Report of the @ Auditor-General’s
Auditor-General €9 Department

D,

Report 1 of 2024

Regional bus service contracts - Phase 1

%\ \ Government of
w South Australia






Report of the
Auditor-General

Report 1 of 2024

Regional bus service
contracts - Phase 1

Tabled in the House of Assembly and ordered to be published, 6 February 2024

First Session, Fifty-Fifth Parliament

By authority: T. Foresto, Government Printer, South Australia

2024

[P.P.4S



The Auditor-General’s Department acknowledges and respects
Aboriginal people as the State’s first people and nations, and
recognises Aboriginal people as traditional owners and occupants of
South Australian land and waters.

¢ Auditor-General’s
G99 Department

www.audit.sa.gov.au

Enquiries about this report should be directed to:

Auditor-General
Auditor-General’s Department
Level 9, 200 Victoria Square
Adelaide SA 5000

ISSN 0815-9157



oU7» Government of South Australia

i
%i’i@p
9; Py

o

; Auditor-General’s Department

TR,
Level 9
State Administration Centre
200 Victoria Square
Adelaide SA 5000
Tel  +618 8226 9640
ABN 53 327 061 410
10 January 2024 _
audgensa@audit.sa.gov.au
www.audit.sa.gov.au
President Speaker
Legislative Council House of Assembly
Parliament House Parliament House
ADELAIDE SA 5000 ADELAIDE SA 5000

Dear President and Speaker

Report of the Auditor-General:
Report 1 of 2024 Regional bus service contracts — Phase 1

| present to each of you a copy of the report that is required by section 39(3f) of the
Passenger Transport Act 1994.

Content of the report

Under section 39(3f) of the Passenger Transport Act 1994 | am required to:
. examine the contract

. report on the probity of the process leading to a service contract being awarded for
providing regional passenger transport services.

| did not identify any specific probity matters that would suggest that the procurement
process was compromised.
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Yours sincerely

Andrew Blaskett
Auditor-General
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Audit snapshot
What we reviewed and why

Under the Passenger Transport Act 1994 (PTA) we are required to review the probity of the
procurement of regional bus services and examine the contracts awarded to the operators
of those services.

Managing and maintaining probity in a procurement process is important to ensure
procurement decisions are fair, transparent and defensible.

What we concluded

For the probity of the process leading up to awarding the service contracts we concluded that:

. we did not identify any specific probity matters that indicated the probity of the
procurement process was compromised

. Department for Infrastructure and Transport (DIT) designed and implemented
processes for conducting the procurement consistent with sound probity principles

. DIT maintained sufficient documentation of the process consistent with appropriate
probity standards, except in four specific areas

. DIT could improve some of its practices and procedures for future procurements.
In examining the service contracts, we concluded that they met PTA requirements and
included a broad range of contractual provisions that should help to protect the State’s

interests.

DIT will need robust processes to effectively manage the contracts and any related
operational, legal and financial risks.

Key facts

14 regional
bus service

$220.5 million | & New service

contracts estimated ety I \MB contracts

value over the | i
potential : - started on

12-year term 1 October
| 2023

awarded to

6 operators
on

25 August 2023







1  Executive summary

1.1 Introduction

The Department for Infrastructure and Transport (DIT) plans, regulates and funds public
transport services across South Australia in line with the Passenger Transport Act 1994 (PTA).

Passenger transport services in regional South Australia are provided by contracted operators
engaged by the Minister for Infrastructure and Transport (the Minister).

Following a competitive tender process run by DIT, the Minister executed 14 contracts with
six private operators for regional bus passenger transport services on 25 August 2023. The
service contracts started on 1 October 2023 and are for eight years (through to 30 September
2031) with an option for the Minister to extend for a further two terms of two years (a total
of 12 years). The combined value of the service contracts is estimated to be $220.5 million
over the 12 year term.

As required by section 39(3f) of the PTA, we examined the contracts and:

. reviewed the probity of the procurement process leading up to the awarding of them
. assessed whether they comply with the requirements of the PTA.

To assess probity we identified key probity principles that are necessary to demonstrate that
the procurement process was fair, transparent and defensible (see section 3.1).

This report provides the outcomes of our review.

1.2 Conclusion

1.2.1 Probity of the process

We did not identify any specific probity matters that would suggest that the procurement
process was compromised.

DIT designed and implemented processes for conducting the procurement that were
consistent with sound probity principles.

In carrying out its processes, DIT maintained sufficient documentation that was consistent
with appropriate probity standards for most areas of the procurement other than for four
specific areas of the procurement outlined in section 1.3.

We also noted some specific practices and procedures that could be improved.
In my opinion, none of the matters raised in this report compromised the probity of the

process. They were not systemic or pervasive, but warrant consideration to improve
processes for future procurements.



1.2.2 Examination of the service contracts

The service contracts met the requirements of the PTA and contained a broad range of
contractual provisions that should help to protect the State’s interests. We did identify
some provisions that were not included in the service contracts. This could present some
risks inherent to engaging a private operator to provide passenger transport services.

It is essential that DIT has robust contract management processes to effectively manage the
contracts and any related operational, legal and financial risks.

These matters are discussed in sections 9 and 10.

1.3 What we found

Probity of the process

We found that DIT established sound processes, commensurate with the value, risk profile
and complexity of the procurement, to manage the procurement and award the contracts.
These processes included:

. establishing project structure and governance arrangements to provide structured
decision-making and accountability

. establishing probity principles and a probity plan with strategies to manage probity
risks, including business-as-usual interactions

. engaging a probity advisor to provide independent advice and guidance on probity
issues during the procurement

. preparing comprehensive acquisition and evaluation plans before approaching the
market

. arrangements to manage receiving and opening invitation to supply responses

. arrangements to manage the security and confidentiality of procurement documents

. procedures for communicating with proponents and maintaining records of

communications
. evaluating invitation to supply responses in line with the evaluation plan

. developing and implementing a negotiation plan and maintaining records of
negotiation activity

. preparing a purchase recommendation report capturing the evaluation outcomes and
justification for the recommended proponents.

DIT has considered and implemented a range of recommendations we made in previous
passenger transport contract reviews to improve its probity processes.!

We also found four areas where DIT had not maintained sufficient records consistent with
reasonable probity standards:

1 Auditor-General’s Report 10 of 2020 Passenger transport service contracts: Bus and light rail, and Report 9

of 2021 Probity of the processes for the heavy rail service contract.



. It did not maintain sufficient records of interactions between SA Government
representatives and proponents, and of DIT’s assessment of probity risks associated
with these interactions (section 3.4.1).

. It did not maintain written records for some of the probity advice it received (section
3.4.3).
. It did not sufficiently document the rationale for some decisions made during the

evaluation (section 6.3.1).

. It did not document the arrangements in place for managing probity risks in the time
between the purchase recommendation being finalised and the contracts being signed
(section 3.4.5).

We also identified some areas where processes and practices should be improved for future
procurements, including:

. some probity issues that were not captured in the probity advisor’s report and on DIT’s
probity issues register (section 3.4.6)

. the nature and extent of reporting sought by DIT from the probity advisor not being
clearly defined in the agreement with the probity advisor (section 3.4.2)

. the Steering Committee not being provided with independent confirmation from the
probity advisor prior to endorsing the draft purchase recommendation (section 3.4.4)

. the approver of the purchase recommendation not completing a conflict of interest
declaration and confidentiality agreement (section 3.4.7)

. proponents for one contract not being given the same time to prepare and provide
their best and final offer (section 7.3.1).

These were not systemic or pervasive in nature and impact as they were departures, errors
or omissions for specific practices and procedures. Addressing them for future procurements
will help ensure that procurement processes are strengthened and probity risks are
appropriately managed.

We made a number of recommendations to DIT to address our findings, which are detailed
in chapters 3,4, 6 and 7.

Compliance with the Passenger Transport Act 1994

The Minister complied with the requirements of the PTA, with one minor instance of non-
compliance that did not impact the procurement process. The service contracts addressed
the mandatory requirements of the PTA.

Chapter 9 discusses compliance with the PTA.

1.4 Response to our recommendations

DIT responded positively to our findings and advised us how they would action our
recommendations. Its responses are included in chapters 3, 4, 6, 7 and 9. Appendix 2
provides the response to this report from DIT’s Chief Executive.



2 Background
2.1 The Passenger Transport Act 1994

Under the PTA the Minister is responsible for providing passenger transport services in
South Australia.

The PTA allows the Minister to award service contracts for the operation of regular
passenger transport services by tender or other such manner as the Minister thinks fit.

2.2 Contracts awarded under this procurement process

2.2.1 Background

The South Australian Public Transport Authority (SAPTA) within DIT is responsible for
managing public transport services, including those in regional South Australia.

Before awarding the service contracts from this procurement, the Minister had engaged
11 operators under 28 service contracts to deliver public transport services in regional
centres and to connect regional communities to Adelaide.

In 2021 SAPTA reviewed its 28 existing regional bus service contracts and decided to
geographically consolidate them into 19 new service contracts.

Regional bus services will be procured in two phases. In June 2022 the Minister invited
tenders for operators of bus services for the first 14 contracts (Phase 1). Tenders for the
remaining five were invited in October 2023, with service contracts expected to be awarded
in 2024 (Phase 2).

This report covers the procurement of Phase 1 contracts only. Figure 2.1 shows the contract
areas in each phase of the procurement.

Figure 2.1: Procurement phases and contract areas

Procurement phase Contract area

Barossa Port Augusta

Eyre Flinders Port Lincoln School

Fleurieu Port Lincoln on Demand
Con:'::czel :-o " Kangaroo Island Riverland

Mid North South East

Mount Gambier Tatiara

Northern Adelaide Hills Yorke




Eastern Riverland Spencer

Phase 2

Murray Whyalla
Contracts 15 to 19

Port Pirie

2.2.2 Overview of service contracts awarded

On 25 August 2023 the Minister executed 14 service contracts shown in figure 2.2.

