
OFFICIAL   

DEPARTMENT OF INDUSTRY, SCIENCE, ENERGY AND RESOURCES 

OFFICIAL   

MS22-000558 

To: Minister for Industry and Science (For Information) 

ANAO AUDIT - PROCUREMENT OF DELIVERY PARTNERS FOR THE 

ENTREPRENEURS' PROGRAMME, AND NOTIFICATION OF NON-COMPLIANCE WITH 

THE COMMONWEALTH PROCUREMENT RULES   

 

Recommendations: That you 

1. Note the ANAO audit of the Procurement of Delivery Partners for the Entrepreneurs’ 

Programme, and that the department expects media scrutiny when the audit is tabled 

on 24 June 2022.  

Noted / Please Discuss 

2. Note that the department’s non-compliance with the Commonwealth Procurement 

Rules in the conduct of the procurement is a significant issue of which I must notify 

you (paragraph 16 refers), and the Finance Minister (Attachment E), under 

section 19(1) of the Public Governance, Performance and Accountability Act 2013. 

                                                                                                  Noted / Please Discuss 

Minister:  Date: 

Comments: 

 

 

Clearing Officer: 

Sent: 22/6/2022 

Secretary Mob: 

Contact Officer: Deputy Secretary Mob:

 

Key Points:  

1. The Entrepreneurs’ Programme, as a successor to Enterprise Connect, has supported 

over 22,000 Australian companies to strengthen and grow since its launch in 2014. 

However, the ANAO’s audit found the department’s administration of the procurement of 

delivery partners in late 2019 and early 2020 was deficient in significant respects and fell 

short of the appropriate standards of transparency, consistency and fairness.  

a. The department has agreed to all of the ANAO’s recommendations and 

commenced implementing them as a matter of priority. We take this matter very 

seriously and are determined to uplift our capability and processes to ensure no 

repeats of these issues. 
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2. The ANAO audit examined whether the design and conduct of the procurement process

for delivery partners for the Entrepreneurs’ Programme complied with the

Commonwealth Procurement Rules (CPRs), and whether the signed contracts are being

appropriately managed. The Auditor-General has provided an embargoed copy of the

audit directly to you. The ANAO audit concluded:

a. The design and conduct of the procurement did not comply with the CPRs, and

the signed contracts are not being appropriately managed.

b. In its conduct of the procurement, the department did not demonstrably achieve

value for money and “fell short of the ethical requirements set out in the CPRs”.

There was not open and effective competition as competing tenders were not

treated fairly or equitably, and probity risks were not appropriately managed.

c. The contract management framework is inadequate and the contracts do not

include an effective performance management framework.

3. The department takes seriously the important issues raised in the ANAO audit and we

have agreed to all 10 recommendations (recommendation 6 is agreed in principle – see

below). A copy of the department’s public response to the audit is provided at

Attachment A.

4. While the department fell short of the ethical requirements in the CPRs for transparency,

consistency and fairness, departmental officials were not found to have breached the

requirements relating to honesty, integrity, proper use of an individual's position, and

accepting inappropriate gifts or hospitality.

Future of the Entrepreneurs’ Programme 

5. The ANAO audit recommends (recommendation 6) that the department should not

extend the existing delivery partner contracts, and should conduct a new procurement

process to be completed before the existing contracts expire on 30 June 2023. The

department agreed in principle to this recommendation, as any new procurement

process would be subject to Government consideration about the design and future of

the programme.

a. Given the deficiencies identified in the ANAO Audit, we do not support extensions

to the existing delivery partner contracts.

b. While the Entrepreneurs’ Programme has been instrumental in supporting some

businesses, we expect criticism of the department’s administration of the

programme may damage its brand.

