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TRANSPARENCY REPORT: MAJOR PROJECTS

This report has been prepared for submission to Parliament under the provisions of section 25
of the Auditor General Act 2006.

The objective of this review is to provide transparency to Parliament and the public around the
cost and time performance of 15 major State government projects.

| wish to acknowledge the entities’ staff for their cooperation with this report.

CAROLINE SPENCER
AUDITOR GENERAL
29 October 2020
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Auditor General’s overview

The State Government, often with joint investment from the
Commonwealth Government, invests billions of dollars each year in major
projects to build roads, hospitals, schools, prisons and other government
infrastructure for the people and economy of Western Australia. Despite
this significant investment of public money, Parliament and the public
cannot easily access information on the progress of these projects.

My Office has commented on this lack of transparency in a number of

previous reports.! Similarly, the Western Australian Government’s 2018 Special Inquiry into
Government Programs and Projects recommended that government ‘provide information
about major projects in an accessible and transparent way to the public.’

It is my view that Government should provide regular public reporting on the status of major
projects to Parliament and the public. Public reporting will serve to satisfy public interest,
promote accountability, and build community trust and confidence around the management
of these major public investments. It is my intention to periodically report and track a
selection of major projects until Government fills the gap.

Many State government entities have reprioritised their resources in 2020 to focus on
supporting the State Government'’s response to the COVID-19 pandemic. In recognition of
this, my Office placed this review and a number of other audits on hold.

| am pleased to have been able to recommence this review and to now report to Parliament
and the public on the status of a selection of major Western Australian projects. Where
relevant, any impacts of COVID-19 on project costs and delivery timeframes are included in
the project summary sheets within this report.

| thank the staff at each of the entities for their cooperation and assistance in completing this
work, and strongly encourage entities to publicly report on the progress of projects on a
regular basis.

1 Western Australian Auditor General's Report, Major Capital Projects, Report 12 - October 2012, Western Australian Auditor
General's Report, Fiona Stanley Hospital Project, Report 5 — June 2010
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Executive summary

Introduction

The objective of this review is to provide transparency to Parliament and the public around
the cost and time performance of 15 major State government projects. Over half of the
projects we selected were still in their early stages of planning or with construction about to
commence. We also included some higher profile projects that are at or near completion.

For the purpose of this report we have defined major projects as either a single project or
program of works that costs $10 million or more.

Project summary sheets provide a summary, overall status, and the Office of the Auditor
General's (OAG) assessment for each selected project.

Background

Despite the significant investment in Western Australia of public money in major projects,
Parliament and the public cannot easily access information on their progress. Our Office’s
previous report on major projects in 20122 highlighted that ‘publicly available information on
major projects is disparate and inconsistent, making it difficult to get a full and accurate
picture of progress and performance’.

Similarly, the Western Australian Government’s 2018 Special Inquiry into Government
Programs and Projects reported that government had ‘defaulted to confidentiality around
major projects rather than transparency’ and recommended that government ‘provide
information about major projects in an accessible and transparent way to the public’.

Since 5 June 2020, Cabinet has received a fortnightly Major Projects Report on all major
projects valued at over $100 million or of high public interest, as part of the Government’s
response to the COVID-19 pandemic. The high level information on actual cost and time
status against approved budgets contained in these reports is not available to Parliament or
the public.

In May 2020, Cabinet approved the establishment of the Infrastructure Delivery Unit (IDU)
within the Department of Finance (Finance) for an initial period of 2 years. The IDU has the
authority to oversee, and where required, direct and deliver capital works projects and project
management for residential and non-residential buildings across government. This excludes
projects within the Transport portfolio and the government trading enterprises (GTES). The
IDU has been established and brings delivery of residential building projects under central
oversight and stewardship of Finance, which is already responsible for the delivery of the
majority of non-residential building construction within government.

To ensure a coordinated and whole-of-government approach to reporting on project
progress, the IDU will deliver a monthly project status report to the Expenditure Review
Committee (ERC). The report will include all State infrastructure projects including those of
GTEs and Transport entities. The IDU expects that reporting arrangements will be similar to
those currently in place for the Major Projects Report received by Cabinet.