Figure 2.2: Services contracts awarded

LinkSA Pty Itd Premier Roadlines Pty Ltd Deeprate Pty Ltd
4 N /7 N7 N

Barossa Eyre Flinders Kangaroo Island
Fleurieu Riverland Mid North

Mount Gambier South East Yorke

Northern Adelaide Hills Port Lincoln on Demand

\. AN\ J O\ S
Des’s Transport Pty Ltd Tunarama Coachlines Swan Hill Bus Lines Pty Ltd
{ Port Augusta } [ Port Lincoln School J [ Tatiara J

The start date for the service contracts is 1 October 2023. The initial term of each service
contract is eight years (through to 30 September 2031), with an option for the Minister to
extend them for a further two terms of two years (first extension to 30 September 2033 and
second extension to 30 September 2035).

The combined value of the service contracts is estimated to be $220.5 million over the
potential 12-year term.

Appendix 3 provides a map of the area covered by each service operator.

2.3 Procurement governance

2.3.1 Person appointed to conduct the process

The PTA requires that if the Minister determines that a passenger transport service contract
should be awarded by tender, they must appoint a person to conduct the process, including
the assessment of responses to the tender.

On 11 August 2021, the then Minister appointed the then DIT Chief Executive to conduct the
procurement process for the regional bus services. On 12 May 2022, the current Minister
appointed the current DIT Chief Executive.



2.3.2 Governance structure

DIT established a sound governance structure with clear roles and responsibilities to support
the probity of the procurement process.

Figure 2.3: Regional bus services procurement governance structure

Person appointed to conduct the
procurement under the PTA
(DIT Chief Executive)

Regional Bus Services
Procurement Probity advisor
Steering Committee

Project management

Evaluation team
team

Financial Assessment team
Technical advisors
Other support

The Regional Bus Services Procurement Steering Committee (the Steering Committee) was
established to:

. provide strategic leadership, oversight and advice to the evaluation team
. endorse recommendations from the evaluation team for approval by the DIT Chief
Executive.

The Steering Committee comprised four senior DIT executives and operated from 21 August
2021 to 24 July 2023 for Phase 1 of the procurement process.

The evaluation team was responsible for evaluating responses and recommending the
preferred respondents to the Steering Committee. It was assisted by:

. a financial assessment team responsible for reviewing pricing information and
providing specialist financial advice

. technical advisors for advice on bus asset, network service planning and senior
disability access and inclusion

. other support such as legal, contracting and financial viability analysis.
DIT appointed a probity advisor (see section 3.3.2 for their role and responsibilities) and a

project management team was also in place to provide administrative and project
management support.



2.4 Procurement process

2.4.1 Procurement objectives

Figure 2.4 summarises the objectives of the procurement.

Figure 2.4: Procurement objectives

Compliance with the objects of the PTA

N

~

Establish regional bus service contracts that comply with section 3(a) of the PTA to
benefit the public of South Australia through the creation of a passenger transport
network that:

® © focused on serving the % encourages transport choices that
customer minimise harm to the environment

services, especially for the financial resources
transport disadvantaged

is safe m promotes social justice

4
provides accessibility to needed ¢ is efficient in its use of physical and
év T

\

Departmental objectives

4 N\

Procure bus services for regional South Australia that are viable and sustainable
to meet government, departmental and community needs

G'é\/, Consolidate the existing 28 contracts into 19 new contract areas

‘__\ Provide a fully compliant fleet in line with part 4 of the Disability Standards for
(/ Accessible Public Transport 2002 established under the Disability Discrimination
Act 1992 (Cth)

":‘i Build operator capability across the regions to achieve greater service integration

.

(.

Source: Regional bus service acquisition plan.

2.4.2 Market approach

DIT conducted a competitive tender process for the procurement of Phase 1 contracts, using
an open market, single stage approach.

Proponents were invited to submit conforming offers based on the current service levels and
non-conforming offers based on potential service enhancements, efficiencies, and
innovation.



Chapters 5 and 6 provide more information about the invitation to supply and evaluation
process.

2.4.3 Procurement timeline

Figure 2.5 provides a timeline of key events during the procurement process.

Figure 2.5: Timeline of key events

Acquisition plan approved by DIT Chief Executive
June 2022
Invitation to supply documents released to the market

October 2022 Invitation to supply closed

Purchase recommendation approved by DIT Deputy Chief

a>C TSt oLVl gt Ve O y ~ y =1l

Executive (under delegation from the DIT Chief Executive)

ebruary 20

\
W\ J

August 2023 Contract documents are executed by the Minister and proponents

October 2023 Services start to be provided under the new contracts
G J

Appendix 4 provides a detailed timeline of events.

2.5 Extension of existing regional bus contracts

The Phase 1 procurement consolidated 21 existing regional bus contracts into 14 new
contract areas. The 21 contracts were originally due to expire on 30 June 2022.

In August 2021, the then DIT Chief Executive approved extending the 21 contracts with the
existing operators by 12 months to 30 June 2023 to give DIT enough time to implement a
procurement process to award new contracts under the PTA.

In February 2023 the DIT Deputy Chief Executive granted a further three-month extension to
30 September 2023 to allow:

sufficient time for contractors to transition to the new contracts
DIT to secure the necessary approvals for awarding and funding the new contracts.

DIT advised us that the total estimated value of the contract extensions for the 21 contracts
was $5.7 million, including subsidy and sustainability payments.

10



3  Probity management arrangements
3.1 Key probity principles

Procurement Service SA’s Probity and Ethical Procurement Guideline defines probity as the:

evidence of ethical behaviour commonly associated with the practice of
adopting and following well considered procedures and processes to ensure
that procurement decisions are fair, transparent and defensible ...

We considered the Guideline, our previous reviews of the procurement of bus and heavy rail
passenger transport services, and the probity plan that DIT established for the procurement
to identify the following key probity principles for our audit:

. compliance with the law

. transparent and consistent decision making

. security and confidentiality of information

. fairness, impartiality, integrity and equality provided to all parties

. management of conflicts of interest

. maintenance of records, including maintaining an audit trail that enables independent

review of processes

. conducting an appropriately competitive process.

Procurement Services SA states that implementing good probity and ethical practices in
procurement will:

. improve the likelihood that value for money and good public outcomes will be
obtained

. reduce financial and legal risk to the SA Government

. provide potential suppliers with the confidence that they will be treated fairly.?

3.2 Audit approach

We assessed whether DIT managed the probity of the procurement process in line with its
policies and procedures and the key probity principles in section 3.1. To do this we
considered DIT’s:

. probity plan for the procurement

. processes to manage probity risks and issues

. processes to identify and manage conflict of interests

. arrangements to ensure the security and confidentiality of information.

We also made inquiries with the probity advisor to understand their role in the procurement
and to discuss their observations on probity.

2 Procurement Services SA, Probity and Ethical Procurement Guideline, issued February 2023, p. 4.
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3.3 Overview of probity management arrangements
implemented by DIT

3.3.1 A probity plan was developed for the procurement

Procurement Services SA’s Probity and Ethical Procurement Guideline states that a probity
plan should be used for complex and strategic procurements.? The procurement of regional
bus operators was assessed as a strategic procurement.

Identifying foreseeable probity issues, and the specific controls to deal with them, is of
critical importance in monitoring the probity of the conduct of a tender process.* An
effective probity plan does this.

DIT developed a probity plan that was approved by the Steering Committee in October 2021.
It addressed:

. probity objectives and principles

. the need to maintain confidentiality

. the need to identify and manage actual and/or potential conflict of interests

. communication protocols

. business-as-usual protocols to ensure that incumbent service providers did not, by

virtue of their existing relationship with DIT, obtain an unfair advantage over other
market participants

. consideration of audit findings and recommendations from previous reviews by the
Auditor-General

. the need for a probity advisor.

The project team signed off on the probity plan to acknowledge that they understood the
plan and agreed to adhere to it. The plan was also provided to the evaluation team.

3.3.2 DIT appointed a probity advisor for the procurement

DIT engaged a consultancy firm in August 2021 to provide independent probity advice for
the procurement process. The timing of engaging the probity advisor was reasonable, as it
occurred early in the procurement.

Role of a probity advisor

A probity advisor is typically engaged to provide independent advice and assist management
on probity/process issues. They work actively and contemporaneously with the project team
and evaluation team to ensure probity issues are considered and actioned during the
procurement process.

3 Procurement Services SA, Probity and Ethical Procurement Guideline, issued February 2023, page 7.
4 Report on the Auditor-General’s Examination, Pursuant to Section 39 of the Passenger Transport Act 1994,
of Certain Bus Contracts and the Probity of Processes Leading up to the Awarding of the Contracts, 2005, p. 39.
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Engaging a probity advisor does not release, remove or replace the responsibilities of those
involved in the procurement process to conduct the procurement in line with reasonable
probity standards.

The probity advisor that DIT engaged performed a range of probity assurance activities,
including:

. providing probity briefings to officers involved in the procurement process, the DIT
Chief Executive and the Minister

. explaining probity principles and protocols at industry briefings

. reviewing key procurement documents from a probity perspective

. attending industry briefings and the opening of invitation to supply responses

. providing advice to the project team on probity matters

. attending evaluation team meetings, bidder presentations, negotiation meetings and

debrief meetings

. providing a report to DIT on the probity of the procurement process.
Probity reporting

A probity advisor should provide a report concluding whether the procurement process
conducted was consistent with requirements outlined in the probity plan and probity
standards and principles. The probity advisor’s report should state what probity advice was
provided and the extent to which all probity risks and issues were satisfactorily managed.

3.3.3 Participants in the procurement were required to complete a
conflict of interest declaration and confidentiality agreement

Identifying and managing actual, potential and perceived conflicts of interest, and
maintaining confidentiality, are two important probity considerations for procurement.

Officers involved in the procurement process, including external advisors, were required to
complete a conflict of interest declaration and confidentiality agreement.

