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The Presentation

The presentation will cover:
e The ANAO, the NMA audit and its findings

e application of Commonwealth
Procurement Guidelines to alliance
partner selection




Contract Management IS

e Parliament sees contract management as
Important for public sector

e ANAO agrees and has conducted audits
Into Commonwealth procurement and
contract management




The ANAO i

e Headed by Auditor-General

e Mandate to conduct performance audits of
Commonwealth bodies

e Performance audits




The NMA audit

e Arose due to PWC concerns, large $

Involved and public interest

e Objectives:
— compliance with Commonwealth




Audit findings _

e Appointment of commercial alliance
partners substantially complied with CPGs

e Sound procedures and processes to
monitor construction progress (ie. time,
cost and quality) and other project risks




Commonwealth Procurement
Guidelines

e Designed to allow agencies flexibility in

orocurement while:

— maintaining accountability; and
— providing guidance to ensure resources




Commonwealth Procurement
Guidelines (cont.)

e Six core principles:

— value for money

— open and effective competition

— ethics and fair dealing




Value for money in alliancing

e Price is major determinant of VFM In
traditional contracting

e But under alliancing, VFM determined by
who will make the best use of funds
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VFM in NMA project

e One of the selection criteria considered

proponent’s ability to demonstrate VFM

o Evaluati : o
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VFM in NMA project (cont:)

e After preferred alliance consortia was
Identified:
— proposed profit margins reviewed against
past major projects

— Probity auditor provided independent
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Procurement planning in project

e Call for proposals document outlined.:
— selection process to be followed
— selection criteria
— Commonwealth policies that the successful

Australian National
Audit Office
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Procurement planninguinprejest
(cont.)

e Also considered early was:

— evaluation guidelines to score proponents
against the criteria

— probity guidelines for Selection panel and
advisers

_e NAOAMEAN
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Selection Process for

e Department maintained procedural
fairness by:

— ensuring questions and answers were
circulated to all proponents

— assessing and reassessing proponents
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Selection Process for project (Conts)

e Department maintained procedural
fairness by:
— the selection panel disclosing and

considering members’ potential conflicts
of interest
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Post-selection process

101 Projeelt

e Unsuccessful proponents offered
Individual debriefings

e Debriefings provided valuable two-way
feedback

e All unsuccessful proponents provided
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Post selection process for project(Conis

e Adequately documenting the selection
process, decisions and reasons for
decisions is important

e Provides defence against accusations of
bias and negative public perceptions
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Managing alliancing r

e Project alliancing raises new and different
risks that have to be managed

e One risk is reconciling underlying goals of
both parties

e NMA project faced this problem. Careful
management and judgement iIs required

I
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Maintaining accounta

e Public service accountability relies on
decisions and their reasons to be
available for scrutiny by the Parliament
and its Officers including the Auditor-
General

e Contracts therefore should facilitate full
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Commercial confidentiality

e Public accountability can be impaired
through claims of commercial
confidentiality

e Commercial confidentiality therefore
subject to much parliamentary concern
and

e Aud
sho
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Commercial confidentiality (Cont

e In most cases, issues can be explored Iin
audit reports without disclosure of precise
commercial-in-confidence information

e Therefore Parliament can have confidence
about the iIssues’ impact on public
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Contract managemen

e ANAO published Better Practice Guide
‘Selecting Suppliers: Managing the Risk’
In October 1998
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Contract managemenw
(cont.)

e Contract management BPG:

— will provide information/assistance on
transition in, ongoing management and
succession planning

— discusses the four common contract
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Conclusion -

e Maintaining accountability when
contracting is important to Parliament and
Its Officers

e Project alliancing offers potential benefits
over traditional contracting - but raises
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