2 Western Australian Auditor General’s Report, Major Capital Projects, Report 12 - October 2012
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Conclusion

In compiling this transparency report, nothing has come to our attention to indicate that, in all
material respects, information provided in the project summary sheets within this report is not
accurate and reliable.

There are monitoring and internal reporting processes in place for all of the projects, and
entities were able to provide reasonable and substantiated explanations of variations where
relevant when requested by the OAG. However, none of the 15 projects publicly report cost
and time progress on a regular basis.

All 15 projects are being managed within their current approved funding. While detailed
planning resulted in increased funding for 3 projects, another 5 projects had their funding
reduced.

There are increased cost and time risks for projects still in the early stages of planning. Two
projects (Rottnest Island’s Main Jetty and South Thomson Bay Development) are still to
establish start or completion dates more than a year after being funded.

Of the 3 projects nearing completion, 2 (Metronet — Forrestfield-Airport Link and the New
State Museum) are within their approved reduced funding despite both having experienced
time delays of over a year. The first stage of Bob Hawke College was completed on time in
January 2020, and within its revised approved budget, but has cost over $4 million more than
originally budgeted.

The procedures we performed in this limited assurance direct engagement, conducted in
accordance with the Standard on Assurance Engagements ASAE 3500 Performance
Engagements, vary in nature, timing and extent from an audit, which provides reasonable
assurance. As such, the level of assurance provided in this report is substantially lower than
for an audit.
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Findings

Table 1 provides a summary of the 15 selected projects and our assessment of their status
against their current approved cost budgets (inclusive of operating and capital expenditure)
and completion dates. Current approved budgets are those approved by Cabinet, approved
dates are those approved by the project steering committees and reported to Cabinet.

Project name

Project phase

Status at 31 August 2020

Delivery
assessment

W Procurement

1 | Casuarina Prison Expansion
— Stage 2

2 | Greenough Regional Prison
— Female Unit Upgrade

3 | Geraldton Health Campus
Redevelopment

4 | Joondalup Health Campus
Development — Stage 2

5 | John Forrest Secondary
College Redevelopment

6 | Bob Hawke College — Stage
1

7 | Metronet — Forrestfield-
Airport Link

8 | New State Museum

9 | Queen Victoria Street —
Swan River Crossing

10 | Tonkin Highway Gap —
Collier Road to Stanton
Road

11 | Tonkin Highway Grade
Separation — Hale,
Welshpool and Kelvin Roads

12 | Tonkin Highway Stage 3
Extension — Thomas Road
to South Western Highway

13 | Fuel Jetty Rottnest Island

14 | Main Jetty Rottnest Island

15 | South Thomson Bay
Development Rottnest Island

Source: OAG

Table 1: OAG status assessment of selected major projects at 31 August 2020

Table 2 is the risk matrix we used to assess cost and time status of projects and to form our
overall assessment.
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Significant On-track

Cost Actual or forecast cost Actual or forecast cost
more than 10% over less than 5% over current
current approved budget approved budget

Time Actual or forecast delivery Actual or forecast delivery
more than 6 months over less than 3 months over
current approved time current approved time

OAG Both cost and time at No cost and time risk

assessment [l ATE evident at report date

Source: OAG
Table 2: Risk matrix used to assess project status

Six projects are at various stages of planning

Ideally, projects will have a sound business case developed prior to funding approval. Where
this is not the case, we expected business cases to be reasonably well advanced for projects
that have had funding approved for more than a year.

Two projects, the Main Jetty and the South Thomson Bay Development at Rottnest Island
have had site investigations and assessments done to inform business case development.
These projects have had funding approved for over a year. The original 2019-20 budget
funding for these projects was $5.65 million and $10 million respectively. This was reduced
to $4 million and $9.15 million respectively in the December 2019 mid-year review with
funding reallocated to the Fuel Jetty at Rottnest Island, currently in the delivery phase.

Two projects, Casuarina Prison and Greenough Regional Prison are in the latter stages of
planning.

. The Casuarina Prison budget has been reduced by $1.1 million and approved delivery
extended by 12 months from December 2022 to December 2023.