DIT kept a probity register detailing the nature of any probity matters that arose during the
procurement, the specific actions taken and how the matters were resolved. It was provided
to the Steering Committee regularly throughout the procurement to help the members to
understand the probity issues and therefore the probity of the procurement process.

3.3.4 Managing communications with proponents

To ensure fairness, transparency and equity in the procurement process, communications
within the project team and with proponents must be carefully managed to mitigate any
probity risks.

DIT implemented the following processes and controls to manage the probity risks of
communications and interactions with proponents:

13



. Communication protocols in the probity plan addressed communications within the
project team, with proponents and with project stakeholders.

. Interactions/Communications with proponents were managed through an electronic
data room and tender rules requiring proponents to only communicate with the
project team through defined channels.

. A communication register was used to record communications and meetings with
proponents including the purpose, parties involved and a link to the records of the
interaction/communication.

3.3.5 Security and confidentiality of documents, tender responses and
commercial information

A key probity requirement is ensuring the security and confidentiality of documents and
commercial information. To manage this DIT implemented the following processes and
controls:

. Officers involved in the procurement process signed a confidentiality agreement
before being provided access to procurement documents.

. Documents were required to be secured within an IT environment, with access
restricted to relevant members of the project and evaluation teams.

. The probity advisor reinforced the importance of maintaining the confidentially of
information including commercially sensitive information at probity briefings for the
project and evaluation teams.

3.4 Findings

3.4.1 Processes to manage probity risks associated with meetings
between the SA Government representatives and proponents
were not sufficiently implemented

Recommendation

In future procurements, DIT should establish mechanisms to manage probity risks for
meetings between SA Government representatives and proponents outside of
established procurement process arrangements. This should include:

. advising the probity advisor of meetings before they occur

. assessing and documenting probity risks for meetings with DIT management who
have the potential to influence the procurement process and identifying responses
to maintain the probity of the procurement process. This should include assessing
the need to obtain probity advice

. keeping sufficiently detailed notes of matters discussed at meetings, including
decisions and actions, and documenting the impact on the probity of the
procurement and any responses.

14



Finding

We found that three meetings were held during the procurement process between the
Minister, senior DIT employees and potential proponents/proponents outside of established
procurement process arrangements.

Some of the potential proponents/proponents attended the meetings in their capacity as
representatives of bus industry bodies. DIT advised us that the procurement was not
discussed at these meetings.

We found that:
. the probity advisor was not aware of these meetings

. no specific probity advice was received for these meetings and an assessment of the
probity risks was not documented, including the rationale for not seeking probity advice

. meeting records did not always sufficiently capture what was discussed.

We recognise that the SA Government is involved in business-as-usual interactions with local
bus industry representatives who may also be potential proponents/proponents.

We also recognise that ultimately the impact of these interactions on the probity of the
procurement was low because:

. two SA Government representatives were present at all meetings
. the proponents involved in these meetings were not successful tenderers for Phase 1.

However, such meetings can give rise to significant probity risks, including the perception
that a proponent may be getting favourable treatment, which needs to be carefully
managed in future procurements.

DIT response

The three meetings referred to in this finding were regular ‘business as usual’
meetings with industry bodies, and therefore probity advice was not required.

A probity briefing was provided by the independent probity advisor to the
Minister for Infrastructure and Transport and his advisor on 16 June 2022, prior
to the Invitation to Supply being released to market for the procurement.

Consistent with guidance provided by the probity advisor at the probity briefing
not to attend meetings in a solo capacity, the Minister had a member of his
staff and a senior departmental executive in attendance at the meetings, and
advised he was not able to discuss the procurement. This was recorded in file
notes that were retained on the communications register for the procurement.

DIT will consider appropriate mechanisms to notify the Minister of

procurement activities that may raise probity risks at ‘business as usual’
industry meetings.

15



3.4.2 Nature and extent of reporting sought by DIT from the probity
advisor not clearly defined

Recommendation

DIT should ensure that the nature and extent of probity reporting required are clearly
documented and agreed with the probity advisor.

Finding

The service agreement with the probity advisor specified a range of tasks and that ‘the
probity advisor will provide a written probity report to the Steering Committee on the
procurement process after the evaluation process is complete’.

DIT did not clearly define and document in the agreement, or provide any further guidance
to the probity advisor about, the nature and extent of reporting it required. For instance, the
agreement did not clearly specify:

. the nature of the conclusion required in the probity report
. the nature and extent of reporting responsibilities and the probity advisor’s role in:

— managing probity risks associated with any interactions with proponents after
the purchase recommendation was signed

—  evaluating compliance with requirements of procurement policy frameworks

—  attending debrief meetings with proponents.

We have previously recommended that agencies document and agree in detail the nature
and extent of probity assurance services to be provided, key deliverables and reporting
requirements.’

As the nature and scope of written probity reports can vary, the level of assurance to be
provided by the probity advisor should be clearly documented in the probity service
agreement to ensure that all parties clearly understand and agree on what is required.

DIT response

It should be noted that while a final probity report was not requested,
following the approval of the purchase recommendation the probity advisor
was involved in:

. meetings with all bidders to advise of the delay with the procurement
decision in February 2023, which were minuted;

> Auditor-General’s Report 10 of 2020 Passenger transport service contracts: Bus and light rail, p. 60 and
Report 9 of 2021 Probity of the processes for the heavy rail service contract, p. 103.
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. a meeting with the project management team in June 2023, to discuss
the transfer of the Tatiara bid following the receipt of advice from the
Crown Solicitor’s Office on this matter;

. meetings with all bidders to advise the procurement outcome in July
2023, which were minuted;

. all debriefing sessions with bidders which were minuted.

DIT acknowledges this finding, and will in future ensure any probity contract

includes:
. the nature of the conclusion required in the probity report
. the nature and extent of reporting responsibilities and the probity

advisor’s role in:

—  managing probity risks associated interactions with proponents
after the purchase recommendation was signed

— evaluating compliance with requirements of procurement policy
frameworks

—  attending debrief meetings with proponents.

3.4.3 No written record maintained for some probity advice received

Recommendation

For future procurements DIT should ensure a written record is maintained for:

. probity advice received that supports decision making and/or how the
procurement process is conducted

. matters discussed by the probity advisor at probity briefings and advice provided to
attendees.

In implementing this recommendation, we recognise that the nature of the advice and
the probity risks should be considered when determining the extent of this
documentation. For instance, discussions on minor administrative and procedural
matters would not need to be documented.

Finding

We found that DIT did not maintain a written record for some probity advice it received
during the procurement process, such as advice provided to the project team on:

. whether it was necessary for a respondent to complete a statutory declaration or
other form of legally binding document to acknowledge that they had unintentionally
omitted pricing information in their invitation to supply response. The respondent was
allowed to submit the omitted pricing information after tenders had closed

. the process to award a service contract to an operator who was not the original
respondent (a situation where the respondent sold their business to another bus
operator during the procurement process)
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. allowing respondents to re-submit their standard industry participation plans during
the evaluation process.

Further, DIT did not have a written record of matters discussed by the probity advisor at
probity briefings, including any verbal advice provided by the probity advisor to attendees.

DIT told us that advice it received from the probity advisor was not always in writing.

Having an audit trail of probity advice provided is important because it supports the reasons
for the procurement decisions taken and confirms to those involved in the process that the
procurement was conducted with integrity.®

We have previously recommended that probity advice received and probity briefings held
during a tender process should be documented and available for audit review.’

DIT response

DIT acknowledges the finding regarding written probity advice and will
endeavour to source all probity advice in writing in future. However, in order
to mitigate probity risks DIT undertook the following activities:

1. In relation to managing probity risk associated with allowing a
respondent to submit pricing information, which was unintentionally
omitted after tenders had closed, DIT sought probity advice from the
probity advisor who confirmed in writing via email (dated 20/10/2022)
that in accordance with the evaluation plan, the evaluation team could
request the respondent provide the missing data. All evaluation team
members agreed (via email) to this approach, with caveats as noted by
the evaluation chair. In addition, the probity advisor reviewed the email
to the bidder, and participated in a phone call to confirm they had
received the email, which was documented in a file note. The probity
advisor provided verbal advice during a phone call with the project
management team, that a statutory declaration or another form of
legally binding paperwork was not required.”

2. In relation to the process to award a service contract to an operator who
was not the original respondent (a situation where the respondent sold
their business to another bus operator during the procurement process),
DIT acknowledges written probity advice should have been requested.
Notwithstanding this, DIT sought advice from the Crown Solicitor’s Office
(CSO). Following receipt of written advice from the CSO, DIT met with the
probity advisor to discuss the advice, and the probity advisor verbally
advised there were no probity risks as the evaluation had been
completed.

Report on the Auditor-General’s Examination, Pursuant to Section 39 of the Passenger Transport Act 1994, of
Certain Bus Contracts and the Probity of Processes Leading up to the Awarding of the Contracts, 2005, p. 42.
ibid, p. 5 and Auditor-General’s Report 10 of 2020 Passenger transport service contracts: Bus and light rail,
p. 62.
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3. In regard to allowing respondents to re-submit their Standard Industry
Participation Plans during the evaluation process, DIT acknowledges
written probity advice was not sought on this matter. Notwithstanding
this, the probity advisor was in attendance when a representative from
the Office of the Industry Advocate (OIA) met with the evaluation team
(minuted) and agreed that the OIA would join with DIT to run sessions
with bidders on how to complete their Standard Industry Participation
Plans accurately. Furthermore, written probity advice was sought on the
wording of the invitation to send to bidders. The probity advisor
attended a pre-meeting with DIT and the OIA representative to confirm
the points for discussion at the meetings with bidders, and was also in
attendance at every bidder meeting (minuted).

Regarding DIT not having a written record of matters discussed by the probity
advisor at probity briefings, including any verbal advice provided by the
probity advisor to attendees, DIT recorded in the relevant minutes when a
probity briefing was provided, and in addition maintained a probity briefing
register which recorded the dates of all probity briefings. However, DIT
acknowledges this finding and will include a copy of the probity advisor’s
speaking notes or presentation as an attachment to minutes for Phase 2.