6. More fundamentally, we believe it is timely to reconsider – and, potentially, reset – the

approach to supporting SME innovation. This means ensuring that any measures to

support SMEs are aligned with your priorities and key Government policies relating to,

for example, job creation, skills development, building sovereign capability, and lifting

national productivity.

a. With your agreement we will work with you to develop options along these

lines. This should include considering the future of the various measures

currently in place under the Entrepreneurs’ Programme, and what, if any,

procurement processes should occur in future.
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Department’s Implementation of ANAO recommendations 

7. The ANAO audit made nine other recommendations that relate to improving

transparency, consistency, record-keeping, engagement of probity advisers, as well as

management of contracts, performance, and conflict of interest.

8. Some work of this nature had already been in train within the Department before this

ANAO audit, but the department is now explicitly implementing these recommendations

as a matter of priority, both at the programme level and department-wide, including:

a. putting in place a strengthened contract management framework

b. immediate improvements to procurement frameworks and compliance, and a

quick “review of the health” of existing procurements and contract management

c. a holistic review of the function and delivery method of procurement and contract

management services, with attention to people, processes and systems

d. implementing a coherent governance framework including a centralised and

strengthened approach to the management of probity and conflicts of interests

with clear expectations and line of sight from the departmental executive.

9. Given the seriousness of the audit findings, I sought independent external advice to

verify the facts and circumstances underpinning the findings (the Auditor-General’s

permission was sought to share the ANAO’s section 19 proposed report with the

independent consultant). This advice informed the department’s response, and included

recommendations which the department will also implement.

Key risks and sensitivities: 

10. Beyond adverse publicity and reputational damage to the programme and the

department, there is a material risk of claims in light of the breach of CPRs.

Unsuccessful tenderers may seek compensation or remedy through several legal

channels, including claims under the Government Procurement (Judicial Review) Act

2018 (Cth) and common law (e.g., by way of negligent misstatement).

11. Stakeholders may approach you or your office, expressing concern and requesting

remedial action. Those from incumbent delivery partners would be concerned about

reputational risk, and related implications for their operations and future participation in

government procurements. They may also want certainty about the future of their

contracts and may put forward a case for contract extension. Stakeholders from

unsuccessful tenderers may come directly to you to seek compensation or remedy, or

assurances about the department’s future management of procurements and contracts.

a. All stakeholders, media, and claims for compensation should be referred to the

department.

12. To manage these risks, the department will work closely with affected stakeholders, and

public messaging will focus on the actions and improvements the department is

implementing in response to the audit findings. We have already advised Comcover of

the potential claim for damages.
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13. Suggested talking points for you are at Attachment B.

14. Information on the delivery partners, and an overview of the Entrepreneurs’ Programme

are provided at Attachments C and D respectively.

Notification of significant non-compliance 

15. As the accountable authority, under section 19 of the Public Governance, Performance

and Accountability Act 2013 (PGPA Act), I am required to notify you and the Finance

Minister of any significant non-compliance with the PGPA Act and related instruments

(CPRs included).

16. In relation to this procurement, the non-compliance related to:

a. not disclosing to the market accurate information about the evaluation criteria and

evaluation method;

b. the manner in which evaluation of tenders was undertaken, including by

evaluating submissions that did not satisfy conditions for participation and/or

minimum format and content requirements;

c. omitting to maintain a level of documentation that was commensurate to the

scale, scope and risk profile of the procurement;

d. failing to actively manage conflicts of interests;

e. involving incumbent providers in the redesign project which resulted in their early

and inequitable access to information;

f. the procurement processes used to engage external advisers.

17. The non-compliance is considered significant due to the likely impact on the reputation of

the program and the department, and the high value of the programme and the

associated procurements.

a. The program of work underway to implement the ANAO audit recommendations

will address these issues and ensure compliance with all requirements under the

PGPA Act and related instruments.

18. In accordance with section 17 of the PGPA Act, the Department’s Annual Report 2021-

2022 will include a brief summary of the instances of non-compliance, and an outline of

actions taken to remedy the non-compliance.

19. A copy of the notification to be sent to the Finance Minister is at Attachment E. The letter

will be sent as soon as the audit is tabled.