° For Greenough Regional Prison a budget of $12.35 million was approved in the 2019-
20 budget papers. The project is behind schedule and is not expected to be completed
until August 2021.

Two Tonkin Highway corridor upgrade projects are progressing against their original
approved budgets and timing. Work is expected to start in 2022.

Four projects are in procurement phase

Three of the projects, John Forrest Secondary College and Geraldton and Joondalup Health
Campuses have awarded contracts to commence preliminary works. Further, tender
processes are underway for the construction contract for John Forrest Secondary College,
and detailed planning and design for major construction works at Geraldton and Joondalup
Health Campuses is continuing prior to tendering and procurement.

Tender processes are underway for the construction contract for the Queen Victoria Street —
Swan River Crossing.

Five projects are in delivery phase

Metronet — Forrestfield-Airport Link and the New State Museum are within their revised
approved funding. However, both have experienced time delays of over a year:
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o Delays in tunnelling for the Metronet project that impacted timing for the rest of the
project have been well publicised. Any further delays will place revised cost and time
estimates at risk.

o The New State Museum experienced delays in planning approvals at commencement
and there remains some cost risk until fit out is complete.

The first stage of Bob Hawke College was completed on time and within the approved
revised budget, but at a cost of over $4 million more than originally budgeted.

A contract was awarded in June 2020 for construction of the Tonkin Highway Gap — Collier
Road to Stanton Road project. Work is expected to start in October 2020 and be completed
by September 2023. The project is within original cost and time estimates.

Rottnest Island’s Fuel Jetty has commenced construction. It is within its approved revised
budget and on time to be completed by November 2020.

Regular monitoring and internal reporting processes are in place for all the
projects

We found regular monitoring and internal reporting of project status for all of the projects. At
the time of our review, project teams were reporting regularly to project steering committees
and/or entity management. In addition, progress for many of the projects is regularly reported
to Cabinet. Reports typically include progress against key milestones as well as cost and
time budgets. Key variances and associated risks were also explained in most of the reports.
Entities were able to provide supporting evidence for a sample of progress reports we
reviewed.

The level of project oversight varied depending on the value and complexity of the projects.
For example:

o the relatively lower value Rottnest Island projects are managed by an internal project
team and reported on a regular basis to the executive

e projects such as the New State Museum and the Metronet — Forrestfield-Airport Link
have multi-entity steering committees, including representatives from the Departments of
Finance and Treasury.

For 11 of the 15 projects we selected, Finance prepares a fortnightly status report to Cabinet.
Table 3 summarises the project oversight for each of the selected projects.

Project name Oversight Progress reporting
1* Casuarina Prison Expansion — Stage 2 Multi-entity steering Monthly steering
(Planning) committee committee
Fortnightly Cabinet
2* Greenough Regional Prison — Female Multi-entity steering Monthly steering
Unit Upgrade (Planning) committee committee
Fortnightly Cabinet
3* Geraldton Health Campus Multi-entity steering Monthly steering
Redevelopment (Procurement) committee committee
Fortnightly Cabinet
4 Joondalup Health Campus Development | Multi-entity steering Monthly steering
— Stage 2 (Procurement) committee committee
Fortnightly Cabinet
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Project name

Oversight

Progress reporting

Rottnest Island (Planning)

management team

5* | John Forrest Secondary College Department of Monthly to executive
Redevelopment (Procurement) Education
Infrastructure Sub-
Committee
6* | Bob Hawke College — Stage 1 (Delivery) | Multi-entity steering | Steering committee
committee chaired (as scheduled)
by Minister for Monthly to executive
Education . y ]
Fortnightly Cabinet
7 Metronet — Forrestfield-Airport Link Multi-entity steering Monthly steering
(Delivery) committee committee
Fortnightly Cabinet
8* | New State Museum (Delivery) Multi-entity steering | Monthly steering
committee committee
Fortnightly Cabinet
9 Queen Victoria Street — Swan River Multi-entity steering Monthly steering
Crossing (Procurement) committee committee
Fortnightly Cabinet
10 | Tonkin Highway Gap — Collier Road to Multi-entity steering Monthly steering
Stanton Road (Delivery) committee committee
Fortnightly Cabinet
11 | Tonkin Highway Grade Separation — Internal steering Monthly steering
Hale, Welshpool and Kelvin Roads committee with committee Fortnightly
(Planning) relevant directorate Cabinet
and entity project
control group
involvement in early
planning
12 | Tonkin Highway Stage 3 Extension — Internal steering Monthly steering
Thomas Road to South Western committee with committee Fortnightly
Highway (Planning) relevant directorate Cabinet
and entity project
control group
involvement in early
planning
13 | Fuel Jetty Rottnest Island (Delivery) Entity project Monthly to executive
management team
14 | Main Jetty Rottnest Island (Planning) Entity project Updates to board and
management team executive
15 | South Thomson Bay Development Entity project Updates to board and