3.4.4 Steering Committee not provided with independent confirmation
from probity advisor prior to endorsing the draft purchase
recommendation

Recommendation

The Steering Committee should obtain independent confirmation from the probity
advisor before endorsing a purchase recommendation.

Finding

The Steering Committee did not seek independent confirmation from the probity advisor
about whether the procurement met appropriate probity standards before it endorsed the
draft purchase recommendation.

The Steering Committee endorsed the draft purchase recommendation in December 2022,
before the probity advisor’s report was delivered in January 2023.

The project team advised us that the Steering Committee was informed of probity issues
through project updates from the project manager and the probity issues register tabled at
Steering Committee meetings, however we note this is not independent advice received
directly from the probity advisor.
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As the Steering Committee was responsible for overseeing the procurement process, it
should have considered the outcomes of the probity advisor’s work. This would enable
members to understand whether the probity advisor had any concerns about the probity of
the procurement process, which may affect their decision about the purchase
recommendation.

DIT response

DIT acknowledges this finding. It should be noted that the probity advisor’s
report was provided to DIT’s Procurement Committee when it endorsed the
purchase recommendation, and to DIT’s Deputy Chief Executive when the
purchase recommendation was approved in February 2023. Notwithstanding
this, DIT will ensure in future the probity advisor’s report is provided to the
Steering Committee prior to endorsing the purchase recommendation.

3.4.5 DIT did not obtain a probity report covering procurement activities
after the purchase recommendation

Recommendation

DIT should obtain a report or confirmation from the probity advisor after the purchase
recommendation is approved and prior to contract execution to confirm whether the
probity requirements have been adhered to and probity issues have been satisfactorily
managed.

Finding

The probity advisor’s report concluded on the procurement process up until January 2023
and only covered procurement activities up to the development of the draft purchase
recommendation and evaluation report. We found that DIT did not obtain a further probity
report or confirmation from the probity advisor to confirm that there were no outstanding
material probity issues prior to contract execution in August 2023.

The process to award and execute the service contracts was delayed. The contracts were
executed by the Minister seven months after the probity advisor issued its report. In this
seven-month period, there were numerous interactions between DIT and the successful
proponents to finalise contract terms, which gives rise to probity risks that need to be
considered and managed. Bidder notification meetings and debrief sessions were also held
and attended by the probity advisor. The probity advisor also provided some advice during
this period, but the outcomes of their work over this period was not reported to DIT.

DIT response
DIT acknowledges this finding and will request a final independent probity

report that covers the period from purchase recommendation approval to
contract award in future procurements.
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It should be noted that while a final probity report was not requested
following the approval of the purchase recommendation, the probity advisor
was involved in:

. meetings with all bidders to advise of the delay with the procurement
decision in February 2023, which were minuted;

. a meeting with the project management team in June 2023, to discuss
the transfer of the Tatiara bid following the receipt of written advice
from the Crown Solicitor’s Office on this matter;

. meetings with all bidders to advise the procurement outcome in July
2023, which were minuted;

. all debriefing sessions with bidders which were minuted.

3.4.6 Some probity events were not captured in the probity report and
probity issues register

Recommendation

DIT should ensure the probity report and probity issues register record all events that
present probity risks, including specific details on the nature of the probity matter, the
specific actions taken and how the matter was resolved.

Finding

The probity advisor’s report and the probity issues register provided to the Steering
Committee did not capture all probity events that presented probity risks, such as the:

. decision to allow a proponent to submit pricing information after tenders had closed
to correct what was deemed to be an error in their invitation to supply response

. process to award a contract to an operator who was not the original respondent (a
situation where the respondent sold their business to another bus operator during the
procurement process)

. decision to allow respondents to re-submit their standard industry participation plans
during the evaluation process.

We acknowledge that these matters did not compromise the probity of the procurement
process, however it is sound practice to disclose probity events like this that arise during a
procurement, even if the issues were managed to the satisfaction of the probity advisor
and/or Steering Committee. This information enables those responsible for the
procurement process to understand the probity issues and how they were addressed, and
therefore the probity of the procurement process. It also helps them to take corrective
action where the probity of the procurement process might be compromised.
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DIT response

DIT notes there were no material or significant probity issues identified during
the procurement, and this view is consistent with the stated findings of the
probity advisor. The probity advisor also formed a view that the evaluation of
the invitation to supply for the SAPTA regional bus services conducted by DIT
did not breach the probity principles described in the scope in all material
respects, and the probity risks during the process were appropriately managed.

While DIT understands the finding made by the Auditor-General’s Department,
DIT has concerns that providing an overly prescriptive scope to independent
probity advisors may impede their independence.

DIT does however acknowledge the findings of the practice of obtaining
written probity advice, and in future will request probity advisors provide all
advice in writing, and will record this on the probity issues register.

In regards to the second matter, it should be noted while probity advice was
not provided in writing, DIT obtained written legal advice from the Crown
Solicitor’s Office.

3.4.7 Approver of the purchase recommendation did not complete
conflict of interest declaration and confidentiality agreement

Recommendation

For future procurements DIT should ensure conflict of interest declarations and
confidentiality agreements are completed by all officers before they start their roles in
the procurement process, and that records of them are retained.

Finding
The officer who approved the purchase recommendation did not complete a conflict of

interest declaration and confidentiality agreement.

Procurement Services SA’s Probity and Ethical Procurement Guideline requires all
participants in the procurement evaluation process to complete a conflict of interest
declaration and confidentiality agreement. Without them there is a risk that:

. actual and/or potential conflicts of interest are not identified, and the impact on the
probity of the procurement process is not assessed and mitigation strategies not
implemented

. those involved in the procurement are not aware of their responsibilities when dealing

with confidential information, resulting in the ineffective management and/or
unauthorised use or disclosure of confidential information.
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We note that this officer had no other involvement with the procurement process. The
purchase recommendation was endorsed by multiple other parties, and the officer approved
the purchase recommendation unmodified. As a result, the risk of this matter compromising
the probity for this procurement was low.

DIT response
DIT acknowledges this finding.

The Purchase Recommendation followed the standard approval process from
being endorsed by the Procurement Committee, then being sent to the Chief
Executive for approval (approved without changes by the Approving Officer
under delegation in the Chief Executive’s absence).

A Conflict of Interest (COI) declaration was completed by the Chief Executive,
however a Conflict of Interest declaration was not sought from the Approving
Officer. It should be noted that the Approving Officer is well aware of
requirements to declare any conflict of interest and as such the fact that a lack
of conflict was not recorded in writing did not impact the probity of the process.

In the future, DIT will ensure the person approving the purchase
recommendation has completed a relevant COI declaration.
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4  Procurement planning
4.1 Audit approach

We assessed whether:

. acquisition and evaluation plans were prepared and approved before DIT approached
the market
. any deviations to the approved plans were managed in line with Procurement

Services SA’s Sourcing Policy

. procurement planning processes met the key probity principles in section 3.1.

4.2 Overview of procurement planning undertaken by DIT

4.2.1 DIT prepared comprehensive acquisition and evaluation plans
before approaching the market

DIT prepared a comprehensive acquisition plan before approaching the market that included:

. a description of the identified need and requirements

. the procurement objectives

. a supply market analysis and sourcing strategy

. an evaluation plan

. estimated procurement values

. a risk management plan and risk register

. an overview of the probity management arrangements and a probity plan
. planned contract terms and key performance measures

. governance arrangements

. lessons learned from previous Auditor-General’s reports.

The evaluation plan that DIT prepared detailed the evaluation process and criteria to address
DIT’s procurement objectives (see sections 6.2.1 and 6.2.2 for further details).

We found that both plans adequately addressed the requirements of Procurement
Services SA’s Procurement Planning Policy. The DIT Chief Executive approved the plans on
23 June 2022 before the invitation to supply documents were released to the market on
28 June 2022.

4.2.2 Deviations to the approved acquisition and evaluation plans were
appropriately managed

Procurement Services SA’s Sourcing Policy has requirements for managing deviations.
Agencies need to assess the level of deviations to determine the required action based on
the impact on the procurement strategy, probity and/or procurement outcome, and the
stage in the procurement process.

During the procurement process there were three deviations to the approved acquisition
and evaluation plans:
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. adding an external independent evaluation team member
. adding two financial assessment team members
. clarifying technical advisor responsibilities.

DIT assessed all three deviations as low level as their impact was considered to be

‘insignificant” and they occurred during the invitation to supply stage. DIT maintained
records of the deviations and its assessments of them, as required by the Sourcing Policy.

4.3 Findings

4.3.1 Evaluation plan not endorsed by all evaluation team members

Recommendation

DIT should ensure all evaluation team members endorse the evaluation plan to
acknowledge that they understand and agree with the evaluation process and their
responsibilities.

Where changes to the evaluation team occur after the evaluation plan is finalised, DIT
should seek endorsement from any new members through formal sign-off or other
practical forms such as email confirmation.

Finding

We found that two evaluation team members did not endorse the evaluation plan to
acknowledge their understanding of, and agreement with:

. the evaluation process, including key evaluation principles
. their responsibilities regarding confidentiality and disclosure of conflicts of interest.

One evaluation team member who did not endorse the evaluation plan was added to the
evaluation team by the DIT Chief Executive at the time he approved the evaluation plan. The
other was added to the evaluation team through a deviation to the evaluation plan based on
advice from the DIT Procurement Committee.

DIT advised us that the evaluation plan was provided to the new members and their roles
and responsibilities in the evaluation process were discussed at the evaluation start-up
meeting. However, it is our view that attending the evaluation start-up meeting does not
confirm that the members understood and agreed with the evaluation process and their
responsibilities.

All other evaluation team members endorsed the evaluation plan.

