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THE PRESIDENT THE SPEAKER
LEGISLATIVE COUNCIL LEGISLATIVE ASSEMBLY

2022 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 community
around the cost and time performance of 17 major State government projects.

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

CAROLINE SPENCER
AUDITOR GENERAL
17 June 2022
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Auditor General’s overview

Funding for major projects is listed in the annual State Budget papers for
each State government entity under their Asset Investment Program. The
combined value of the State’s Asset Investment Program totals $7 billion
in 2021-22. This includes funding for roads, hospitals, schools, prisons
and other government infrastructure for the people and economy of
Western Australia (WA). However, Parliament and the public cannot
easily access detailed or consolidated information on the cost and time
performance of these projects.

This second report by my Office provides a snapshot look at 17 selected major projects,
including impacts on project costs and delivery timeframes from ongoing material and labour
supply shortages due in part to the COVID-19 pandemic responses. We found there has
been an 11% budget increase across the 17 projects since their original approval, from
$5.11 billion to $5.67 billion. Of the 14 active projects, 7 have had their completion dates
extended by a year or more, with 1 project’'s completion date extended by 2.5 yeatrs.

Twelve of the 14 active projects have had their cost and/or time budgets increased since
original approval.

Many projects are now competing with a boom in WA'’s building and construction sector,
driven by stimulus measures, supply chain disruption and a tight labour market. We note the
Government has responded to these market pressures by smoothing its pipeline of works
through delayed commencement of some projects, particularly in the Transport portfolio. It is
important the State Government considers predictable events, such as stimulus measures
and the impact of closed borders on labour supply, when planning the delivery of its Asset
Investment Program to avoid overstimulating industry.

In 2020, my Office published our first Transparency Report: Major Projects? to help address
the lack of transparency in major project reporting. In that report | said it would be a simple
matter for Government to regularly report publicly on the status of projects to improve
transparency to both Parliament and the public. This reporting would satisfy parliamentary
and public interest, promote accountability, and build community trust and confidence around
the management of the State’s significant investment of public money in major public assets.
I note that the Department of Finance regularly reports to Government on the status of major
projects and | have recommended this form the basis of regular public reporting. It is my
intention to continue to periodically report and track a selection of major projects until
Government fills the gap.

This year, my team reviewed the high-level financial and governance controls for all selected
projects and performed a detailed controls review for 5 of the projects. Sound governance
and financial oversight help support project delivery to achieve planned outcomes on time
and on budget.

| 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 cost and time progress of
major projects on a regular basis.

1 Western Australian Auditor General’s Report, Transparency Report: Major Projects, Report 6: 2020-21, 29 October 2020.
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Executive summary

Introduction

The objective of this review is to provide transparency to Parliament and the community
around the cost and time performance of 17 major State government projects in various
stages of planning, procurement and delivery. We also included a high-level review of the
financial and governance controls for all selected projects and a detailed review of control
implementation for 5 projects.

For the purposes of our review, 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 our assessment for each
selected project. Interactive versions of the project summary sheets are available on our
website.

Background

Despite the significant investment in Western Australia (WA) of public money in major
projects, Parliament and the public cannot easily access information on their progress. Our
previous Transparency Report: Major Projects in 2020 highlighted the need for greater
transparency in this area of significant public and parliamentary interest.

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

The Major Projects Expenditure Review Sub-Committee was established following a Cabinet
decision in June 2021. Its responsibilities include monitoring the delivery of the State’s Asset
Investment Program through the review of regular reports on major projects and programs.
The sub-committee meets about every 6 weeks.

The Infrastructure Delivery Unit (IDU), within the Department of Finance, has been asked by
the sub-committee to submit progress reports on the status of 21 significant building and
infrastructure projects, and the State’s entire Asset Investment Program.

Our 2020 report covered 15 major projects managed by 8 State government entities. This
report covers 17 projects managed by 10 State government entities. Ten projects are still
underway from our first report, 2 have been completed, 1 is no longer funded and 4 new
projects have been added.

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.

Nine of the 14 active projects are on-track against their current approved cost and time
budgets. Two other projects are at risk of exceeding their approved cost budgets and 3 are at
risk of not being delivered on time.

