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Procurement Advisory Notice 27/2021 

For buyers - International procurement and foreign currency exchange: 

When procuring goods and services from international markets, transactions can be settled in either 
Australian Dollars or the supplier’s domestic currency (international currency, e.g., United States 
Dollar, Euro, Pound Sterling, Japanese Yen). 

When procuring in an international currency, there is a foreign exchange risk regardless of what 
currency is utilised. 

Foreign exchange risk 

The risk associated with foreign exchange is that an entity’s (in this case one of the parties to the 
procurement activity) financial position will be negatively impacted because of fluctuations in the 
exchange rate between the Australian Dollar and another currency. 

The nature of the risk varies depending on whether the procurement is settled in Australian Dollars or 

an international currency: 

• Procurement settled in Australian Dollars. If it is agreed to use Australian Dollars, the 

foreign supplier will often add a premium to the purchase price as compensation for being 

exposed to the foreign exchange risk associated with their need to convert their preferred 

currency into Australian Dollars. 

• Procurement settled in an international currency. If it is agreed to use an international 

currency, the buyer (i.e., the Queensland Government agency) is exposed to the foreign 

exchange risk which could result in increased costs when settling the procurement activity if 

the exchange rate fluctuates unexpectedly. 

Measures to manage foreign exchange risk 

Dual currency pricing 

The Under Treasurer has requested that dual pricing (i.e., pricing in Australian Dollars and an 

international currency) be sought for all Relevant procurement activities to ensure fair pricing. 

Relevant procurement activities included any purchase over $250,000 for: 

• goods predominantly manufactured overseas and procured from an onshore office or local 

distributor; or 

• goods predominantly manufactured overseas and procured directly from an overseas 

supplier. 

Securing a quote in both currencies allows the agency to identify the lowest cost option.  

Queensland Treasury Corporation 

To promote the efficiency and timeliness of government agencies entering into derivative transactions 

to manage foreign exchange risks, the Treasurer has granted General Approvals for departments and 

prescribed statutory bodies to enter into foreign currency transactions through Queensland Treasury 

Corporation (QTC). An example process using the services of QTC is provided at the end of this 

Procurement Advisory Notice. 

Alternative independent foreign currency hedging 

Agencies can seek approval from the Treasurer to undertake independent hedging activity through a 

private financial institution or broker which can mitigate exchange rate risk. 

Where to go for more information 

For information on foreign exchange risk management, please contact QTC’s Treasury Management 

Advisory team via email clients@qtc.com.au or telephone (07) 3842 4764. 

mailto:clients@qtc.com.au


PAN 29 – International procurement and foreign currency exchange 

 

 

1 August 2021 (Version 1.0)  2 

For information on Derivative Transactions as outlined in the Financial Accountability Handbook, 

please click here for Volume 3 Reference 3.18. The Financial and Performance Management 

Standard 2019 requires agencies to have regard to the Financial Accountability Handbook when 

establishing their internal control systems and processes. Agencies must comply with the contents of 

the Handbook when they apply to agency circumstances. 

For information on the Treasurer’s Approvals, please contact Mr John Clifton, Assistant Under 

Treasurer, Budget Strategy and Financial Reporting via email john.clifton@treasury.qld.gov.au or 

telephone (07) 3035 3361. 

Please refer to A Guide to Risk Management June 2020, Queensland Treasury for more information 

on how risks can be managed by all Queensland Government agencies. 

Example process for government buyers using QTC 

1. The agency requests dual currency pricing. In this example, an agency is procuring specialist 

equipment from a supplier based in the United States. The agency requests and receives a 

dual currency quote: USD $1 million or AUD $1.5 million. 

2. The agency enters a contract agreeing to use the cheapest currency. In this case, based on 

current exchange rates, it is the pricing in USD.  

3. The agency mitigates the foreign exchange risk by contacting QTC and forming a new 

agreement to reimburse QTC for all payments made to the supplier on your behalf. 

4. The supplier delivers the specialist equipment and issues the agency with a USD $1 million 

invoice. 

5. The agency provides QTC with the invoice. QTC makes the payment to the supplier on your 

behalf in USD, while the agency reimburses QTC an agreed amount in AUD. 

https://s3.treasury.qld.gov.au/files/FAH-Volume-3-updated-Nov-2019.pdf
mailto:james.sylvester@treasury.qld.gov.au
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