DIT response

DIT acknowledges this finding and will ensure any new members formally
endorse the evaluation plan.
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5 Invitation to supply
5.1 Audit approach

We reviewed:

. the invitation to supply documents released to the market to assess whether they
were consistent with Procurement Services SA requirements and the approved
evaluation plan

. whether the following activities met the key probity principles in section 3.1:

—  release of invitation to supply documents

— industry briefings

—  clarifications and amendments to the invitation to supply documents
—  thereceipt and opening of invitation to supply responses.

5.2 Overview of the invitation to supply process implemented
by DIT

5.2.1 Release of invitation to supply documents

The invitation to supply was issued on 28 June 2022. It was open for three and a half months
and closed on 13 October 2022. The procurement was advertised to the open market
through the SA Tenders and Contracts website and invitation to supply documents were
distributed through an electronic data room.

Proponents were invited to submit offers for one or more contract areas as follows:

. Conforming offers (required): offers based on the current level of service, current fares
and complying with the mandatory Disability Standards for Accessible Public Transport.

. Non-conforming offers (optional): offers that provide greater efficiencies identified by
the respondent, including complying with the mandatory Disability Standards for
Accessible Public Transport.

In addition, respondents were able to submit one or more combined offers based on
offering a discount by combining contract areas.

Before being granted access to invitation to supply documents in the data room, interested
parties were required to certify that they and their authorised representatives would
observe the data room rules that DIT established. Interested parties were also required to
complete a confidentiality deed.

The invitation to supply documents included procurement process guidelines, specifications
and draft contract documents. To help interested parties prepare a response to the invitation
to supply, a range of due diligence information was also made available in the electronic
data room. This included fare pricing, historical patronage data, route information and
timetable information.
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The invitation to supply documents also included clear evaluation criteria, which were
consistent with the approved evaluation plan.

5.2.2 Industry briefings

To help potential proponents prepare their tender responses, five non-mandatory industry
briefings were held after the invitation to supply documents were released and before the
invitation to supply closed.

DIT used the industry briefings to discuss the procurement process and timeline, probity and
invitation to supply response requirements.

DIT kept a record of industry briefing attendees and minutes of matters discussed.
Documentation supporting the industry briefings was uploaded alongside the invitation to
supply documents, and questions and answers from the industry briefings were made
available to proponents through the data room. This ensured that all respondents had
access to the same information. The probity advisor attended all industry briefings.

5.2.3 Clarifications and amendments to the invitation to supply
documents

Proponents submitted a number of clarification questions to DIT through nominated
channels while the invitation to supply period was open. DIT also made a number of
amendments to invitation to supply documentation during the invitation to supply period to

provide additional or amended information to proponents.

Responses to clarification questions and updates to invitation to supply documents were
made available to all proponents through the data room.

5.2.4 Receipt and opening of invitation to supply responses

The evaluation plan specified requirements for receipting and opening tender responses. It
required that they be opened and recorded in line with DIT policies.

Tender responses were opened by two authorised officers, in the presence of the probity
advisor. A schedule of tenders recording the responses received was completed.

Responses were received from 11 respondents. There were no late tenders submitted.

Tender responses were stored in a secure location restricted to approved officers and the
evaluation team.
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6

Evaluation of invitation to supply responses

6.1 Audit approach

We assessed whether:

. invitation to supply responses were evaluated in line with the approved evaluation plan
. requests for further information and/or clarifications of responses were carried out in

line with the evaluation and probity plans

. the recommendations in the evaluation report were consistent with the outcome of
the evaluation process

. the evaluation report was endorsed by all evaluation team members.

We also reviewed whether DIT evaluated invitation to supply responses in line with the key
probity principles in section 3.1.

6.2 Overview of the invitation to supply evaluation

6.2.1 Evaluation process

Figure 6.1 provides a summary of the evaluation process, which was based on the approved
evaluation plan.

Stage

Figure 6.1: Invitation to supply evaluation process

Description

Completeness review to ensure proponents submit the information required for the
evaluation team to start evaluating responses and a mandatory evaluation criteria
assessment.

Individual and consensus qualitative assessments by the evaluation team of the non-price
weighted criteria for responses that met all mandatory criteria.

Presentations by proponents on their responses to enable the evaluation team to confirm
Or re-assess consensus scores.

Financial evaluations by the financial assessment team to validate pricing information
submitted by proponents.

r \ N\

Overall evaluation of responses including calculating and evaluating adjusted comparative
prices to determine initial rankings.
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Risk assessment to consider all risk aspects of submissions for the preferred proponents
for each contract area.

Financial viability assessments for preferred proponents to verify their financial capacity
and viability to deliver services.

Referee checks (if required).

Best and final offers and negotiations aimed at achieving better terms and conditions,
maximising potential value and minimising risks.

Final evaluation to confirm the preferred respondent for each contract area considering
the results from all the prior stages of the evaluation process.

6.2.2 Evaluation criteria

The evaluation team evaluated the invitation to supply responses against mandatory,
weighted and non-weighted criteria.

Mandatory criteria

The mandatory criteria sought to confirm that responses met requirements for:

operator and driver accreditation
approved and compliant vehicles
insurance arrangements

the Disability Discrimination Act 1992 (Cth)
safety plans and emergency management
an auditable ticketing system.

Weighted criteria

The non-price criteria had an overall weighting of 70% and assessed how well responses
addressed the following areas:

experience

operational

implementation

infrastructure

customer service and community consultation.

The tendered prices had an overall weighting of 30%.
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Non-weighted criteria

The non-weighted criteria sought to confirm with the respondents:

. whether they had any subcontracting arrangements

. whether they had any litigation or legal matters

. their level of compliance with the service specifications
. their level of agreement with the draft service contract.

6.2.3 Adjusted comparative price

The adjusted comparative price is a calculated price used to evaluate value for money. The
adjusted comparative prices were based on the:

. non-price and price weightings

. non-price weighted scores

. offered prices

. Standard Industry Participation Plan scores.

The evaluation plan indicated that the respondent with the lowest adjusted comparative
price for each contract area or combination contracts areas will normally be the preferred
respondent.

6.2.4 Clarifications

The approved evaluation plan allowed the evaluation team to undertake clarifications as
required at several stages of the evaluation process.

The evaluation team sought clarifications in writing from all respondents to:

. obtain evidence from them to support their response to some of the mandatory
criteria

. clarify responses that were not clear

. clarify and understand aspects of their offer.

6.2.5 Evaluation report

DIT prepared an evaluation report on the results of the evaluation of the invitation to supply
responses. The evaluation team’s recommendations on which proponents to award service
contracts to were consistent with the outcome of the evaluation process (ie the lowest
adjusted comparative price for that contract area).

The evaluation report was included as attachment to the purchase recommendation, which
was endorsed by all members of the evaluation team.
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6.3 Findings

6.3.1 Rationale for some decisions made during the evaluation not
sufficiently documented

Recommendation

DIT should ensure the rationale for decisions made during an evaluation are sufficiently
documented to:

. demonstrate that proper consideration has been given to any probity risks
. explain how fairness and impartiality was maintained for all parties
. ensure processes and decisions are transparent and able to withstand scrutiny.

DIT should also obtain probity advice to inform decision making as required.

Finding

We found instances in the evaluation of the invitation to supply responses where the
rationale for decisions made were not sufficiently documented to demonstrate how probity
risks were considered or mitigated. They are discussed below.

Missing information accepted after the invitation to supply had closed

During completeness checks on the invitation to supply responses, the evaluation team
identified that one response was missing pricing information for three of their non-conforming
offers. The evaluation team agreed to follow up the respondent to obtain this information
on the basis that it was an unintentional omission of information.

We found that the evaluation team’s rationale for this decision, including the consideration
of potential probity risks given that the invitation to supply had closed, was not documented
in the evaluation records.

DIT advised us that:

. the missing pricing information was considered a genuine unintentional omission of
information as the rest of the respondent’s response was complete

. it was necessary to request this information as the evaluation team could not assess
the value for money of the responses without it

. the respondent was intentionally given only two hours’ notice to provide the
information so that they could not construct information that was not already
developed.

As a result, DIT did not consider the submission of the missing pricing information to be a
late invitation to supply response or to give an unfair advantage to the respondent.
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We note that these non-conforming offers were ultimately unsuccessful. As such, the
decision to obtain the missing pricing information did not compromise the overall probity of
the procurement process.

Respondents allowed to resubmit Standard Industry Participation Plans

During the evaluation process, the evaluation team decided to give all respondents the
opportunity to resubmit their Standard Industry Participation Plans (SIPPs). Scores from
evaluating these plans formed part of the adjusted comparative price calculations.

The evaluation records explained that this decision was due to the inconsistency in SIPP
submissions, which strongly indicated that respondents generally did not understand how to
complete the SIPP template correctly.

However, we found that the evaluation records did not clearly document whether the
evaluation team:

. considered any potential probity risks and assessed whether any respondents would
be disadvantaged by other respondents resubmitting their SIPPs

. obtained probity advice to inform their decision.

DIT advised us that no respondents were disadvantaged as they were all given the
opportunity to resubmit their SIPPs. A briefing session was held with all respondents during
the evaluation process to provide clearer guidance on how to complete and resubmit the
SIPPs, which contained some areas that were prone to misinterpretation.

Our discussions with the probity advisor confirmed that they provided advice to the
evaluation team and believed that DIT’s decision was necessary to properly evaluate
invitation to supply responses based on accurate information.

In our view the evaluation team should have documented the rationale for its decision to
allow SIPPs to be resubmitted, including how potential probity risks were considered. This is
important for the accountability and transparency of decisions made during the evaluation
process.

DIT response

DIT acknowledges this finding and in future will document rationale for
decision making.

In relation to requesting bidders resubmit their Standard Industry Participation
Plans (SIPPs), it was evident there was a lack of understanding as all bidders
completed their SIPPs incorrectly. As a result, DIT in consultation with the
Office of the Industry Advocate, requested the resubmission of SIPPs so that
the SIPP score would be calculated on the appropriate costs being used in the
relevant section of the SIPP template, which for successful bidders become
contractual obligations and must be reported on every six months for the
duration of their contracts.
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7 Negotiations
7.1 Audit approach

We assessed whether DIT:
. developed and implemented a plan for negotiations with proponents
. maintained records of negotiation activity to ensure transparency and evidence

accountability for the negotiation process.