Over-stimulated markets and the COVID-19 pandemic responses have caused materials and
labour supply shortages, contributing to increased cost and time budgets for many projects.
Across all 17 projects there has been an 11% increase in project budgets since original
approval, from $5.11 billion to $5.67 billion.
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Twelve of the 14 active projects have had their cost and/or time budgets increased since
original approval. Cost and time risks, if realised, have a flow on impact requiring
reprioritisation of projects across the State’s future Asset Investment Program.

Of the 2 completed projects, both were delivered within approved cost and time budgets,
albeit 1 was delivered about a year later than originally planned (Project 2 - Greenough
Regional Prison).

All projects had adequate high-level financial and governance controls, including monitoring
and internal reporting processes. We did not identify any significant issues for the 5 projects
included in our detailed controls review. All entities were able to provide reasonable and
substantiated explanations of cost and time variations when requested.
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Findings

Table 1 provides a summary of the 17 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, completion
dates are those approved by the project steering committees and reported to Cabinet.

Table 1 also shows those projects that have had an increase to their original approved cost
budgets and completion dates approved.

Project name

Project phase

22z 8
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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 2 @
7 Metronet - Forrestfield-Airport Link @
8" | Metronet - Morley Ellenbrook Line @
9 Queen Victoria Street - Swan River Crossing @
10 | Tonkin Highway Gap - Collier Road to Stanton Py
Road
11 | Tonkin Highway Grade Separation - Hale, P
Welshpool, Kelvin Roads
12 | Tonkin Highway Stage 3 Extension - Thomas ®
Road to South Western Highway
13 | Fuel Jetty Rottnest Island
14 | Main Jetty Rottnest Island o
15 | South Thomson Bay Development Rottnest Island
(Barge Landing and Cargo Facilities)
16~ | Common Ground - East Perth o
17~ | Common Ground - Mandurah ®

* managed by the Department of Finance

N new project selected for this report

Status at mid-June
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Source: OAG

funding increase approved
extension to completion date approved

Table 1. OAG status assessment of selected major projects at mid-June 2022
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Table 2 is the risk matrix we used to assess cost and time status of projects and to form our
overall assessment. In some cases, potential risks have been identified by entities or the
OAG in the cost or time commentaries of our Project Summary Sheets that have yet to
impact on cost or time status.

OAG assessment

delivery more than
6 months over
current approved
time

Both cost and time
at significant risk

delivery less than
3 months over
current approved
time

No cost or time
risk evident at
report date

Significant On-track Not
applicable
Cost Actual or forecast Actual or forecast
cost more than cost less than 5%
10% over current over current
approved budget approved budget
Time Actual or forecast Actual or forecast

Source: OAG

Table 2: Risk matrix used to assess project status

Overall assessment

We assessed 9 of the 14 active projects as being on-track to meet their current approved
cost and time budgets (Figure 1). We note however that 12 of these projects have had their
cost and/or time budgets increased to accommodate scope changes, material and labour
shortages, price increases and scheduling challenges (Figure 2). Five have had both their
cost and time budgets increased. A further 3 projects have received more funding and

4 have had their completion dates extended. Only 2 of the 14 active projects have not had
their cost or time budgets increased since original approval.

Source: OAG using entity information Source: OAG using entity information

Figure 1: OAG overall assessment of project  Figure 2: Projects with approved increases
status at mid-June 2022 to original approved cost and/or time
budgets
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We found there has been an 11% increase across all project budgets since their original
approval, from $5.11 billion to $5.67 billion. Seven of the 14 active projects have had their
completion dates extended by a year or more, with 1 project’s completion date extended by
2.5 years.

The 5 projects we assessed as being at medium risk have identified cost and time risks that
have either already been realised, as with the delay to completion of the Metronet —
Forrestfield-Airport Link, or are yet to have changes to their cost and time budget
approved. Two of these projects are at significant risk of exceeding their approved cost
budgets, and 3 are at significant risk of not being delivered on time.

We note that the cost and time risks identified in our 2020 report were realised for 4 projects:

o Greenough Regional Prison — Female Unit Upgrade — finished about a year later
than originally approved, albeit within the revised approved timeframe

o Geraldton Health Campus Redevelopment — the project budget has increased and
the delivery schedule is to be determined based on the outcome of the procurement
process. It will not meet its target completion date of August 2024.

o Main Jetty Rottnest Island — the budget has increased by over $6 million and the
current completion date has been extended by a year from the original approved date

o South Thomson Bay Development Rottnest Island — with an original budget
allocation of $10 million, the project did not proceed once a business case was
developed and assessed.

