website facility
$30,000
$25,000
$20,000

Total
$80,000
$71,000
$63,000

*  Annual amount

**  Based on an average two hours' work by a BB2 officer per contract.

***  Includes formal signed, written agreements; it does not include routine purchasing contracts using purchase orders.

AusAID

Activity Estimates
Threshold


$10,000
$50,000
$100,000

Establishing the website facility 
$30,000
$30,000
$30,000

Promulgating the policy

      Initial and on-going training
$5,000
$5,000
$5,000

Examination and research of contracts and liaison with ANAO 
$25,000
$20,000
$15,000

publication of the contract 
$25,000
$20,000
$15,000

Maintenance of the website facility
$15,000
$15,000
$15,000

Total
$100,000
$90,000
$80,000

Currently, AusAID does not publish contract details of independent technical specialists who are employed in the technical assessment of tenders. In general, all other AusAID contracts would be published through the GaPS system.

AusAID contracts are frequently amended to extend their duration. Significant resources would be needed to ensure that all such contracts are regularly updated on a web site if the requirement were that details of current contracts be published.

All agencies believe these costs exceed many times the cost of expanding the current reporting facility.