We also reviewed whether negotiation processes met the key probity principles in
section 3.1.

7.2 Overview of the negotiation process

7.2.1 A negotiation plan was developed and approved prior to
negotiations commencing

Procurement Services SA’s Sourcing Policy requires a negotiation plan to be prepared for all
contract negotiations to be undertaken for a complex or strategic procurement. The
procurement of regional bus operators was assessed as a strategic procurement.

We found that a negotiation plan was developed and was endorsed by the Steering
Committee at its 1 December 2022 meeting. It was approved by the DIT Deputy Chief
Executive in her capacity as Chair of the DIT Procurement Committee on 2 December 2022.

The negotiation plan addressed:

. negotiation objectives and strategy

. negotiation issues

. the State’s acceptable negotiation outcome and optimal negotiation outcome and the
suppliers’ anticipated position

. the make-up of the negotiation team and the timing and location of negotiations

. negotiation conduct, including probity considerations.

Proponents were provided with details of issues DIT wanted to negotiate and invited to a
negotiation meeting between 2 December 2022 and 6 December 2022. They were also
asked to provide a best and final offer. Negotiation meetings were then held between

6 December 2022 and 8 December 2022.

7.2.2 Negotiations did not commence until after all offers had been fully
evaluated

Procurement Services SA’s Negotiation Guideline states that negotiations should not take
place before offers are fully evaluated and a preferred supplier or shortlist of suppliers is
identified.

33



We found that invitation to supply responses were fully evaluated by the evaluation team
prior to commencing negotiations. The evaluation team completed its overall evaluation and
was satisfied with the ranking of offers produced by the adjusted comparative price
comparator, subject to negotiations on identified risk items and best and final offers.

7.2.3 Records of negotiation meetings were maintained and the probity
advisor attended the meetings

Negotiations with proponents were conducted through negotiation meetings held between
6 December 2022 and 8 December 2022. Proponents were also required to provide in
writing their position on each of the negotiation issues identified in the negotiation plan.

We found that DIT maintained minutes of the negotiation meetings.

Consistent with the negotiation plan, the probity advisor attended the negotiation meetings.
The minutes record that the probity advisor outlined the probity protocols for the
negotiation meetings.

7.2.4 All shortlisted proponents were given the opportunity to provide a
best and final offer

The evaluation plan provided that the evaluation team could seek best and final offers from
shortlisted respondents. In obtaining these offers an important probity principle is that all
shortlisted suppliers are given the same opportunity.

We confirmed that all shortlisted proponents were given the opportunity to provide a best
and final offer as part of the negotiation process.

7.3 Finding

7.3.1 Proponents for the Yorke contract were not given the same time
to provide their best and final offer

Recommendation

For future procurements DIT should ensure that all participants in a best and final offer
procurement process are provided with equal time to prepare their response.

Finding

We found that the proponents for the Yorke contract were not given the same amount of
time to prepare and provide their best and final offer. Specifically, we found that one
proponent was given 11 calendar days, while another was given nine calendar days.

The probity principle of equality requires that all proponents are given the same amount of
time to prepare and provide their best and final offer.
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We concluded that the probity of the procurement process was not compromised by a
respondent being given two less days to prepare its best and final offer as:

. it declined to submit a revised offer
. its offer was not assessed by the evaluation team as representing the best for value for
money.

For all other contract areas proponents were given the same amount of time to prepare and
provide their best and final offer.

DIT response

Both bidders referred to in this finding were given 7 business days, in
preference to calendar days, to respond.

Due to the practicalities of scheduling multiple meetings for fourteen different
contract areas to meet project and existing contract expiry timelines, DIT had
no other option than to schedule meetings using business days. DIT felt it
prudent to preserve fairness and equity to allow an equal amount of business
days for each bidder to respond. In each instance however further mitigations
will be considered that are practical.
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8 Purchase recommendation and contract
approval

8.1 Audit approach

We reviewed the purchase recommendation to ensure it:

. contained details of the evaluation and negotiation process and outcomes
. adequately addressed the requirements in Procurement Services SA’s Sourcing Policy
. was approved by the authorised person identified in the acquisition plan before the

service contracts were awarded

. met the key probity principles in section 3.1.

We also assessed whether the approval to enter into service contracts with the preferred
proponents was obtained in line with Treasurer’s Instructions 8 Financial Authorisations (TI 8).

8.2 Approval of the purchase recommendation and contract
execution

8.2.1 A purchase recommendation was approved recommending
preferred proponents

A purchase recommendation must be approved by the authorised person identified in the
approved acquisition plan before contracts are awarded. Procurement Services SA’s Sourcing

Policy specifies the matters that must be addressed in the purchase recommendation.

The evaluation team prepared and endorsed a purchase recommendation that included:

. a summary of the evaluation process

. the findings from the evaluation of tender responses

. the outcome of negotiations undertaken with proponents
. contract management and transition arrangements.

The purchase recommendation recorded that the evaluation team recommended by
consensus that service contracts be awarded to the proponents shown in figure 8.1 for a
term of eight years, with two extension options of two years each.

Figure 8.1: Recommend proponent for each contract

Contract Recommended proponent

Barossa

Fleurieu

LinkSA Pty Itd

Mount Gambier

Northern Adelaide Hills
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Contract Recommended proponent

Eyre Flinders

Premier Roadlines Pty
Ltd

Riverland
South East

.
s

Kangaroo Island

Mid North Deeprate Pty Ltd

Yorke

Port Lincoln on Demand
_
s N

Port Augusta Des’s Transport Pty Ltd
\ Y,

N

Port Lincoln School Tunarama Coachlines
§ Y,
e ™

Tatiara PG and MA Stone
4 y,

The purchase recommendation was:
. endorsed by the Steering Committee on 22 December 2022 and the DIT Procurement
Committee on 24 January 2023

. approved by the DIT Deputy Chief Executive (under delegation from the DIT Chief
Executive) on 16 February 2023.

The recommended proponent for the Tatiara contract was PG and MA Stone. After the
purchase recommendation was approved, PG and MA Stone sold their business to Swan Hill
Bus Lines, effective 31 May 2023. Swan Hill Bus Lines agreed to honour PG and MA Stone’s
offer for the Tatiara contract and a deed of transfer was executed on 16 June 2023.

8.2.2 Minister approved entering into service contracts in line with Tl 8
requirements

On 6 July 2023 the Minister approved awarding service contracts in line with the
recommendations made in the purchase recommendation.

Tl 8 establishes the authorisation regime for entering into agreements and incurring
expenditure through contractual arrangements. The Minister can approve the execution of a
contract over $15 million if they have taken into account advice from the Department of

Treasury and Finance on the budget impact and other relevant budgetary aspects associated
with the contract.

DIT obtained this advice from the Department of Treasury and Finance and provided it to the
Minister to consider in deciding whether to approve the awarding of the service contracts.

On 25 August 2023 the Minister executed contracts with the successful proponents.
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9 Compliance with the Passenger Transport
Act 1994

9.1 Audit approach

We reviewed:

. documents and made inquiries to ensure DIT complied with the requirements of the
PTA in the process leading up to and following the awarding of the service contracts

. the service contracts to ensure they complied with the mandatory requirements in
sections 40(1) and 41(1) of the PTA.

9.2 Overview of PTA requirements

9.2.1 PTA requirements in the process leading up to and following the
awarding of service contracts

The PTA requires the Minister to do specific things in conducting the process leading up to
and following the awarding of any service contract. For regional passenger transport
services, these include:

. appointing a person or people to conduct the tender process if the Minister
determines that a service contract should be awarded by tender (section 39(2a)(a))

. providing a report to:

—  the Economic and Finance Committee on the proposed tender and assessment
process (section 39(2a)(b))

—  the Auditor-General on the process leading to the awarding of the contracts
along with copies of the contracts awarded (section 39(3e))

. reporting on ministerial directions in connection with the process of awarding a service
contract (section 39(2a)(c)).

Figure A5.1 in Appendix 5 summarises the results of our review of whether the Minister

complied with the PTA requirements leading up to and following the awarding of the service
contracts.

9.2.2 Service contracts are required to meet mandatory requirements

The PTA requires service contracts to meet certain requirements detailed in sections 40(1)
and 41(1).

Figure A5.2 in Appendix 5 summarises the results of our assessment of the compliance of the
service contracts with the PTA.
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9.3 Finding

9.3.1 Minister’s report to the Economic and Finance Committee was not
provided within the time frame required by the PTA

Recommendation

For future passenger transport service tender processes, DIT should ensure the
Minister’s report on the tender and assessment process is forwarded to the Economic
and Finance Committee within 14 days of the invitation being published.

Finding

There was a minor non-compliance with section 39(2a)(b) of the PTA as the Minister’s report
on the tender and assessment process was not forwarded to the Economic and Finance
Committee within 14 days of the tender invitation being published.

We found that the Minister’s report was forwarded to the Economic and Finance Committee
on 13 July 2022, one day after it was due.

DIT response

DIT acknowledges this finding.
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10 Key contract provisions to protect the State’s
interests

10.1 Audit approach

We examined the service contracts to:

. assess whether they reasonably protect the State’s interests
. identify any risk exposures for the State
. identify matters that DIT should consider in managing the contracts.

We engaged a legal firm to help us examine the contracts.

10.2 Provisions in the contracts designed to protect the State’s
interests

10.2.1 Provision of services

The scope of services to be provided (ie routes and timetables) is detailed in schedule 3 to
the service contract.

The operators must provide the services in a proper, competent and professional manner, in
line with best industry practices, and with due care, skill and diligence. The operators are
required to do everything necessary and reasonable to ensure the safety of passengers and
the public. The operators must also maintain, and ensure that its drivers maintain,
appropriate accreditation to operate the services.