Casuarina Prison Expansion — Stage 2 and Metronet — Forrestfield-Airport Link were
both previously reported as being within their approved cost and time. Metronet —
Forrestfield-Airport Link has not been able to meet revised deadlines, and the Casuarina
project is now facing cost risks due to construction industry pressures.

Three projects are in the planning phase

Three projects are at various stages of planning.

The Common Ground - Mandurah project is providing accommodation and support
services for people suffering from chronic homelessness. The project plans to submit a
Project Definition Plan (PDP) to Cabinet before 30 June 2022. The current budget is

$28.1 million, which has increased by around $18 million from the original approved budget
of $10 million. The estimated completion date is October 2024. The project team is expecting
to submit a request for further funding to accommodate expected cost pressures. The PDP
will inform future project cost and delivery schedules.

Two Tonkin Highway projects (Grade Separation and Stage 3 Extension) have had their
start and completion dates deferred to smooth the State's pipeline of works and ease
construction industry pressures:

o Tonkin Highway Grade Separation has an approved budget of $366 million.
Estimated expenditure to 30 June 2022 is $17.05 million, which exceeds the budgeted
expenditure of $9.84 million by around $7 million.

o Tonkin Highway Stage 3 Extension has an approved budget of $755 million which
has increased by $250 million from the original budget of $505 million. The budget
increase is due in part to scope changes and construction industry pressures.
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Two projects are in the procurement phase

Two projects in the procurement phase have had their original budgets increased and both
expect further cost increases due to construction industry pressures:

Common Ground — East Perth has an approved budget of $45.4 million, which has
increased by around $20 million from the original budget of $25 million. The increased
budget was due mainly to scope changes, but with some recognition of construction
industry cost pressures. The expected completion date is September 2024. The tender
for construction closed in May 2022 with assessment to be completed by end of June
2022.

Geraldton Health Campus Redevelopment went to tender in September 2021.
However, bids came in well above the original approved $73 million budget as a result
of materials and labour supply shortages and associated cost increase. As a result, the
procurement process was put on hold while approval was sought for additional funds. A
revised budget of $122.66 million was approved by the Expenditure Review Committee
of Cabinet and revised options for procurement approaches are being assessed. The
outcomes of the revised procurement will determine future timeframes for the project.

Nine projects are in the delivery phase

Five projects in delivery are on-track to be completed on time and within approved cost
budgets:

Bob Hawke College — Stage 2 is expected to be completed on time and within its
$52.9 million approved budget. The project was originally scheduled for completion by
October 2022 but had its approved completion date extended to January 2023 due to
construction industry pressures.

John Forrest Secondary College Redevelopment is at mid-stage of delivery. The
project is expected to be completed in September 2023 and within its $50 million
approved budget. Estimated expenditure to 30 June 2022 is about $9 million above the
$23.36 million budgeted.

Main Jetty Rottnest Island is at mid-stage of delivery. It is within its revised approved
budget of $12.9 million. The budget increased from the original $5.65 million due to
expanded scope requirements identified during planning. However, the project team is
aware the upcoming procurement for the final packages of work may identify further
cost risks. The project is due for completion in December 2023.

Metronet — Morley Ellenbrook Line is still in the early stages of delivery with a budget
of $1.1 billion and completion due by December 2024.

Joondalup Health Campus Development is at mid-stage of delivery. It is within its
approved budget of $256.7 million and on schedule with expected practical completion
date in early 2025.

One project in delivery is on time but faces a cost risk:

Tonkin Highway Gap — Collier Road to Stanton Road is at mid-stage of delivery.
The project faces cost risks with estimated expenditure to 30 June 2022 of

$314.36 million, about $138.5 million above the $175.85 million budgeted. The project’s
revised approved budget of $520 million, increased from the original $290 million. The
budget increase was for Main Roads to deliver the Morley Ellenbrook rail enabling
works along the Tonkin Gap corridor. Cost escalation is also expected due to
construction industry pressures. The project is due for completion by June 2023.
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Two projects in delivery are within their cost budgets but face time risks:

o Metronet — Forrestfield-Airport Link is due for completion in mid-2022, about
6 months later than the current approved completion date and nearly 2 years later than
originally planned. COVID-19 has impacted recent supply of specialist equipment and
resources required for commissioning. At the time of reporting, completion is imminent.
The project is within its approved budget of $1.86 billion.