executive

Source: OAG

Table 3: Oversight, monitoring and reporting for selected major projects
* Managed by Department of Finance
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Recommendation

The Departments of Finance and Treasury, and Infrastructure WA should work together to
improve transparency through regular reporting to Parliament and the public on the cost, time
and status of major projects.

Joint response:

The Department of Treasury, Department of Finance, and Infrastructure WA support the
recommendation in principle. Factors that would need to be taken into account in
implementing this recommendation include:

o establishing agreed parameters to identify priority projects for public reporting;

o establishing the appropriate format, function, timing and frequency of reporting that
meets the needs of the intended audience;

o ensuring that the report is consistent with and complementary to other reports, with
minimal duplication of information. In this regard, enhanced transparency in public
reporting must deliver a balance between the public benefit of such reporting and the
costs of providing that transparency;

. ensuring that the data and narrative provided in any public reporting is sufficiently clear
to minimise (and, preferably, eliminate) the potential for ambiguous interpretation and
inference;

. ensuring that appropriate protections are in place to preserve the confidentiality of
information, where applicable under relevant legislation and in the public interest. For
example, the government has a responsibility to appropriately manage the commercial
confidential interests of parties it contracts with, for the benefit of those parties, future
suppliers and the broader market; and

. formalising appropriate governance arrangements for report development and approval
and consultation with relevant agencies noting in particular the need for Ministerial
involvement in any reporting to Parliament.

We suggest the Works Agency Council be consulted on the design of any report. At its most
recent meeting, on 14 October, members discussed publication of publicly-available
information on the state’s capital works program. There were some diverging views on the
nature of the report, and the level of detail required. Overall, while members viewed the
Council as having a role in developing the report, it ultimately concluded that projects related
to economic and regional stimulus, and achieving Government’s social policy objectives,
should have a higher priority at this time.

Implementation timeframe: 30 June 2021
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Focus and scope

The objective of this transparency review was to provide information to Parliament and the
public around the cost and time performance of a selection of major projects. The key
questions we asked were:

o What is the current status of costs (at 30 June 2020) and timing (at 31 August 2020) for
each project against approved funding?

o Do entities effectively monitor and report using key project progress indicators?

o Can entities provide a reasonable and substantiated explanation where there are
significant variations in costs and timing?

We reviewed 15 projects at 8 entities. For projects managed on behalf of entities by Finance
we obtained and compared financial data from both entities.

We confirmed funding approval processes, project management, status reporting
requirements and general project status information with the Department of Treasury, and
where relevant the entity.

We liaised with Infrastructure WA on their role in future planning and reporting for major
projects.

During the review we:

o interviewed staff at the 8 entities

. reviewed relevant project documents and reports

. assessed the reliability of information provided

o confirmed the validity of reasons for project variances.

This was a limited assurance direct engagement, conducted under Section 18 of the Auditor
General Act 2006, in accordance with the Standard on Assurance Engagements ASAE 3500
Performance Engagements issued by the Australian Auditing and Assurance Standards
Board. We complied with the independence and other ethical requirements relating to
assurance engagements.