The Minister can, at any time, require a temporary or continuing change in the nature, scope
or level of the services or the operator’s operations. The Minister can also request the
operator to add a new route to the services. If the operator refuses (or fails) to add it, the
Minister can engage a third party to provide the new route.

The operators can also request changes to the services. If this occurs the Minister has the
discretion to approve the proposed service change and the operator must not act on the
change until it is approved.

Should the operator be unable to provide the services, it must help the Minister to facilitate
the continuity of services for the effected route(s).

Vehicles

The operators are responsible for ensuring:

. only approved vehicles are used to provide the services. An approved vehicle is a
vehicle that complies with the code of practice for buses, the PTA and any other
prescribed standards in place, and has been approved by the Minister as suitable to
provide the services
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. sufficient approved vehicles are maintained and available for use to ensure the
continuity of services

. vehicles are modern and air conditioned, and meet the requirements in the Disability
Discrimination Act 1992 (Cth) and the Disability Standards for Accessible Public
Transport 2002.

The service contracts also allow the Minister to inspect vehicles.
Risk and insurance

The operators must indemnify the Minister and the State for liability and losses resulting
from an operator’s default or breach of the contract and any acts or omissions of the
operator or its employees or subcontractors in delivering the services.

Further, operators are required to have certain insurances in place throughout the term and
for at least 12 months after the service contract expires or is terminated.

Service payment

A service subsidy is payable to the operators monthly. The subsidy payable may be reduced
for each trip where a service defect occurs® and each scheduled trip not provided due to
reasons outside the operator’s control. It is adjusted every month for changes in input costs
and service changes required by the Minister.

The operators are entitled to reimbursement of concessions fares sold to eligible passengers
in line with current reimbursement procedures. The Minister can change or withdraw these
procedures at any time, and without any payment or compensation to the operator.

For the Fleurieu contract with LinkSA, if after 12 months the operator reports an increase in
revenue above a baseline for a defined period the Minister may reduce the amount of the
annual service subsidy payable.

The service contracts also allow the Minister to require an operator to enter into discussion
to agree a revenue sharing model where the operator reports a fare revenue increase above
its 2024-25 fare revenue for 12 months or more.

The Minister also has the right to set off amounts owed to it by the operator under the
contract against the service subsidy and other payments payable to the operator by the
Minister under the contract.

A service defect is where a vehicle departs from a place nominated in the timetable before the time stated
in the timetable or more than 10 minutes after (30 minutes after in case of vehicle breakdown). It also
includes a trip scheduled in the timetable that does not take place or does not include the whole route.

For the Eyre Flinders, Riverland and South East service contracts with Premier Roadlines, a trip that departs
after the time stated in the timetable is not a service defect.
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10.2.2 Performance monitoring

The service contracts require regular reporting by the operators on their performance. This
includes operational matters and financial reporting. To facilitate this the operators are
required to implement and maintain an appropriate information management system.

The Minister also has broad audit, inspection, access and information gathering rights to
investigate or verify any aspect of the operator’s performance and information provided
under the contract.

The operators are obliged to immediately report to the Minister any:

. incident or event resulting from the services that involves the loss of life or injury to
any person

. circumstance that may compromise the safety of passengers or other members of the
public

. event that is likely to substantially disrupt or alter the delivery of the services.

Performance standards and KPl management

The operators must meet specified performance benchmarks against eight KPIs. The service
contracts note that the KPIs reflect the State’s priorities for contract performance and cover
service reliability, reporting, safety and customer service.

If an operator fails to meet a KPI it must, at its own cost:

. investigate the cause of the failure

. within five business days of the failure, prepare a report to the Minister that addresses
the failure

. immediately take action as may be determined by the Minister to minimise the impact

of the failure

. correct the failure and continue to meet the KPI, including establishing a remedy to
ensure the KPI is met in the next reporting period.

Where there are consistent or significant KPI failures, the Minister can request the operator
to provide and implement a detailed cure plan. A failure to provide and/or implement a cure
plan can result in a Corrective Action Notice being issued or termination of the service
contract.

The KPlIs can be renegotiated annually, if required by the Minister and agreed to by the
operator.

10.2.3 Corrective action, step-in rights and termination
Corrective action

The Minister may issue an operator a Corrective Action Notice if an operator is not
complying with the service contract, the service specification in a material respect or fails to
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adhere to the performance benchmarks. If the operator fails to comply with the Corrective
Action Notice, the Minister can impose conditions on its continued supply of the services or
terminate the service contract.

Step-in rights and termination

The service contract allows the Minister to exercise step-in rights or terminate the service
contract in certain circumstances, including when:

. the Minister considers the operator to be insolvent or unable to perform its obligations
under the service contract

. the operator is in breach of the service contract, including failure to comply with
performance benchmarks three or more times within a six-month period (even if
remedied)

. the operator is in breach of its statutory obligations to its employees

. the operator ceases to hold appropriate accreditation to operate the service.

The Minister can also exercise step-in rights in the event of an emergency or if the Minister
believes it is necessary to secure the ongoing performance of all or any part of the services.
The step-in rights include:

. taking total (or partial) possession of work sites, vehicles and other equipment used for
the services

. instructing or directing any subcontractors engaged by the operator to perform the
services

. requiring the operator to assign all rights and benefits under any existing supply,

subcontract, employment or other agreements relating to the services.

The operator is required to cooperate at its own cost with the Minister or its nominee
exercising step-in rights.

The operator has no right to compensation or allowance from the exercise of step-in rights.
Further:

. the operator indemnifies the Minister for any cost or liability incurred by the Minister
in exercising step-in rights®

. any losses incurred by the Minister in exercising step-in rights will be a debt due and
payable by the operator.

The operator is also not entitled to any fares collected by the Minister or its nominee while
performing the operator’s tasks when exercising step-in rights.

°  For the Eyre Flinders, Riverland and South East contracts with Premier Roadlines, the operator is not
required to indemnify the Minister to the extent that the cost or liability is directly caused by the Minister
exercising step-in rights or the possession, use or operation of a vehicle during the exercise of step-in-rights.
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The Minister can at any time, and without cause, elect to terminate the agreement for
convenience. This is subject to providing three months’ notice.’® Where the Minister
terminates the agreement for convenience, the operator has no claim aside from the right to
be paid for services provided before the termination date.

External funding agency

For some services an external funding agency (such as a local council or regional health
service) is funding or contributing to the cost of a service or services. Several service
contracts identify external funding agencies and funded services.!?

Should the funding agency cease or fail to fund the relevant service, the Minister may
terminate the provision of the funded service and the operator will not be entitled to
compensation.

10.2.4 Dispute resolution

In the event of a dispute between the parties, the service contracts prohibit either party
from commencing legal proceedings (other than immediate interlocutory relief or other
interim remedy in case of emergency) without first:

. giving the other party written notice of the dispute

. meeting with the other party’s representatives and using reasonable endeavours to try
to resolve the dispute.

10.3 Risk exposures for the State

10.3.1 Certain matters not provided for in the service contracts

We identified the following provisions that were not included in the service contracts. This
could present risks inherent to engaging private operators to provide services:

. Performance guarantee — a guarantee from a parent company or guarantor under
which the guarantor undertakes to fulfil the operator’s obligations under the contract
in the event of default by the operator.

. Bank guarantee — an unconditional bank guarantee entitling the Minister to draw
down on the amount of the bank guarantee if the operator is in breach of the contract.

. Disengagement and transition out — a requirement for the operator to prepare a
disengagement plan (for the Minister’s approval) for the smooth disengagement and
transition of the services to a new service provider at the end of the term of the
service contract.

It is important that any emerging risks are addressed as part of the contract management
arrangements.

10 For the Eyre Flinders, Riverland and South East contracts with Premier Roadlines six months’ notice must be
given to terminate the contract for convenience.
11 The service contracts with external funding provided for some services are Tatiara and Fleurieu.
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10.3.2 Fare revenue overestimated by the operator, increasing the risk
the operator cannot provide the services profitably

As the service contracts are ‘net cost’ contracts'? they rely on each operator having
determined its anticipated fare revenue accurately and the weighting mix of the cost inputs
used to index the service subsidy payments remaining reasonably stable for the term of the
contract.

If the operator has overestimated its expected fare revenue or the weighting of its cost
inputs change over time, there is a risk that it may be unable to continue to provide the
services profitably. This could result in:

. service quality issues or disruptions of services due to cost cuts

. contractual breaches and/or the operator notifying the Minister that it cannot (or will
not) continue to perform the service contract.

These events would likely result in additional costs to the Minister. As noted, the Minister

does not hold a guarantee or other performance security from the operators to cover such
risks and costs.

10.4 Contract management considerations

It is essential that DIT ensure it has robust contract management processes to effectively
manage the service contracts, including processes for verifying the accuracy of any
operational and financial information reported by operators. For instance, the contract
manager should consider:

. obtaining evidence of the operators’ insurance policies and accreditation status

. confirming the number of vehicle trips affected by service defects to confirm the
monthly subsidy payment

. taking steps to confirm whether any third parties hold interests (including security
interests) over any assets of the operator used to perform the services.

12 1n a ‘net cost’ contract the operator retains the fare revenue collected from passengers.
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Appendix 1 — Audit mandate, objective and scope

Our mandate

This review was conducted under section 39(3f) of the Passenger Transport Act 1994 (PTA).

The PTA requires the Minister, on awarding service contracts to operate regular passenger
services with a value of $4 million or above, to provide the Auditor-General with:

. a copy of the service contracts
. a report on the processes leading to the award of the contracts.

The PTA requires the Auditor-General to examine the contracts and prepare a report to
Parliament on the probity of the processes that led to them being awarded.