o Queen Victoria Street — Swan River Crossing is in the early stages of delivery.
Extra time on stakeholder consultation during planning delayed the start date with
construction now expected to commence in late 2022, about a year later than originally
planned. Completion is now expected in late 2025 or early 2026, about 2 years later
than originally planned. The project is within its revised approved budget of
$280 million, which has increased by $50 million from $230 million. The budget
increase relates to scope changes following stakeholder consultation. Budgeted and
actual/estimated expenditure to 30 June 2022 are on-track at $35.58 million and
$35.38 million respectively.

One project is facing a cost risk. Casuarina Prison Expansion — Stage 2 is at mid-stage of
delivery. It is expected to require a budget increase due to construction industry pressures.
The completion date has been deferred by about 6 months from the end of 2023 to
mid-2024.

Two projects are complete, and one did not proceed

Since our last report in October 2020, 2 projects have been completed (Greenough
Regional Prison — Female Unit Upgrade and Fuel Jetty Rottnest Island). Both were
completed within revised and approved budgets, albeit Greenough Regional Prison was
delivered about a year later than originally planned. A further project did not proceed past the
Business Case (South Thomson Bay Development Rottnest Island (Barge and Cargo
Landing Redevelopment)) with funds approved to be transferred to the Main Jetty Rottnest
Island project.

Cost increases and resource shortages have impacted many projects

Twelve of the 14 active projects have had their cost and/or time budgets increased since
original approval. Five projects have had both their time and cost impacted, and 7 have had
either their cost or time impacted.

It is difficult to accurately assess the impacts that COVID-19 has had on project budgets and
time schedules. We reported in 2020 that the Government had fast-tracked a number of the
projects we selected for review to help off-set the expected negative economic impacts of
COVID-19. This resulted in increased demand for labour and materials at the same time as
border restrictions and world-wide supply issues reduced supply. COVID-19 infection and
isolation requirements have also significantly impacted labour supply for projects. However,
a number of projects have also been impacted by scope changes as they progressed from
planning into procurement and delivery phases.

Project financial and governance controls were adequate

Our high-level review of the financial and governance controls, including regular monitoring
and internal reporting of project status, confirmed they were generally adequate for all
projects. We reviewed the adequacy of control design in the following areas:

o documented and functioning governance frameworks including relevant project
management and steering committees and project reporting and approvals processes

o management of conflicts of interest including gifts registers
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o records management processes and systems for key project documentation

o project and financial management systems appropriate to the risk and complexity of the
projects being managed

o authorisation of payments and segregation of duties in accordance with Treasurer’s
Instruction 304 Authorisation of Payments

o independent processes to confirm quality, quantity and cost reports for projects prior to
authorisation of payments.

Our more detailed review for 5 projects? involved testing a small number of transactions or
activities to confirm the above controls had been implemented as required. The testing did
not identify any significant issues in control implementation.

2 Casuarina Prison Expansion — Stage 2; Geraldton Health Campus Redevelopment; Queen Victoria Street — Swan River
Crossing; Common Ground — East Perth and Common Ground — Mandurah.
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Recommendation

Similar to the recommendation in our 2020 report, the Department of Finance should work to
improve transparency through regular reporting to Parliament and the public on the cost, time
and status of major projects.

Response from the Department of Finance

The Department of Finance (Finance) welcomes the Auditor General’'s transparency report
on major projects and is pleased the performance [review] acknowledges the improved
governance arrangements that have been implemented across the public sector to guide
the planning and delivery of the State’s Asset Investment Program, including the recent
establishment of the Major Projects Expenditure Review Sub-Committee.

Given the ongoing impacts of COVID-19 on the Western Australian economy and the
current challenges within the building and construction industry, the Government’s priority
continues to be the delivery of critical infrastructure projects. A suite of industry support
measures were announced as part of the 2022-23 State Budget in recognition of these
issues and to support a vibrant and sustainable industry.