The approximate cost of undertaking the limited assurance review was $278,000.
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Project summary sheets

Transparency Report: Major Projects | 11



12 | Western Australian Auditor General



Transparency Report: Major Projects | 13



14 | Western Australian Auditor General



Transparency Report: Major Projects | 15



16 | Western Australian Auditor General



Transparency Report: Major Projects | 17



18 | Western Australian Auditor General



Transparency Report: Major Projects | 19



20 | Western Australian Auditor General



Transparency Report: Major Projects | 21



22 | Western Australian Auditor General



Transparency Report: Major Projects | 23



24 | Western Australian Auditor General



Transparency Report: Major Projects | 25



26 | Western Australian Auditor General



Transparency Report: Major Projects | 27



28 | Western Australian Auditor General



Transparency Report: Major Projects | 29



30 | Western Australian Auditor General



Transparency Report: Major Projects | 31



32 | Western Australian Auditor General



Transparency Report: Major Projects | 33



34 | Western Australian Auditor General



Transparency Report: Major Projects | 35



36 | Western Australian Auditor General



Transparency Report: Major Projects | 37



38 | Western Australian Auditor General



Transparency Report: Major Projects | 39



40 | Western Australian Auditor General



Appendix 1: Major project approval and delivery

All Western Australian public sector entities that seek funding for major projects are required
to implement the Department of Treasury’s Strategic Asset Management Framework
(SAMF). The SAMF provides policies and guidelines to improve asset investment planning,
advice, and decision-making across the State public sector. Government trading enterprises
are not explicitly required to follow the SAMF, but they must ensure their asset planning
standards and processes are consistent with the SAMF principles.

The planning phases of the SAMF include a number of iterative approval stages. Each stage
builds on the last to minimise the risks and uncertainty around project scope, cost and time.

Figure 1: Planning phases of the SAMF

Major projects typically first appear in the State Budget Papers under an entity’s asset
investment program. This represents an initial commitment by Government to fund these
projects and is updated each year as part of the Budget process. In support of the program,
entities submit applications for concept approval for high priority assets, business cases, and
project definition plans to Cabinet for initial project funding approval. Entities are also
required to seek Cabinet approval for any significant changes to project scope, timing and
budgets. Changes to project budgets are published in either the Government Mid-year
Financial Projections Statement, released by 31 December each year, or the State Budget
Papers depending on when they occur in the annual budget cycle.

The Expenditure Review Committee (ERC), a sub-committee of Cabinet, recommends a
course of action to Cabinet on all major project submissions with financial implications for
Government. The Department of Treasury assesses these submissions against the
requirements of the SAMF and advises the ERC on the financial implications. However,
Government can announce major projects and commit Budget funding ahead of a business
case and detailed planning.

Projects that receive a Commonwealth Government funding contribution of more than $100
million are required to be submitted to Infrastructure Australia for evaluation. Infrastructure
Australia makes recommendations to relevant Commonwealth entities for project funding
approval. Steering committees for these projects have State and Commonwealth
representatives with monitoring and reporting also occurring at the Commonwealth level.

Transparency Report: Major Projects | 41



Many State government entities do not have the legislative authority to undertake the
procurement and manage the construction required to deliver major projects. These entities
usually engage the Department of Finance (Finance) to manage projects for them. Finance
has the necessary powers delegated to them by the Minister for Works, currently the Minister
for Finance, under the Public Works Act 1902.

Ideally entities who lack the authority to undertake major construction are encouraged to
involve Finance in developing project business cases prior to seeking Cabinet funding
approval. However, once funding is approved Finance becomes the project manager through
to completion of the project. This includes working with client entities throughout the project
life cycle to develop project definition plans, and design and tender documentation, and
provide ongoing reporting and oversight.

Entities that have legislative authority to undertake major projects, for example Main Roads
and statutory authorities such as the Rottnest Island Authority, usually take on responsibility
for delivery of their own projects. However, these entities may seek advice from Finance as
required or may choose to engage Finance as contract managers. Entities that have
legislative authority can also act as project managers for other entities that do not have the
authority to undertake their own major projects.
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Auditor General’s 2020-21 reports

Number Title ‘ Date tabled

Transparency Report: Current Status of WA Health's

5 COVID-19 Response Preparedness 24 September 2020

4 Managing the Impact of Plant and Animal Pests: Follow-up 31 August 2020

3 Waste Management — Service Delivery 20 August 2020

5 Opinion on Ministerial Notification — Agriculture Digital 30 July 2020
Connectivity Report

1 Working with Children Checks — Managing Compliance 15 July 2020
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