Section 39 of the Passenger Transport Act 1994
The relevant provisions of section 39 of the PTA are:

(3e) If under a service contract awarded under this section the Minister is, or
is reasonably expected to be, liable to make payments equal to or
exceeding 54 000 000 (in total) over the term of the contract, the
Minister must, within 28 days after awarding the contract, forward to
the Auditor-General—

(a) acopy of the contract; and
(b) areport which describes the processes that applied with respect to
the awarding of the contract.

(3f) The Auditor-General must, within the period of 4 months after the
receipt of a service contract and report under subsection (3e)—

(a) examine the contract; and
(b) prepare a report on the probity of the processes leading up to the
awarding of the contract.

(3g) Section 34 of the Public Finance and Audit Act 1987 applies with respect
to the examination of a service contract, and the preparation of a report,
under subsection (3f).

(3h) The Auditor-General must deliver copies of a report prepared under
subsection (3f) to the President of the Legislative Council and the
Speaker of the House of Assembly.

Our objective

The objective of our review was to conclude on:

. the probity of the process leading up to the awarding of service contracts for provision
of regional bus passenger transport services
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. whether the service contracts meet the requirements of the PTA.

What we reviewed and how

The probity of the process leading up to the awarding of service contracts

As required by section 39(3f) of the PTA we reviewed the probity of the procurement
process leading to the award of 14 contracts in August 2023 for regional bus passenger
transport services.

To assess the probity of the procurement process we considered whether DIT effectively
implemented a procurement process that addressed:

. concepts and requirements in the SA Government procurement framework
. the probity principles in section 3.1.

In conducting this review, we also considered whether:

. procurement procedures, processes and probity controls outlined in the procurement
acquisition plan, evaluation plan and probity plan were effectively implemented

. invitation to supply (tender) requirements were followed.

Assessment of whether the service contracts comply with the requirements of
the Passenger Transport Act 1994

In examining the service contracts we assessed whether the Minister addressed specific
requirements in the PTA in conducting processes leading up to and following the awarding of

the service contracts.

We also assessed whether matters required to be included in the contracts by the PTA were
included, and considered whether the contracts protect the State’s interests.

We engaged a legal firm to help us examine the contracts and review legal compliance with
the PTA.

What we did not review

Our review was limited to the Auditor-General’s mandate in section 39 of the PTA. We did
not review:

. the extension of existing service contracts
. the arrangements DIT implemented to transition to the new service contracts
. the contract management framework (including plans) developed to help manage the

new service contracts.
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Appendix 2 — Response from Chief Executive, Department
for Infrastructure and Transport under section 37(2) of the
Public Finance and Audit Act 1987

OFFICIAL

Government
of South Australia

In reply please quote #20993274 e
3 . ‘epartment Tor Infrastructure
Enquiries to dit.officeofthechiefexecutive@sa.gov.au and Transport

OFFICE OF THE
CHIEF EXECUTIVE

83 Pirie Street

Adelaide SA 5000

Kaurna Country
Mr Andrew Blaskett GPO Box 1533
Auditor-General Adelaide SA 5001

DX 171
Level 9, State Administration Centre ¢
200 Victoria Square dit.sa.gov.au
Adelaide SA 5000 ABN 92 366 288 135
records@audit.sa.gov.au Build. Move
Connect

Dear Mr Blaskett
Audit of Regional Bus Services Procurement - Phase 1

The Department for Infrastructure and Transport (the Department) acknowledges the Auditor-General’s
report on the audit of the Regional Bus Services Procurement - Phase 1 Contracts 1-14, noting that:

e There were no specific probity matters that would suggest the procurement process was
compromised.

e The Department designed and implemented processes for conducting the procurement that were
consistent with sound probity principles.

e In carrying out the processes, the Department maintained sufficient documentation consistent
with appropriate probity standards for most areas of the procurement, noting there were some
areas that could be improved in future procurements.

e The contracts meet the requirements of the Passenger Transport Act 1994 and contain a broad
range of contractual provisions that should help to protect the State’s interests.

The Department has responded to the individual findings and recommendations in the body of the report.

I trust this information is of assistance and would like to thank your office for collaboratively working with
the Department in the completion of this audit.

Yours sincerely

elan
Chiief Executive

\ °\ December 2023

eference number: #20993274 ragR e
Reference number 1993274 OFFICIAL i o
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Appendix 3 — Contract areas by service operator
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Appendix 4 — Chronology of events

Date Event
2021
March to May Consultation with councils, Community Passenger Networks, service

providers and industry bodies.
July Market sounding.

11 August The then DIT Chief Executive is appointed by the then Minister to conduct
the procurement process under section 39(2a)(a) of the PTA.

17 August The then DIT Chief Executive executes a 12-month contract extension for
the existing contracts covering contract areas in the Phase 1 procurement.

23 August Probity advisor engaged to provide independent probity advice for the
procurement process.

2022

17 January The SA Government approves the procurement framework for regional
bus services.

12 May The current Minister appoints the current DIT Chief Executive to conduct
the procurement process under section 39(2a)(a) of the PTA.

14 June The SA Government approves DIT approaching the open market by means
of an invitation to supply to procure regional bus services, split across two
phases.’?

23 June DIT Chief Executive approves the acquisition and evaluation plans.

28 June Invitation to supply documents released to the market.

4-8 July Industry briefings conducted.

13 July Minister provides a report to the Economic and Finance Committee on the
invitation to supply process in line with section 39(2a)(b) of the PTA.

13 October Invitation to supply closes.

22 December Regional Bus Services Procurement Steering Committee endorses the draft
purchase recommendation.

2023

10 January Probity advisor issues probity report on the invitation to supply process.

11 January Evaluation team endorses the purchase recommendation.

24 January DIT Procurement Committee endorses the purchase recommendation.

16 February DIT Deputy Chief Executive approves the purchase recommendation

(under delegation from the DIT Chief Executive).

13 Minister’s report to the Auditor General, Passenger Transport Services, Contract No. 21C476, Regional Bus

Services Procurement Phase 1 Contracts 1-14, August 2023.
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Date
22 February

6 July

25 August

13 September

1 October

Event

DIT Deputy Chief Executive executes a further 3-month contract extension
for the existing contracts covering contract areas in the Phase 1
procurement.

Minister provides financial authorisation to enter into the new contracts in
line with TI 8.

Minister executes service contracts with successful proponents.

Minister provides the Auditor-General with a copy of the service contracts
awarded and a report on the process leading to their award as required by
section 39(3e) of the PTA.

Contractors commence providing services.
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Appendix 5 — Compliance with sections 39, 40 and 41 of
the Passenger Transport Act 1994

Figure A5.1: Compliance with the PTA in the process leading up to and

Section of the PTA

39(1) — Contract for
passenger transport
services

39(2a)(a) — Minister’s
appointment of
person(s) to conduct
the tender process

39(2a)(b) — Report to
the Economic and
Finance Committee

39(2a)(c) — Minister’s
directions during the
assessment or
selection process

39(3e) — Report to the
Auditor-General

following the awarding of service contracts

Summary of requirement

The terms and conditions for passenger
transport services are to be set outin a
service contract between an operator and the
Minister.

The Minister must appoint a person(s) to
conduct the tender process, including the
assessment of responses.

The Minister must prepare and forward a
report to the Economic and Finance
Committee within 14 days after the tender
invitation is published.

The report is to include details of the
proposed tender and assessment process.

The Minister must forward a statement of any
directions made during the assessment
process to the Economic and Finance
Committee within 14 days of the direction
being given.

Any directions must also be published in the
annual report of the Minister’s department
for the relevant financial year.

The Minister must forward a copy of the
contract and a report that describes the
processes leading up to the awarding of the
contract to the Auditor-General within 28
days of awarding the contract if the total
contract value exceeds $4 million.
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Audit findings

The Minister complied
with section 39(1) of the
PTA.

The Minister complied
with section 39(2a)(a) of
the PTA.

The Minister complied
with section 39(2a)(b) of
the PTA with one minor
exception.

The Minister’s report to
the Economic and Finance
Committee was not
forwarded within 14 days
after the tender invitation
was published.

The Minister did not make
any directions during the
assessment process.

The Minister complied
with section 39(3e) of the
PTA.



Figure A5.2: Service contract compliance with mandatory requirements in the PTA

Section of the PTA
40(1)(a) — Period of
operation

40(1)(b) — Termination

40(1)(c) — Standard of
services

40(1)(d) — Scale of
service levels

40(1)(e) — Fares

40(1)(f) -
Remuneration

40(1)(g) — Other
matters

41(1) — Regions or
routes

Summary of requirement

The service contract must include the period
for which it operates.

The service contract must include the manner
in which it may be terminated.

The service contract must include standards
relating to the provision of services.

The service contract must include a scale of
service levels.

This refers to the periods of time when
services are to be operated, the extent of
operations and the frequency of operations
during the specified periods.

The service contract must include the fares to
be charged.

The service contract must include the manner
in which the contractor will be remunerated
or gain revenue from the provision of
services, including any subsidy arrangements.

The service contract must include other
matters required by the PTA or the
regulations specified in the service contract.

The service contract must specify a region or
route of operation.
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Audit findings

All service contracts
complied with section
40(1)(a) of the PTA.

All service contracts
complied with section
40(1)(b) of the PTA.

All service contracts
complied with section
40(1)(c) of the PTA.

All service contracts
complied with section
40(1)(d) of the PTA.

All service contracts
complied with section
40(1)(e) of the PTA.

All service contracts
complied with section
40(1)(f) of the PTA.

All service contracts
complied with section
40(1)(g) of the PTA.

All service contracts
complied with section
41(1) of the PTA.



Appendix 6 — Glossary of abbreviations used in this report

Abbreviation
DIT

KPI

Minister

PTA

Steering Committee
SAPTA

SIPP

TI 8

Description

Department for Infrastructure and Transport
Key performance indicator

Minister for Infrastructure and Transport
Passenger Transport Act 1994

Regional Bus Services Procurement Steering Committee

South Australian Public Transport Authority

Standard Industry Participation Plan

Treasurer’s Instructions 8 Financial Authorisations

54









	Blank Page
	Blank Page


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