Furthermore, there are a number of existing mechanisms that provide a level of
transparency over the Government’s major projects, which the Auditor General’s major
projects report complements. In particular, the Budget papers, Standing Committee on
Estimates and Financial Operations, Public Accounts Committee, agencies’ annual reports
and proposed updates to information published on the Pipeline of Work, all work together
to provide a level of transparent reporting on the Government’s major projects.

Accordingly, while Finance supports the intent of the recommendation, it is not well placed
to progress the matter, noting many of the issues cited in Finance’s previous response are
yet to be resolved and will take considerable time and effort to work through, in close
consultation with key stakeholders. Finance’s current focus remains on project delivery and
industry support measures, which have consequential impacts on small and local
business, as well as the broader community.

Response from the Department of Treasury

Treasury supports transparent reporting on the status of the State's major projects. To this
effect, Treasury welcomes the Auditor General's report and is pleased that it
acknowledges improvements that have been implemented across the public sector, such
as establishment of the Major Projects Expenditure Review Sub-committee (MPERSC)
and Infrastructure Delivery Unit (IDU) in the Department of Finance.

Whilst supportive of the intent of the performance [review’s] recommendation, Treasury
believes existing major project reporting governance has been strengthened by the
recently established MPERSC and the ongoing reporting function of the IDU.

In addition, scrutiny of major projects is achieved through:

° the annual Budget papers

. the Standing Committee on Estimates and Financial Operations
o the Public Accounts Committee

. agencies' annual reports and other public communications on major projects.
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Further major project reporting is likely to result in duplication of these existing functions,
and would require considerable resourcing if a $10 million project cost threshold was to be
applied (major projects are generally defined as those with an estimated total cost of

$100 million and above).

Treasury values the independent assurance provided by the Auditor General in relation to
the cost, time and status of major projects, and would welcome the continuation of its
existing program of transparency audits which are reported directly to Parliament.
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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 and timing (at mid-June 2022) for each project
against approved funding?

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

We reviewed 17 projects at 10 State government entities. For the 5 projects managed on
behalf of entities by the Department of Finance, we obtained and compared financial data
from both entities.

We conducted a high-level review of the design of financial and governance controls for all
projects and a detailed review of the implementation of those controls for 5 projects. Our
detailed review involved testing a small number of transactions or activities to confirm
controls had been implemented as required.

During the review we:

o interviewed staff at the 10 entities

o reviewed relevant project documents and reports

o reviewed financial and governance controls for each project
. assessed the reliability of information provided

. 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. This review varies in nature, timing, and extent from an audit. As
such, the level of assurance provided in this report is substantially lower than for an audit.

The approximate cost of undertaking this review and reporting was $182,000.
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Project summary sheets

The project summary sheets are available for interactive viewing on our website.
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Auditor General’s 2021-22 reports

Number Title Date tabled
16 Staff Rostering in Corrective Services 18 May 2022
15 COVID-19 Contact Tracing System — Application Audit 18 May 2022
le|Au Renuts Roport_Arual 202055 PR AL ST | gy 202
13 :Er1r1‘](t)i;ir22tion Systems Audit Report 2022 — State Government 31 March 2022
12 Viable Cycling in the Perth Area 9 December 2021
11 Forensic Audit Report — Establishment Phase 8 December 2021
10 Audit Results Report - Annual 2020-21 Financial Audits of 24 November 2021

State Government Entities
9 Cyber Security in Local Government 24 November 2021
8 WA's COVID-19 Vaccine Roll-out 18 November 2021
7 Water Corporation: Management of Water Pipes — Follow-Up |17 November 2021
6 I\R/ltz)alrl;:cr)]ugct));ftate COVID-19 Stimulus Initiatives: July 2020 — 20 October 2021
5 Local Government COVID-19 Financial Hardship Support 15 October 2021
4 Public Building Maintenance 24 August 2021
3 Staff Exit Controls 5 August 2021
2 SafeWA — Application Audit 2 August 2021
1 Opinion on Ministerial Notification — FPC Arbitration Outcome 29 July 2021
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Office of the Auditor General

Serving the Public Interest

7" Floor Albert Facey House
469 Wellington Street, Perth

Perth BC, PO Box 8489
PERTH WA 6849

T: 08 6557 7500

E: info@audit.wa.gov.au
W: www.audit.wa.gov.au

y @OAG_WA

Office of the Auditor General for
Western Australia
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