Consultation: YES 

20. Internal - Executive Board; Assurance and Audit Committee; Internal Audit team;
General Counsel; Chief Finance Officer.
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Attachments 

A: Department’s response to the ANAO audit 

B: Suggested talking points 

C: Snapshot profile of delivery partners 

D: Overview of the Entrepreneurs’ Programme  

E: Copy of letter from Secretary to Finance Minister 
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          Attachment B 

Suggested Talking Points 

• The ANAO audit raised serious issues around the department’s procurement of 
delivery partners for the Entrepreneurs’ Programme in 2019-20, and in the ongoing 
management of contracts.  

• I’m pleased that my department is taking the audit findings very seriously and has 
already started implementing the ANAO’s recommendations as a matter of priority, 
both for this program and for the department more broadly.  

If asked and subject to your views about the future of the program: 

• The Government is absolutely committed to supporting small business.  

o Such support can be particularly critical during times of crisis (such as 
bushfires, floods and the COVID-19 pandemic) and in ongoing efforts to 
support SME competitiveness and innovation.  

• I will work with my department to implement the Government’s plans to strengthen 
support for small business, create jobs, boost vital skills, bring industry expertise 
back on shore, and supercharge national productivity. This includes looking at the 
future of the Entrepreneurs’ Programme.  

If asked about the Government’s approach to procurement: 

• The Government recognises that procurement policy is a major economic lever to 
drive economic recovery from COVID-19.  

o We will improve the way Australian Government procurements and contracts 
work, ensuring more opportunities are available to Australian businesses, 
including SMEs. We have a detailed plan for how we will do this.   

If asked about changes the department is implementing to address the ANAO’s 
recommendations: 

• That is a matter for my department.  
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Industry House - 10 Binara Street, Canberra City, ACT 2601 - GPO Box 2013 Canberra ACT 2601 - www.industry.gov.au - ABN: 74 599 608 295 

 

OFFICE OF THE SECRETARY 

 
MS22-000558 

Senator the

Minister for Finance 

Parliament House 

CANBERRA ACT 2600 

 

 

Dear Minister 

 

In accordance with Section 19 of the Public Governance, Performance and Accountability Act 

2013 (PGPA Act) I, as the Accountable Authority of the Department of Industry, Science, 

Energy and Resources (the department), am required to notify you as soon as practicable after 

becoming aware of a significant issue that has affected the entity, and reported to the responsible 

Minister. 

 

A recent performance audit of the Entrepreneurs’ Programme (EP) conducted by the ANAO 

identified instances of non-compliance with the Commonwealth Procurement Rules (CPRs) 

concerning a procurement undertaken in late 2019 and early 2020. 

 

Instances of non-compliance relate to: 

 

a. not disclosing to the market correct information about the evaluation criteria and 

evaluation method  

b. the manner in which evaluation of tenders was undertaken, including by evaluating 

submissions that did not satisfy conditions for participation and/or minimum format and 

content requirements 

c. omitting to maintain a level of documentation that was commensurate to the scale, scope 

and risk profile of the procurement 

d. failing to actively manage conflicts of interests 

e. involving incumbent providers in the redesign project which resulted in their early and 

inequitable access to information  

f. the procurement processes used to engage external advisers. 

 

The non-compliance is considered significant due to its likely impact on the reputation of the 

program and the department, and the high value of the program including the related 

procurement activities. 

 

An independent review of the circumstances surrounding the conduct of the EP procurement has 

provided the department with a specific set of actions to address these and other probity related 

issues, and a specialist team led by a senior officer has been formed to implement those actions 

as a matter of priority. 
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c:\users\ab6007\appdata\local\microsoft\windows\inetcache\content outlook\y9wowash\ms22-000558 attachment e - secretary letter to finance minister (002) docx 23 March 2023  4:52 PM 

 

The responsible Minister for the department has been notified of this matter and the corrective 

actions being implemented by the department. 

 

Yours sincerely 

 

 

 

   March 2023 
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